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EDITORIAL

As We See It « H

Relation ofCurrency Supply BusinessandFinanceSpeaks
After Turn of the Year

THE YEAR AHEAD
1 We cannot readily recall any period of time
when more words were devoted to analyses of
the business outlook than has been the case

during the past month or two. Let two or three
gather together anywhere at any time, and the
subject of what is ahead for business is to the
fore without delay.
Full many a participant in these endless dis¬

cussions and arguments must, however, recall
the famous lines of Omar Khayyam:

.• Myselj when young did eagerly frequent
Doctor an^i Saint, and heard great argument
About it and about: but evermore
Came out by the same door as in I went.

Still the question is a vital one, and while no
one and no group of men may be able to come

up with predictions wholly convincing, there
are a number of factors which when carefully
weighed yield at least a basis for appraisal of
the prospects for 1954.
It has become the fashion to separate various

"sectors" of the business world for individual

analyses to be followed by some attempt at a

synthesis of these departmental findings. The
technique, possibly as good as any, still has some

major defects. It is usually necessary more or
less to assume other things as equal when study¬
ing one isolated part of the econti&ny. But these
various elements in the situation react the one

upon the other, a fact which leaves .the task of
synthesis difficult to say the least.
We sometimes wonder if the mature business¬

man with a wealth of commonsense and with

wide experience in industry, trade and finance
Continued on page 63

To Economic Growth
By WALTER E. SPAHR

Professor of Economics, New York University
Executive Vice-President, Economists' National

Committee on Monetary Policy

Dr. Spahr, in taking issue with the theory that prices are,
can he, and should be, determined by the supply of
money, and that to keep the economy growing, there is
need for an increasing supply of money, discusses the
quantity theory of money and points out its limitations
and defects. Stresses importance of quality as opposed '
to quantity of currency as a price factor. Sees dangers
in expanding currency to enforce stable prices, and con¬
cludes "best means of moving toward economic equilib¬
rium is provided by free and fair competition, and sound

currency."

Announcement of a New Federal Reserve Policy?
In the subheading of an anonymous article entitled

"Money for Still More Growth," Business Week (330
West 42d Street, New York, Dec. 12, 1953), pp. 29-30,
announced that "The Federal Reserve System has de¬
veloped a long-range policy of in¬
creasing the money supply as +he
U. S. economy expands—aiming at
both growth and stability."
The article is vague as to the

meaning of "growth." In one place
"industrial activity" is mentioned,
but without any indication as to what
this means or as to how it is meas¬

ured. For example, it is said, p. 29:
"Plot the course of U. S. industrial

activity over the years, and you have
a profile of a jagged mountain range
that reflects the course of alternate

prosperity and depression. Run a

straight line through the center of
these peaks and valleys, and you _ _ ,

have a gradient rising upward at the Walter E. Spa r
rate of about 3% per year. This is the long-term trend
line of the American economy." According to a chart

Continued on page 105

Continuing our custom of former years, the CHRON¬
ICLE features in today's ANNUAL REVIEW AND OUT-
LOOK ISSUE the individual opinions of government

officials and of the country's leading industrialists, bank¬
ers and financiers as to the probable trend of business
in the current year. These forecasts written especially
for the CHRONICLE, provide the reader with up-to-
the-minute official views as to the indicated course of
business in all industries.! The statements begin herewith•

HON. WILLIAM F. KNOWLAND
i •• . I . \

U. S. Senator from California

, For the first time in several years, the nation's econ¬

omy will be strengthened by personal income tax re¬
ductions and encouraged by termination of the excess
profits tax. The nation's businesses once again can look
forward to a free competitive enter¬
prise system rather than one under
controls which were left over from
World War II and the; Korean War.
To the average American this means
better paid jobs, a rising standard
of living and, more important than
anything else, a dollar bill which
will purchase more goods and serv¬
ices.

Since the past is usually prologue,
a few comments on what occurred
in 1953, since the inauguration of
President Eisenhower on Jan. 20,
may be appropriate to outline what
our citizens may expect in 1954.
In 1953, personal income increased
to $285 billion. Wages and salaries
increased 8% over 1952. Government controls on prices,
wages, and production were eliminated. The inflation¬
ary trend of our economy has been halted. „ The overall
rise in the cost of living last year was no more than
1% and the loss of the purchasing power of the dollar has
been stopped. The earnest endeavors being made by
the Administration and the Congress to reduce Federal

Continued on page 28
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little of^hese Funds. They present

a marvelous instance of bringing
billions of dollars of new money

into the financial districts. Alle¬

ghany, through control of Inves¬
tors Diversified Services, has

MERRITT F. BEAL

Analyst, Peter P. MeDermott & Co.,
New York City

Members, New York and American
Stock Exchanges

This Week's

Forum Participants and

Their Selections

Alleghany Corporation— Merritt
F. Beal, Analyst, Peter P. Me¬
Dermott & Co., New York City.
(Page 2) y

Brazilian Traction Light and Pow¬
er Ordinary Shares—William A.
Seligmann, Seligmann & Co.,
Milwaukee, Wis. (Page 2)

Alleghany Corporation
Romance seems to be the word become a prominent figure in the

for Alleghany Corporation, cur- Mutual Fund field and has, in
rontly my speculative favorite, ,

aggregatei control of well over

ta^y controls a billion dollars. So far, Alleghany
gets no dividends from IDS, but

earnings per share on that com¬

pany were around $24 in 1953,

compared to $18 in 1952. IDS is

not vyell known among investors
as certain , restrictions prevent

present dividends but it repre¬

sents a dynamic growth situation
which I think must ultimately be
reflected in Alleghany stock

prices. Alleghany's equity in the
undistributed 1953 earnings of

Chesapeake & Ohio, Pittston Co.,
and IDS alone were substantial,

Chesapeake &
Ohio by or¬

ders of ICC
and in hand¬

ling "CO" af¬
fairs, as well
as its own,
t h e manage¬
ment has dem-

onstrated

remark-
able acumen.

Even a casual

study of
the operations
that have

brought Alle-

Merritt F. Beal

ghany from far "under water" to figures are not yet available.
a sound position, should intrigue Th exCeeded $3,500,000 in 1952.
every admirer ot practical intelli- ; ' '
gence and progressive ideas. Prec- When the Young-Kirby group
edents have been broken in took over Alleghany Corporation
innumerable instances and out- jn 1937^ it was so far "under
moded processes cast aside 111th- water» that there seemed little
lessly
The annals of Wall Street are likelihood it could be salvaged

filled with stories of important as a going concern. Yet, from the
operations of past industrial lead- debt-ridden remnants, steady , im-
ers and of other developments provement in the affairs of the
which made our economy what it company was shown year after
is today. Much publicity has been year through a continuous series
given the spectacular coups of °i astute maneuvers unequalled
these masters of high finance of in contemporary financial history,
other days. It seems strange, If the past records of Alleghany
therefore, that current sophisti- can be taken as criteria of the
cates fail to grasp the fact that future, the stock and , warrants
right now, without the slightest Present such promise, that it is
concealment, in fact with full dis- almost inconceivable they should
closure, a new railroad empire is l°nS remain at present low prices,
forming. One of the major opera- The warrants on the American
tions in transportation history is Exchange are a perpetual call on
in progress. the common stock at 3%. Of all
The carrier operating the most the speculative propositions being

mileage is Santa Fe with about Put forward to entice venture

13,000 miles. New York Central capital, none, in my opinion, is as

and Chesapeake & Ohio combined fraught with capital gains pros-

would embrace some 15,000 miles, Pects as these two issues. Alle-
penetrating ten of our principal ghany's growth possibilities are

industrial states and also entering enormous.
Canada. This combine is proceed¬

ing smoothly and at last reports,

Chesapeake & Ohio owned 12%%

of the stock of Central. The Hun-

WILLIAM A SELIGMANN

Seligmann & Company,
Milwaukee, Wis.

tingtons, Hills, and other great Brazilian Traction Light and Power
railroad builders of the past, live
in history and yet, their efforts

Ordinary Shares

, Recently press reports alleged
are being surpassed, while the + 0 .r „ . . . ~ . ..®

„ii aii_ ^at Brazilian President, Getulio
D. Vargas, threatened to nation¬

alize that country's electric power

industry. He stated, "They do not
Great sums weie loosed during give us the service we require."

In view of Brazilian Traction

Light and Power's proposed $1V2

public pays small attention. Alle¬

ghany management dominates this

vast design.

1953 by sales of "Mop" bonds,
Industrial Brownhoist and Cleve¬

land Cliff Iron, with exact reasons billion 10-year expansion program
not yet apparent, but we can rest this remark hardly seems justi-
assured of profitable use. At last fied. In fact, it would appear in-
reports, Alleghany still owned tended more as a spur, than a

396,000 shares of "Mop" common, statement of actual policy,
an interesting potential. Its joint Coupled with this the company
ventures run into millions and has recently omitted regular cash
were not entered without promis- dividends to conserve working
ing objectives. capital for planned expansion.
In recent years, Mutual Funds These two factors, the threat of

have mushroomed into major fi- nationalization, and the lack of a

nancial operations and those who cash dividend have had a depress-
decry Wall Street's lack of mer- ing effect on the shares of Brazil-

chandising ability seem to know ian Traction.

Brazilian Traction Light and
Power Company is a holding com¬

pany whose subsidiaries supply
electric power, gas,- water, tele¬
phone and tramway service to tne
more populoiis areas of that'coin-;1
try. Population growth has been
phenomenal, increasing frcm 45,-
300,000 in 1944 to approximately
55 million at present. The popu¬
lation of the two largest commun¬
ities has increased proportion¬

ately: Rio de Janeiro 1,941,000 in

1944; 2,400J)00 in 1950; Sao Paulo

1,500,000 in 1944; 2,200,000 in 1950.
Both of these centers are within

the company's operating territory.

Agriculture is still the principal

occupation of Brazil but industrial

production has expanded rapidly.

Principal farm products are cot¬

ton, sugar, rice, and coffee. Prod¬
ucts of mines include coal, dia¬

monds, petroleum, copper and
high grade manganese ores., Man¬
ufactured products are for the

most part closely allied with agri¬
cultural output. Major industries
are foodstuffs, textile and chemi¬

cal. The country also has a

greatly expanding iron and steel

industry. In 1951 pig iron output
was 772,023 metric tons, steel 841,-
780 tons. Sao Paulo is by far the

leading industrial area.

Properties of Brazilian Traction

subsidiaries include three hydro

plants of 162,000, 166,624 and 474,-
000 kws. Additional facilities

bring present generating capacity
to approximately 958,309 kws.

Proposed expansion and construc¬

tion already in progress will

greatly increase this capacity. The

company owns 2,319 miles of
transmission lines and 51,538 miles
of distribution lines. Company
subsidiaries have 1,366 miles of

gas mains laid, and 537,125 tele¬

phones in service.

Both gross revenue and net in¬
come have shown continual un¬

interrupted increases.
1952 gross revenues approxi¬

mated $170 million compared
with $76 million in 1946. Net

earnings for the year ending De¬

cember, 1952, were $2.96 a share.
Until recently annual dividends
of $1 per share were paid. This
rate remained unchanged since
1944.

Currently | the company is in
very sound financial condition
with 'cash totaling $23 million

and net current assets equal to
approximately $50 million. Pres¬

ent Brazilian Traction indebted¬

ness approximates $192 million.

Rapidly expanding population,

agriculture and industrial growth,
and the company's extensive con¬

struction program make the Or¬

dinary Shares of Brazilian Trac¬

tion an interesting speculation.
The Shares are listed on the Mon¬

treal, Toronto and American Stock

Exchanges and also traded in the

Over-the-Counter Market.
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Department! Stores Face
Major Tests in 1954

By MALCOLM P. McNAIR*

Lincoln Filene Professor of Retailing
Harvard Graduate School of Business Administration

Although holding, in 1954, department stores will face an

uphill battle for profits, and that a downward turn in busi¬
ness somewhat similar to 1949 may be expected, Prof. McNair
does not see any serious recession ahead. Looks for little
change in price level. Reviews important trends in pnblic and
private spending, and says he is "reasonably optimistic on
outlook for consumer spending in 1954." Is hopeful for bright
economic future, if adverse threats and trends can be sue-;

cessfuily countered. • ; ^

!«

Prof. M. P. McNair

„ Speaking recently at a meeting
^of the American Marketing Asso¬
ciation in Washington, "Red" Mot-
lley delivered the quip that if all

the econo¬

mists in the

country were
laid end to
end they
would still

point in all
different di-
r e c t i o n s.

Whatever
truth there

may have
been in this
observation in

the past, the
opening of the
new year 1954
seems to be

one time when there is remark¬
able unanimity in the predictions
of business forecasters and eco¬

nomic soothsayers. Almost uni¬
formly they expect that business
during this year 1954 will decline
about 5% below the level of 1953.

Substantially, the only important
exception to these forecasts is
taken by the Australian econo¬

mist, Colin Clark, who believes
that the United States is headed
for a serious business depression,
with unemployment reaching as

high as six million before the end
-of this year. But thus far he
seems to be entirely without sup¬
port from the rest of the fra¬

ternity. I confess that this sub¬
stantial unanimity of opinion dis¬
turbs me a little.

Speaking to the National Retail
Dry Goods Association at this time
last year, I offered the prediction
that the general volume of busi¬
ness activity would be well sus¬

tained throughout most of 1953
but observed that we were gradu¬
ally accumulating the ingredients
of a business turndown, and that
although the turn might be in
evidence before the end of 1953

the major test would come in
1954. I also offered the comment
that 1953 was probably going to
"be another lean year for depart¬
ment store profits. There has been
no occasion during the calendar
year just past to change this gen¬
eral appraisal. Specifically, de¬
partment store sales for the fiscal
year 1953 will apparently be ahead
of 1952 by only about 2%. Gross
margin will have shown some

improvement; but the expense
rate also will have advanced, and
1953 earnings before taxes in all

*An address by Prof. McNair before
the National Retail Dry Goods Associa¬
tion, New York City, Jan. 11, 1954.

probability will show little if any
betterment over 1952. (Obviously
I should stop at this point, while
my credit is still good, instead of
venturing to take the pitcher to
the well, once more.)

End of a Superboom '

Appraising the prospect for
1954, we cannot dispute the evi¬
dence that business generally has
come to the end of the superboom,
that is, the period of superactivity
and superfull employment, which
began with the Korean War in

June, 1950. Significant pieces of
evidence are the decline in the
Federal Reserve index of produc¬
tion, the contraseasonal decrease
in manufacturing employment
during recent months (note the
400,000 increase in unemployment
in December), the drop in freight
car loadings, the increase in total
business inventories, the falling-
off in the backlog of new orders
received by manufacturers, the
substantially less-than-normal ex¬
pansion of bank loans in the sec¬

ond half of the year, and the dif¬
ficulties encountered by retailers
during this fall season in meeting
their monthly figures.

As I remarked earlier this eve¬

ning, the present business situa¬
tion is not so much the conse¬

quence of a cutback in military
spending as it is the result of nor¬
mal cyclical readjustments, which
is simply another way of saying
that the superboom has run its
course, that the forces set in mo¬
tion by the Korean War have
largely spent themselves.

As a first step in appraising
more specifically the 1954 outlook,
it may be useful to comment
briefly on the monetary and fiscal
aspects of the situation. It is sig¬
nificant that the monetary and
fiscal factors at the present time
do not lend support to forecasts
either of marked inflation or of

serious deflation. The privately
held money supply is increasing
slightly, and it is evidently the
policy of the Federal Reserve au¬
thorities to keep the money sup¬

ply flexible, that is, to keep it
roughly in accord with the volume
of business transactions. Thus in¬

terest rates, which have currently
slacked off from their high early
last year, may be expected to
fluctuate only within narrow
limits and probably with more

tendency towards ease than to¬
wards stiffness, at least until after
the election this fall. The infer¬
ence of course is that credit will

Continued on page 49
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From Washington
Ahead of the News

By Carlisle bargeron

Several years ago when the late the question, and like the man
Theodore W. Noyes was the editor going off to get drunk, gosh how
of the Washington "Star," that they hate it.
highly successful and respectable
n ews paper

seldom came

off the presses
without an

editorial or

perhaps two
or three col¬
umns in the

news section
dema n din g

suffrage for
the District of
Columbia. As
must be pretty
generally
known by now
the residents
of Washington
cannot vote

and there are relatively few of
them who care. The "Star" wasn't
much interested in local self-gov¬
ernment. It was national repre¬
sentation the "Star" wanted, two
Senators and a Congressman. The

Both political parties have been
mighty frivolous on the subject,
the leaders apparently thinking
the question would never come to
a show-down. However, a show¬
down it is coming to now—in the
Senate—and it is something that

parties are worried and wish they
had not permitted the matter to
come this far.
Former Governor Stainback of

the Islands, now a member of the
Territorial Supreme Court, a long
time advocate of statehood, was

in Washington recently with a sol¬
emn warning that in the light of
present circumstances, statehood
should not be granted.
It was his argument that in

recent years a new power has
come into virtual control of the
islands. Formerly the power was

held by the sugar and pineapple
interests together with the trans¬
portation interests. There is ground
for the story spread by the oppo¬
sition that their main concern was

the enhancement' of their social
requires far more attention than and poUtical prestige not any ec0_
the general public has given to it, nom:r Kpnefitq that statehood
and there should be far more en- nomic benefits that statehood

Carlisle Bargeron

lightenment than the general pub¬
lic has received on it. Very likely
it will be taken up by the Senate
after the Bricker amendment,
which is supposed to come after
the St. Lawrence Waterway bill

ijs disposed of.
The general public has been led

to believe that it is a fight be¬
tween the two political parties to
get two additional Senators. The
Republicans would presumably
get two from Hawaii and the
Democrats are insisting that
Alaska also be granted statehood

guished and scholarly Mr. Noyes
died the "Star" hasn't been so

persistent on the subject.
Mr. Noyes being Senator was

Certainly the proposal is one

which should receive more con¬

sideration on its merits and not

be decided on the question of one

so they would get two. On Tues-

generally accepted belief in Wash- day, in fact, the Democrats were pressures of this crowd than
ington was that Mr. Noyes wanted successful in tying Alaskan state- pointive officials,
to be the first Senator. hood onto Hawaiian statehood.
It is a fact that since the distin- gut oniy the more reckless pol¬

iticians of either party are figur¬
ing it on this selfish basis. There
is reason to believe that now that
the question is coming to a vote or the other political parties get-

the only justification for suffrage the majority of Senators of both ting an advantage,
for the District that I ever heard.
By the same token the only jus¬

tification I know for admitting
Hawaii to statehood is that the
popular and capable Joe Farring-
ton, Delegate from the islands for
several years, would likely be the
first Senator. I venture that if

fyou ask most any member of the
\ House why he voted for Hawaiian
statehood he will tell you Joe
Farrington and his charming wife,
Betty. And I do not, for a moment,
deny the cogency of this reasoning.
But the fact is that after all of

, this playing around and jolly talk
: about Hawaiian statehood the Sen-

on • •

BeVind - the -Scene Interpretation*
from the Nation'* Capital And You

WASHINGTON, D. C.—Some
of the late Senator Robert A.

Taft's ideas about coping with

atorc are now smack un aaainst >the Reds!are beginn,ing slowIyators are now smack up agai si an(j tentatively to show up in
the strategy of the Eisenhower
Administration.

One of the late Senator's
ideas was to establish a rela¬

tively small but mobile striking
force of a million or so men.

This force could be moved read¬

ily at will to virtually any point
in the world, or to any point
accessible by sea.
Virtue of this strategy, as the

late Senator saw it, was that
the Reds, never knowing where
that force might be employed,
would have to garrison suffi¬
cient troops and store supplies
for troops necessary to counter
a U. S. threat at any one of sev¬
eral possible points where such
a striking force might be sent.
This would thus tie up several

times as many enemy troops as

the United States might be able

to bring to bear at any given

point and drain the Red mili-WHAT'S AHEAD?

CYCLES-THE SCIENCE

OF PREDICTION WITH
1954 Postscript!

'. . . now appearing .serially in CYCLES
— a Monthly Report issued by Founda-

I tion for the Study of Cycles, 9 East Tlth
Street, New York 21, N. Yr.

New members will receive 10 reports
a year giving results of latest cyclic
research in stocks, prices, business. They
are edited by Edward R. Dewey, our

Director, and co-author of the book.

Also FREE of extra cost! Reprints of
6 Chapters and Postscripts already
issued plus a Chart Projection to
1990 of various stock market cycles
made in 1944. It has worked for 10

years! Ask for Chart C-21.

ACT NOW! Send $10 today for all of
above. Money-back if not delighted with
first report. (Pro-rata refund any time
thereafter.) ...

tary and civilian economy to
keep those garrisons constantly
supplied and on the alert.
That the Eisenhower Admin¬

istration is thinking about such
a strategy is hinted as the rea¬

son for withdrawal of two di¬

visions from Korea to establish

a reserve striking force, with
the indication that later other

divisions will be withdrawn.

Senator Taft felt that such a

strategy was taking advantage

of the natural position of the

United States as the major sea

power and also advantage of

the Russian inherent weakness

as the major land power.

Another of the late Senator's
ideas was the emphasis upon air
striking power. While the

Eisenhower Administration em¬

phasis upon air power build¬

up is perhaps not as great at

present as the Senator advo¬

cated, the movement is in that

Continued on page 112

WHAT'S AHEAD FOR '54

Our "21 ST ANNUAL SURVEY OF THE OUTLOOK FOR BUSINESS
AND STOCK PRICES" is based on three different approaches to the prob¬
lem of analyzing the 6 to 12-month outlook for the stock market.

The implications of our privately developed Fundamental, Technical
and Timing Studies are supported by a "look at the record."

A limited number of copies of this comprehensive report are available
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SERVICE."

2 month trial $7— 3 month trial $10
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Auto Production
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J

might give the islands.
Anyway, Harry Bridges' Com¬

munist dominated longshoremen's
union has now come into power

and this was what Stainback
warned against. Under the pres¬
ent territorial status Hawaii's of¬
ficials are appointed and thus the
Communist influence can be con¬

tained. But under statehood the
Communist dominated Bridges'
union would likely control the
elections for Governor, for Sena¬
tor, for Congress and the like.
Elective officials would undoubt¬

edly be more responsive to the
ap-

Further recovery was noted in
the period ended on Wednesday
of last week in total industrial

production as many industries
continued to improve from the
usual year-end slowdown. But,
notwithstanding this favorable
showing, total output wks moder¬
ately under the high point of the
similar period in 1953.
With respect to the nation's

workers, figures show that claims
for unemployment insurance ben¬
efits in the week ended Jan. 2,
rose 20% and were about 60%
above the year-ago level.
First quarter steel business has

been disappointing. Even the op¬
timists admit that the upturn in
buying so far hasn't been so sharp
as many in the industry expected,
states "The Iron Age," national
metalworking weekly. But busi¬
ness is still at a good level and
new orders have been coming in a

little faster. Some of the items

that were first to weaken last

summer now look slightly
stronger.
The next few weeks should tell

the story, declares this trade
weekly. Orders being placed now
are mostly for delivery in late
February or early March. The
month of March is usually about
the best if not the best in the first
half of the year. Indications so
far point to a satisfactory but not
a big March. It will take a spurt
of orders within the next few
weeks to raise operations during
March much over 80% of rated

capacity, it notes.

Among the disappointments so
far have been railroad and auto

industry buying. Big things were

expected of both, but after a fast
start railroad buying slowed to a
snail's pace. Railroad purchasing
agents are now very cautious, and
there is no( inclination to make
heavy commitments, reports this
trade journal.

Among the auto companies only
the two biggest producers have
been placing orders anything like
steel people had expected. Most
of the other firms have been set¬

ting a moderate production pace
and living largely off of inven¬
tories. The result is that i auto
buying has been much slower
than steel people had been led to
expect, it continues.
On the brighter side of the pic¬

ture, demand for stainless steel is
showing marked improvement.
Tool steel has also taken a turn
for the better. Most grades of
electrical sheets are going well,
too. Oil country goods and struc¬

tural, of course, remain the hot¬
test tonnage items in the market.
Demand for cold-rolled sheets is

good, but the competition is all
among the sellers, "The Iron Age"
adds.

Probably because he has more
optimism on business prospects
and is finally bringing inventories
under control, the smaller con¬
sumer is becoming a more vigor¬
ous factor in the market. Al¬
though the auto sales picture still
must clarify, auto output is run¬
ning above '53 rates. But from
time to time, Chrysler and inde¬
pendents have held up steel ship¬
ments, this trade magazine points
out.
Almost every Detroit steel¬

maker reports first quarter books
pretty well filled. Second quarter
interest and inquiries seems to as¬
sure a good first half. Yet, no
steel product can now be called
even reasonably tight.
From the Midwest come encour¬

aging reports that merchant prod¬
uct demand has been rising—but
first quarter bookings may run
25% under last year. Total mill
bookings continue to move slowly
and across the product front, there
is slackness, this trade authority
reports. '
In the automotive industry the

past week output of motor ve¬
hicles in the United States con¬

sisted of 114,882 cars and 24,789
trucks, "Ward's Automotive Re¬
ports," stated.
The agency compared this with

a revised figure of 118,825 cars
and 25,226 trucks built in the pre¬

ceding week. In the comparable
1953 week 110,885 cars and 27,893
trucks were assembled.
"Ward's" said its surveys indi¬

cate that domestic dealers began
1954 with new cars inventories

only 6% below the peak estab¬
lished last Oct. 31, and 70% high¬
er than in the same time in 1953.

While no unit figures were giv¬
en, the agency stated stocks at the
beginning of 1954 amounted to a
43 days' supply, whereas a 30 days'
supply is considered normal.
December marked the fifteenth

successive month in which build¬

ing permit values exceeded the
year-ago level, Dun & Bradstreet,
Inc., reports. The total for the
month for 215 cities increased

13.0% to $372,858,042, from $329,-
947,867 in December, 1952. They
were, however, 0.7% below the
November figure of $375,582,397.

Building plans filed in New
York Cijty during December were

Continued on page 16
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Observations.. .

By A. WILFRED MAY sss

(7) A seemingly "hard core" of (6) The sharp reduction in farm or the other, are two considerations
large-scale Defense spending. income; with the President's indi- of a much more general character
(8) The Republican Administra- cated intention to pursue a some- than any embodied in the events

tion's subscription to Fair Deal- what less inflationary ("flexible") of 1927. One is the conviction
ism and Welfare-Statism, re- farm policy. , sustained by all experience, that
vealed in the President's anntial (7) The likelihood that the al- the natural course of American

messages The assurance of con- most universally anticipated Re- financial and industrial activity,
tinued government largesse, as cession, based on reduction in the is forward; the other, equally sus-
the President's proposals for more unusually high capital expendi- tained by experience, that this

■■I • | j .a f -■ ■■ ifi i | generous subsidies to housing; tures and defense activity defla- expansion, cannot proceed with-
iavorab.6 Situ UlllflVOISublG a OSSlOllltlCS lOI greatly broadened social security; tion, will eventuate—with the fur- out interruption more or less pro-

health aid. ther possibility that it will not longed. Since trade reaction in
(9) Continuation of an unbal- stop at a "5% slide." « . the last six months appears to be

anced Federal budget, with a (8) The steep rise in private undeniable, the real question for
further rise in the debt limit debt. 1928 may be the data and circum-
above the present $275 billion (9) The prospective decline in stances in which the reactionary

only a matter of time. exports as foreign aid is curtailed, movement will be found to have

(10) The certainty of anti-re- (10) The very real possibility run its course."

the first ninein

A. Wilfred May

"The Financial Outlook For
vorab!e and Unfavorable Possibilities
the Few Year Balanced, at the End
of a Twelve-Month With Conflicting

Indicators/'
Under this head, it was the an- yield on Standard & Poor's 90-

nual custom of Alexander Dana Stock Index is ,m>w !}.8% (versus . cession pump-p,riming and other that t h e Administration's anti-

American^finandal41 journalists" 3.6% in 1946); and the price-earn- antidotes, if necessary; with the Recession - Depression measures, months of* 1929 stocks rose by an-
-

and Financial inSs rat*0 9-3% (versus 23.2% in inflationary effects intensified though so intensively advertised, other 28% to the peak of the wild-
Editor of the 1946). Many decent, though not over the long-term as it may be will, after all, turn out to be est speculation of all time, with
New York Blue-Chip, issues yield up to found necessary to increase the "too-little and too-late." , industrial production gaining a

ing'Tquarto- 9%\Under,rng value is likeW'se earlier d0ses" ' * * * meagre 6%; both stock market
century until manifested in the number of is- * * * and business then sinking into
his death in sues still "worth more dead than Un-Favorable (that is, Perfonnance complete collapse — a course of

fine his vear- allve";. ^at 1S' P"ced u"der their bearish) Factors Mr. Noyes at the 1927-'28 turn- events unforecast and unforecast-
end "forecast" ne* ^U1C iqU1 va ue* (1) The historically and actu- of-the-year offered the following abld
to the mere (2) The improved political ally high prices of the institution concluding postscript to his recital What pattern now ahead for
recital of an climate for the investor; reflected, and trustee occupied are of the 0f conflicting factors:—"In one business and the securities mar-

eo?UathenUmore a*on^ with general surcease from market; where many issues are way 0), another, all of these argu- ket? Will one area have any effect
important caPrtalist-punishing taxation, in higher even than 1929, and yields ments will be closely re-examined on the other, or instead perhaps,
"bullish" and the pending program for miti- are under 4%. as eVents of 1928 unfold. Per- will each be influenced or gov-
bearish ele- gating double taxation of divi- (2) The inroad of the very high, haps the strongest of all influences erned by its own psychological

it strictly to the rSder 't^takp dends' an(* to some extent, in the if not confiscatory, rates of taxa- shaping judgment, on one side influences?
his pick of what might be con- te,'minatio,n (^though six months tion on personal income, which
trolling. , behind schedule) of the Excess even with prospective reductions,
In admiration of Mr. Noyes' Profits Tax. emasculate the investor's take-

inteffrit !nAe**ec*uai (3) Negligible speculation in home pay.
con s*i s't ^n tSwith ^ui^ing^ained securities, commodities, and real (3) The Eisenhower's Adminis-
skepticism about the possibili- estate; with or without credit ex- tration self-imposed exile from the
ties of forecasting the market- pansion. promised land of the free market.
?s-a-whole - this columns con- >phe satisfactory level of (4) Uncertainty about genuine
tnbution to this Annual Review . , . , . , „

and Outlook issue will be de- current profits-a big cushion for effective tax relief. Stemming
voted to emulating his approach the impact of any declines. Al- from the President's insistence that
for consideration by the 1954 though falling somewhat from reduction in the tax burden must
investor in common stocks. Thus, quarter to quarter, earnings are follow equivalent "reduction in
in dieu ^ the customary pre- more than 10% higher than in government spending, is his firm
diqtion in the form of an eclectic the year previous. A further opposition to the reduction in the
brief in support of the author's cushion, in translating decreased corporation tax and in the excise
conclusion, we submit the ten gross income to net, is provided taxes scheduled for April 1, next.
most relevant factors likely to by the continuing high corporate (5) The present unfavorable
exert upward pressure on the tax rate> as wen as the termina- aspects of industrial activity, re-
general market; followed by ten tion of the Excess Profits tax. Ac- fleeted in a steady month-to-
lmportant counteracting elements celerated amortization will bolster month decline since last July in
apt to influence prices downward, long-term earnings. the Federal Reserve Board's Index

Tb F hi ftb i ' (5) Plentifulness of credit and of Industrial production. A gen-r avoraDle (that is, further prospective decreases in eral excess of shipments over new
bullish) Factors interest rates; the latter auto- orders, accentuated by the gov-

(1) The good values available mdiically exerting upward pres- ernment's intensified efforts to
in today's market. The dividend sur€ on security prices. curtail military spending. The out-

(6) A permanently sustained look for increasing competition
high level of personal income, and generally lower profits. Grad-
Enormous liquid assets buttressing ually rising unemployment, an

the financial strength, and buy- increase of 400,000 in December

ing-power, of individuals. bringing the total up to 1,850,000.
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President Wants Wider Coverage,
Higher Social Security Benefits

In special message to Congress, President Eisenhower recom¬
mends enlarging scope of present Social Security system io
include ten million more workers; to raise benefit payments
and to permit pensioners to earn more in part-time work.
Would raise from $3,600 to $4,200, maximum annual amount
on v/hich employer and employee contributions are assessed.

President Dwight D. Eisenhow¬
er, on Jan. 14, sent to Congress a

special message in which he rec¬

ommended a number of amend¬
ments relating to the Federal Old
Age and Survivors Insurance Sys¬
tem and the Federal grant-in-aid
programs for public assistance.

The text of the message follows:
I submit herewith for the con¬

sideration o f
the Congress a

number of

recommenda¬

tions relating
to the Old Age
and Survivors
Insurance Sys¬
tem and the
Federal grant-
in - aid pro-

grams for
public assist¬
ance.

The human

problems o f
individual

citizens are a

proper and important concern of
our government. One such prob¬
lem that faces every indivdual is
the provision of economic secur-

Pres. Eisenhower

ity for his old age and economic
security for his family in the
event of his death. To help indi¬
viduals provide for that security
—to reduce both the fear and the
incidence of destitution to the
minimum—to promote the confi¬
dence of every individual in the
future—these are proper aims of
all levels of government, includ¬
ing the Federal Government.
Private and group savings, in¬

surance, and pension plans, fos¬
tered by a healthy, fully function¬
ing economy, are a primary means
of protection against the economic
hazards of old age and death.
These private savings and plans
must be encouraged, and their
value preserved, by sound tax and
fiscal policies of the government.
But in addition, a basic, nation¬

wide protection against these
hazards can be provided through
a government social insurance
system. Building on this base,
each individual has a better

chance to achieve for himself the
assurance of continued income
after his earning days are over
and for his family after his death.
In response to the need for pro¬

tection arising from the complex-
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a

ities of our modern society, the
Old Age and Survivors Insurance
System was developed. Under it
nearly 70 million persons and
their families are now covered,
and some 6 million are already its
beneficiaries. Despite shortcom¬
ings which can be corrected, this
system is basically sound. It
should remain, as it has been, the
cornerstone of the government's
programs to promote the economic
security of the. individual.
Under Old Age and Survivors

Insurance (OAS1), the worker
during his productive years and
his employer' both contribute to
the system in proportion to the
worker's earnings. A self-employ¬
ed person also contributes a per¬

centage of his earnings. In return,
when these breadwinners retire
after reaching the age of 65, or if
they die, they or their families
become entitled to income related
in amount to their previous earn¬

ings. The system is not intended
as a substitute for private savings,
pension plans and insurance pro-
lection. It is, rather, intended as
the foundation upon which these
other forms of protection can be
soundly built. Thus the individ¬
ual's own work, his planning, and
his thrift will bring him a higher

standard of living upon his retire¬
ment, or his family a higher
standard of living in the event of
his death, than would otherwise
be the case. Hence the system
both encourages thrift and self-
reliance, and helps to prevent des¬
titution in our national life.

In offering, as I here do, certain
measures for the expansion and
improvement of this system, I am
determined to preserve its basic
principles. The two most impor¬
tant are: (1) it is a contributory
system, with both the worker and
his employer making payments
during the years of active work;
(2) the benefits received are re¬
lated in part to the individual's
earnings. To these sound princi¬
ples our system owes much of its
wide national acceptance.

During the past year we have
subjected the Federal social se¬

curity system to an intensive
study which has revealed certain
limitations and inequities in the
law as it now stands. These should

be corrected.

(1) OASI Coverage Should Be
Broadened: My message to the
Congress on Aug. 1, 1953, recom¬
mended legislation to bring more

persons under the protection of
the OASI system. The new groups
that I recommended be covered—
about 10 million additional peo¬

ple—include self-employed farm¬
ers; many more farm workers and
domestic workers; doctors, den-
lists, lawyers, architects, account¬
ants, and other self-employed pro¬
fessional people; members of State
and local retirement systems on a

voluntary group basis; clergymen
on a voluntary group basis; and
several smaller groups. I urge the
Congress to approve this exten¬
sion of coverage.

Further broadening of the cov¬

erage is being considered by the
Committee on Retirement Policy
for Federal Personnel, created by
the Congress. This Committee will
soon report on a plan for expand¬
ing OASI to Federal employees
not now protected, without im¬
pairing the independence of pres¬
ent Federal retirement plans.
After the Committee has made its

report, I shall make appropriate
recommendations on that subject
to the Congress.

Extension of coverage will be a

highly important advance in our

OASI system, but other improve¬
ments are also needed. People
over 65 years of age who can work
should be encouraged to do so and
should be permitted to take occa¬

sional or part-time jobs without
losing their benefits. The level of
benefits should be increased. Cer¬

tain defects in and injustices un¬

der the present law should be

eliminated. I submit the following

Continued on page 45

Defense Expenditure and
The Problem of Deflation
By DR. GEORGE II. HILDEBRAND*

Associate Professor of Economics, University of California
Formerly Principal Economist, War Labor Board

Tracing the "injections" of Defense spending into the economy
since 1950, Dr. Hildebrand foresees static money supply re¬

sulting from such expenditure cuts. Declares continuation of
boom through 1954 would require: (1) an increase of one
million jobs over 1953; (2) maintenance of weekly hours un¬

changed, and (3) increase of per-man output of 2%% over

1953; resulting in 4% rise in Gross National Product. Con¬
cludes strong "built-in" forces are available to check a reces¬

sion; stressing creation of incentives for private spending.

Lord Melbourne once said of
Thomas Babington Macaulay that
he wished he "could be as cock¬
sure of any one thing as Macaulay
is of ever y-

wMMi

G. H. Hildeorand

of $56.5 billion in the third quar¬
ter.

Up to now the boom is over
three years old. It has been
powerfully stimulated by a rapid
rise in Federal expenditures on
national security (defense, foreign
aid, and atomic energy). In cal¬
endar 1950 these totalled $18.5
billion. As of the third quarter of
1953, their annual rate was $52.1
billion. Thus the average annual
rate of increase in security
spending after 1950 has been $11.2
billion in current prices. The in¬
jections have been large, reach¬
ing 14% of groks product this
year, which is very close to the
15% "savings offset" afforded by
private investment. Moreover,
cash deficits occurred in 1952 and

19*3. and in their financing they
added to outstanding money sup¬

ply.

Beginning in fiscal 1953-1954,
a long-term effort has been un¬

dertaken to balance the Federal

budget, principally by cutting se¬

curity spending. This means that
within the compass of a single
year a shift is occurring from a

sharply increasing rate of Fed¬
eral purchases of goods and serv¬
ices (of which security is 90%)
to one of as yet moderate decline.
The scale of this cut is difficult
to calculate in calendar year

equivalents, all the more so be¬
cause of the unknown rate at

which past budget authorizations
are to mature and because of un¬
settled fiscal plans for 1954-55.

According to the Review of the
Budget in 1954, security spending
in fiscal 1953-54 is expected to
fall about $1.5 billion. Given the
unknowns, I suggest that we

ought to expect an overall cut of
Federal purchases of at least $2-3
biinon in calendar 1954. More¬

over, if current plans are realized,
the cash deficit in 1953-54 would

fall to $0.5 billion, as against $5.3
billion in 1952-53. On this basis,
fiscal operations would about
cease to contribute to money sup¬

ply.
We have, then, two basic facts.

Federal purchases are now slowly
decreasing instead of sharply in¬
creasing, and the Administration
is determined to try to maintain
the present boom. What are the
requirements for succesp and how
good are the possibilities?
To keep the present boom going

in 1954 would require, first, that
we increase employment by about
one million persons over the 1953
average (this figure is only an

approximation, given the recent
erratic behavior of the labor

force); second, that average week¬
ly hours remain about as present;
and, third, that output per man
rise about 2.5% over 1953. On

present estimates, an average of
about 62 million persons pro¬
duced $369 billion of gross prod¬
uct in 1953, or $5,952 per man. If
productivity rises 2.5%, then 63
million persons should produce
about $6,100 per man, to turn out
a gross product of about $384 bij-
lion at 1953 prices. Relative to

■

, 1953, product should rise about
*A paper oy Professor Hildebrand _ _ . .... ' .

presented before the annual meeting of $lo billion, OT 4% in real terms,
the American Economic Association, „ J rr

Washington, d. c., Dec. 3o, is53. Continued on page 55

thin g." Mel¬
bourne's state
of mind is al¬

so mine when
I attempt to
gauge the im-
pacts of
changing de¬
fense expen¬

diture upon

the economv

in 1954. I shall

therefore lim¬

it m y s e 1 f to
setting out
what I think
are main

possibilities, an approach guided
by certain principles and objec¬
tives which I have chosen regard¬
less of their political value.
We are now in the midst of an

important, as yet little-noticed
experiment in the management of
our economic affairs. Its essence

is an attempt to maintain an ex¬

panding economy of private en¬

terprise despite a gradual with¬
drawal of large-scale supporting
Federal expenditures. The prin¬
cipal means for the experiment
are substantial tax reductions

coupled to easy money, applied to
a system now free of several
former direct controls. The hope
clearly is that spontaneous in¬
creases in spending for private
investment and consumption by
state and local government will
keep the present boom going.
Some precedents may be found in
the current Canadian. German,
and British prosperities.
What is novel about the ex¬

periment is the attempt to pro¬

mote this special kind of a boom
by the use of the new fiscal and
monetary knowledge acquired in
the past 20 years. Up to now, this
knowledge has been employed
either in a context of deep de¬
pression or of war inflation and
its aftermath. In the more remote

past, prosperities were founded
mainly upon private spending and
were accompanied at their ter¬
mini by perverse contractions of
money supply and by strivings for
annual balance in low-level Fed¬
eral budgets. Today we know
what damage these policies can do.

Experiments in human affairs
are never definitive. Yet the out¬

come of this particular experiment
ought to indicate in some meas¬

ure whether there is sufficient
driving power in the private econ¬

omy to permit its growth to be
stabilized within tolerable limits,
by consciously applied fiscal and
mcnetary methods.
That 1953 was a boom year re¬

quires little elaboration. As of the
third auarter, gross national prod¬
uct was running at an annual
rate of $369 billion, 6% over 1952
at almost constant prices and with
unemployment at the very low
rate of 2.5% of the civilian labor
force. Gross private domestic in¬
vestment reached an annual rate
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New Issue

The bonds may be redeemed on 30 days' published notice, on any
interest payment date, in whole, at the option of the Authority, from
any moneys that may be made available for such purpose, or in part
by lot, from moneys in the Sinking Fund, at their principal amount
and accrued interest, plus a premium of 8% if redeemed on or prior to
January 1, 1964; of 5% thereafter and on or prior to January 1,1969;
of 4% thereafter and on or prior to January 1, 1974; of 3% there¬
after and on or prior to January 1, 1979; of 2% thereafter and on or

prior to January 1, 1984; and of 1% thereafter and prior to maturity.

Interest on the bonds is exempt, in the opinion of counsel, from all present Federal income taxes. The bonds
are exempt by statute from all taxation by the State of Michigan or any of its political subdivisions.

$79,800,000

Mackinac Bridge Authority
(An Agency and Instrumentality of the State of Michigan)

4% Bridge Revenue Bonds, Series A
Dated: July 1,1953

Issuable as coupon bonds, registrable as to principal, in the denomination of $1,000, and as registered bonds without coupons in denominations of $1,000
or any multiple thereof, and interchangeable as provided in the Indenture. To be initially issued as coupon bonds.

Semi-annual interest, on July 1,1954 and January 1 and July 1 thereafter, and principal of coupon bonds not registered as to principal are payable at the
National Bank of Detroit, Detroit, Michigan, or at the Bankers Trust Company, New York City, or at The First National Bank of Chicago,

Chicago, Illinois, at the holder's option. The principal of registered bonds without coupons or of coupon bonds
registered as to principal are payable at the Detroit Trust Company, Detroit, Michigan, as Trustee.

The $79,800,000 Series A bonds, together with $20,000,000
Series B bonds, comprise the total of $99,800,000 Bridge Revenue
Bonds (Mackinac Straits Bridge) issued in conformance with
the applicable Public Acts of the State of Michigan and secured
by a Trust Indenture, dated July 1,1953, between the Mackinac
Bridge Authority and the Detroit Trust Company, of Detroit,
Michigan, as Trustee, and approved by the State Administra¬
tive Board. Interest on and principal of the total issue of bonds,
including redemption premiums, are payable solely from tolls
and other revenues derived from ownership and operation of the
bridge, which tolls and revenues are pledged to such payments
in the manner and to the extent specified in the Indenture.
The Series A bonds are accorded priority over the Series B

bonds with respect to the payment of interest and the retire¬
ment of bonds, as set forth in the Indenture.

The State of Michigan has appropriated from State High¬
way Department funds amounts sufficient to pay all expenses
of operating, repairing and maintaining the bridge in each
fiscal year beginning with the fiscal y^ar in which the bridge
will be opened for traffic, and until all principal of and interest
on the bonds have been fully paid, subject to a limitation of
$417,000 in any one fiscal year.
Neither the bonds of the Mackinac Bridge Authority nor

the interest thereon constitute an indebtedness of the State of

Michigan within the meaning of any constitutional limitations
or provisions, and neither the Authority nor the State is author¬
ized to pay such bonds or interest thereon except from the rev¬
enues pledged thereto under the provisions of the Public Acts
relating to the bridge. 1 '

Price 99 and Interest

We offer these bonds when, as and if issued and received by us and subject to the approval of legality by Mitchell and Per-
shing, Attorneys, New York City, and Miller, Canfeld, Paddock and Stone, Attorneys, Detroit, Michigan. Such offer¬

ing is not made hereby, but only by means of the Prospectus, copies of which may be obtained in any State
in which this announcement is circulated, from only such of the undersigned as are registered dealers

and are offering these securities in compliance with the Securities Laws of such State.

Union Securities Corporation Allen & Company
inc

Ira Haupt & Co. Hayden, Stone & Co. Hirsch & Co. Jones, Kreeger & Hewitt W. C. Langley & Co.

A. C. Allyn and Company
Incorporated

Stifel, Nicolaus & Company
Incorporated

McDougal & Condon, Inc.

Blair, Rollins & Co. Dempsey-Tegeler & Co. R. W. Pressprich & Co. Dean Witter & Co. Bache & Co. Dempsey& CompanyIncorporated

Francis I. duPont & Co. Johnston, Lemon & Co. Wm. E. Pollock & Co., Inc. Reynolds & Co. Salomon Bros. & Hntzler

Townsend, Dabney and Tyson Tripp & Co., Inc. Auchincloss, Parker & Redpath Gregory & Son The Ohio Company
. Incorporated ,

■
■

I 1
/

Hayden, Miller & Co. DeHaven & Townsend, Crouter & Bodine Byrne and Phelps
Incorporated

Cruttenden&Co. Foster&Marshall Leedy,Wheeler&AIleman Merrill,Turben& Co. The Robinson-Humphrey Company, Inc.
Incorporated

|

Scott, Horner & Mason, Inc. Talmage & Co. Green, Ellis & Anderson Atwill and Company Clayton Securities Corporation

Dreyfus & Co. Eldredge & Co. The First Cleveland Corporation First Securities Company Wm. P. Harper & Son & Co.
Incorporated of Chicago

Mason-Hagan,Inc. Mullaney,Wells & Company Roosevelt & Cross G. H.Walker & Co.
Incorporated

'

• 1January 18,1954

'\L
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Dealer-Broker Investment
Recommendations & Literature
It is understood that the firms mentioned will he pleased

to send interested parties the following literature:

Attractive Issues—Tabulation of 36 high-yield issues—Crowell,
Weedon & Co., 650 South Spring Street, Los Angeles 14, Cal..

Banks and Trust Companies of New York—Comparative fig¬
ures as of Dec. 31, 1953—New York Hanseatic Corporation,
120 Broadway, New York 5, N. Y.

Candidates for Dollar Averaging—Tabulation of selected is¬
sues—Francis I. du Pont & Co., 1 Wall'Street, New York
5, N. Y. Also available in the current issue of "Gleanings"
are lists of selected issues with only common shares out¬
standing, and also of high yield preferreds.

Cycles—Monthly reports giving results of latest cyclic research
in stocks, prices, business—$10—also included are reprints
of six chapters and postscripts issued plus a Chart Projection
to 1990 of various stock market cycles made in 1954 (Chart
C-21)—Foundation for the Study of Cycles, 9 East 77th
Street, New York 21, N. Y.

Equipment Trust Certificates—Semi-annual appraisal—rStroud
& Company, Incorporated, 123 South Broad Street, Phila¬
delphia 2, Pa. Also available is a semi-annual appraisal as
of Dec. 31 of City of Philadelphia and Philadelphia School
District Bonds. * 1

Graphic Stocks—January issue containing over 1,001 charts
showing monthly high, lows, earnings, dividends, capitali¬
zations, volume on New York and American Stock Ex¬
changes, covering 12 full years to Jan. 1, 1954—single copy
$10; yearly (six revised issues) $50.00—(special offer: two

i books 1924-1935 and current 1954 issue, both for $20.00)—
F. W. Stephens, 15 William Street, New York 5, N. Y.

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

New York City Bank Stocks — Year-end comparison and
analysis of 17 bank stocks—Laird, Bissell & Meeds, 120
Broadway, New york 5, N. Y.

Outlook for Business and Stock Prices—21st annual survey—
Available to subscribers to "Business and Investment Timing
Service"—Two months trial $7; three month trial, $10;
anriual subscription, $60—Anthony Gaubis & Company, 37
Wall Street, New York 5, N.'Y.

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

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

Poor's 1954 Register of Directors and Executives— Contains

corporate listings of nationally known companies, titles
and duties of all leading officers and directors, technical per¬
sonnel^ traffic managers, sales managers, purchasing agents,
etc.; includes histories of 80,000 executives; breakdown of
203 classifications of industry, with a products index of over
2,500 commodity and service items—For examination copy
write Dept. A752127, Standard & Poor's Corporation, 345
Hudson Street, New York 14, N. Y.

Popular Blue Chips—Over-the-Counter—"Highlights No 25"
—Troster, Singer & Co., 74 Trinity Place, New York 6, N. Y.

Troducts and Processes—Illustrated booklet on use of Alloys,
Carbons, Chemicals, Gases and Plastics made by Union Car¬
bide—Ask for booklet G—Union Carbide and Carbon Cor¬
poration, 30 East 42nd Street, New York 17, N. Y.

Public Housing in New York City—Brochure—New York
Chamber of Commerce, 65 Liberty Street, New York 5. N. Y.

Resources of Canada: New Brunswick area—Booklet—Savard
& Hart, 230 Notre Dame Street, West, Montreal, Canada.

Securities Outlook for the Investor and Business Executive—
Brochure (ask for cony C)—G. H. Walker & Co., 1 Wall
Street, New York 5, N. Y.

Taxability of Dividends Paid in 1953 by various investment
f inds—Taussig, Day & Company, Inc., 509 Olive Street,
St. Louis 1, Mo.

T<*yf° ??arket in 1953—Brief analysis in current issue of
Weekly Stock Bulletin"—Nikko Securities Co., Ltd., 4
1-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan. Also
available is a tabulation of Pre-Tax Earnings of the Top
100 Companies. ,

Your Future Is in Nassau County—Booklet describing plant i

sites—Long Island Lighting Company, Industrial Develop¬
ment Department, 250 Old Country Road, Mineola, L. I., N. Y.

Bridgeport Gas Light—Bulletin—Sutro Bros. & Co., 120 Broad¬
way, New York 5, N. Y. jAlso available is a comparative
tabulation of Electric Utility Common Stocks.

Campbell-Taggart Associated Bakeries, Inc.—Bulletin—Sanders
& Newsom, Republic Bank Building, Dallas 1, Texas.

Claude Neon, Inc.—Special report—Frank M. Cryan & Co.,
52 Broadway, New York 4, N. Y.

Farrington Manufacturing Company—Analysis—John C. Legg
& Company, 76 Beaver Street, New York 5, N. Y.

General American Oil Co. of Texas—Card Memorandum—
Doyle, O'Connor & Co., 135 South La Salle Street, Chicago
3, 111.

Houston Natural Gas Corporation—Analysis—Russ & Com¬

pany, Alamo National Building, San Antonio 5, Tex.
Kaiser Aluminum & Chemical Corp.—Bulletin—H. Hentz &

Co., 60 Beaver Street, New York 4, N. Y. Also available
is an analysis of Delta-C & S Airlines.

Newport Steel Corporation—Bulletin—Gartley & Associates,
Inc., 68 William Street, New York 5, N. Y.

Pittston Company—Report—Stieglitz & Co., 40 Wall Street,
New York 5, N. Y.

Puget Sound Power & Light—Review—Ira Haupt & Co., Ill
Broadway, New York 6, N. Y.

Riverside Cement Company—Analysis—ask for report T-31—
Lerner & Co., 10 Post Office Square, Boston 9, Mass.

Stromberg Carlson Company—Report—Eastman, Dillon & Co.,
15 Broad Street, New York 5, N. Y.

Tejon Ranch Co.—Analysis—Ferris & Company, Washington
Building, Washington 5, D. C.

Todd Shipyards Corporation—Analysis—Talmage & Co., Ill
Broadway, New York 6, N. Y.

Westeel Products Limited — Review — James Richardson &

Sons, 173 Portage Avenue, East, Winnipeg, and Royal Bank
Building, Toronto, Canada.

Wisconsin Bankshares Corporation—Analysis in current issue
of "Business and Financial Digest"—Loewi & Co., 225 East
Mason Street, Milwaukee 2, Wis. Also in the same issue is
a tabulation of stocks widely held in Wisconsin. Also avail¬
able are reports on General Telephone Company of Wiscon¬
sin and Dewey & Almy Chemical Co.

NSTA Notes

Carrol J. Hoffman

SECURITY TRADERS ASSOCIATION OF NEW YORK

The Security Traders Association of New York will hold its
18th annual dinner at the Waldorf-Astoria, Friday evening May 7.
Daniel D. McCarthy, Union Securities Corporation, is Chairman
of the committee on arrangements.

Dinner reservations should be made with Sidney Jacobs, Sid¬
ney Jacobs & Co., and hotel reservations may be made through
Soren Nielson, New York Hanseatic Corporation.

Vocal members of the Security Traders Association of New
York are arranging to form a Glee Club, which will meet every
Tuesday from 5:30 to 6:30 p.m. at Schwartz's Restaurant. Sal
Rappa, F. S. Moseley & Co., is directing the Club.

BOSTON SECURITY TRADERS ASSOCIATION

The Boston Securities Traders Association will hold their 30th
annual Winter Dinner at the Sheraton Plaza Hotel on Thursday,
Feb. 11 at 6 p.m.

John A. McCue of May & Gannon, Inc., is Chairman of the
committee which includes: John L. Daley, J. B. Maguire & Co.,
Inc.; Fred V. McVey, Childs, Jeffries & Thorndike, Inc.; Thomas
J.. Montague, Minot, Kendall & Co., Inc.; Daniel L. Quinn,
Schirmer, Atherton & Co.; Joseph F. Robbins, F. S. Moseley & Co.;
Alfred A. Wagner, Coffin & Burr, Inc.

Burton F. Whitcomb of Harriman, Ripley & Co., Inc. is in
charge of ticket reservations, and Edward W. Lawrence of Hemp¬
hill, Noyes & Co. is in charge of room reservations.

James B. McFarland of Hecker & Co., is handling out of town
reservations for Philadelphia; Edward Jorgensen of Hemphill,
Noyes & Co., reservations for New York, and Nicolas E. Fon Eisen
of Fahnestock & Co., reservations for Hartford and New Haven.

Carrol Hoffman Forms
Own Firm in Boston

BOSTON, Mass. — Carrol J.
Hoffman, former partner, in
Draper, Sears & Co., where he
was active in the field of invest¬
ment research
and sales

management,
has formed

the invest-
ment firm of
Carrol Hoff¬

man & Co., at
89 State St.
The new firm
will specialize
in mutual

fund planned
inves tment

programs.

A graduate
of Harvard

U n i versity,
Class of 1926, and of Harward
Business School in 1928, Mr.
Hoffman began his business
career following graduation with
the firm of Ellis & Lane, invest¬
ment bankers, as a securities
analyst. In 1937 he became a
partner in Draper, Williams &
Co. which merged with Bright,
Sears & Co., in 1941 to form Dra¬
per, Sears & Co. He has been
chairman of the board of Millers
Falls Paper Co. since 1949 and is
also a director of Parsons Paper
Co. He is a member of the Bos¬
ton Investment Club, the Adver¬
tising Cluti of Boston and Sales
Managers Club, Boston.

Paine,Webber Appoints
A. P. Everts, Jr.

BOSTON, Mass. — Albert P.
Everts, Jr., has been appointed
Sales Manager in the Boston of¬
fice of Paine, Webber, Jackson &
Curtis, 24 Fed-
eral Street,
members of

leading na¬

tional Stock

E x c h anges,
it was an¬

nounced by
Morris F. La-

Croix.

Mr. Everts

has been a

r e g i s t e red
representative
in the local

Paine, Web¬
ber, Jackson
& Curtis of¬
fice since his discharge from the
Navy in 1946 after service as an
officer in the Pacific Theater.

Albert P. Everts, Jr.

BONDS
Legal for Savings Banks

and Trust Funds in
New York

To Yield Over 9%

Security Adjustment Corp.
TRiangle 5-5055 Established 1935
16 Court Street, Brooklyn, New York City

We Buy and Sell All Securities

STATE AND MUNICIPAL BONDS

CORPORATE BONDS

LOCAL STOCKS

RHODES-HAVERTY BLDG. ATLANTA 1, GEORGIA

WALNUT 0316 LONG DISTANCE 421

Dealers in

REAL ESTATE
MORTGAGES — BONDS

UNLISTED SECURITIES

C. H. TIPTON
SECURITIES CORP.

Mevibers N. Y. Security Dealers Ass'n

111 Broadway, New York 6, N. Y.
Telephone WOrth 2-0510
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Adding Profits
By IRA U. COBLEIGII

Author of "Winning in Wall Street.

Toting up some of tbe dements contributing to the success
of Burroughs Corporation, and to the merits of its common

stock equity.

Ira U. Cobleifk

Addition is pretty important in
our lives. Since Adam we've been

adding to our population; with
each generation we're added new

discoveries
giu. mm ,i, TOMi-ga - •

1 •.«*«■*■ and inven¬

tions; new
laws and taxes
are addedwith
each legisla¬
tive session;
dimensions

have been
added to

movies; chlo¬
rophyll added
to tooth paste;
and billions
added to both
our national
income arid

/ national debt.

Yet, with all of our brushes with
addition through the years, a lot
of us still have trouble totaling
the grocery list or our check
books.

Thus, with all this addition, and
more complicated calculations go¬

ing on about us, it is easy to per¬
ceive the importance, in our so¬

ciety, of Burroughs Corporation,
which we outline today.
What with snow blanketing the

Northeast all last week topical
reference suggests that two years
before the Blizzard of '88 (1886
to be exact) one William Seward
Burroughs invented the adding
machine. Almost at once there
was formed in St. Louis, the
Arithometer Company to manu¬
facture this intricate machine

which, in those days, made quite
a racket as it added numbers. (No,
Junior, there is no connection be¬
tween that, and the numbers
racket.) By 1905, the enterprise
had relocated in Detroit and be¬

come the Burroughs Adding Ma¬
chine Co., which name was quite
recently streamlined to Burroughs
Corporation. Adding machines
were produced in volume and sold
widely to business and financial
institutions. A broad sales or¬

ganization was developed and,
with the passage of time, com¬

panion items were added—book¬
keeping and billing machines,
calculators, special machines for
handling bank passbook entries,
combination cash register and
adding machines. Then, during
World War II the company en¬
tered electronics in a big way,

producing equipment for the
Armed Forces. Such vital military

adjuncts as shipboard and anti¬
aircraft fire controls, airplane

navigational instruments, artillery
location computers were part of
war products. These alf paved the
way for Burroughs' brand new

(1953) electronic instrument di¬
vision at Paoli, Pa. Extensive
research is planned not only in
recording, computation and trans¬
mission of business data elec¬

tronically. Research, as everyone
knows, is a must for growing com¬
panies nowadays, and Burroughs
appears well equipped in this de¬
partment with the new facilities
in the Philadelphia district added
to the splendid engineering la¬
boratories at the main office in
Detroit. ; ! '*> "

Record High Sales Forecast

Another guide to Burroughs
progress is a look at the sales
chart. Ten years ago results (1934)
showed sales of $24,588,000. By
1950 they had passed the $100 mil¬
lion marker, hit $151 million last
year; and should rack up an all
time high of $160 million for 1954.
A sales gain of 60% in five years
is a pretty good tribute to man¬

agerial excellence. About $40 mil¬
lion of this year's business is for
government account.
To achieve such extensive man¬

ufacture and distribution of prod¬
uct, Burroughs has plants at De¬
troit and Plymouth, Michigan,
Park Ridge, N. J., and Brooklyn,
N. Y. There are foreign plants in
Canada, Brazil, Scotland, England
and France (15 plants altogether).
Sales are generated from 140 sales
branches of the company itself,
2,350 independent retail dealers in
the U. S. and Canada and about 85

foreign branches throughout the
world. Foreign sales now repre¬
sent almost 25% of the total, and
have enjoyed a rapid postwar
expansion.
The profitability of Burroughs

has not quite kept pace with its
impressive sales grqwth. This is
probably for two reasons. First
the section of the business done
for government account is
not done at a wide profit spread;
and, secondly, the cost of recent
research and product develop¬
ment, while a powerful progenitor
of future earnings, has clearly
reduced the current per share fig¬
ures. Altogether there are 4,997,-
390 shares of BGH listed on the
NYSE (preceded by $31.6 million
of long-term debt). The per share
for 1952 was $1.58. Perhaps $1.70
will have been achieved for 1953;
and it does not require reckless
optimism to project 1954 results
around the $2 level. This would

allow quite adequate coverage of
the $1 in dividends declared for
1953.

Consecutive Dividends Since 1895

Speaking of dividends, Bur¬
roughs has paid one every year
since 1895 which puts it in a

quite elite group of American
corporations. Not only that, but
it has, I believe, operated at a

profit in each year in this cen¬

tury. (A number of companies
which have kept their dividend
goal line uncrossed, have actually
had one or more years of operat¬
ing in the red.)
There does not seem any occa¬

sion or need for further financing
for the company in the immedi¬
ate future. Net working capital
(1952 year-end) was $62 million,
and the company has virtually
completed a postwar plant expan¬
sion program involving roughly
$17 million.
It shouia not be concluded that

Burroughs has the field of adding,
computing, and bookkeeping type
machines all to itself. • There's
International Business Machines;
in the broad field while more1

specific competitors might include
National Cash Register (roughly
50% larger in sales), Monroe,
next in line, Clary and Felt and
Tarrant—-all pretty energetic out¬
fits.

Diversified Products

Perhaps, in review, the most
important observation to be made
about Burroughs today is to note
the widening diversity of product
and the broad participation BGH
should have in electronics in gen¬
eral and the field of automatic
and labor saving office devices in
particular. We're heading toward
completely automatic factory
operation in many processes and
we're doing more and more office
work in the same way. Burroughs
has since 1952 had an automatic

device for selling railway tickets,
and now produces microfilm sys¬

tems among its standard items.
The Burroughs President, John

S. Coleman, is a distinguished in¬
dustrial leader who in his 34 years

with the company has come all
the way up the line from cub
salesman. His business and exec¬

utive talents have also led him
as well to other stations of lead¬

ership. He is Chairman of the
Federal Reserve Bank of Chicago
and a director of Michigan Bell
Telephone Company, American
Optical Company and Freuhauf
Trailer Co. |
The inexorable increase in the

price of labor (office as well as

factory) and the ever increasing
volume of statistics, records and
reports which have become the
trappings of our advanced indus¬
trial society, suggest that com¬

panies like Burroughs constantly
at work to speed up, and reduce
costs, of figure and data handling,
should enjoy an unremitting and
probably steadily increasing de¬
mand for their wares. For that

reason, it does not seem absurd
to suggest that,. from our brief
little review today, we might con¬
clude that BGH is verging upon a
new horizon of growth in sales
and profitability. Already a dis¬
tinguished and durable member of
our corporate leaders, its common

stock current levels of 16V2 to

yield 6.25% does not seem with¬
out merit to sensible security buy¬
ers. It appears to be adding profits
and that's one of the basic goals
of our unrivalled system of pri¬
vate enterprise.

Businessman Must Save Himself,
The—W. H. McComb— Harper
& Brothers, 49 East 33rd Street,
New York 16, N. Y. (cloth) $1.75

Citizens Budget Commission for
the Year Ending Dec. 31, 1953—
Citizens Budget Commission, 51
East 42nd Street, New York 17,
N. Y. (paper).

Housing Market Analysis: A study
of Theory and Methods—Ches¬
ter Rapkin, Louis Winnick, and
David M. Blank — Division of

Housing Research, Housing and
Home Finance Agency— Avail¬
able from Superintendent of
Documents, U. S. Government
Printing Office, Washington 25,
D. C. (paper), 500.

Outlook for Business and Stock
Prices — 21st annual survey —

available to subscribers to

"Business and Investment Tim¬

ing Service"—2 months trial $7;
3 months trial, $10; annual sub¬
scription, $60—Anthony Garibis
& Company, 37 Wall Street,
New York 5, N. Y.

Poor's 1954 Register of Directors
and Executives—Contains cor¬

porate listings of nationally
know companies,- titles arid
duties of all leading officers
and directors, technical person¬
nel, traffic managers, sales man¬
agers, purchasing agents, etc.,
includes histories of 80,000 exec-
utives, and a breakdown of 203
classifications of industry, with
a products index of over 2,500

■ commodity and service items.
For examination' copy write
Dept. A752-127, Standard Mc
Poor's Corporation, 346 Hudson

, Street, New York 14, N. Y.

Public Housing in New York City
—New York Chamber of Com¬

merce, 65 Liberty Street, New
York 5, N. Y. (paper)

Silver Market: 38th Annual Re¬
view (1953)—Handy & Harman,
82 Fulton Street, New York 38,
N. Y. (paper).

Stranger at Our Gate, The:
America's Immigration Policy-
Hubert H. Humphrey, Jr. —

Public Affairs Committee, 22
East 38th Street, New York 16,
N. Y. (paper), 250.

Your Future Is in Nassau County—

Booklet describing plant sites—

Long Island Lighting Company,
Industrial Development Depart¬

ment, 250 Old County Road,

Mineola, L. I., N. Y.

STOCK G> BOND

BROKERAGE SERVICE

for Banks, Brokers and Dealers
t '

/
. •

Hardy & Co.
Members New York Stock Exchange
Members American Stock Exchange

30 Broad St
Telephone Dlfby 4-7800

New York 4

Teletype NY 1-733

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. >

$30,000,000

Ohio Edison Company
First Mortgage Bonds VA% Series of 1954 due 1984

Dated January 1, 1954 Due January 1,1984

Price 101.93% and accrued interest

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

A. C. ALLYN AND COMPANY
INCORPORATED

A. G. BECKER &, CO.
INCORPORATED

HALSEY, STUART & CO. INC.

BEAR, STEARNS & CO.

DICK & MERLE-SMITH HALLGARTEN & CO. LADENBURG, THALMANN & CO.
i " ' / •

PAINE, WEBBER, JACKSON & CURTIS L. F. ROTHSCHILD & CO.

SCHOELLKOPF, HUTTON & POMEROY, INC. SHIELDS & COMPANY

WM. E. POLLOCK & CO., INC.

COOLEY & COMPANY COURTS & CO. SHEARSON, HAMMILL & CO.
I ■

VAN ALSTYNE, NOEL & CO. BURNriAM AND COMPANY

THE ROBINSON-HUMPHREY COMPANY, INC. STERN BROTHERS & CO.
, ' v t:,«* . .

January 21, 1954 - i

GREGORY &. SON
INCORPORATED

WEEDEN & CO.
INCORPORATED

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



10 (262) The Commercial and Financial Chronicle . . . Thursday, January 21, 1954

General Motors Optimistic
Harlow H. Curtice, President of General Motors, says company
will spend $1 billion in next two years to meet the needs of
an expanding market. Takes optimistic view of business out¬
look, and reveals, by fall of 1955, General Motors will have
expended $3 billion for capital investment since end of the war.

Optimistic views of Mr. Curtice supported by the Chairman of
the Board of General Motors, who expressed confidence in

future of auto industry,

In an optimistic address on the
business outlook before a lunch¬
eon group of 500 business and in¬
dustrial leaders at the Waldorf-
Astoria Hotel, New York City, on
Jan. 19, in connection with the
opening of GM's Motorama of
1954, Harlow H. Curtice, Presi¬
dent of General Motors, an¬
nounced that the corporation will
spend $1 billion in the next two
years on a new expansion pro¬

gram to "meet the needs of an ex¬

panding market."
Mr. Curtice said the funds will

be used mainly to provide addi¬
tional capacity for GM's automo¬
tive divisions. Sixty percent of
the new capital expenditure pro¬

gram will be accomplished during
1954, and the remainder by the
tall of 1955, he added.
"This program is a measure of

our faith in our country," Mr.
Curtice said. "It will enable Gen¬
eral Motors to continue to make

its full contribution to a strong
and expanding national economy."

GM's new capital investment
program, Mr. Curtice explained,
is "in addition" to expenditures of
$2 billion by GM during the eight-
year period from 1946 through
1953.

By the fall of 1955, he said,
General Motors "will have ex¬

pended $3 billion for capital in¬
vestment since the end of World

War II," in addition to annual ex¬
penditures for special tools during
this period.
"This new expansion program,"

the GM President said, "is being
undertaken at this time to assure

General Motors adequate capacity
to enable us to keep pace with the
normal growth of the market as

we appraise it for the future.
"It will help to provide a solid

foundation for our position in the
•industry, create expanding job
opportunities and further protect
the investment of the owners in
the business."

Mr. Curtice expressed confi¬
dence that 1954 would be another

good year for business. He pre¬
dicted a gross national product
equal to this year's estimated rec¬
ord of $365 billion.
"No depression is in my vision,"

he said. "It is my belief that the
national economy will be strong
and healthy throughout the year."
Mr. Curtice forecast that Gen¬

eral Motors' volume of sales "in

physical and dollar terms in 1954
should not be far from the high
level attained in 1953." Last year,
he reported, GM's dollar sales ex¬

ceeded $9 billion "by a substantial
amount."

INDUSTRIAL, PUBLIC UTILITY, RAILROAD

and MUNICIPAL SECURITIES

UNLISTED TRADING DEPARTMENT

Laurence M. Marks & Co.
Members New York Stock Exchange
American Stock Exchange (Associate)

49 Wall Street, New York 5, New York

Telephone HAnover 2-9500 Teletype N.Y. 1-344

U. S. Governments Municipals Public Utilities
\ s^

I *

Industrials Railroads Equipment Trusts
A

Canadians Preferred Stocks

Bank Acceptances

Salomon Bros. & Hutzler
Members New York Stock Exchange

Sixty Wall Street, New York 5, N. Y.

Boston Cleveland Chicago San Francisco

As for the automobile industry,
the GM President estimated that
the domestic market should ab¬

sorb "in the area" of 6,300,000 pas¬

senger cars and trucks during
1954. Unit production, including
Canada and for export to other
markets, should approximate a to¬
tal of 7 million cars and trucks,
he said.
Mr. Curtice said the automobile

industry's factory sales in the
domestic market during 1953 to¬
taled 7 million cars and trucks.

Including Canada and units pro¬
duced for export, industry sales
amounted to about 7,800,000 units,
second largest volume in history,
he said.

GM's U. S. and Canadian plants
produced almost 3,000,000 pas¬

senger cars and more than 500,000
trucks during. 1953, according to
Mr. Curtice. GM sold more auto-r

mobiles in 1953 than in any other
year except 1950, he said.
Mr. Curtice reported that GM's

new and improved 1954 models
required an outlay of approxi¬
mately $350 million for special
tools, dies, jigs and fixtures.
"We believe they represent out¬

standing progress and the greatest
value ever offered by General
Motors," he said.
In 1954 GM models, Mr. Curtice

said, new engines with increased
horsepower and improved auto¬
matic transmissions provide bet¬
ter performance, more economy
and greater highway safety.
Mr. Curtice chided "those who

see recurrent shadows of depres¬
sion and recession" and urged
these people to "have faith."
"If those who persist in taking

a pessimistic view of the future
succeed in planting fear in the
minds of the public, those seeds
of fear could take root and the
result might be the very condition
we seek to avoid," he declared.
"Public confidence is difficult

to measure, and so its importance
is not always understood. But, it
is a key factor in maintaining a

high level of economic activity."
He praised the Eisenhower Ad¬

ministration "for the many con¬

structive steps it has already taken
in the direction of restoring the
foundations for a free economy."
"With the end of controls," Mr.

Curtice added, "the initiative has
now passed to private industry.
Business leaders have the respon¬

sibility and must accept the chal¬
lenge of building on these foun¬
dations an economy that will con¬
tinue to be sound and dynamic.
"In General Motors we are ac¬

cepting this challenge."
He asserted that "with a favor¬

able economic climate, an enter¬
prise system unhampered by con¬

trols, and a people willing to work
for an improved standard of liv¬
ing, the responsibility rests with
industry and business to keep the
economy strong and, over the
years, keep it expanding."
Mr. Curtice noted these as

among the reasons for his belief
that good business lies ahead in
1954:

(1) Continued high capital in¬
vestment by industry.
(2) New housing starts, that

"should exceed a million again
this year," and a high rate of
commercial building.

(3) Continuance of high de¬
fense expenditures.

(4) Little change in the over¬
all high level of employment.

(5) Consumer spending main¬
tained substantially "at present
high levels as a result of well-
sustained incomes and lower
taxes."

For the automotive industry,
Mr. Curtice predicted strong com¬

petition in 1954 but said "our

industry, as well as American in¬
dustry generally, has always
thrived on competition."

"Competition in our industry in
1954 means hard work and more

aggressive selling than in' any
year since 1951. We in General
Motors not only welcome the re¬

turn of competition but are pre¬

pared for it. Any automobile man

worth his salt is finding the re¬
turn to normal competitive con¬
ditions a thrilling challenge.
"I emphasize this because there

have been so many opinions ex¬

pressed by persons who are un¬

familiar with the industry and its
achievements. We have even been
accused of weakening the econ¬

omy through over-production.
This is a misinterpretation of the
facts. Over the years the auto¬
mobile industry has contributed
importantly to the national econ¬
omy. It did so in 1953 and will
continue to do so in 1954."

As for the long-range future of
the country's economy, he said
many factors will continue to
work "to bring increased wealth
to our nation and steadily raise,
our standard of living."

'Following Mr. Curtice's ad¬
dress, Alfred P. Sloan, Chairman
of the Board of General Motors,
in his remarks, upheld Mr. Cur¬
tice's views, saying "it is not un¬

duly optimistic," adding: "I prob¬
ably won't live to see it, but
somebody some time is going to
stand before you not many years
hence and tell you that General
Motors has found its capacity too
small; probably the expansion at
that time will be in terms involv¬

ing two billion rather than the
billion Mr. Curtice mentioned or

the billion and a half that I am

talking about."
"General Motors accepts the

challenge of 1954 just as it ac¬

cepted the challenge of 1953. It
adopts its program with perhaps
two objectives in mind and these
objectives might be styled some¬

thing like this:

(1) "Operation Opportunity"—
An opportunity that will look
down the road to developing a
more efficient and a bigger Gen¬
eral Motors, not only in the inter¬
ests of its people as workers and
shareholders, but also in the serv¬

ice it renders to the public, to
people here and overseas.

(2) "Operation Responsibility"
— A responsibility of General
Motors to support the construc¬
tive efforts of the Eisenhower
Administration in its concept of
what industry and business need
to become more stabilized; to ad¬
vance our concepts of production
and distribution and add to the
standard of living of the people,
and, incidentally, to build a

stronger and better foundation
under the American concept of
the present economy."

COMING

EVENTS
In Investment Field

Jan. 22, 1954 (New York City)

New York Security Dealers
Association 28th annual dinner at
the Biltmore Hotel.

Jan. 22, 1954 (Philadelphia, Pa.)
Annual meeting and election of

Philadelphia Securities Associa¬
tion.

Jan. 23-25, 1954 (Chicago, III.)
National Security Traders Asso¬

ciation meeting of officers, mem¬
bers of council and National Com¬
mittee at the Hotel Sherman.

Jan. 25, 1954 (Chicago, 111.)
Bond Traders Club of Chicago

mid-winter meeting at the Furni¬
ture Club.

Jan. 29, 1954 (Baltimore, Md.)
Baltimore Security Traders As¬

sociation Annual Mid-Winter Din¬
ner at the Lord Baltimore Hotel.

Jan. 29, 1954 (Philadelphia, Pa.)
Bond Club of Philadelphia an¬

nual meeting at the Warwick
Hotel.

i.
Feb. 11, 1954 (Boston, Mass.)
Boston Securities Traders As¬

sociation 30th annual winter din¬
ner at the Sheraton Plaza Hotel.

Feb. 26, 1954 (Philadelphia, Pa. )
Investment Traders Association

of Philadelphia annual midwinter
dinner at the Ben Franklin Hotel.

May 7, 1954 (New York City)

Security Traders Association of
New York annual dinner at the
Waldorf-Astoria.

May 16-20, 1954 (Chicago, 111.)
National Federation of Finan¬

cial Analysts Societies Conven¬
tion at the Palmer House.

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 the
Hotel Claridge.

Underwriters, brokers Dealers

distributing

Corporate and Municipal Securities

since 1886

W. E. HUTTON & CO.
Members New York Stock Exchange

and other leading exchanges

NEW YORK

Philadelphia Baltimore

Lexington, Ky. Easton, Pa.

, CINCINNATI '

Boston Dayton Hartford

Portland, Me. Lewiston, Me.
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Atomic Energy and
Electric Utility Securities)

By ELDRED H. SCOTT*

Controller, The Detroit Edison Co.

After pointing out nuclear power, if used to generate electric
power economically, will merely provide a new form of fuel • -

^ and will not do away with existing steam turbo-generators,
transmission and distribution systems, Mr. Scott gives data .

< j on the financial areas of competition between nuclear power * 1
and conventional fuels. Holds area of cost reduction is limited,

r and utilities could recoup from customers, as an obsolescence i

charge, large write-offs of property because of the introduction )
i of nuclear power. Says utility managements are alert to nuclear

possibilities, and are ready to adopt new and improved tech- '

nologies. Holds government competition with utilities is main
threat to their future profitableness.

. The welter of headlines herald- tious while awaiting the building can be used to genPratp electric
mg this new source of heat energy and operation of a commercial re-

power economically will merelyreleased by nuclear fission has actor.
_ "

. . U . ^ JSe a Slorn' offuelTheraised many questions affecting The Joint Committee on Atomic reactor can replace only the boilerthe tuture ot Energy of the United States has portion of thermal generating sta-electric utili-. published two volumes of 649 and tions. The existing steam turbo-
ties. The po- 415 pages entitled, "Atomic Power generators, transmission and dis-

/? if ?vT and Private Enterprise." The tribution systems will still belorded by the articles, speeches and reports gen- nppp^arv '
prospect of erally cover the problems of re- rp. , . • a a ^

generating search and development, the eco- The: hypothesis of decreased
electricity nomics of design, construction and generating costs, however minute
from atomic operation of atomic power plants, or considerable, greatly simplifies
energy must the ownerhip of raw materials, our annrnapu T , f nnnnp „anbe causing the the patent situation, and the safety °U Tt ° , ' ° 6 ( "
portfolio man- 0f personnel. say what the final comparative

idation. His general theme was

not to leave atomic energy to the
expert which he defined as "one
who- avoids the small errors as

he sweeps on to the grand fal¬
lacy."

An Hypothesis of Lowered Costs
From Nuclear Power

The purposes of this paper are
served if we assume that elec-t

tricity from nuclear power will be
generated at less cost than by the
use of other fuels. If it turns out

differently we can be sure that
■ there, will be little, if any, effect
on the securities of electric utili¬
ties. The only loss would be the

> amounts now being spent on re¬
search and development. (The as¬
sets of the 18 electric power sys¬
tems in the Dow Chemical-Detroit
Edison group total over $8 bil¬
lion.) 1
Nuclear power, if and when it

agers of our
large insur-

Much has been heard from the iesu^s will be.

Eldred H. Scott and reflect on

physicist, the chemist, the engi- A. conventional power plant
nies to pause neer: The P°litician» Government costs in the neighborhood of $160
and reflect on admir|istrators, et?-' but little has per kilowatt of capability today.
the future oXXfnandaras"- Most estimates of generating cost

value of their electric utility in- pects as they affect electric utility arrive at about 7 mills per kilo-
vestments. Are they about to lose securities outstanding and to be watt-hour as typical for the whole
their traditional market stability? outstanding. country. - This includes all fixed
Are his conclusions based on the Coupled with the availability charges. In the reactor field esti-
trend of past results likely to be of all this published information, mates have been as high as $850
upset by unexpected develop- the recent statements by respon- per kilowatt of capability. Even
ments? sible Government authorities that assuming greatly reduced fuel
If he happens to remember that, other nations, friendly and un- costs, few studies have come near

unlike coal gas or petroleum, friendly, are getting ahead of us the $300 per kilowatt believed

electricity is a form and not a on industrial applications greatly necessary to make nuclear power
source of energy, his fears'will be arouses one's curiosity as to just competitive,

allayed. The quantity of informa- what classified atomic information
tion now available on the scien- is available to those "cleared" by
tific and engineering problems of the FBI. An address by U. S.

nuclear power is monumental. It Atomic Energy Commissioner

(263) 11

fuels in present day usage. (Table by the introduction of nuclear
L)

. power, is covered IVz times by the
Since this is a session called to Emiitv armnnt

consider the financial problems Tf ,, ,

of insurance companies the liabil- " ^ assume that the primary
•i .. , .....

, , aim of the bond purchaser is tolty side of the utility balance ., , ,, .,

, , '
TT ,.. avoid trouble rather than to pro-sheet is also presented. Holdings . ... ... , . ,. ,,

~-p ~ a tect himself in case of trouble, theof these securities are, of course, . , , .. . , . ' .

# +u • • ! x . j.i_ introduction of any cost reducingone of the principal assets of the . .

.

, i . , . device should give him more se-
msurance companies. This bal- ., .? .. , .

... , ... cunty even if it does involve
ance sheet shows a good quantita- ., . ,,

.. ... ,. ... , , some write-offs in the propertytive relationship with about a 50% , , ,, . ,, .

, , , ,. -1 m i i. . . back of his lien. Thus, the enter-debt ratio. It will also be noted . . .
, ... . .,

,, , ,, B ^ Prise is operated more efficientlythat the Boiler Plant Equipment

account, the only account affected Continued on page 89

TABLE I

Composite Balance Sheet (1952) Electric Utilities

in the United States
Probable

% of Change with
Total -ASSETS Nuclear Pwr.

8.1 Boiler plant equipment- $2,405,861,000 U.C.
13.7 Other steam production plant 4,089,163,000 N.C.
6.3 Hydraulic & internal combust, plant 1,895,753,000 N.C.

Total electric production plant $8,390,777,000
40.0 Transmission and distribution plant 11,861,014,000 N.C.
9.2 General and other electric plant 2,715,159,000 N.C.

Total electric utility plant $22,966,950,000
22.7 Other assets incl. other utility plant 6,719,231,000 N.C.

100.0 Total assets $29,686,181,000

LIABILITIES

Capital stock and surplus.. $11,39-3,128,000
Long term debt 10,809,393,000
Depreciation reserve 5,105,588,000
Other reserves and liabilities 2,375,172,000

Total liabilities $29,686,181,000

U.C. Up considerably. N.C. No change.

Data on the Financial Areas of i

Competition Between Nuclear
Power & Conventional Fuels

The electric industry has always
is, in fact, fast becoming repeti- Thomas E. Murray, early this been pegged as a high capital-
Ta paper by Mr. Scott delivered at month encouraged me in the slow turnover industry. The in-

A™erifan *)l?an.f.e Association's An- preparation of this article which troduction of nuclear oower with

30,a i953?tmg' 38 mS °"' ' " 6C' I had approached with much trep- characteristics of higher capital

outlays and lower fuel cost would
'

be certain to accentuate this trait.

Thus, we who are interested in
the financial end of the business

can be certain that there will be

relatively more securities out¬

standing. Our analysis indicates
that the owners of presently out¬

standing securities have little to
fear from the application of
nuclear power.
"

To date it has not even been

suggested that nuclear power can

be used directly at the consum¬

ers' premises. There has been

some thought that perhaps some

day a large industrial customer

might find it economically feasi¬
ble to have his own 'installation.

Thus, our thinking for perhaps
decades to come must be pro¬

saically confined to a central sta¬
tion setup with the conventional
steam turbine and generator. The

only change brought about by the

; introduction of nuclear power

would appear in the boiler room
and fuel handling facilities.
With this thought in mind let

. 1'.' '

us look at the composite Balance
Sheet and Income Statement of

the whole electric industry to ap¬

praise' this area of competition
^between' nuclear power and the

Oklahoma Turnpike

Authority

3V2% Revenue Bonds

Due August, 1968-1989

Bought — Sold — Quoted

ERNST & CO.
Members New York Stock Exchange American Stock Exchange

and other leading Security and Commodity Exchanges

120 Broadway, New York 5, N. Y.

231 So. LaSalle St., Chicago 4, 111.

Privatf Wires to Los Angeles and Chicago

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

NEW ISSUE |

527,830 Shares

Ohio Edison Company
Common Stock
(Par Value $12 per share)

Transferable Subscription Warrants evidencing rights to subscribe for these
shares, at the rate of one share for each ten shares held, have been issued by the
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3:30 P.M., Eastern Standard Time, on January 29,1954, as is more fully set forth
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Profitless Prosperity in
Automobile Retailing?

By ROBERT S. ARMACOST*

President, National Automobile Dealers' Association

Denying that return to a buyer's market in the automobile
industry means the end of good business, Mr. Armacost urges
auto dealers to strive to win back their former reputation as

America's No. 1 salesmen. Says automobile retailing is at
crossroads, and dealers should return to sound, hard selling
practices. Expresses optimism regarding potential 1954 car

market, pointing out consumers are spending more, savings
are at high record, and U. S. population has increased 20

millions since 1945.

Certainly a good hard look at
the retail automobile business to¬

day will bring into sharp focus
the fact that we are definitely at
the crossroads.

The retail automobile business
is either going to continue to be
a great business, or it's going
down-hill and become a competi¬
tion-wrecked industry, with deal¬
ers allowing themselves to be
stampeded into unrealistic, profit-
murdering practices which result
in no good for anybody.
I have been saying, in the many

state meetings I have attended this
year, that if we don't pull up the
reins on ourselves—and do it

quickly—we are going to find
ourselves in the same boat as

some other industries are in to¬

day. For example, nobody ex¬

pects to pay list prices for
appliances anymore! Cut-throat
competition has had serious effect
on television and radio markets.
Are dealers going to allow this

condition to rear its ugly head
right in the middle of the retail
automobile business, with the re¬
sult that nobody in the country
will expect to pay list prices for
automobiles?

Our factories fully expect us to
pay the full invoice price of the
car— and how! Why should we
discriminate against our custom¬
ers by not giving them a chance
to pay the list price!
Goodness knows, with today's

high operating costs, every dealer

* An address by Mr. Armacost at the
.Convention of the National Automobile
Dealers' Association, Miami Beach, Fla.,
iJan. 12, 1954.

needs his full gross margin. Our
National Automobile Dealers' As¬

sociation Business Management
surveys show clearly that too
many of us are already too close
to red figures for comfort—let
alone safety.
A friend of mine, at a recent

dealer meeting told me: "I run a

non-profit organization; I don't
mean to—it just turns out that
way!"
That's supposed to be a joke,

son,—but it isn't funny, because
too many of us are in the same
fix as my friend.

Nobody benefits by "profitless
prosperity."
A customer may think he bene¬

fits temporarily, but the benefit
is short-lived. He fails to appre¬

ciate the real reason he bought
your product or mine—he didn't
buy a car nor a dealership; he
only bought a discount.
Instead of being enthusiastic

about his new car, all he has to
boast about is the price at which
he bought it, or the deal he put
over on you. He hasn't been sold
on the car, nor has he been sold
on you.

Too many dealers have suc¬

cumbed to the temptation to force
sales by ridiculous price-cutting
on products which should be
worth every cent of their legiti¬
mate list price, or by wild trading
that goes 'way beyond legitimate
trade-in values. One dealer in a

community starts something and
the war is on. True, it may be
only a minority, but the results
affect all of us.

Now what's the answer to this
sad state of affairs?
Some dealers say "Cut Produc¬

tion." Manufacturers say "Step
Up Selling." Many other dealers
say that NADA should do some¬

thing.
Now mind you, all these an¬

swers lay the bl?me on the other
fellow's shoulders.

Maybe it's natural to do just
that—place the burden on the
other fellow's shoulders. But do¬

ing so isn't going to solve the
problem.

Both factories and dealers are

going to have to do something
about it. One factory President
said in a recent speech:
"Factories must limit their pro¬

duction ,to,that volume, of. cars
which, with hard, intelligent sell¬
ing, can be sold at a profit by
retail dealers."

Another factory President said
only a few weeks ago:

"No dealer needs to go for long
accepting cars to turn them over

at no profit just so a factory can
maintain production."

It's certainly gratifying to me,
as I am sure it is to you, to hear
top factory officials express such
realistic opinions on production.
Let's hope that philosophy is con¬

tagious!
In my opinion, if we have a

recession in 1954, it will be deal¬
er-made. I say this because I sin¬
cerely believe that dealers have,
at this time, in their own hands,
the future of automobile retailing.
We must remove irom our

minds all negative thinking. Any
dealers unable to do this should
get out of the business while
there is still time. There will be
others to take their places. Per¬
haps they will not have all the
physical assets of their predeces¬
sors but they will have one thing
their predecessors lacked—that is,
confidence in themselves, in their
product and the future of the
automobile business.

I believe that manufacturers are

going to be more interested in the
future of these men, who do not
necessarily have money but have
a desire for successful accomplish-
ment.

Let's hope that these new men,
who replace the few who may de¬
cide that the going is too tough,
will have the courage to run their

qAllen & Company
;ilw. Established 1922

30 BROAD STREET

NEW YORK 4, NEW YORK

own business, to sell automobiles,
, and I mean sell, to be able to say
no when asked to buy merchan¬
dise that he now has in stock and

to say it politely and convincingly
with the full realization that in

doing so he may be tabbed by his
manufacturer as being non-coop¬
erative.

,

In the over-all period, his sup¬

pliers will respect his sound busi¬
ness judgment.
Dealers have the future in their

own hands, all they have to do is
sell their merchandise at the price
established by the manufacturer.
Certainly they have, a long time
ago, established the merchandising
percentage necessary for dealers
to operate efficiently at a profit.
If dealers would maintain their
retail pried level as their factory
partners do, all problems in mer¬
chandising would disappear.
We've been hearing, from many

quarters, that the industry will
produce less cars in 1954; but,
strange to say, each spokesman
says his company will produce
more! In other words, "leave it
to George" to do the cut-back if
it is going to be done!
I don't know who "George" is

going to be, but I can tell him on

your behalf, that if he doesn't
want to face up to realistic pro¬

duction, then he, and all of them,
better find some other way to cor¬
rect the present situation where
one so-called partner, the factory,
realizes its full profit on every car

produced while the other partner,
the dealer, is called upon to make
all the sacrifice, profit-wise, to
move that production.
Now let's get over into that

"Step-Up-Selling" solution.
From 1947 to, perhaps, the early

part of 1953, we lived through an
era in our business which, I am

afraid, has given many of us an

entirely false notion of what the
retail automobile business really
is. Some of us have forgotten,
some of us never knew! I'm

afraid, also, there are those who
thought lush profits were self-
perpetuating.
As one who has spent more than

30
. years selling automobiles, I

want to remind you that running
a dealership is a steady, grinding,
routine job, day after day. Over
the long haul, salvation is not
found in unexpected opportunities
or extraordinary flurries which
have electrified markets in recent

years. Successful automobile
dealers never were opportunists—
they went out and hit the trail for
business. Why, there was a time
when automobile dealers and
their salesmen were universally
regarded as "America's No. 1
Salesmen."

Where has that reputation for
crack sales ability gone? Have our
friends, the insurance men or the
real estate men, taken that posi¬
tion from us?

I say to you, if we take only one

thing away with us, let it be a

firm and united resolution to re¬

gain in 1954 our crown as the Na¬
tion's No. 1 Salesmen !!

Actually, the future of this
country depends upon the faith of
the people who make up the sell¬
ing forces of the nation. Produc¬
tion lines and products in ware¬

houses are only inventory until
sales are made!

And, there's no super-highway
to sales! There is no middle-of-
the-road in selling—no easy way
out.

I know some men who feel the
return of a buyer's market has to
mean the end of "good business."
It doesn't at all. It simply means
a prospect has to be given more
and better reasons for buying one

product instead of another.

Speaking of prospects, some¬
times they are funny. Prospects
often have a need for your prod¬
uct or service, but they don't
know it. You have to locate them
and convert that latent desire into
action.

The first thing we have to do
is to recognize the necessity of
doing the successful things we
used to do to sell automobiles—
only, in this day and age, we have
to do them better.
I'm afraid that is what we're

not doing enough today. Literally
millions of prospects in the United
States haven't had a call from an

automobile salesman in the last
12 years. If you doubt this, ask
the next 100 people you pass on
the street.

A recent Crowell-Gollier na¬

tion-wide survey revealed that
77.6% of the American people
have not been solicited by an
automobile dealer or his salesman
either by telephone or in person.

Remember we used to have a

sales formula: "so many calls, so

many demonstrations; so many
appraisals, so many sales."
Picture what this formula, ap¬

plied to these unsolicited millions
of prospects, might mean to our

business.
Let's not overlook the economic

factors which justify our being
optimistic about 1954—Year of
Decision!

Actually more people are work¬
ing and they are turning out more
goods and services than ever be¬
fore in the nation's history. Con¬
sumers are spending more, for
goods and services; at the same
time savings have piled up a rec¬
ord total.
I wonder if you realize also that

the population of this country,
which stood at 14(1,000,000 in 1945,
passed 160,000,000 in August of
1953. In the short space of 8
years since V-J Day, the net
population increase was 20,000,000
persons. "" "■ ^ ^

"Along with this startling popu¬
lation increase, let me remind you
that: 37 out of every 100 of the
nation's farms do not have auto¬

mobiles; 66 out of every 100-farms
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have no trucks. Out of every 100
families that own cars, 89 have
only one car. 17,000,000 families
have no car.

Do you know how many of
these people live in your terri¬
tory? Are they among that 77%
who have never been solicited by
a dealer or his salesman?

No doubt you are thinking that
I am pretty optimistic about this
year of decision. I am. I believe
the automobile is here to stay.
And I believe if we put our minds
and our hearts and our intelligent
efforts into it, we can keep it the
profitable, satisfying, dynamic
business we all want it to be.

- It's our responsibility to make
the retail automobile business a

good business in 1954. We owe

that (to the, country, because our
business has developed in import¬
ance until today it is recognized
as the key to the economic stab¬
ility of the nation. Watch all

business reports and all analyses
of business conditions; the auto¬
mobile market is invariably the
first one discussed. If the retail

automobile business is good, vir¬
tually all business is good.
Therefore our responsibility as

individual businessmen, and our

collective responsibility, through
our national association, becomes
of the utmost importance.

Nat'l Quotation Bureau
Elects White V.-P.

Is Ike's "Strike Freeze"
Recommendation Sound?

By CLARENCE E. BONNETT

Tulane University, New Orleans, La.
■ ■ • i

Mr. Bonnett points to certain difficulties in the application of
President Eisenhower's "strike freeze" proposal, chief among
which are its effects in preventing union smashing, when union

smashing may be beneficial to the public.
President Eisenhower's pro¬

posal that no representation elec¬
tion be held while a strike is on

is one that has strong popular
appeal. How¬
ever, too many
factors are in¬

volved to deal
with the mat¬

ter in this

oversimplified
manner. Let
us look at

some of these
factors.
This pro¬

posal would
tend to

"freeze" in¬

definitely the
union status

of the struck

many of the

Dr. C. E. Bonnett

Frank C. White L. E. Walker

• At a meeting of the Board of
Directors of National Quotation

Bureau, Inc. held Jan. 20, Frank
C. White, who has been with the

company as Pacific Coast manager
for more than 25 years, was

elected Vice-President in charge
of all Pacific Coast .activities.

The following officers were re¬

elected: Louis E. Walker, Presi¬
dent and Treasurer; Kathryn A.
Gilroy, Executive Vice-President;
Wm. F. Moss, Vice-President, and
John L. Fletcher, Secretary.

plant. Probably
strikers have returned to work

thoroughly disillusioned as to the
capacity of the striking union of¬
ficial to lead. They may wish to
be represented by a wiser official
of a more alert union, but under
the "freeze" they are not per¬
mitted to exercise their right to
"self-organization"; they must ap¬
parently wait until the striking
union official declares the strike

off. All who have gone back to
work are actually "scabs" and
"strikebreakers" along with the
replacement workers. Is their
right, then, to be made subordi¬
nate to that of "strikers" who may

have taken jobs elsewhere, but
whose wote "retains" the old
union official.

"Struck" employers cannot le¬
gally bargain with any union of¬
ficial other than that of the

"striking" union until he declares
the strike off—and many strikes
have never been declared off. Un¬

til he declares it off, who is other¬
wise to determine when the

strike ends? Will the law allow
the National Labor Relations

Board or the courts to declare a

strike no longer exists—contrary
to the declaration of the "strik¬

ing" union official? If so, What
is to be the criterion that the

strike is over? If the criterion is
that the "struck" shop has a full
quota of workers, then the
"freeze" proposal is not a pre¬
ventative of "union smashing."
Which horn of the dilemma will

the government agencies take? Is
the proposal either wise or effi- ,

cacious? Moreover, is "union
smashing" always bad? This ques¬
tion merits serious consideration.

"Union smashing" in a future
depression is one of the widely
broadcasted fears of proponents of
changes in or repeal of the Taft-
Hartley Act. The condemned pro¬
vision in that Act relates to the

right of the replacement workers
to vote, instead of the displaced
strikers, in a representation elec¬
tion for the choice of a bargaining
agent, when the previous workers
had engaged in an "economic"
strike. However, it seems that no
one has made clear why this pro¬
vision would necessarily cause or
even conduce to union smashing
in a depression. Just how do de¬
pressions furnish the conditions
for union smashing, and how
could that provision make the
smashing easier?
From many years of study of

the history of labor-management
relations, I have learned some of
the factors that conduce to union

smashing in depressions. Strange
as it may seem, union officials
have been the outstanding factor
in that smashing, and the elimi¬
nation of that provision would
not lessen the force of this factor

but actually might make it more
potent.
This historical study shows that

the events in the great number of
instances of union smashing have
developed generally in the follow¬
ing order: Business has been very

profitable and union officials have
demanded and obtained from ap-

peasatory associations and em¬

ployers higher wage rates and
other concessions. Employers have
tried to meet the rising costs of
labor and materials in a number

of ways, but increasing the price
of the product could not go on in-'

definitely as one of them. Union
officials privately have urged the
employers to combine to increase
prices, but the operation of subtle
and indirect forces of competition
have often defeated such conspir¬
acies when inflationary measures
came to an end. Although no de¬
pression had yet been heralded,
the employer had two main
choices left as to his labor costs:
Cut wage rates or lay off work¬
ers. Union officials opposed both,
but fought wage cuts most bit¬
terly. Employers and their asso¬
ciations tried hard to convince the
union officials that wage reduc¬
tions must be made, but usually
to no avail. Accordingly, the
easier way was to lay off work¬
men. Unless restrained by senior¬
ity, the employer laid off the least
needed and the most inefficient

\yorkers. That move, however,
stimulated most of the remaining
workers to more efficiency as they
did' not want to be classed in a

group of "near loafers" awaiting
their time to be laid off. Union

officials, however, started an agi¬
tation about the "speed up" and
demanded a shorter work week as

a means of keeping more workers
employed. But the shorter work
week was to be made without any
reduction in take-home pay.

Price-cutting was still regarded as
an anti-social act, and the unions'
"social and economic gains" must
be stoutly maintained. As costs
for materials and the like could
not be cut under such conditions,
the purchasing of them was cur¬
tailed: inventories piled up and
the

, talk of a mild recession
started. Whether lowered prices
and reduced labor costs at the

opportune time would have
"righted" the market was never

systematically tried because of
the strong opposition of union of¬
ficials. i

Accordingly, attempts of for¬

merly collective-bargaining em¬

ployers to cut costs severely were

met by "economic" strikes usually
of long duration with plenty of

violence, and the union was

smashed. Such strikes tended

rather to "mess up" the economic

system—frightening investors and
bankers who sought to withdraw
funds from the affected indus-

11
tries. NRA, as a "noble fantastic
experiment" in boosting prices
and wages was a signal failure so
will hardly be tried again soon.
And enormous exenditures for

public works and the like had to
be supplemented by the inflation
of war to make the "higher-
prices-higher-wages" f o r m u la
work.

Are union officials now mature

enough economically to allow the
private enterprise system to work
orderly or not? If not, how could
the elimination of the above pro¬
vision in the Taft-Hartley Act, of
itself, lessen the danger of union
smashing in a real depression?
Just how could the "freeze" pro¬

posal in any way lessen the
danger?

Finally, one vital question re¬
mains: just why should the gov¬

ernment, in any case, underwrite
the success of- the* unions- when
their officials, goaded perhaps by
rivals for their offices, commit
errors of judgment which regu¬

larly would cause their unions to
be smashed? Why should the gov¬
ernment attempt to guarantee that
no union should be smashed when
the pages of history are full of
cases not only of unions being
smashed, but of both businesses
and employers' associations being
smashed by the unions? Business
after business has been smashed

by union strikes and boycotts, and
association after association has
been split up in dissension through
the "divide and conquer" tactics
of union officials. They even
boast of these conquests. More¬
over, associations, like the League
for Industrial Rights, have been
practically smashed by govern¬

ment action. Actually,1 a union

organized largely through govern¬

ment efforts in World War I to

stop sabotage by the anarchistic
Industrial Workers of the World

[itself smashed by the govern¬

ment] was later smashed by the
action of the National Labor Re¬

lations Board. This Board has

smashed many company unions.
If the government is to be impar¬
tial in labor-management rela¬

tions, it should not endeavor to

protect unions from the unchecked

folly of their officials.
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Mutual Funds
By ROBERT R. RICH

ASSET VALUES of both balanced December. Three of these regis-
and common stock mutual funds tered substantially better im¬
proved to be more stable than provement over the 24 months
the stock market as a whole dur- than the 4.3% rise in the aver-

ing the year 1953, according to ages. These were State Street
the Henry Ansbacher Long Index Investment Corp., 11.6%; Wall
of Mutual Funds published Street Investing Corp., 9.5%; and
monthly in "Trusts and Estates" Eaton and Howard Stock Fund,
magazine. In contrast with Stand- 8.3%.
ard & Poor's Index of 90 stocks
which declined 6.6% during the

Dividends from net investment

4 10 +i™ income of balanced funds during

nrincinal vaTue of' the balanced lho past ycar averaSed 3-67%. a"principal value ot the balanced (increase from the 3 56% relurn of
funds was off only 3.0%, whil<3_^ preceding 12 m0nths. The 5-
the stock funds decreased only J

average fieure was 3 97%

i?- S3/5 Swed an
Dec "31 and ^he stock index resis- °ver-all pay-out of 3.82% from
tered 192 1 The base neriod used net investment income. This.com-teied 192 1 The base penod used

pared with 36?% for 1951 and a
is Dec. ai, ju^y. 5-year average of 4.11%. The
Several of the funds held above range of individual returns dur-

their previous 1952 lows during jng ^e year 1953 for the 43 non-
the weak stock market of last specialized funds which make up
September when the 90 Stock the Index deviated between 5.73%
Average hit its poorest level for and 2.22%. The income figures do
the two-year period ending last not reflect captial gains distribu¬

tions.

AXE-HOUGHTON
MUTUAL INVESTMENT

FUNDS

Prospectus on request

400 Benedict Avenue

Tarrytown, N. Y.

THE AXE - HOUGHTON weekly
business index has declined dur¬

ing the last three weeks owing to
a general downward tendency in
all components of the index. There
has been some recovery in steel
and automobile production since
the beginning of 1954, although
some of the increase in automobile

production is probably temporary.
The Axe - Houghton index of

durable goods raw material prices
has declined, mostly because of

lower steel scrap prices and partly
ibecause of a reduction in copper
scrap prices. Steel scrap prices
have reached a new low since
1950.

Semidurable goods raw material
prices have also shown a slight
tendency to decline, although re¬
ductions in wool top and hide
prices have been largely offset by
an advance in cotton, which has
moved upward, allowing for sea¬
sonal factors, since the decision
was made to reduce the acreage
available for the next crop. Un¬
filled orders for paperboard have
declined.

The advance in cotton has in¬
duced a moderate covering move¬
ment in the cloth market so that

print cloth prices have advanced
for the first time since last June.

Farm prices generally have ad-,
vanced, so that the all-commodity
wholesale price index has been
steady despite declines reported
in individual commodities such as

some chemicals and synthetic
fibers. v

Recent rumors of a marked im¬

provement in the inventory situa¬
tion are not confirmed by the of¬
ficial figures, which show de¬
creases, seasonally adjusted, in re¬
tail and manufacturing inven¬
tories, but only moderate ones, the
Survey reports. There has been
considerable curtailment of pro¬
duction since Nov. 30, the date of
the latest official inventory fig¬
ures, and this has probably
brought about further inventory
contraction in the last six weeks,
but it seems unlikely that the cor¬

rection has been sufficient to

bring about any marked change
in the outlook.

The extraordinary amount of
interest being displayed by the
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Administration in the farm prob¬
lem, however, the Survey states,
has apparently stimulated a mod¬
erate revival in the farm machin¬

ery industry, despite the circum¬
stance that the proposed plans
seem to offer the farmer less in
the way of guaranteed cash re¬
turns.

A possible explanation of this
phenomenon may be that the farm
machinery industry has already
been depressed for quite a while
in the midst of general prosperity;
and it is also possible that many
farmers are smart enough to de¬
rive a little encouragement from
the Administration's recognition
of the long-run danger of contin¬
uing to pile up surpluses, even if it
does not seem to know what to do

about them.

Another favorable factor report¬
ed in the general outlook is the
surprisingly high level of new

passenger car registrations, which
came to 450,311 in November, as

compared with domestic factory
shipments of only 369,994, thus
confirming previous estimates of
a marked reduction in dealers'

stocks. The additional curtailment
announced by some manufactur¬
ers for the remainder of January
should bring" about further im¬
provement in the car inventory
situation, although several observ¬
ers are not prepared to agree with
some of the more optimistic pre¬

dictions for the automobile indus¬

try in 1954.

SELECTED AMERICAN Shares

Inc. reports net assets at Dec. 31.
1953 were $27,031,462 compared
with $26,548,047 at the end of
1952. Asset value per share was

$12.88. After adjusting for a cap¬
ital gain distribution of 45 cents
a share the net asset value per
share declined 4.7% from the

prior year-end, reflecting the
moderate downward adjustment
in the average level of stock
prices in 1953. Dividends totaling
58 cents a share were paid in 1953
from ordinary income.
At the year-end the company

had investments in stocks of 91

companies, with the five largest
investments by industry in elec¬
tric utility, 11.4% of assets, oil

8.2%, chemical and drug 7.9%,
electric equipment and television

7.3%, retail trade 5.9%. Common

stocks represented 80.5% of assets,

U. S. Government securities and
cash 19.5%.

Significant net changes during
the year Were the increase of
12.6% in holdings of government
securities and cash; increases of
2.5% in electric utility, of 2.3%
in building. Decreases included
the elimination of railroad and
steel investments, decreases of
3.6% in the automobile industry,
3.3% in oil, 2.7% in electric
equipment.
Edward P. Rubin, President,

states: "1954 should be a year of
well-sustained after-tax earnings
and dividends for the average cor¬

poration. It seems likely that the
intense selectivity in stocks wit¬
nessed in recent years may con¬
tinue. It appears that we may be
in the process of adjustment to
something more like a 'normal'
economy. So far, the adjustment
which has been under way since
last Spring has been quite modest.
There are strong reasons for hope
that the necessary adjustments
can be made within the frame¬
work of a high level of employ¬
ment and satisfactory business
and investment conditions."

de VEGH Mutual Fund, Inc. re¬

ports that its net asset value in¬
creased from $37.03 per share on

Dec. 31, 1952 to $38.38 per share
on Dec. 31, 1953, an increase of
7.9% after an adjustment for a

long-term capital gains distribu¬
tion during the year of $1.41 per
share. This increase, the report
points out, compares with a de¬
cline of 3.9% in the Dow Jones
industrial average for the same

period and more substantial de¬
clines in other averages most fre¬
quently used for measuring the
trends of common stock prices.
The report states that the net as¬

set value per share on Dec. 31,
1953 was 10.8% greater than the
net asset value per share on Sept.
30, 1953, rising from $34.65 to
$38.38.
Shares outstanding in the de

Vegh Mutual Fund, Inc. on Dec.
31, 1953, were 56,665 as compared
with 55,541 on Sept. 30, 1953.
Total assets on Dec. 31, 1953 were

$2,174,590 compared with $1,924,-
614 on Sept. 30, 1953 and $1,854,-
625 on Dec. 31, 1952.

BOTH THE dollar volume of 1953

sales of Group Securities, Inc., and
the number of dealers from whom
business was received showed
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good increases, despite the fact
the mutual fund sales generally
were off, according to Herbert R.
Anderson, President.
He stated that the dealer in¬

crease amounted to 28% and sales
gain 10%, compared with 1952.

DELAWARE FUND reported
gross sales for 1953 of $3,659,077
for an iricrease of 3.5% over sales
of $3,533,307 in 1952.

The Fund closed the year with
1,025,261 shares outstanding in the
hands of the public—the largest
number since its organization in
1938. It compares with 882,764
shares outstanding at the close of
1952.

CLOSED-END NEWS

UNITED STATES & Foreign Se¬
curities Corporation and it affili¬
ate United States & International
Securities Corporation report a
combined net asset value of $115,-
928,697 as of Dec. 31, 1953 after
a deduction of $35,701,200 for in¬
dicated value of the former's in¬
vestment in the affiliate. This
compares with a combined net as¬
set value on Dec. 31, 1952 of
$127,044,712 after a similar de¬
duction of $39,029,750.
Net assets of U. S. & Foreign

on Dec. 31, 1953 were $90,796,042,
equivalent to $918.99 per share of
first preferred stock outstanding
and, after deducting the value in
liquidation of-the first and sec¬

ond preferred stocks in the total
amount of $14,880,000, to $77.07
per share of common stock out¬

standing. This compares with as¬

set value of $100,930,914 a year
ago, equal to $1,009.31 per share
of first preferred stock and $87.24
per share of common.

U. S. & International's net as¬

set value of Dec. 31, 1953 was

$60,833,855, equal to $305.70 per
share of first preferred stock

outstanding and, after deducting
the value in liquidation of the
first and second preferred stocks
in the total amount of $35,000,000,
to $10.39 per share of common

stock outstanding. A year earlier
the company's net asset figure of
$65,143,548 was equal to $325.72
per share of first preferred and
$11.85 per share of common.

During the year U. S. & Foreign
paid dividends amounting to $4.50
per share on the first preferred
stock, $6 per share on the second
preferred and $4.50 per share on
the common stock. These divi¬
dends aggregated $5,181,150. U. S.
& International paid dividends of
$5 per share on the first preferred
stock and $11 per share on the
second preferred for an aggregate
of $2,098,750. The payments on
the second preferred stock re¬

duced dividend arrears from $57
per share at Dec. 31, 1952 to $51
per share at the end of 1953.

During the final quarter of the
year 1,200 shares of U. S. & For¬

eign first preferred stock and
1,000 of U. S. International first
preferred were purchased in the
open market and retired.

The reports state that no allow¬

ance has been made for Federal

capital gain tax on unrealized ap¬

preciation as the corporations
have elected to be taxed as "reg¬
ulated" investment companies and
under existing law are relieved
of that tax on realized investment

SOVEREIGN

INVESTORS
A MUTUAL INVESTMFNT FUND

Prospectus upon request

CEORCE A. BAILEY & CO.
B45 LAND TITLE BLDG., PHILA. 10, PA.

General Distributor "

RIttenhouse 6-9242

profits distributed as capital gain
dividends.

U. S. & Foreign owns approxi¬
mately 99% of the second pre¬
ferred stock and 80% of the com¬

mon stock of U. S. & International.

TRI-CONTINENTAL Corporation,
the country's largest diversified
closed-end investment company-,

ended its 24th year of operations
in the best condition in its history
with net investment assets at an

all-time high of $176,333,083, ac¬

cording to the Corporation's an¬

nual report released today.
Francis F. Randolph, Chairman

of the Board and President, an¬

nounced that net assets of $25.21

per share of common stock on Dec.

31, were changed very little from
the' end of 1952, when they
amounted to $25.69. At year's end
the cqmpany had $9,072 assets per

$1,000 principal amount of deben¬
tures outstanding and $359.64 for

every share of its $6 preferred
Stock.

Dividends paid to Tri-Continen-
tal common stockholders in 1953,

the report added, totaled a record

$1.11 per share. The dividend in
1952 was $1.04. In the past five

years, the report said, dividends
to common stockholders have

risen almost 100%.

Mr. Randolph reported that the

company's long-standing program

of consolidation and simplifica¬

tion, which included mergers of
General Shareholders Corp., Se¬

lected Industries Inc., and Capital
Administration Co., Ltd., was

virtually completed last year. Spe¬
cial investment holdings equal to
almost 20% of net investment

assets six years ago have now

been almost completely replaced
with marketable securities of a

broad list of well known and well

established companies. As a re¬

sult, fluctuations in the market
value of the portfolio should be

lessened, the report said.
The prospect for business in

general in 1954, according to Mr.

Randolph, appears to be for

comparatively good year eve

though the trend of activity may

be downward rather than upward.

Dividend payments for stocks in

general, which have been relative¬

ly conservative in relation to

earnings in recent years, should
hold up reasonably well. Circum¬
stances are such, he added, that

security prices could be better

maintained than under similar

conditions of business decline in

the past.
Union Securities Corporation,

Tri-Continental's wholly owned
securities underwriting subsidiary,
had a good year in 1953, according
to the report. Net income after

taxes amounted to $1,505,524. The
underwriting firm acted as man¬

ager or joint manager for security
issues approximating $269,000,000
and had total underwriting parti¬
cipations aggregating about $138,-
000,000 in issues managed by it¬
self or others.

The report reveals that Tri-

Continental maintained its com¬

mon stock investments, including
the stock of Union Securities, at

approximately 80% of its net in¬
vestment assets. It continued to

emphasize securities that might be

expected to resist a downtrend in

general business activity. Public
utility common stocks still repre¬
sented Tri-Continental's largest
single industry investment, with
holdings of 15.27% of net invest¬

ments. Oils remained the second

largest group, accounting for
11.93% of the portfolio.
Tri-Continental established two new in¬

vestment positions during the fourth quar¬

ter, with the purchase of 8,700 Columbia

Broadcasting System "A" and 7,900 "B"
and 3,700 shares of Union Pacific Rail¬

road.
^

Principal increases in common stock

holdings were 13,000 General Electric,
20,700 Florida Power & Light Co., 6,400
E. I. du Pont du Nemours, 11,700 Pacific

Gas & Electric Co., 1,800 International

Business Machines Corp., and 7,000 Con¬
tinental Can Co.

During the same period Tri-Continental

eliminated portfolio positions by the sale
of 20,000 Mississippi River Fuel, 24,000

Celanese Corp. of America,, 7,000 Johns-

Manville, 12,000 Utah Power & Light

Corp., 10,000 U. S. Steel Corp., 12,800
American Locomotive Co. and 1,000 Detroit

Edison Co.

Reductions in common stock holdings in¬

cluded 13,300 Reynolds Tobacco Co. "B,"

7,000 Goodrich Co., 8,000 Ohio Oil, and

8,000 Standard Oil of California.

NET ASSET value per share of
National Shares Corporation on

its 360,000 shares of outstanding

capital stock at Dec. 31, 1953,
based on market quotations on

that date and after deducting 1953
taxable dividends aggregating

$1,137 per share paid from ordin¬

ary income and $1,163 paid from
realized capital gains, amounted
to $33.65 compared with $35.56 per

share one year ago—according to
the Corporation's 25th annual re¬

port issued Jan. 15.

National Shares Corporation is
a closed-end investment company

managed by Dominick & Domi-

nick and commenced business

early in 1929 with assets of $25 a

share.

The percentages of securities
held at year-end 1953 compared
with 1952 are shown in the fol¬

lowing tabulation:

Type of Security— Dec. 31,'53 Dec. 31,'52
Common stocks 78.8% 79.5%
Preferred stocks .6 5.4

Bonds 3.4 ,2.6

U. S. Govt, obliga¬
tions 16.1 12.0

Cpsh, receivables, etc.
(less liabilities)— 1.1 .5
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Profit More from Your Sales

Build a Personal Estate

Yes—now you can profit more from your sales . . . with an alert,

progressive firm that has an unusual profit-sharing plan enabling
you to build a personal estate of $5,000 to $50,000.

King Merrill & Co., Inc. offers you such an opportunity. We deal
in Mutual Fund shares exclusively—the most popular product in the
investment market today. Operating coast-to-coast, we know how to

help our men sell more and earn more.

We help you build a profitable business in your own area; keep you

supplied with tested sales-getting ideas. We handle all your routine

paper work and other time-consuming details—leaving you free to

devote all your time to the business of selling and earning.

Salesmen in 33 stales are enjoying life more and earning bigger
incomes as part of the King Merritl organization. Many of our men
are earning $20,000 up annually. One man made over $8,000 in one

recent month. Several others, $5,000. Our unusual incentive plan

gives you the same opportunity.

A special top commission plan is open to qualified men who can

bring a sales team with them. You net more this way than you

would operating on your own as a dealer!

Learn how we can help you sell more and earn more. Call or write

King Merritt, President, at
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The State oi Trade and Industry
up sharply to $55,856,712, against
$32,467,886 in the corresponding
1952 month, for a rise of 72.0%.
Compared with $49,037,818 in No¬
vember, the gain was 13.9%.
The estimated cost of building

construction under permits issued
in 215 cities for the year 1953 to¬
taled $5,093,514,970, an increase of
14.8% above the 1952 volume of
$4,435,928,490. It was the second
highest on record, being exceeded
only in the 12 months of 1950,
when permits reached an all-time
high of $5,549,694,106.
Total valuation of building

plans filed in New York City in
the 12 months of 1953 rose 11.2%
to $556,935,050, as against $500,-
980,268 a year previous.

Steel Output Scheduled at
74.3% of Capacity Unchanged

From Week Ago
Pace of steel demand has quick¬

ened since opening of the new

year, says "Steel," the weekly
magazine of metalworking. But it
leaves much to be desired in the

way of order volume. Buying is
spotty. In some products it is par¬

ticularly disappointing. Consum¬
ers, playing it safe, are ordering
sparingly and for requirements in
sight. Some are working off in¬
ventories, which were larger than
had been generally thought. The
fact stocks have dropped to the
point where replacement buying
cannot be long deferred lends an

encouraging note for the immedi¬

ate futr-e. this trade journal ob¬
serves.

The pickup in market activity is
noticeably lacking in verve and
spontaneity. This is especially
noticeable in bars and plates, and,
to a certain extent, in sheets. De¬
mand for merchant pipe, notably
butt-weld, still lags though no
more than had been expected.
Wire products are moving a little
better than they w«re. On the
whole, there still is plenty of open
space in February mill rolling
schedules for virtually all prod¬
ucts with the exception of the
lighter wide flange structurals, it
states.

Current demand presents a

striking contrast with that pre¬

vailing at this time a year ago,
"Steel" points out. Today, pro¬
ducers are actively seeking orders
to fill out February schedules. In
some items space still is available
in January. Not even the auto
builders and related consumers

are exerting more than moderate
pressure on the market despite
their reported plans for large-
;cale first quarter auto produc¬
tion, it continues. A year ago, on
the other hand, it states, mill
books were overloaded for first

quarter and producers were turn¬
ing orders away. Sellers today are
still concerned with getting busi¬
ness for the first quarter while a

year ago they were assured full
order books through the second
quarter.

Despite the current relatively
sluggish appearance of the mar¬
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ket producers are confident de¬
mand will burgeon over the next
few weeks. February bookings
are seen bettering, those of Jan¬
uary, and current indicators point
to highly satisfactory volume in
March. Actually, current bookings
are comfortable and stack up fa¬
vorably with volume in what
would be considered normal busi¬
ness years, though pressure of a

year ago is absent, it concludes.
The American Iron and Steel

Institute ■ announced that the

operating rate of steel companies
having 96.1% of the steelmaking
capacity for the entire industry
will be at an average of 74.3% of
capacity for the week beginning
Jan. 18, 1954, equivalent to 1,772,-
000 tons of ingots and steel for
castings, unchanged from a week
ago.

The industry's ingot production
rate for weeks in 1954, is now

based on annual capacity of 124,-
330,410 tons as of Jan. 1, 1954.

For the like week a month ago

the rate was 64.1% and produc¬
tion 1,444,000 tons. A year ago the
actual weekly production was

placed at 2,248,000 tons and the
operating rate was 99.7% of ca¬

pacity. The percentage figures for
last year are based on annual ca¬

pacity of 117,547,470 tons as of
Jan. 1, 1953.

Electric Output Registers All-
Time Peak in Latest Week

The amount of electric energy
distributed by the electric light
and power industry for the week
ended Saturday, Jan. 16, 1954, was
estimated at 9,013,905,000 kwh., an
all-time high record for the in¬
dustry, according to the Edison
Electric Institute.
The previous all-time high rec¬

ord occurred in the week ended

Dec. 19, 1953 when output reached
8,896,250,000 kwh.
The current figure represents

an increase of 189,104,000 kwh.
above that of the preceding week,
and an increase of 892,548,000
kwh., or 11.0% over the compa¬
rable 1953 week and ,1,474,026 000
kwh. over the like week in 1952.

Car Loadings Dip 9.3% Under
Corresponding Period in 1953
Loadings of revenue freight for

the week ended Jan. 9, 1954, in¬
creased 146,424 cars, or 30.6%
above the preceding New Year's
holiday week, according to the
Association of American Railroads.

Loadings totaled 624,229 cars, a
decrease of 63,881 cars, or 9.3%
below . the corresponding 1953
week, and a decrease of 120,481
cars or 16.2% below the corre¬

sponding 1952 week.

U. S. Auto Output Cut in
Latest Week

Automobile output for the latest
week declined below that of the

previous week, according to
"Ward's Automotive Reports."
The industry turned out an es¬

timated 114,882 cars last week,
compared with 118,825 (revised)
in the previous week. A year ago
the weekly production was 110,-
885.

Last week, the agency reported,
there were 24,789 trucks made in
this country, as against 25 226 in
the previous week and 27,893 in
the like 1953 week.
"Ward's" estimated Canadian

plants turned out 8,125 cars and
1.675 trucks last week, against 7,-
417 cars and 1,570 trucks in the
preceding week and 7,225 cars and
2,046 trucks in the comparable
1953 weeki

Business Failures Show Mild

Decline

Commercial and industrial fail¬
ures dipped to 200 in the week
ended Jan. 14 from 202 in the pre¬

ceding week, Dun & Bradstreet,
Inc., states. However, casualties
continued to exceed considerably
the toll of 158 which occurred in
the comparable weeks of both 1953
land 1952. In relation to the pre-

- war level, • failures : were - down.

47%, from the 380 recorded in the
similar week of 1939.
Casualties involving liabilities

of $5,000 or more declined slight¬
ly to 172 from 177, but remained
well above the 134 of this size a

year ago. Meanwhile, an increase
raised small failures, those with
liabilities under $5,000 to 28 from
25 in the previous week and 24 last
year. Failures with liabilities of
$100,000 or more numbered 13, as
compared with 16 a week ago.

Wholesale Food Price Index

Climbs to 31-Month Peak

In the sharpest rise in over six
years, the Dun & Bradstreet
wholesale food price index moved
higher for the tenth consecutive
week to stand at $7.03 on Jan. 12.
This represented the highest level
in 31 months, or since June 19,
1951, when it stood at $7.07. The
latest number at $7.03, reflects a

gain of 2.6% over the previous
week at $6.85, and is 12.5% above
the corresponding 1953 index of
$6.25.
The Index represents the sum

total of the price per pound of 31
foods in general use and its chief
function is to show the general
trend of food prices at the whole¬
sale level.

Wholesale Commodity Price
Index Registers Sharp Rise
The upward movement in the

Dun & Bradstreet daily wholesale
commodity price index was accel¬
erated the past week. The index
closed at 275.65 on Jan. 12, up
from 273.92 a week earlier, al¬
though slightly below the 278.24
recorded on the corresponding
date a year ago.

Grain prices moved, irregularly
over a fairly wide range last week.

Wheat was generally firmer, re- •

fleeting a brighter outlook for ex¬
port business and some improve¬
ment in domestic flour trade.

There was a growing scarcity of
offerings in cash markets which
resulted in slightly firmer pre¬
miums as compared with futures.
Trading in corn was more ac¬

tive but buyers were cautious and
prices weakened as the result of
increased selling by farmers over
the week-end. Oats prices finished
moderately higher than a week
ago with offerings about equal to
the demand. Volume of trading
in grain and soybean futures on
the Chicago Board of Trade in¬
creased sharply over the previous
holiday period. Purchases last
week averaged about 47,600,000
bushels per day, against 45,200,000
the weeki previous and 59,200,000
in the same week last year.

The domestic flour market
turned quiet as the week closed,
following moderate to fair volume
of bookings of hard wheat bakery
flours around mid-week. Pur¬
chases were mainly for nearby
shipment and in many cases were

accompanied by shipping direc¬
tions.

Reflecting the prospects of 9

continued tightening in world
supplies and the higher prices
asked for in producing countries,
cocoa values continued to soar to
new highs for the current move¬
ment.

The current season's crop was
estimated to be about 7% under
last year's total. Demand for green
coffee continued unabated as

prices spiraled upward to new

highs for all time. The Santos 4s
grade closed at 72 cents per
pound, up 6 cents for the week,

Continued on page 111

STATE, MUNICIPAL
and

REVENUE BONDS

BYRNE AND PHELPS
Incorporated

44 Wall Street

New York 5, N. Y.

Telephone Dlgby 4-2410 Teletype NY 1-1474

l\. /

TRIPP & CO.. INC.

STATE • MUNICIPAL

PUBLIC REVENUE BONDS

40 WALL STREET

NEW YORK 5

TELEPHONE: TELETYPE:

HA 2-5252 NY 1-2030

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



Volume 179 Number 5292 . ..The Commercial and Financial Chronicle (269) 17

outguess the actual behavior of
160 million free men as workers,
as spenders and savers, and as

managers—lawmakers and admin¬
istrators, too.
In this modest role then, I pro¬

pose to talk with you briefly about
a few major factors in the present
business picture and of how two
divergent groups of business ana¬

lysts reason from these facts. Then
I want to say a few words about
what we can do to escape the dan¬
gers and to achieve the favorable
possibilities of this coming year.

The Optimistic Majority
As I read "the sense of the

meeting" expressed in December
reviews and January previews,
the prevailing sentiment is opti¬
mistic. Again and again it is put

How Shall We Reason for 1954?
By EDWIN G. NOURSE*

Formerly Chairman, Council of Economic Advisers

Former chief adviser to President Truman finds 1953 was a

prosperous year because of the momentum of various forces
carried over from previous period. Implies 1953 was not as

good as it looked. Holds there is some doubt increased con¬

sumer spending can fill the gap of past outlays under war and
preparedness conditions, and contends major concern in 1954
should be to keep recessionary tendencies from snow-balling
into unmanageable recession. Expresses view the Administra¬
tion has been consistently overbidding its hand in its repeated
assurances that a real recession will not happen because the
government will not let it, and, instead, suggests private busi¬
ness act to correct abuses of the boom, and thus cushion the

impact of depressionary tendencies. , , .. ,

*•>. • • •; in substantially these words: 1953
This is an appropriate time for heard and volunteered explana- was the biggest and best year this

an economist to look with a group tions of what they thought 'it country ever had. Indexes of em-
of businessmen at the current sit- meant. Scores of newspapers and ployment,f output, consumer in-
uation of our economy and the periodicals have given their pre- come, and' business profits made
factors that ■ views of 1954. Everyone in a po- new high marks or matched pre-
will determine ■■■■■■■'sition of responsibility or risk is vious records.' Prices stopped their
the course of -- looking for guidance. And i ven- inflationary climb and in; some
business dur-j ture to say that at no time in the areas eased^he pressure on.buyers:
ing 1954; The 1— 41 1—- Ar^ *«ii «««*„.«.*«««« ' A-
books have
been closed on

1953;opera-/
tionsi -Various
polls have
b e en- taken
of the inten¬
tions of in¬

dustrialists,
m e r c h ants,
farmers, and
c o n s umers;

Various pan-

past has there been such a flood And we are still going .strong.,.*As,
of "informed opinion." ' ' ■ ;V one -high government official ;put
As for myself, I wince whenever [P1-

!T hear references to economists strpng as a bull .pup,, . / , - • ; ,
-"looking into their crystal ball," .'Here and-there 1953. is referred
and 1 blush with professional to as. haying beep .a year of ^ad-
shame whenever economists en- justment". — inventories brought,

'

gage in the guessing games that ihto better balance, interest rates-
result in flat predictions of prices, freed without running wild, the
production activity, employment transition made from a sellers' to
figures, interest rates, or what- a buyers' market with practical
not in fixed percentages at speci- stability of prices, credit expan-
fied dates. If the economist can si°n checked without a turn to
give the businessman, the legisla- abrupt or forced liquidation. Bus-

els, forums, and assemblies! of tor, and the citizen a clearer un- in^ss leaders are confident, gov-
economists and near-economists derstanding of what factors are ernment is reassuring, consumers
have been convened and their important in making or marring are unruffled.
findings publicized. The American general prosperity or private bus- The second verse of this lyric
Economic Association held its an- iness success; if he can measure is: 1954 will be as good as 1953 or
nual convention in Washington and evaluate trends in these fac- only slightly off. "Slightly" was at

during the holidays, and the news- tors, and suggest practical alter- first explained as 3 or 4% to per-

nanpr rpnorters and radio com- natives in adapting ourselves to haps 7 or 8% down; now onepaper reporters and radio com them Qr changing their course 01. hears mQre o£ a ]fl or even lg%
mentators reported what they

magnj£u(jei then he has performed diP—but still "pretty good busi-

immense richness of our American

economy,; you are not frightened
but that, as prudent businessmen,
you do intend to be alert to real
problems and to your part in
meeting them. Let us then exam¬

ine the reasoning that different
people are applying to the state
of facts by which we are now

confronted.

Was 1953 as Good as It Looked?

The principle of "momentum" is
relied upon by many who are
complacent about the prospects
for 1954. They say: "The year

just closed was one that showed
anew the great productive capac¬
ity of the American economy. The
people never earned so much, and
they are still well employed at
still rising wages. Profits are at
or near a peak, and businessmen
are planning to make large invest¬
ments for expansion and improve¬
ment in 1954/ The people never

had such great savings and they
are still spending freely. All these

things assure ufc another prosper¬

ous, year ahead, maybe even better

than 1953, surely not much below
it."
In considering this matter of

momentum, it is well to consider
two points. First, just what forces
gave power to the movement?
Second, we must consider not
merely the average for the whole
year or the peaks attained at some
time during the year. We should
ask also whether the movement

was gaining further power at the
end of the year, or was it losing
speed or force.
As to where the power came

from, we might ponder whether
all the drive that made prosperity
records in 1953 came from cur¬

rent sources or from past or fu¬
ture strength. Such an analysis
would shed light on whether
things that contributed to the
vigor of business in 1953 are

things that can be counted on to
continue for some time or whether

they were special one-shot stimuli
that will not be present this year
and next.

Three points may be made here.
First, one thing that;made last

Continued, on page 95

Edwin G. Nourse

♦An address by Dr. Nourse to the Min- his full professional duty and he
nesota Retail Hardware Association, St.
Paul, Minn., Jan. 19, 1954.

ness." This easing is supposed to
take place in the first half of the
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had better refrain from trying to year as completion of a "normal"
adjustment process, with recovery
in the second half of the year. Or,
if the last two quarters do not
show a rebound, it will merely be
deferred to early 1955.
A third stanza of the song of

the easy optimists runs: "There
is no reason for a recession unless
we talk ourselves into it." Hence

anyone who persists im raising
questions about the simplicity and
certainty of this non-recession or

"rolling adjustment" thesis (al¬
ready more than half completed)
is branded as a. spoil-sport if not
a subversive.

Personally, I am not too much
disturbed by such a charge. Sev¬
eral months ago I said to ap audi¬
ence of bankers:- "It is my con¬
viction that no one can scare a

sound economy into a depression
and that Polyanna cannot beep
business errors and government
subterfuges from facing an ulti¬
mate day of reckoning. We stand
a better chance of checking reces¬
sion before it gets out of hand and
of initiating real and timely re¬

covery measures if we unshrink¬
ingly dig out and face the facts,
however unpleasant. Only so can
we be prepared for any storm that
may break, instead of being caught
unprepared."
And the other day Senator Paul

Douglas, a professional economist
and past President of the Ameri¬
can Economic Association, put the
matter even more bluntly, saying:
"We should not be frightened but
we should be alert. And the
watchman who gives a warning
to the people in due time so that
they can protect their interests is
serving the public more faithfully
than he who administers sleeping
tablets to get people to believe
that all is well and nothing need
be done—only to find that the
danger later bursts upon an un¬

prepared public."
I take it for granted that, as

believers in the strength of the
free enterprise system and the

/ Today's Research for
tomorrow's markets

Francis I. duPont&Co.
.;. Members New York Stock Exchange
Principal Security & Commodity Exchanges

ONE WALL STREET, NEW YORK 5, N. Y.

Adams & Peck
Members New York Stock Exchange

■

v ■ and American Stock Exchange

DEALERS IN

RAILROAD SECURITIES

Guaranteed Leased Line Bonds Preferred Common

and

Unlisted Investment Stocks

120 Broadway New York 5r N. Y.

Telephone REctor 2-4949
Teletype NY 1-724

Private wires to Hartford and Philadelphia

UNDERWRITERS AND DISTRIBUTORS

MUNICIPAL AND CORPORATE

SECURITIES
•

PRIVATE PLACEMENTS

\

CORPORATE FINANCING

'"VAN"ALSTYNE, NOEL & CO.
Members:

New York Stock Exchange 1 American Stock Exchange

52 WALL STREET, NEW YORK 5

Philadelphia Office I

Room 831, Western Saving Fund Society Bldg., Broad & Chestnut St9.

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



18 (270) The Commercial and Financial Chronicle . . . Thursday, January 21, 1954

Bankand InsuranceStocks
By II. E. JOHNSON

This Week — Bank Stocks
Condition statements of New York banks at the end of 1953

showed only minor changes in the principal balance sheet items.
Individual banks showed variations in deposits, loans and

holdings of U. S. Government securities and in some cases they
were substantial. On the whole the trends were far from uniform
and some institutions actually showed gains in each category
while qthers reported lower totals.

Deposits of the 16 major institutions shov/ed a decline of 1.5%.
Lower totals by some of the larger banks offset increases by five
institutions including Bankers Trust, Irving Trust, Bank of Man¬
hattan, Corn Exchange, and J. P. Morgan.

A similar pattern was followed with respect to total resources
although Bankers Trust among the five showing higher deposits
was not able to show a gain in resources.

A tabulation showing the 16 major New York banks accord¬
ing to size as determined by total resources is presented below:

Total Resources Deposits
—December 31— —December 31—
1953 1952 1953 1952

000 000

♦National City $6,185,113 $6,256,961 $5,637,129 $5,717,825
. . _ .. j r- w r n r»n Ann e o A n AAA

Chase National - 5,562,461

Guaranty Trust 2,972,599
Manufacturers Trust-- 2,933,113
Bankers Trust 2,133,918
Chemical Bank --— 2,006,637
Hanover Bank -- 1,842,154
Irving Trust 1,487,397
Bank of Manhattan.- 1,435,342
Corn Exchange
Morgan, J. P.-__
New York Trust----
First National

Public National 546,341
Bank of New York.. 463,948
U. S. Trust 1 186,717

830,021
797,390
773,727
730,760

5,742,751
3,149,028
2,948,975
2,136,753
2,048,195
1,849,200
1,414,353
1,388,083
824,695
753.808

807,265
754,096
557,273
479,528
195.207

5,062,087
2,520,952
2,6.99,399
1,907,576
1,816,213
1,656,7.19
1,323,865
1,298,607
774,713
687,571
678,684
579,883
490,903
412,374
150,921

5,247,000
2,625,365
2,726,495
1,906,998
1,881,391
1,676,834
1,263,910
1,269,322
770,916 i

671,242
718,135
553,436
504,607
430,222
159,794

•Includes City Bank Farmers Trust Company.
As can be seen from the above totals, J. P. Morgan was the

only bank to alter its standing so far as size is concerned. By in¬
creasing deposits and total resources Morgan advanced ahead of
New York Trust. The others maintained their relative positions
with National City the largest bank in New York in terms of re¬
sources and deposits by a sizable margin. It is interesting to ob¬
serve, however, that the Chase Bank has a larger volume of loans
outstanding. /

Total loans and discounts for the 16 banks were almost un¬

changed from the previous year-end. The decline averaged only
1.0%. Actually eight or half of the banks reported larger out¬
standings.

The number reporting an increase In holdings of U. S. Govern¬
ment securities was nine with the average increase for the 16 banks
amounting to about 1.0%.

A comparison of loans and discounts and holdings of U. S.
Government securities at the end of the last two years follows:

Loans and Discounts U. S. Gov. Securities
—December 31— —December 31—
1953 1952 1953 1952

000 000

♦National City ——- $2,374,637 $2,274,212 $1,609,482 $1,498,046
Chase National 2,393,667
Guaranty Trust 1,405,297
Manufacturers Trust. 917,613
Bankers Trust 987,808
Chemical Bank 773,596
Hanover Bank 705,434

Irving Trust 607,671
Bank of Manhattan.- 622,338
Corn Exchange 215,579
Morgan, J. P.— 285,689
New York Trust
First National

Public National __—

Bank of New York..
U. S. Trust

327,214
269,330
258,765
195,600
71,067

2,551,938
1,566,425
874,945

1,011,-348
823,455
690.746
-331,886
582,867
185,242
297,857
336,646
245,057
250,174
212.747
54,523

926,919
742,994
833,048
505,190
452,735
572,230
373,250
324,377
334,146
238,457
215,045
170,879

91,222
•109,758

66,478

1,053,414
699,309
805,483
503,216
485,679
511,477
352,585
312,596
342,672
197,176
224,197
213,122
116,659
91,070
84,629

•Includes City Bank Farmers Trust Company.
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1954 Seen Year of Promise and Opportunities
1

N. Baxter Jackson, Chairman, and Harold H. Helm, President
of the Chemical Bank and Trust Company, New York, point to
restoration of flexible money and credit policies, and ban
on wasteful government spending as arresting inflation and

inaugurating tax relief.

Discussing the economic situa¬
tion and outlook in his 1953 re¬

port to shareholders, N. Baxter
Jackson, Chairman, and President

N. Baxter Jackson Harold H. Helm

Harold H. Helm, of the Chemical
Bank & Trust Co., N. Y., stated
that business executives have
more reason for optimism now
than they have had for many

years.

Many records were established
during 1953, they pointed out,
"reflecting the development of
many more opportunities for
banks to participate construc¬
tively in the national economy."
During the recent year "a definite
trend away from government in
business developed; a more real¬
istic rate structure prevailed;- a

higher level of loans provided a

more normal outlet for the em¬

ployment of funds, and there was
a less restricted operation .of
fundamental economic laws."

Commenting further on the eco¬

nomic picture, the bankers said:
"As business executives begin a

new year, the sound thinking and
constructive actions of govern-t
ment leaders should be the source

of real encouragement to them.
Those who have kept faith in the

principles of free enterprise have
more reasons for optimism than
they have had for many years.

"The entire nation, desirous of
a free and peaceful world, is
grateful for the cease-fire in Ko¬
rea and recent progress in the
field of international diplomacy.
The transition from a wartime to
a peacetime economy is being
based upon the premise that eco¬
nomic strength is fully as impor¬
tant to the nation as is military
strength. Restoration of flexible

monetary and credit policies, to¬
gether with a ban on wasteful
government spending, have ar¬

rested the destructive spiral of
inflation and already have given
moderate relief to the tax-harried
citizen. The long trend toward
socialism has been reversed with
a curtailment of stringent regula¬
tion of business and industry and
a change of attitude on the part
of government with respect to its
own engagement in business —

competing with its own citizens
on a tax-free basis.

"We anticipate another year of
opportunity for , enterprise and
initiative, and we shall continue
to combine our own efforts with
those of our customers in devel¬

oping a more prosperous nation."

Operating expenses of the
Chemical Bank for 1953 aggre¬
gated $22,63247,2, leaving net
operating earnings, before taxes,
of $21,544,708 compared with $18,-
624,359. Net income for 1953,
after taxes and reserves amounted
to $11,122,215, equal to $3.98 each
on the 2,794,000 shares of capital
stock now outstanding. This is
equivalent to $4.38 a share, as

compared with $3.96 a share in
1952 on the 2,540,000 shares then
outstanding.

cumulative drop in economic ac¬

tivity, they will not stop such a

decline. It is important to recog¬
nize that they only come into
operation when economic activity
already has declined. In this con¬

nection, it will be recalled that
high price supports have not pre¬
vented a substantial decline in
farm income during the past few
years. Moreover, it is important
to remember that these factors
are still relatively new and un¬

tried. Thus, the frequent refer¬
ences to them as evidence that
we could not have a recession in
business activity, seem to be un¬

warranted.

"Many persons are saying that
all that we will have is a reduc¬
tion in activity in automobiles,
housing and steel. There is wide¬
spread hope that decreases in ac¬

tivity in this area will be offset
by expansions in consumer ex¬

penditures. This would be con¬

trary to most of our experience
in the past, since these are the
very areas which have dominated
past recessions. Reductions in the
level of activity in the durable
goods areas reduce the level of
consumer income generally, and
hence usually result in a reduced
volume of consumer spending.
However, such reductions usually
have been smaller than the de¬
creases recorded in producers'
and consumers' durable goods."

Business Activity Wiii Continue Down-Drift

Dr. Jules Backman

"Business activity will continue
to drift lower throughout most of
1954," Dr. Jules Backman, Profes¬
sor of Economics, New York Uni¬
versity, School
of Commerce,
Accounts and

Finance, told
the semi-an-

nual Execu¬
tive Clinic of
Felix Lilien-
thal and Com¬

pany at the
Statler Hotel
in New York

City Jan. 8.
"The reces¬
sion in busi¬
ness activity
which has al¬

ready started,
will bring us down from boom-
boom levels to a level just below
prosperity. To some extent, this
decline will be offset by a reduc¬
tion in overtime, as is already in
evidence. Nevertheless, there
will be some increase in unem¬

ployment in the months ahead. .

"There are numerous signs that
the drift of business activity has
turned downward. Industrial

, production, steel production, auto¬
mobile production, new housing
starts, employment, weekly hours
worked, and gross national prod¬
uct, all have turned downward
from the peaks reached in the sec¬

ond quarter of 1953. The decline
will probably continue in the
months ahead. On an overall ba¬

sis, it shoul^l be moderately larger
than that experienced in 1949."
Dr. Backman pointed out that

"the 1949 recession was primarily
an inventory recession with the
adverse effects offset in part by
expanding demand for automo¬
biles and for housing. In 1954,

■•tc t;. vi-V „ 3- T: -'.3 ■TS.-x.-z-vstn

we seem destined to have an in¬

ventory recession plus a reduction
in the volume of automobile de¬

mand and housing. Government
spending which increased by $7
billion in 1949, is destined to show
little change in 1954.

Adverse Factors
t -

"Among the other adverse fac¬
tors listed by the speaker were
the sharp reductions already ex¬

perienced in farm income, the
sharp rise in private debt, partic¬
ularly consumer debt, the proba¬
ble .reduction in plant and
equipment expenditures from the
recent boom time levels, the de¬
clining backlog of orders, and a
decline in exports as the volume
of foreign aid is curtailed.
"As compared with these unfa¬

vorable factors, it appears as

though government spending will
continue to be sustained at about
current levels, that personal in¬
comes will decline only moderate¬
ly, and that the total demand can

be sustained by some reduction in
the rate of savings. These factors
will help to limit the magnitude
of any overall decline in our econ¬

omy, although they will not pre¬
vent such a decline."

Institutional Props Not Airtight
Professor Backman pointed out

that "considerable emphasis has
been given in public discussions to
certain institutional changes in
our economy which will limit any
decline. ' These changes include
farm price supports, unemploy¬
ment insurance, old age insurance,
guarantee of bank deposits, and
the probability that Federal rev¬
enues will decline more than
Federal spending. While these
developments may help to provide
a bulwark against a substantial

REPORT OF CONDITION OF

Underwriters Trust

Company
of 50 Broadway, New York 4, N. Y., at the
close of business on December 31, 1953,
published in accordance with a call made
by the Superintendent of Banks pursuant
to the provisions of the Banking Law ol
the State of New York.

ASSETS

Cash, balances with other

banking institutions, in¬
cluding reserve balances,
and cash items in process
of collection $10,066,238.00

United States Government
obligations, direct and
guaranteed 13,371,988.54

Obligations of States and
political subdivisions 1,470,570.23

Other bonds, notes, and de¬
bentures — 1,811,199.26

Loans and discounts (in¬

cluding $7,850.27 over-/
drafts) 15,748,796.40

Banking premises owned,
None; furniture and fix¬
tures and vaults____ 94.041.71

Other assets 160,564.18

TOTAL ASSETS $42,723,393.32

LIABILITIES

Demand deposits of individ¬
uals, ' partnerships, and
corporations

Time deposits of individuals,
partnerships, and corpo¬
rations

Deposits of United States
Government _

Deposits of States and po¬
litical subdivisions

Deposits ' of banking insti¬
tutions ;

Other deposits (certificed
and officers' checks, etc.)
TOTAL

DEPOSITS $39,273,538.27
Other liabilities

$22,373,139.53

4,203,235.98

400,472.95

10,485,015.56

470,297.47

1,341,376.78

280,327.55

TOTAL LIABILITIES (not

including subordinated
obligations shown below) $39,553,865.82

CAPITAL ACCOUNTS

Capital t $1,000,000.00
Surplus fund L000,000.00
Undivided profits 1,169,532.50

TOTAL CAPITAL AC¬

COUNTS $3,169,532.50

TOTAL LIABILITIES AND
CAPITAL ACCOUNTS__ $42,723,398.32

fThis institution's capital consists of
common stock with total par value cf
$1,000,000.00.

MEMORANDA

Assets pledged, or assigned
to secure liabilities and
for other purposes— $9,117,996.54

(a) Loans as shown above
are after deduction of re¬

serves of 34,695.49
(b) Securities as shown
above are after deduction
of reserves of 161,423.40

I, William D. Pike, Secretary of the
above-named institution, hereby certify
that the above statement is true to the
best of my knowledge and belief.

Correct—Attest:

WILLIAM D. PIKE.

C. W. KOP.ELL

JOSEPH B. V. TAMNEY
JOHN E. BOOTH

Directors

:
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least resistance by granting the
i'demands rather than risking
•\ strikes , by resisting them. Now

that it is no longer possible as a

matter of course to pass on to the
buyer the cost of higher wages,
.the unions encounter stiffer re¬

sistance.
<. The reason why during the past
v eight;years employers found it

'

- possible s to work profitably in
: spite of ever-increasing wages was

Britain Facing Wave of Strikes
By PAUL EINZIG

,

Dr. Einzig foresees a series of industrial strikes in Great i

Britain now that there are no more balance-of-payment crises.
However, he points out, since inflation in Britain has been neu¬

tralized through decline in world prices of foodstuffs, there is
less justification for pressing claims for higher wages, and v
grants of higher wages would merely initiate a* new price- * .

cniral partly the non-stop inflation and
v'* '• - . 1 5 partly > the relative restraint of

- LONDON, Eng.—It looks as has been the absence of any eco- wages demands. Owing to the new
though the year 1954 would bring nomic crisis during 1953. For the industrial balance of power under
a number of grave industrial dis- first time since the end of the war J employment, .the workers
putes to Britain. Even though- Britain has been free of any acute might , have been able to exploit

some wages balance of payments crisis during their scarcity v a 1 u e to a far
claims are

, two consecutive years. Gratifying Sjea^er extent. They did not take
likely to be . as this is, the prolonged absence toll advantage of their strong bar-
satisfied oth- of a crisis is not an unmixed bless- Saining position, because of the
ers are bound ing.. For there is good reason for frequent crises or threats of crises,
to be resisted,'- assuming that the relative moder- TK^y>ref.^.ze^ that amidst prevail-
so that we are ation of trades unions andTtheir in£ conditions any excessive wages
likely to wit- members during the first eight 'demands^would have aggravated
ness a series of postwar years has been largely . - ? crises, and that sooner or later
strikes. Evi- due to the regular recurrence of ddiis would have recoiled on them-
dently, the in- a balance of payments crisis every se*V€;s: Hence the relatively fa-
dustrial work- other year—in 1947,1949 and 1951. yorablO response to exhortations
ers and their . As a re„ult of this. bipnnia1 pr; by tha Socialist Government be-
unions are be- -o d •+ ^ 1m 2 n tween 1945 and 1951. Even underunion* are pe S1S Britain was, until recently, all *hp mncprvativp rnupmmPnt if
coming in- thp timp pithpr nhvinn^lv hpaHin« ine conservative Lrovernment it
ere a sin el v , obviously heading was possible> until recently, to

Lstent on a.ne)y cns.1^',10r slle wa? .ac^u~ secure a moderation of wages de-
pressing thei? aJ.'y th? T dle °f-a C7S1S' °r mands- trough an appeal to the

wages demands, and their de- crisis Velnte'rXbefweerthe ,PubUe SPirit °f the ^0rkers' s0
mands are becoming increasingly reCovery from the last crisis and ^sftion appeared"?bebrecaSssubstantial. This in spite ot the the development of a new crisis P0sltl0n appeared to be precarious.

balance of payments. While infla- claims. It seems, therefore, that we
tion as such could proceed un- are justified in defining the exist-
checked; a balance of payments ing system in Britain as the "wel-
crisis would tend to correct the fare state tempered by frequent
tendency of excessive wages crises."

Customer-Broker Arbitration Agreements
Voided By United States Supreme Court

High Court rules investors are not bound by Mediation Agree¬
ments entered into in advance.

Dr. Paul Lining

almost complete absence of a fur- were too bVieFto Idlow^timeTor Now that> owing to the pro-
ther increase in the cost of living putting forward big wages de- ■ lGnSed absence of another crisis,
in recent months, and in spite of mancis ancj pressing them home the fears of a crisis have subsided,
the growing difficulties of the successfully. There were of wages demands have increased ac-
British eyport trade. The trades COurse, wages increases, but they -*n ?e t^irea^;
unions, which in the past had been WPrP mnrp or 1pq<3 in nrnnnrtinn of a depletion of the gold reserve
very helpful in restraining un- totheXln th^t of uXg •• resu,tln« f?U'n rawwarranted wages demands appear Higher wages were granted as ™ate.r.lal imports provided a rea-
to have abandoned their resist- parj 0f the process of non-stop saaa Y adequate deterrent lor ex-
ance to the clamors of their mem- inflation.- Now thai aSSerated demands. It was feared

e.x. r , ^ecaase Commumst this inflation appears to have bq-T''^a1i5?-^?ia}: months large-lnfxltration has already secured . come neutralized through falls• l^ resultcontrol over their policies, or be-;"world prices of foodstuffs, there ^?rJ1.^a^.a*lce:.19^ payments
cause their moderate leaders are jPSt; iiictifiration for Dressing crisis, and it was, therefore, pos-
afraid that they might be displaced/wages c]aims and it has become s^le persuade the workers to
by Communists unless they swim more difficult for erhnlovers to* their share towards the solu-
with the tide. ; : V; crisis by abstaining
; The main reason for this in- rise in prices continued unabated f^°m pressing foi too high wages.
creasing pressure for higher wages they preferred to take the line of , i2uring e^ ?r1,pal5 °!

. *\v. v ,-1953 "there was much talk about
an autumn crisis, possibly because
/it was widely taken for granted
/that/there must be such a crisis

; every other year. / ,

./The , autumn of 1953 has come

and has gone, however, without
;.a new crisis. As the year wore on
i the,, wages demands were becom¬
ing ^increasingly insistent. Some

I of them had to be met to a large
degree, others are pending at the

} time of writing. It seems that the
'*

longer; is the time that has elapsed
'since the last crisis the more

'firmly the workers and their un¬

ions are becoming convinced that
there is. no danger of another cri¬
sis. They, therefore, feel increas¬
ingly justified to take full advan-

. tage of their strong bargaining
position.
; Yet even from their own point
of view, as distinct from that of
the general economic interests of
the country as a whole, it is very

short-sighted on their part to
abandon their former commend¬

able self-restraint. For the first

time since 1939 there is now a

chance to resist inflation success¬

fully. But if a new wages spiral
is set in motion in spite of the
halt in the rise in prices we have
to accept creeping inflation as an

integral part of the system of full
employment and the welfare state.
It will then be difficult to escape
the conclusion that a frequently,
recurrent crisis • is an essential

part of the machinery of checks
and balances that secures the

working of full employment and
the welfare state. Indeed such
crises are bound to be more fre¬

quent than the crises in the clas¬
sical business cycles. The. latter
had recurred once in about seven

years. It seems that under present
' conditions crises-are liable to be
much more frequent. . .

•

Th^ result-of the present wave
"

of wages claims will be domestic
; inflation .and a deterioration of the

that

THOMAS & COMPANY
ALCOA BUILDING

PITTSBURGH 19, PA.

Municipal and Corporate
Securities

In a recent decision the United
States Supreme Court has ruled
that agreements entered into be¬
fore the purchase of securities
whereby customers agree to sub¬
mit to arbitration any disputes
that may subsequently arise be¬
tween them and their brokers, are
invalid and unenforceable as pro¬
hibited under the Securities Act
of 1933. In the 20 years since the
enactment of the Securities Act
and the establishment of the SEC,
such provisions have been as¬

sumed to be binding, and the

point was first raised by Anthony
Wilko (a purchaser of Air Asso¬

ciates, Inc., common stock from

Hayden Stone & Company), and
his attorneys, Richard H. Wels and

Henry E. Mills, of New York City.
Both Wels and Mills rare former

SEC attorneys.

In the course of its 15-page

opinion (from which Mr. Justice
Frankfurter and Mr. Justice

Minton dissented), the Supreme

Court, through Mr. Justice Reed,
commented: "Two policies, not

easily reconcilable, are involved

in this case. Congress has afford¬
ed participants in - transactions
subject to its legislative power an

opportunity generally to secure

prompt, economical and adequate
solution of controversies through
arbitration if the parties are will¬
ing to accept less certainty of le¬
gally correct adjustment. On the
other hand, it has enacted the Se¬
curities Act to protect the rights of
investors and has forbidden a

waiver of any of those rights. Rec¬

ognizing the advantages that prior,
agreements for arbitration may

provide for the solution of com¬

mercial controversies, we decide
that the intention of Congress

concerning the sale of securities

is better carried out by holding
invalid such an agreement for ar¬
bitration of issues arising under
the Act.'*
In a concurring opinion, Mr.

Justice Jackson said that, while
he agreed with the court, he
would find an arbitration agree¬

ment entered into subsequent to
the purchase of securities, en¬

forceable.

Municipal Bonds and Corporate
Securities :

Local Industrial & Utility Stocks

Trading Markets

Retail Distribution

Semi-annual Appraisals

Equipment Trust Certificates

City of Philadelphia
and

Philadelphia School District Bonds
as of December 31, 1953

Novo available for distribution
Write for your copy
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Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

Despite reports of a rather im¬
portant amount of profit taking
at intervals, there are still plenty
of buyers around to absorb the
securities that have been appear¬

ing for sale. This has given the
market the needed fillup to keep
it on the constructive side. Also

the sellers or profit taker are

going right back into other issues
because there is the need for

keeping income on an even keel
if possible. There are likewise the
opinions that interest rates will
go lower an<l it is only a question
of time before reserve require¬
ments and the rediscount rate are

lowered with much more vigorous
open market operations also being
predicted. These beliefs make for
a good market in Treasury issues.
The impending refunding ac¬

cording to money market spe¬
cialists is quite likely to be a

three-way deal with shorts, inter¬
mediates and longs being offered
in exchange for the maturing
obligation.

ZViS Taken By Out-of-Town
Banks

The demand for government
issues is still very sizable and
although there appears to be a bit
more selectivity in the buying
than has been the case in the
recent past, a large amount of
Treasury obligations are continu¬
ing to move into strong hands.
The commercial banks, mainly
the smaller out-of-town institu¬
tions which are much more sav¬

ings banks than deposit institu¬
tions, are the leaders again in
the acquisition of government ob¬
ligations. It is reported that the
longer-term 2Vii's continue to be
'the attractive securities as far as

the banks are concerned. It is indi¬
cated that the 2V2S due 9/15/67-72
has been the bellwether of the

group of 2 V2 % bonds which are

being bought by these institutions.
The 2V2S of 1964-69 have also

come in for important buying, ac¬
cording to advices, with not a few
of the out-of-town deposit banks
being attracted to this obligation.
Although there are reports that
the 2%s of 1963-68 and the 2%s-
of 1962-67 have been taken out
of the market in fairly sizable
amounts by these same commer¬
cial banks, it is evident that the
2V4S of 1959-62 have had greater
attraction for these institutions
than the aforementioned 2V2S.
This buying is being done in face

of the realization that the 2y4s
might be vulnerable to the new

financing for refunding purposes
which should be announced in

the very near future.

Profit-Taking in 2%s

There have been reports of
some fairly sizable profit taking
by the commercial banks, with the
large money center institutions
also indulging in this practice to
a minor extent. It is indicated
that the 2%s of 1961 have been
let out in quite a few instances
by the out-of-town banks and
while there have been reports of
some important sales of this issue,
there have been, nonetheless, some
sizable buyers in the market for
the 1961 obligation. The larger
deposit banks and non-bank in¬
vestors other than pension funds
are reportedly the main takers of
the 2%s which have come into
the market.

The 3V4% due 6/15/78-83 is
another issue in which there , is
not an unimportant amount of
profit taking, according to ad¬
vices. It seems as though the sell¬
ers have been commercial banks,
the large ones as well as the small
ones, in not too heavy volume,
however, but of sufficient size to
be worth noting. There has been,
likewise, selling by non-bank in¬
vestors in the longest 3V4s and
while not in too large amounts,
it has at times been a factor in
the market. On the other hand,
the buying in the 3y4s has been
and still is of very good quality
in spite of the fact that prices
either have been making new

highs or are close to them. State
funds, and private pension funds
are reportedly the principal
buyers of the longest government
bond as they have been for some¬
time.

and still supply the greater part-
of the volume in Treasury obli¬
gations. They have been, how¬
ever, overshadowed by the atten¬
tion that is being paid to the
longer-term obligations because
the tendency now is to lengthen
maturities. Nonetheless the volume

and activity in the more distant
maturities is not yet comparable
to' what is being done in the
shortest term issues.

Junius Close With

Van Alstyne, Noel
Van Alstyne, Noel & Co., 52

Wall Street, New York City, mem¬
bers of the New York' Stock Ex¬

change and other leading Ex¬
changes, announce that Junius B.
Close is now associated with the
firm as Manager of the Institu¬
tional Department. He was for¬
merly associated with Cohu & Co.
in that firm's Institutional De¬

partment.

Maynard Director
Richard S. Maynard has been

elected to the Board of Directors
of National Investors Corporation
and Whitehall Fund, Inc., accord¬
ing to an announcement issued by
Francis F. Randolph, Chairman
of the Board and President of the
two mutual investment companies.
Mr. Maynard is a partner in Still-
man, Maynard & Co., New York,
an investment brokerage firm.

Form Pacific Western Sees.
LOS ANGELES, Calif.—Pacific

Western Securities, Incorporated,
is engaging in a securities business
from offices at 634 South Spring
Street. Allen Mansfield is a prin¬
cipal of the firm.

Melvin Scoville Opens
SEATTLE, Wash.—Melvin J.

Scoville is engaging in a securities
business from offices at 3057 43rd

Avenue, West.

News About Banks

and Bankers
CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED

. CAPITALIZATIONS

Intermediates Losins Favor Webster Opens Office

y. S. TREASURY

STATE

and

MUNICIPAL

SECURITIES

Aubrey G. Lanston
8i Co.

incorporated

15 BROAD ST., NEW YORK 5
WHitehall 3-1200

231 So. La Salle St. 45 Milk St.

I CHICAGO 4 BOSTON 9
ST 2-9490 HA 6-6463

The intermediate term issues

are also being bought by the
smaller commercial banks but the
amount and size of the transac¬
tions have decreased noticeably
because there is more of an in¬

clination now to wait and see

what the Treasury might do in
the way of a middle term obliga¬
tion in the refunding that is fac¬
ing the market. There is, however,
still the good-sized order from
time-to-time for certain of the

discount intermediate term issues

because of the attraction that is
attached to a security selling un¬
der the par level. /

Short-Terms Still Attractive

The short-term issues are the

most active ones in the market

SEATTLE, Wash.— Shailer F.
Webster is conducting a securities
business from offices in the

Marion Building.

Edwin I. Connor
Edwin I. Connor, member of the

American Stock Exchange, passed
away Jan. 18 at the age of 85. Mr.
Connor was 31 former Governor of
the Exchange and had been a

member since 1911.

Ashbel Green
Ashbel Green, a well known

figure in Wall Street, and a Sec¬
retary of the New York Stock Ex¬

change for eight years until his
retirement in 1936, passed away
Jan. 18 at the age of 84.

Primary Markets

SECURITIES OF THE UNITED STATES GOVERNMENT

AND ITS INSTRUMENTALITIES

INTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT BONDS

GENERAL MARKET AND REVENUE

MUNICIPAL SECURITIES

1
w

FOUNDED 1890

T.G.WHITE & COMPANY
INCORPORATED

37 Wall Street, New York 5, N. Y.

Telephone HAnover 2-9300 Bell System Teletype NY 1-1815

At the annual meeting of share¬
holders of The Public National

Bank and Trust Company of New
York held on Jan. 19 present di¬
rectors were reelected. Approval
was voted of the payment of the
proposed stock dividend of 15%
effective Feb. 15, 1954, in connec¬
tion with which transfers will be
made from undivided profits to
increase total capital and surplus
from the present amount of $30,-
050,000 to $32,500,000, after which
undivided profits will be in excess

of $10,000,000. The shares out¬
standing will increase from 756,-
250 to 870,000.

* * *

The appointment of Cornelius
A. Lowe and Karl Wolff as Assist¬
ant Vice-Presidents of Manufac¬

turers Trust Company, New York,
was announced by Horace C. Flan-
igan, President.
In December, 1916, Mr Lowe

joined the Chatham Phenix Na¬
tional Bank and Trust Company,
which merged With Manufacturers
Trust in 1932. Mr. Lowe was ap¬

pointed an Assistant Secretary in
1944. He is assigned to the 149
Broadway Office (New York
City).
Mr. Wolff came to Manufac¬

turers Trust in January, 1943. In
1948, he was advanced to Assist¬
ant Secretary. Two years later
he was appointed Officer - in -

Charge of the 84 Broadway Of¬
fice (Brooklyn, N. Y.). Mr. Wolff
will continue his duties at the 84

Broadway Office.
* * ♦

The Corporation Trust Company,
New York

Dec. 31, '53 June 30, '53
Total resources $2,465,281 $2,753,539
Deposits 131,366 146,788
Cash and due 1
from banks 1,129,311 1,336,560

U. S. Gov't.

secur. holdings.. 481,175 478,511
Undivided profits.. 158,890 275,863

* ♦ *

Thomas J. Shanahan, President
of the Federation Bank and Trust

Company, New York, announced
on Jan. 18 the following execu¬
tive promotions: Joseph L. Wil¬
son, elected to Vice-President and
to continue as Secretary of the
bank; Joseph T. Sandleitner,
elected Assistant Vice-President;
J. Richard Finnegan, to Assistant
Treasurer; Frederick K. Bullard,
to Assistant Trust Officer; and
Richard C. Bellinger, to Assistant
Auditor.

* * ♦

The Board of Trustees of the

Seamen's Bank for Savings in the
City of New York, has elected
John D. Butt, as President,
Clarence G. Michalis, Chairman,
announced on Jan. 15. Mr. Mi¬
chalis relinquished the Presidency
but continues as Chairman. Other
officers promoted by the Board
are: Hermann F. Koch, formerly
Controller, as Vice - President;
Alois Kaufmann, from Auditor to
Controller, and Albert E. Crane,
Assistant Vice-President to Vice-

President.
* * *

John W. Hooper, President of
the Lincoln Savings Bank, Brook¬
lyn, N. Y., announced today the
election of Henry H. Egly, as a
trustee of the bank. Mr. Egly is a
Vice-President and Director of

Dillon, Read & Co., Inc., where
for many years he has been in
charge of the syndicating of se¬

curity issues. He brings to the
bank a wide experience in the in¬
vestment field.

At the annual meeting of stock¬
holders of Kings County Trust

Company, Brooklyn, N. Y., Jan.

18, approval was given for a stock
split of two and one-half shares
of $40 par value stock for each
share of presently held $100 par
value stock. A ,300% stock divi¬
dend on the new stock was also

approved. , „

The result of these actions will
be that each stockholder will re¬
ceive 10 shares of the new $40
par value stock in exchange for
each $100 par value stock now
held.

The proposed plan was given in
the Nov. 26 issue of the "Chroni¬

cle," page 2052.
* * *

Edwin P. McGuirk, Assistant
Cashier of the Lincoln Savings
Bank, Brooklyn, N. Y., and Assist¬
ant Manager of the bank's Flat-
bush office, located at Church and
Nostrand Avenues, celebrated his
25th Anniversary with the bank.
John W. Hooper, President of the
bank, presented Mr. McGuirk with
a beautiful wrist watch, appro¬

priately inscribed for the occa¬

sion, at a luncheon attended by
officers and trustees of the bank.

❖ * *

Independence Hall on Long Is¬
land is the motif of the new

Queens County Savings Bank Of¬

fice, 76-02 Main Street, Kew
Gardens Hills, which opened on
Jan. 15. This is the first time
that a replica of Independence
Hall has been used as a banking
structure.

The Comptroller of the Cur¬
rency reports that a charter has
been issued to The National Bank
of Great Neck, Great Neck, Nas¬
sau County, New York, with a

capital of $500,000 and a j sur¬

plus of $500,000. The President
is W. C. Kielmann and the Cashier
is L. Walter Schaefer.

The Depositors Trust Company-,
Augusta, Maine, has absorbed the
Wilton Trust Company, Wilton,
Maine, effective Jan. 4.

* * *

Leo V. Hammond, Vice-Presi¬
dent and Manager of the Pomp-
ton Lakes Office of First National
Bank and Trust Company of Pat¬
erson, Clifton and Pompton Lakes,
N. J. is assuming new duties as

Vice-President at the bank's Mar¬
ket Street Office in Paterson, and
Ambrose Donnelly, a Vice-Presi¬
dent at the latter office, has been
designated Manager of the Pomp-
ton Lakes Office, according to an1
announcement made by F. Ray¬
mond Peterson, Chairman of the
Board.

I

Mr. Hammond was for a num¬

ber of years Executive Vice-Presi¬
dent of the I^orth Jersey National
Bank of Pompton Lakes. In 1953
this institution was purchased by
the First National Bank and Trust
Company of Paterson.

* * *

Thomas C. Butler, Treasurer of
the Grand Union Company was
elected a Director of the First
National Bank and Trust Com¬
pany, of Paterson, N. ,J., at the
annual meeting on Jan. 12.

* $ *

The directors and officers of
First Camden National Bank and
Trust Company, Camden, N. J.,
announce the election of Burleigh
B. Draper as Chairman of the
Board of Directors.

* * * 1

Election of five new Directors
of Commercial Trust Co. of New
Jersey, was announced on Jan. 14
by William J. Field, President.
The new board members are:

Charles E. Adams, James J. Boyle,
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Richard D. Nelson, William Neu¬
mann, Jr., and Edward J. O'Mara.

f V * *

The annual meeting of the
shareholders of The Pniladejphia
National Bank, Philadelphia, Pa.
held on Jan. 19, voted to merge
with The First Rational Bank of
L a n s d a 1 e, Chester-Cambridge
Bank & Trust Co. of Chester and
Montgomery National Bank of
Norristown.

Under the terms of the three
merger agreements Philadelphia
National will exchange two shares
of its stock for each three shares
of First National of Lansdale and

Chester-Cambridge Bank & Trust,
and seven shares of its stock for
each share of Montgomery Na¬
tional.

Simultaneously, in both Chester
and NoiTistown, shareholders of

Chester-Cambridge Bank & Trust
and Montgomery National on the
same day also overwhelmingly
cast their votes of approval to
merge with Philadelphia National.
The First National of Lansdale
shareholders approved their mer¬
ger agreement a week ago, .when
more than 97% of the stock voted
in favor of the merger with not
a single share dissenting.
The plans for the merger were

given in the Dec. 17 issue of the
"Chronicle" page 2458.

Frederic A. Potts, President of
the Philadelphia National, an¬
nounced that J. H. Ward Hinkson,
prominent Chester attorney and
presently a Director of Chester-
Cambridge Bank & Trust, was
elected to the Board of Directors
of Philadelphia National. Upon
completion of the mergers, all
employees of the three banks will
become employees of the enlarged
bank and continue to serve at
their present posts.
Mr. Potts added that Douglas R.

Faith, President of Chester-Cam¬

bridge Bank, and W.> Frederic
Zimmerman, President of Mont¬
gomery National, will be elected
Vice-Presidents of The Philadel¬

phia National Bank in charge of
their offices and present Direc¬
tors of their banks will serve as*

advisory committees. In Lansdale,
Irwin G, Lukens, President, and
W. H. Rosenberry, Vice-President,
will retire as officers but will be

temporarily retained by Philadel¬
phia National on a special basis,
and Paul G. Hartman, Cashier,
will retire on,. Jan. 31. W. H.

Weingartner will become an As¬
sistant Vice-President of the en¬

larged bank. The Lansdale di¬

rectors, Mr. Potts stated, will also
. serve Philadelphia National as an

advisory committee.
» * * %

Two new directors were elected
to the board of The Pennsylvania
Company for Banking and Trusts,

, Philadelphia, Pa. at the annual
meeting of stockholders on Janu¬

ary 18. They are Robert H. Smith,
President of the Norfolk and
Western Railway Co., and Wil¬
liam F. Kriebel, Senior Vice-
President of the bank.

At the subsequent organization
meeting of the board, William M.

r David retired and his place as
'

Senior Vice-President in charge of
the Trust Department was ' taken
by Robert A. Wilson.
*'

Albert W. Whittlesey, Vice-'
President, was advanced to Se¬
nior Vice-President by the board,

■ and William Potter Davis, 3rd,
and Charles H. Miller, Assistant

* Vice-Presidents, were named
- Vice-Presidents;

Other executive promotions ap¬

proved by the board were:

: Edward ; J. Cade, Harry
Schwartz and Ritter D. Young,
from Assistant Treasurer to As¬
sistant Vice-President; Albert J.

. Drueding, Clayton McElroy, Jr.,
and Robert K. Mclnnes/ frcm As¬
sistant Trust Officer to Trust Of-

•

ficer; George Smith, from Corpo¬
rate Trust Officer to Assistant

:

Vice-President; Henry J. Wylie,
, from Assistant Corporate Trust
Officer to Corporate Trust Officer;
and Earle J. Hinkle, from Assist¬

ant Treasurer to Assistant Comp¬
troller.

Six new Assistant Treasurers

were named. They are William H.
McCloud, Daniel S. Bastian, Ray¬
mond J. Keller, Charles A. Sher-
mer, Robert H. Woodside and Re¬
becca S. High.

* * *

Stockholders of Provident Trust

Company of Philadelphia, Pa. at
their annual meeting on Jan. 19
elected Albert S. Corson, Vice-
President of Philadelphia Electr.c
Company, to the Board of Di¬
rectors of the bank. - v

* * *

Stockholders of the Equitable
Trust Company of Baltimore, Md.,
approved the proposal to increase
the bank's authorized capital stock
from 150,000 shares of $10 par
value to 177,500 shares of $10 par
value. The board of directors fol¬

lowing the action of the stock¬
holders voted to distribute 22,500
extra shares of a stock dividend
on Feb. 1 to holders of record
Jan. 13. One share will be dis¬
tributed for each 6% shares held,
equivalent to a 15% stock divi¬
dend.

* * *

At a meeting of the board of
directors of the National City
Bank of Cleveland, Ohio, held
on Jan. 12, the dividend on the'
bank's shares was increased from
90 cents semi-annually to $1 pay¬
able 50 cents on Feb. 1, 1954, to
holders of record Jan. 18, and 50
cents on May 1, 1954 to holders
of record April 16.
At the meeting, James M. Daw¬

son, the Economist of the bank,
was elected a Vice-President,
Russel E. Vunderink, Trust Offi¬
cer, was promoted to Assistant
Vice-President, Robert F. Reinert
was promoted to Assistant Branch
Manager and assigned to the
bank's Lorain Avenue office and

Lenore V. Freeman was desig¬
nated as Trust Officer, the first
woman to hold an officership in
the bank's trust department.
Mr. Dawson has served as Econ¬

omist since he came to the bank
in September, 1948. Previously he
had been with the Federal Re¬

serve Bank of Cleveland.
Mr. Vunderink came to the bank

as an Estate Analyst in April,
1949, and was named Trust Offi¬
cer in April, 1951.

* * *

The annual stockholders meet¬

ing of The South Shore National
Bank of Chicago, 111., held on
Jan. 12, Mr. Walter T. Meyer,
Chairman of the Board and Presi¬

dent, announced the re-election
of all board of directors with

the following additions to the
board: Mr. Frank Storm, of Am-
arillo, Texas, was elected to the
board of directors. Mr. Raymond
P. Duffy, Vice-President of the
bank was also elected to the
board of directors.
At the regular meeting of the

board of directors on Dec. 15,
1953, the following changes and
additions were made to the offi¬

cial staff: Mr. Aubrey N. Over-
field was appointed Vice - Presi¬
dent, having formerly held the
position of Vice - President and
Cashier of the bank.

Mr. Overfield was succeeded as

Cashier by Mr. Harold F. Roach.
Mr. Roach joined the bank in
January of 1953.
Mr. Ralph N. Brauer was ap¬

pointed Assistant Cashier.
■

* * *

President Clarence A. Beutel of
The South East National Bank of

Chicago, 111., announced the elec¬
tion on Jan. 12 of a new Director,
JerOme F. Kutak, Executive Vice-
President of the Guarantee Re¬
serve Life Insurance Company of
Hammond, Ind.
Kutak succeeds D. Claude Luse,

President of Luse-Stevenson Com¬

pany, who has retired because of
illness, after serving the bank as

Director from its organization ih
1935.

The directors made two new

appointments of officer^: Ernest
*Yv. Kngore was advanced to Vice-

President, and Joseph Wahala to
Assistant Vice-Presiaent.
Shareholders Jan. 12 approved

a 25% stock dividend payable to
shareholders of record Jan. 25,
1954. This action increases the

capital stock from $500,000 to
$625,000, and is in addition to the
recent action of the directors

transferring $250,000 from undi¬
vided profits to surplus, raising
surplus to $1,250,000.

* * *

The directors of the First Wis¬
consin National Bank, Milwaukee,
Wis., elected William G. Brumder
President to succeed William

Taylor who retired because of

poor health.
The - directors also promoted

John S. Owen and Joseph W.
Simpson, Jr., First Vice-Presidents
to Executive Vice-Presidents. Also

promoted to Vice-Presidents were
Donald A. Harper, Lowell C.
Klug, Samuel E. Callahan and
Austin S. Lett.

V ♦ *

Croil Hunter; Chairman of the
Board of Northwest Orient Air¬

lines, has been elected a Director
of the Dakota National Bank,
Fargo, N. D.

• .* * ♦

. Seven promotions were an¬

nounced and two new officers
named at the annual meeting Jan.
12 of the board of directors of

City National Bank & Trust Com¬

pany, Kansas City, Mo.
Four new Vice-Presidents in¬

clude Louis G. Loschke, who has
been Cashier; and David B. Cox
James F.. Mack and Charles W.

Koester, who have been Assistant
Vice-Presidents.

Succeeding Mr. ^Loschke as

Cashier is Benjamin B. Hanis,
formerly an Assistant Vice-Presi¬
dent.
R. C. Kemper, Jr., and Robert

P. Corbett were advanced from

Assistant Cashiers to Assistant

Vice-Presidents.
The bank's new officers are

Thedore S. Chapman, Corporate
Trust Officer, and John Pitnick,
Assistant Cashier.

» * ♦

W. W. McEachern, President of
The First National Bank of Green¬

ville, S. C., announced on Jan. 14
the election of Mr. R. E. Ebert,
President, Dixie Home Stores, to
our Board of Directors.

* * *

The Fulton National Bank of

Atlanta, Ga., increased its com¬
mon capital stock from $2,000,000
to $2,500,000 by sale of new stock
effective Jan. 4.

. ». . ' * • - * V

Harry X. Kelly was elected
to the board of directors of The

Ilibernia National Bank in New

Orleans, La., at the annual meet¬
ing of stockholders held an Jan.
12, Wallace M. Davis, the bank's
President announced. All other

directors were renamed.

At the meeting of the bank's
directors immediately following
the stockholders' session, Mr. Ed¬
ward D. Finley, Jr., was elected
Vice-President'and will assume

his duties on March 1, 1954.
* '* *

The Groos National Bank of San

Antonio, San Antonio, Texas is¬
sued to its shareholders of record
on Jan. 12, rights to subscribe for
25,000 shares of common stock
-with a $10 par value per share,
for $22.50 per share, at the rate
of five new shares for each seven

$10 par shares held. These rights
'will expire at 12 noon Central
'Standard Time Jan. 26.

* * *
,

; Edward H. Cary, Jr., President
of Cary-Schneider Investment Co.,

J and son- of the Tate Dr. Edward
jH. Cary; was elected a Director
of the Republic National Bank of
'Dallas,- Texas, at the annual
'stockholders meeting of the bank
;on Jan. 12, Karl Hoblitzelle,
Chairman, and Fred F. Florence,
President, announced.
In a subsequent meeting of the

bank's board of directors, seven
members of the bank's staff were

promoted. Promotions were as

follows: E. B. Fowler, from Trust
Officer to Vice-President; Glenn
Facka, Nicholas F. Roberts and

George F. Gibbons, from Assistant
Vice - Presidents to Vice - Presi¬

dents; James E. Magouirk, from
Assistant Trust Officer to Trust

Officer; Dewey H. Dean, Jr., from
Assistant Cashier to Assistant

Vice-President, and Otis Wheeler,
promoted to Assistant Cashier.
All other officers and directors

were re-elected.
* * *

1
Election of Marsden S. Blois

to the Managing Committee of
Bank of America, San Francisco,
Calif., and to the Advisory Coun¬
cil of the board of directors was

announced by President Carl F.
Wente following action by the
board.
Blois is a Vice - President in

loans and investments to the bank,
and has been associated with them
since 1919.;,.''^;"'' \•
All incumbent

.. directors of the
bank was re-elected.

• • * * ' '.

The Anglo California National
Bank, San Francisco, Cal., opened
for business on Jan. 18, Paul E.
Hoover, President, announced.
Located at 230 North California

Street, between East Channel and
East Miner Streets, the new Anglo
office, attractive and spacious as

it is, will serve as a temporary
location for the bank until it con¬
structs its permanent Stockton
home on the block-deep site it
recently acquired on East Weber
Avenue.

Delbert H. Pilliard is Vice-
President and Manager of the
Stockton office, and Howard E.
Langford is Assistant Manager.
Until his recent appointment to
the Stockton post, Mr. Pilliard
was Vice-President and Manager
of Anglo bank's office at Red
Bluff. Mr. Langford has been as¬
sociated with banks in San Fran¬

cisco, Newman, Gustine and Oak¬
land.

The Stockton office is Anglo's
35th in Northern and Central
California.

N. Y. Dealers Dinner:

January 28 at Biltmore
The New York Security Dealers

Association 28th annual dinner
will be held Friday, Jan. 22, at the
Hotel Biltmore, beginning at 6:45
p.m. About 400 reservations have
already been made.

George L. Collins of Geyer &
Co. Incorporated is Chairman of
the Dinner Committee.

» «CLAUDE NEON, INC.

ri IA7„t growth
0"ft Ciy SITUATION

Selling Under $5

Here's a company under vigorous management
engaged in three of the most rapidly growing
modern industries.

ELECTRONICS

AIR CONDITIONING • HOME APPLIANCES

Ten selected leaders in these fields, including Claude Neon, show
a remarkable 1918-1952 sales' growth of 83% each. Proof that
these new industries are truly growth industries.

Claude Neon alone showed a 1948-1952 sales' growth of 199%,
or well over double the others. Proof that Claude I\eon is the
growth leader in these growth industries.

From the standpoint of net income, Claude Neon has an even
more impressive record. The ten companies show an average net
income increase for the period of 68%. Claude Neon's net income
increased 487%—fully eight times as great as its competitors.

EARNINGS and FINANCES GREATLY IMPROVED

Per share earnings have increased each year from 19 cents in
1948 to $1.02 in 1952. Working capital is up nearly $5,000,000
from June 30, 1948 to June 30, 1953, while total assets increased
in the same period from $15,300,000 to $28,200,000.

The company is now in the strongest financial position in its
entire history.

FUTURE BRIGHT

Not only is Claude Neon a rapidly growing company in three
growth industries, it is also a leader in research in those fields.
Fully 400 of its 4,000 employees are recognized as top engineers,
mathematicians, scientists and physicists.

As further security for its future, the company possesses a large
backlog of orders, and a notably successful management. Claude
Neon common slock is actively traded in on the American Stock
Exchange. Two dividends of 10tf each phis a 5% stock dividend
have been declared during 1953. Current price is under $5 per
share. We believe ihe growth factors in this company should
result in appreciation in the market value of this stock.

We recommend this stock
as a prime growth opportunity
Send for copy of our comprehensive

six-page Special Report.

FRANK M. CRYAN & CO.
Investment Securities

52 Broadway, New York 4

PHILADELPHIA ' - PITTSBURGH

HAnover 2-3832
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THE MARKET... AND YOU
By WALLACE STREETE

In breaking out of a long
trading range on the topside,
the stock market this week

paved the way for a possible
test of the old bull market

high by the industrialists with
the consensus of opinion hold¬
ing that it will take some time
to do so, although average-
wise the distance is only a
few points.

# Jfa %

Gradually some of the fears
over a recession seem to be

fading, at least as a market
influence. General Motors'

vigorous response to the com¬

pany's announcement that it
is backing up its optimism
with a 2-year billion-dollar
expansion program proved to
many of the pessimists that
there are still buyers around,
even in the blue chips which
have carried the ball for the
bull swing for better than two
years.

The Oil's Surprising Spark
There is plenty of logic for

it, but it was still something
of a surprise this week to find
the petroleum shares sparking
the market. On a cold, analyt¬
ical basis, the time of cold
weather is, by tradition, the
time for the oils to enjoy pop¬
ularity. In that sense it was

very logical. But since the
oils had been the postwar fa¬
vorites for many of the mutu¬
al funds, the impression had
been created that they
couldn't do much without

new institutional backing.
And in view of the demise of

the excess profits tax, many
other industries that had

borne the brunt of this levy
were believed to be more in

line for investor attention at

this time of the new year.
About the only expectation
that came through was that
the accent would be on pro¬
ducers rather than on the

companies that have been
mired in marketing problems.

More Steam in the Rails

About all that was left to

be desired, at least for the

technicians, was for the rails
to get a better head of steam
behind their own recovery at¬
tempt. The carriers have
been acting in much better
fashion so far this year than
they did in the latter half of
1953. But they have to make
up half again as much ground
as the industrials in points,
and even more percentage¬
wise since each point in the
rail index is roughly twice the
chore of the senior barometer.

Western roads have been

carrying the load so far, with
Rock Island, Missouri Pacific,
Northern Pacific and Union
Pacific somewhat prominent
on periods of general market
strength. It is no mere coin¬
cidence that oil land holdings,
present and potential, are a

part of the picture where
there has been investor inter¬

est. Conversely, the Eastern
roads have shown little im¬

provement in their months-
old laggard ways. Erie, in
particular, has been a weak¬
ling more or less consistently
this week.

❖ * Sjs

Investor Frustration

But while the technicians

are eminently satisfied with
the market's performance on
their charts, individual inves¬
tors have found the same old

complaint that featured last
year and much of the year be¬
fore—the market is still high¬
ly selective and this means

the chips are loaded only if
they are blue ones. Second¬
ary and speculative issues
have done little except where
a momentary demand is built
around a deal, a dividend, or
a rumor. It is doubly frus¬
trating to holders of these to
see the averages race into
open territory while their is¬
sues do little or nothing. But
it is a tale that has been going
on for a long time and if last
September's "signal" of the
end of the bull market proves
valid, it will make it one of
the most unorthodox bull

markets in history.
* if sis

Even Texas Co., which is
usually rated on the, list of
quality issues, ignored the
good oil feeling generally on'
a couple of sessions this week,
one day ending unchanged
and the next down a mini¬

mum fraction, while the is¬
sue, at the same time, suc¬

ceeded during the session in
posting a new high. The stock
is no stranger to contrary ac¬
tion. When the postwar oil
boom—on the part of the mu¬

AMERICAN & FOREIGN POWER COMPANY INC.
TWO RECTOR STREET, NEW YORK 6, NEW YORK

Notice to All Holders of Unsurrendered Stock Certificates for
Preferred Stock ($7), $6 Preferred Stock,

Second Preferred Stock, Series A ($7), and Common Stock (old) of
AMERICAN & FOREIGN POWER COMPANY INC.:

On February 29, 1952 the Plan of Reorganization (Plan) of American & Foreign PowerCompany Inc. (Foreign lower), pursuant to Section 11(e) of the Public Utility HoldingCompany Act of 1935, became effective. " °
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Copies of the form of Letter of Transmittal which must accompany certificates represent-nig stocks when surrendered and other material relating to the Plan mav he obtained frombankers irust Company, Exchange Agent, Corporate Trust Department, 46 Wall Street, Newlork 15, New i ork, or from the Company.
Dated: New York, New York, January 21, 1954. , ) .

AMERICAN & FOREIGN POWER COMPANY INC.

By W. S. ROBERTSON, President

tual funds—was in full cry,
Texas was all but neglected.
As a matter of fact, the high
point reached by the stock
since its 1951 2-for-l split was
achieved in 1952, which
hasn't been equalled since al¬
though the margin on one

swing was a small fraction.

Phlegmatic Telephone
American Telephone, des¬

pite the approaching dilution
which will accelerate a trend

underway since the end of
War II, was almost complete¬
ly oblivious to the market
fluctuations, although in a

couple of s e s s i o n s it ap¬

proached—for it—the mildly
spectacular feat of putting
two large fractional plus
signs together. The latest de¬
benture issue becomes con¬

vertible early next month
with an initial flood of actual

conversions assured. The is¬

sue totaled 30,000,000 shares
at the end of the war but

since the total has grown to
42,300,000 now, with at least
another 6,000,000 to go under
the present expectations. It
becomes important because
the current total requires well
past $100,000,000 more, to
meet the annual cost of the

famous $9 dividend. With the
inevitable weight of large-
scale arbitraging-, the issue is
in no position at the moment
to seriously challenge its
$200-plus peak of 1946, much
less the $300-plus reached in
fabulous 1929. But at present
levels it is in a position to
joust with its post-1946 best
of a shade past $163.

. - I
'i* v %

Steel stocks continued in

their new-found path, note¬
worthy for good stability for
a change rather than notori¬
ous for their gyrations in tune
with the market pendulum.
U.S. Steel, Bethlehem and

Republic all went their way
sedately in marked contrast
with their once cyclical-to-
the-extreme manner. -Only
National Steel broke out of
the pattern this week with an
early dip. While this was
only a large fraction, never¬
theless it was excessive when
measured against the others.
Bethlehem, on the other hand,
still shows better ability to
respond to rallies.

if. if. %

Utilities, which are within
easy reach of a composite
high that exceeds anything
seen in a score of years or

more, ran into a bit of trouble
this week. Commonwealth

Edison, Consolidated Edison
and Delaware Power individ¬

ually had pushed to new

highs for 1953-54, along with
some of the preferreds and a

couple of other pivotal utili¬
ties which, perhaps, explained
the momentary setback. A
rest, at least, and a moderate
bit of profit-taking would be
normal after completing a
strenuous chore.

if. ' if. if.

Technical Omens Favorable

Volume indications were

favorable, interest increasing
on strength and trading idling
along on setbacks. New highs
continued to outpace new
lows by the best margins in
roughly half a year. In fact,
on a couple of recent occa¬
sions only one tissue slipped
enough to keep the new low
side from being a blank. The
number of sessions when plus
signs ran well ahead of minus
ones was stretched to half a

dozen by a couple of good per¬
formances this week. In short,
the omens are favorable with

the burden of proof up to the
market.

\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.j

Securities Salesman'sCorner
By JOHN DUTTON

Ego Makes the World!
If you can understand just one

thing and you can approach every

prospect with whom you attempt
to do business in such manner as

to emphasize the importance of
this one simple fact, your success
as a salesman should be 90% as¬

sured. That fact is—to the other

fellow, his life, his work, his wife
and children, his health, his for¬
tune, and what others think of
his ability, are the only things in
the world that come first with
him. There is nothing new about
this—but the way some of us go

through life forgetting this vev}
fundamental trait that all human

beings seem to possess to a greater
or lesser degree, there is little
wonder that there is so much

needless friction between people.
When it comes to salesmen, any
man who forgets the importance
of thinking and talking in terms
of the other fellow's world, is sure

to regret it.
A psychiatrist said the other

day on a popular radio program,
that there are two things that a

man needs, first, he wants to be
socially accepted and secondly, he
wants to feel that he has a certain

degree of skill and ability. He
was giving advice to young ladies
regarding the essential sale they
all seem to make sooner or later.

This same advice applies to rela¬
tionships between husbands and
wives, employers and employees,
and most certainly between you
and your customers. People want
to have confidence in your knowl¬
edge and your capacity as an ad¬
visor on investments, but they
also want you to look upon their
interests and their abilities with

understanding and respect.

Exaggerated Ego

I Once developed an account
that was quite profitable just by
allowing this man to throw his
weight around. He was a former
member of the Stock Exchange
and he had retired. He had
amassed considerable wealth and
took pleasure in making gifts to
charitable institutions, especially
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when the announment later ap¬
peared in the papers. The first
time I offered him some bonds he
practically read me a lesson in
the ABC's of underwriting proce¬
dure, rating systems, and most of
it was information that I had
learned years ago. It was obvious
that he was having a wonderful
time and I patiently listened to
him expound his knowledge. As a
result he began to like me. He
bought some bonds and at a later
date he bought some other issue.
Each time he went into another

phase of the securities business
and I patiently yessed him and
listened. He kept on buying. By
now he even began to remember
me when I telephoned.

One day I wrote him and asked
him if he would give me an opin¬
ion on an issue I wanted to offer
to my clients (it was attractive in
my judgment). He did and he
bought some of the bonds for his
own account. Now I was friendly
enbugh so that when I had an

interesting offering I could reach
him by telephone no matter how
busy he might have been.

This man wanted someone to

appreciate the fact that he knew

something about securities and
that he was successful. His inferi¬
ority complex had never been
eradicated even though he had
amassed a huge fortune and was

successful in his work. Not all

people have this weakness to

such great extent, but it is the
rare bird who doesn't respond to
a genuine show of interest on

your part in his affairs.

Make Notes on Your Cards

One of the most tactful ways to
show interest is to remember the

names of customers' and prospects'

children, wives, etc. Also, other
facts about them, such as honors

they have had, birthdays, etc.
Write these things down, then
when you are talking with them
ask questions about things in

which they are interested. This
isn't being a hypocrite—not in my
book any way. People are funny,
they say—O.K., so we are. Then
why not do and say the things that
help along as we journey down
life's byways. If all of us are

hungry for a little showing of
appreciation and a pat on the
back why not pass it along. The
salesman who sells friendship is
never without customers.

And others like to help us —

that's another way to make friends
and create good will. I have a
friend who is a customer's broker
with a competitive firm. He's a

nice fellow; always accommodat¬
ing, and I give him some business
when I can. The other day he
called me and told me that his
son-in-law had opened a good ,

restaurant in my neighborhood
and he would appreciate it if I
took my family there some eve¬

ning and tried it out. He also
asked me if I liked the place if I
would do him a favor aim recom¬

mend it.

Several months went by and
one evening I went to this res¬

taurant. I asked for the proprie¬
tor and a pleasant young fellow
came out to see me and I told

him, "George sent me." He was

very pleased and gave us special
attention. When I got up to p;ay
the bill he said, "There is no

charge, my father-in-law told me

to expect you and he insists on

paying your bill." Don't you think
I like helping George, his nice

son-in-law, and giving him some

business when I can? And I've

recommended the restaurant, too
—the food's delicious.

Baker, Simonds Adds
(Special to The Financial Chronicle)

DETROIT, Mich. — John S.

Logan has been added to the staff

of Baker, Simonds, Buhl Building,
members of the Detroit Stock Ex¬

change.

Colt Urges Reduction in Reserve Requirements
President of the Bankers Trust Company of New York also '
tells shareholders the higher required reserve of New York
and Chicago banks is outmoded, since large financial centers
are no longer important holders of reserve balances of out-of-

town banks.

duction in re¬

quired bank
reserves and

an end of the

d i fferential

imposed on
New York and

Chicago
banks, now
classed in the

National
Banking Act
as reserve

city banks.
In his report,
in which he

commented on

the business

outlook, he stated:

Wellington Company
The appointment of Charles E.

S. Sloan Colt

Charles E. Kimball

tt« U J PAT OH.

SECURITY DEALERS
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- Pittsburgh - Chicago - Cleveland.

Address Loans and Securities De¬

partment. Teletype: CV 240.
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The First Cleveland Corporation
Member Midwest Stock Exchange

National City E. 6th Building

CLEVELAND 14

Telephone PR 1-1571 Teletype CV 443 - CV 444

services designed to meet the ex¬

panding-needs of 'our1 modern

economy; second, to improve the
quality of our services to indi¬
viduals and the business com¬

munity; and third, to make our

operations more efficient and
thereby more economical. The
major steps in this program have

In his annual report to stock- requirements would provide in- ^een described in this report and
holders, S. Sloan Colt, President creased scope for the use of this our Annuai Reports for pre-
of the Bankers Trust Co., in New credit control measure when and v^ous years. The results so far
York, urged both a further re- if inflationary forces reassert are encouraging, and I believe

-themselves. that Bankers Trust Co. can look
.....

., , forward to further benefits from
Anothei consideration is that these efforts over the years."

under the present system, most
member banks in New York and

Chicago are required to keep sub¬
stantially higher reserves than
those in other cities, or the coun¬

try banks. This differentiation
dates from the time when banks
in the large financial centers Kimball as the southwestern rep-
were important holders of reserve resentative of Wellington Com-
balances for out-of-town banks, pany, national distributors ofWell-
and has little validity today. It ington Fund,
is therefore to be hoped that if is announced
economic trends in 1954 make by A. J. Wil-
appropriate an easing of credit, kins, V i c e-
the Federal Reserve authorities President of
will take the opportunity to give Wellington
active consideration to eliminat- Company.

"The widespread optimism of a jng an outmoded differentiation Mr. Kimball
year ago regarding the business jn member bank reserve require- will represent
outlook appears more recently to nients and re-establishing these Wellington
have been replaced by a general requirements at a > realistically in the States
feeling of moderate confidence lower level based on types of of Kansas,
tempered by caution. Many busi- deposits rather than on geography. Texas, Okla-
nessmen expect a further inten- „wwie the polides Qf the Treas_ homa Louisi-sification of competition and

and th Federal Reserve willl ana, Arkansas
iower levels of production and coj;tinue to have an irnportant and Colorado,sales in 1954, but, as a ways, t

^earjng upon our future opera- He bas beenelusive international situ
tions our growth and earning . .obscures the outlook. Our task

er d d in good part upon with the investment business since
in banking obviously cannot be to the ingenuity, enterprise and hard 1928 and has been actively en-foretell the future, but to be cer- worh 0f the company's manage- Saged in the mutual fund industrytain that we are ready and . , q+aff In devekroine since 1947.
equipped to meet the problems thege res0Urces,'our basic goals Mr. Kimball will make histhat continue to arise in oui

^ t initiate new types of headquarters in Dallas, Tex.
constantly changing economy. ' '

"If the slackening in the rise ~

of bank loans in the course of
1953 is a portent, the marked ex¬

pansion of lending activity that
characterized the past several
years may be reaching its end.
However, lending is likely to re¬
main on a comparatively high
level, since our economy will con¬
tinue to need an enormous vol¬

ume of bank credit. The Treas¬

ury's borrowing requirements will
continue large, and the com¬
mercial banks may be expected
to increase their holdings of gov¬
ernment securities in 1954. Un¬

less inflationary pressures should
reappear in the year ahead, bond
yields are not likely to return to
the levels of mid-1953.

"In recent years, the Federal
Reserve authorities have made

considerable progress in re¬

establishing flexibility of interest
rates. This is a prerequisite to
an effective credit policy. No one
level of interest rates is appro¬

priate at all tiipes; rather, rates
must be free to move with chang¬
ing economic conditions. Our con¬
cern in banking is for a level of
rates which is conducive to sound
economic growth, which encour¬

ages saving, and which helps keep
stable the purchasing power of
the dollars that our depositors
and our stockholders have en¬

trusted to us.

"Despite the decrease in mem¬
ber bank reserve requirements in
1953, these requirements are still
at a general level established
when inflation, and the fight
against it, was the order of the
day. Now the money supply no

longer appears excessive in com¬

parison with the dollar volume of
production and trade. While re¬
serve requirements should as¬

suredly not be changed in re¬

sponse to temporary ^lariations in

,credit conditions, it seems in¬
consistent with a flexible credit

policy that reserve requirements
be maintained around a level in¬

herited from a basically different
economic climate. Furthermore,
since reserve requirements at

present are not too far below
their legal limits, a reduction in
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Business in 1954
By W. W. CUMBERLAND

Partner, Ladenburg, Thalmann & Co., New York City

Dr. Cumberland, basing his views on continued high level pro¬
duction in heavy industries, along with better tax and fiscal
situations, holds 1954 is likely to be a year of good business.
Foresees completion of economic adjustments before the year's

close, and indications of even greater prosperity ahead.

this action is a powerful stimulant
toward economic expansion. V
Thus 1954 is likely to be a year

of good business, with completion
of the economic adjustment before
its close and with indications that
even greater prosperity lies in the
future.

Missouri Pacific

W. W. Cumberland

In the American economy pros¬

perity is largely a derivative of
heavy industry. If heavy indus¬
try is prosnerous, the nation is
p r os perous. ,

Hence the out¬

look for heavy
industry is the
key to 1954.
Competent

studies have
indicated that

outlays for
new plant and
equipment
will only be
slightly less
than the rec¬

ord breaking
level of 1953.

A good year
in residential
starts is indicated and consider¬

ably more attention should be
paid to repairs and modernization
of existing residences. Commer¬
cial construction and public con¬
struction will continue at high
levels. Thus the entire construc¬

tion industry should at least rep¬
resent a strong sustaining force
for the economy.
In automobile production the

outlook is less favorable, although
the first quarter and probably the
first half will report output of
new cars and trucks about in line

with similar periods of 1953. If
the existing downward tendency
in the economy levels off or is
reversed by the middle of this
year, automobile production might
be satisfactory in the second half.
In any case, production for the
year will represent one of large
outturn, though definitely smaller
than for 1953.
Fiscal authorities are given some

indication that depreciation rates
may be increased for taxpayers,
and this would be a definitely
stimulating factor. Furthermore,
heavy industry has been one of
the principal contributors of ex¬

cess profits taxes, and expiration
of this levy should further stimu¬
late corporate expenditures from
internal sources.

From the consumption angle,
the outlook is quite reassuring.
Employment has been above rea¬

sonable expectations for several

years, with both nominal and real
wages exceeding previous levels.

Liquid funds of individuals have
never been so high, which indi¬
cates that the demand for both

consumption goods and for serv¬
ices should remain strong for a
substantial period of time.

Inventory accumulations and
borrowing on consumer credit got
somewhat out of hand during 1953,
but a downward trend in inven¬
tories is now apparent, and many

competent students believe that
we have seen the peak in con¬
sumers' finance. Instead of being
red flags, as they were in 1953,
improvement in these two respects
should contribute to confidence

and to renewed demand for goods
during 1954.

Many persons are now disturbed
about commodity prices, notably
agricultural prices. As a matter
of fact, commodity prices have
now leveled off, and there are a
few mild indications of recovery.
Even prices of farm products have
not declined for several weeks,
and definite improvement has re¬

placed chaotic conditions in live¬
stock prices.
Thus most of the pressure from

declining commodity prices, both
domestic and international, may
well have been removed, and if
this proves to be correct it would
have a most helpful influence in
limiting contraction of business
and eventually reversing the trend.
There can be little doubt that

international conditions have im¬

proved over the last year and bid
fair to make further improvement,
in 1954. One year ago the econ¬

omy of the world was distinctly
unsteady, with a tendency toward
deterioration. Stabilization has

now occurred, with definite indi¬
cations of quiet strength in a con-'
siderable number of countries.
Hence the readjustment now tak¬

ing place in the United States is
not likely to cause a vicious down¬
ward spiral in the rest of the
world. On the contrary, sustained
strength abroad may be a sup¬

porting factor for the United
States. 1
Government expenditures have

been substantially decreased -ac¬

companied by slower taxes, thus
affording individuals and corpo¬
rations the opportunity of spend¬
ing more of their own money. All
previous experience indicates that
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Strong emphasis continues on
the side of demand in the invest¬
ment markets both as concerns

nevy issues and seasoned securi¬
ties. Put in the words of one

experienced observer "everyone
wants to buy everything."
The current situation contrasts

with that prevailing only a few
weeks ago, ,toward the end of
the year, when: new offerings
found the going hard to say the
least. In that interval perhaps as

many issues were finally cut loose
by sponsors as moved out at the
issue prices.

Strength in the Government
market and the persistent ease in
the money market generally, al¬
though the latter has not been
fully reflected in rates thus far
appear to be the motivating forces
behind the softening of buyer re¬

sistance.

The change that has taken place
in the overall picture is best por¬
trayed perhaps by yesterday's
bidding for $20,000,000 of first
mortgage, 30-year bonds issued by
Michigan Consolidated Gas Co.
The bonds were .awarded to

bankers at a price of 100.10999 for
a 31/2 interest rate. Only last
June, when the company sought
bids for the issue, it received a

lone tender of 100.125 for a 5%
coupon. And this time the com¬

pany had a choice of four bids.

Moreover, it was indicated that
the bonds would be taken up

quickly upon reoffering after
clearance by the Securities and
Exchange Commission.

Ohio Edison's Move Out

Investors snapped up Ohio Edi¬
son Co.'s $30,000,000 of new 30-
year 3V4% bonds in quick time
upon opening of the subscription
books. In this instance the bid¬

ding was close with only a matter
of about 37 cents per $100 separat¬
ing the top from the lowest bid.

And to make the situation more

interesting to two groups, occupy¬
ing the position of runners-up,
came into a dead-heat both enter¬

ing bids of 101.05 for the same in¬
terest rate.

The ultimate sale of this issue
was stimulated by the assistance
of several good-sized group sales,
about $2,325,000 being taken down
at the issue price, by the com¬

pany for its pension funds, and
another $1,900,000 by an institu¬
tional buyer presumably also for
pension funds.

Calendar is Easy

Another thing that is keeping
interest strong in the buying side
is the relatively easy calendar rul¬
ing for weeks ahead. At the
moment only one sizable offering
is in sight for the week ahead.

This will take the form of a

negotiated marketing of $60,000,-
000 of bonds of the Northern Illi¬
nois Gas Co., which is due on the
market next Wednesday.
The basic position of the invest¬

ment market generally is
strengthened at the moment by
almost a complete lack of inven¬
tories in the corporate field. Deal¬
ers, as a matter of fact, are

plagued at the moment by this
very condition. To fill orders they
naturally must go to market.

, With the relief from tax loss
selling there has been considerable
improvement in the tone of the
railroad stock market since the
beginning of 1 9 5 4. Selected
strength was particularly notice¬
able during the closing sessions of
last week when the averages ad¬
vanced to the best levels since
early December and practically
duplicated the recovery highs es¬
tablished at that time. Apparently
there is a growing feeling, based
on the rebound in steel operations
and cautiously optimistic state¬
ments from industry and govern¬
ment officials, that no catastrophic
decline in our economy is in pros¬

pect. If this is an indication that
the psychology of fear has been
abandoned it is felt in many quar¬

ters that substantially higher
prices for selected good grade rail
stocks may be witnessed in com¬

ing months.
Business has tapered off and for

some time car loadings have been
running consistently below year
earlier levels. Some of the No¬
vember reports made rather sad
reading as compared with Novem¬
ber 1952 but wide declines in

earnings were by no means uni¬
versal. Many roads showed their
ability to get operating costs
quickly and strictly under control.
In other instances it is indicated

that the drop in earnings may

have been due to special circum¬
stances that will be corrected in

the immediate future. The Novem¬
ber weather was mild and with

wage increases apparently immi¬
nent it seems possible that many
roads continued unseasonally
heavy maintenance outlays during
the period. This theory seems to
be borne out by the many an¬

nouncements there have been in
December and January of sub¬
stantial layoffs in the mainten¬
ance departments. These cutbacks

will not be fully reflected in De¬

cember reports to be released

shortly but for the most part will
be fully evident in the January

reports. It will then be possible
to get a much better idea as to

how the industry will be able to
withstand a recession, and most

rail analysts believe that it will
afford a pleasant surprise to in¬
vestors.

One special speculative situation
that has been attracting attention

again recently has been Missouri
Pacific. The junior bonds and old

preferred stock in particular have
been active and strong. For one
thing it is generally expected that
within the relatively near term
the ICC examiner will release a

proposed report on the reorgani¬
zation. In financial quarters it is
the almost unanimous opinion that
the report will propose a further
increase in the allowable capital¬
ization in recognition of the im¬
provement in the physical plant
and the industrial growth of the
territory since the last plan was
formulated by the Commission.
Any increase in the allowable
capitalization would naturally
mean more favorable treatment
for the junior securities.
Another consideration is that

the court has recently directed
the bankruptcy trustee to confer
with interested parties and try
and assist in ironing out differ¬
ences of opinion regarding the
treatment of the various securi¬
ties. This is a new departure in
reorganization proceedings under
Section 77 of the Bankruptcy Act
and has naturally stirred hopes
that the settlement may be ex¬

pedited through compromise. Any
meetings to be held for other than
organizing purposes, however,
will have to await release of the

proposed report and indications
of what will be recommended in
the way of a new capitalization.
While most analysts expect that

an increase in the formerly pro¬

posed capitalization will be rec¬

ommended the opinion is not
nearly so unanimous that the pos¬
sible improvement in the treat¬
ment of the old preferred will be
of sufficient magnitude to warrant
the recent strength in the shares..
In this connection it is pointed
out that interest claims of the ju¬
nior bond holders have increased

steadily since the previous plan
was drawn up and that even with
the good offices of the bankruptcy
trustee the bond holders are not

likely to compromise these claims
for the benefit of the old equity
holders. Furthermore, it is point¬
ed out that while railroad earn¬

ings as a whole apparently pushed
ahead to new alltime peaks last

year the earnings of the Missouri
Pacific System companies were

off from 1952. For the 11 months

through November income avail¬

able for charges before Federal

income taxes for the System de¬
clined approximately 23%.
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LETTER TO THE EDITOR:

Dollar Shortage Manifestation ol
Gresham's Law on World Scale

J. F. Eggelston of London, Eng., takes issue with Professor
Harrod's view that, because of universal dollar shortage, re¬
strictions should be imposed on dollar country imports. At¬
tributes "shortage" to operation of Gresham's law concerning

"good" vs. "bad" currency.

Automatic Merchandising
By ROGER W. BABSON

Mr. Babson, in pointing out advantages of automatic merchan¬
dising, sees limitations of use of such machines, because "they
do not know the psychology of selling." Stresses importance
of advertising, along with good packaging as selling factors
for well known brands. Concludes "robots are far from being

mechanical gold mines."

Editor, Commercial and Financial
Chronicle: \

I think it only fair to state that
there is a coherent body of opin¬
ion in the City which does not
accept the deductions of Professor
Harrod that there is a universal

dollar shortage and that discrimi¬
nation should be exercised |against
imports from "dollar" countries,
Where there is a free market,

there is
, absolutely no dollar

shortage.". In Beyrouth, Tangiers,
In the Paris ^parallel - market,"
dollars can be bought against free
currency. , It is entirely due to
the fact that none of the 65 va¬

rieties of sterling ' is completely
free that we cannot buy dollars
in every large city from Tokyo
to Toronto.!!':- .

'

It, is not sufficiently recognized
in academic circles that the "dol¬
lar shortage" is merely the operai-
tion of Gresham's Law on an in¬
ternational scale, and it operates
whenever two types of currency
come into contact either nation¬

ally or internationally. In our

case, taking the rate of $2.80, the
pound is over-valued, and thus
becomes a bad currency whilst
the dollar, being, under-valued,
becomes a "good" currency. The
"good" currency must then, ac¬

cording to age-old laws, come
onto the market in short supply.

Wherever there is currency de¬
basement, the same phenomena
occur. The Old, Testament and
Dante both fulminate against de¬
based currency. In the Middle
Ages "strong" and weak currency

circulated, with the "strong" cur¬

rency always scarce. The Greeks,
Romans, Gothic, Saxon, Byzan¬
tine, Persian and many other civi¬
lizations resorted in distress to

currency debasement !■ with the
self-same results. - Then when

Henry VIII debased our currency,
the genuine pennies of Canter¬
bury V became ? "scarce" so that
Henry completely suppressed the
Archiepiseopal coinage. With pa¬

per currency, it; is the "control"
which becomes the factor of de¬

basement, for it: is obvious that
one cannot, debase paper in the
same way as, one can put inferior
metal in coinis.

-

. Furthermore, this body of opin¬
ion in the City of London, where
commerce was carried on seven

centuries before Oxford emerged
from a riverine mud-flat, rejects -

.the " whole framework of "dis¬

crimination." The City of London

flourished,: and perhaps I might

quote the speech from the throne
of the young Queen Victoria in
1844. * \ ;
"It has been my desire that

equal favor should be shown to

the industry and commercial en¬

terprise of all nations."
Yours faithfully, \

J. F. EGGELSTON,
Lecturer to the City of London
Society Limited.

16, Parkfield Crescent,
Harrow, Middlesex, England.
Dec. 17, 1953.

mm > Mi

Roger W. Babson

As happens every once in a

while, stories have been going
around which portray a brilliant
outlook for the automatic vending
machine busi¬
ness. Unscru¬

pulous pro¬
moters paint
the future in
most vivid

colors,, exag¬
gerating the
sales potential
and hardly •

m e ntioning
the operating^,
costs and

other prob¬
lems. ■

This robot is

essentially h
supplemen- t

tary salesman. Automatic vendors
do well on low-cost items such as

cigarettes and candy, which mer¬
chants often sell only as an ac¬

commodation. Machines can take
over the sale of such merchandise
and generally show a small profit.
Furthermore, they don't get into
the habit of smoking "on the
house" as do many employees, and
they never ask for a raise or a day
off! .'

.. ' t :

Another rapidly growing field
where the machines play a valu¬
able role is in supplying snacks
where food is not otherwise avail¬
able. These machines offer fac¬

tories an ideal means of providing
quick-energy foods which keep
both morale and efficiency high.
There is then no need to "send
out" or to take a half-hour "walk"

to the corner drugstore.

Therefore, I am not now fore¬
casting that robot selling ma¬
chines will go far toward displac¬
ing sales clerks, but they may dis¬
courage further wage raises. I do
predict, however, that the extent
to which the robot finally super¬
sedes the blonde will materially
depend upon advertising, and
packaging.

Importance of Advertising y
It is significant that the prod¬

ucts which move well through
auiomatic selling devices are well-
known brands. . "Dime" chains are

giving them careful study in con¬
nection with V "self-selection"
stores, r Of ; course, the nation's
leading practical psychologists
will have to vdevote their great
experience and talent to the prob¬
lem of pre-selling anything that
is earmarked for quantity distribr
ution by machines. Hence,! the.
robot should increase newspaper,
advertising. , . • , •

The first step will, be clever
packaging. And once a good de¬
sign has been achieved, it must
repeatedly, day after day, year
in and year out, be put before the
buying public. The manufacturer
who does not make full use-of

good packaging and newspaper
advertising will not get repeat

oraers irom vending macnine

operators. Therefore, I conclude
that robot selling does have its
place in certain stores where its
uses have not as yet been fully
exploited. But I warn readers
not to be misled; robots are now
far from being mechanical gold
mines.

Lawrence Snell Forms

Own Investment Co.
The formation of the new in¬

vestment firm of Lawrence W.
Snell Co., to be located at 70 Pine
Street, New York City, was an¬
nounced Jan. 18. Mr. Snell, the
principal, was formerly associated
with Kidder,. Peabody & Co.

Founders Mutual Adds ;

(Special to The Financial Chronicle)

-* DENVER, Colo.—Fred C. Dim-
mett is now with Founders Mu¬
tual Depositor Corporation, First
National Bank Building. He was

formerly with Hutchinson & Com¬
pany/1 "7 -

• Joins Hentz Staff
(Special to The Financial Chronicle)

CHIC AGO, 111. — Jordan E.
Rothbart has become associated
with H. Hentz & Co., 120 South
La Salle Street." He was formerly
with Reynolds & Co.,. .

Edw. N. Siegler Adds
; . . (Special to The Financial Chronicle) ;

■'CLEVELAND, Ohio — Anne
Sobul has been added to the staff
of Edward N. Siegler & Co., Union
Commerce Arcade, members of
the Midwest Stock Exchange.
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Profits Are Not Large

But these uses, while they as¬
sure further growth to the indus¬
try, do not constitute a golden
road to riches. The fact is that
the average volume of sales ner
machine is surprisingly low. The
ordinary cigarette machine (and
cigarettes account for over half of
all vending-machine sales) dis¬
penses about 15 packs a day. It is
clear that at this rate there must
be a large investment in robots
in order to support a serviceman
who will load, repair, and collect
coins from the machines. The

daily net profit for the owner is
figured in fractions of pennies.
In addition, vandalism by small

boys and petty thieves is an oc¬

cupational hazard of the robot. It
must be located where there is

heavy traffic at all times, or
where there is an employee doing
other work. Public locations are

unsatisfactory. Certainly, there is
no profit if a blue-uniformed
"clerk" must stand ready to de¬
fend the machine with his night¬
stick! This means that the fur¬
ther growth of such machines will
come in stores where vandalism
cannot occur.

The Personal Approach

Machines do not know the

psychology of selling. It is a mis¬
take, therefore, to believe that
they can ever take over the job
of an enthusiastic clerk who has
a true "sales appeal." They are
able to sell only well-known, low-
cost items that people already
want. Products that people want
to feel, or try for size, cannot yet
be automatically dispensed. Also,
experience has shown that the
average citizen hesitates to drop
anything larger than 25c in a ma-'
chine; and there are few persons
indeed, who will deposit $1 or;
more in a gadget that they are
not sure will work.-
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Gauging the Business Outlook
By MARCUS NABLER*

Professor of Finance, New York University

Dr. Nadler lays down as factors helping in gauging the business
outlook: (1) the economy is sound and growing and is becom¬
ing increasingly dynamic; (2) huge sums are spent on research

i leading to new wealth, thus giving stimulus to business activity;
(3) the government is in position, through controls over capital
and credit, to influence business activity. Foresees no immedi¬

ate serious depression.

The decline in business activity
during the past few months ac¬

companied by an increase in un¬

employment and a decrease in cor¬
porate profits
has created

considera¬

ble confusion.
Some believe

that the de¬

cline will de¬

generate into
a considerable
recession i n

business, ac¬

tivity, Others,
on the other

hand, main¬
tain that the

readju s t -
ment is prac¬

tically over
and that business activity during
1954 will probably be the second
highest in history in peacetime.
Predictions are hazardous because

a great deal depends on the psy¬

chology of the people. This is
particularly true in the United
States where the standard of liv¬

ing is high and where optional

Marcus Nadler

•Summary of Dr. Nadler's address be¬
fore the Controllers Institute, New York
City, Jan. 18, 1954.

purchases form a considerable
percentage of total consumer ex¬
penditures by individuals.
In view of this uncertainty the

following facts will be helpful in
gauging the future:

(1) The economy of the United
States is sound and growing.y No
credit abuses of any consequence
have occurred. While private in¬
debtedness has increased consid¬

erably it is not out of line with
disposable income nor with the
huge savings of the people.
(2) The economy of the United

States is becoming increasingly
dynamic. Not only is the popula¬
tion increasing at a faster rate
than was thought possible during
the 30's but the standard of living
of the people has risen and eco¬
nomic security today is on a much
broader basis than ever before.

(3) Huge sums are being spent
broader basis tha never before,

annually on research which leads
to the creation of new products
and new wealth and which acts as

a great stimulus to business activ¬
ity.
(4) The government, through

the timely use of its quantitative
and qualitative controls over
credit and capital, can exercise a
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strong influence on business sen¬
timent and on business activity.
While business activity will be

lower in 1954 than in 1953 and
while unemployment will be
somewhat higher, the United
States is not headed for a serious
recession. The present readjust¬
ment will be particularly felt by
those who are unwilling to forget
the sellers' market, whose man¬

agement is inefficient and who
cannot adjust to keen competition.
Economic conditions as they are

today and will prevail in the next
few months constitute a rolling
readjustment temporarily aggra¬
vated by inventory liquidation.
Within a relatively short period of
time, however, this readjustment
will be completed. Inventories
will again be in line with sales,
consumer indebtedness will be

lower and the foundation will be

laid for a renewal of the uptrend
in business, which, based on the
dynamism of our economy, should
lead to higher levels in the not
distant future than have prevailed
in the immediate past. - '

Irving Trust Heads
Optimistic on Outlook
For Business in 1954

Taxes, National Security and Economic Growth
Committee for Economic Development maintains automatic
tax reductions scheduled for April 1 should be permitted to
take effect, if Federal expenditures can be cut by 5 to 6 billion
dollars in the coming fiscal year. Urges gradual elimination
of "hod£e-podge" excise taxes, excepting those on liquor,
tobacco and gasoline; to be replaced, if necessary, by a general
consumption tax. Estimates spending cuts of $5,500,000,000

would bring cash expenditures and revenues into balance.

reductions become feasible initial

emphasis be placed on those which
will increase the supply of savings
available for investment and in¬

novation and reduce present de-
terents to risk-taking, effort and
economic progress. It proposed a

series of changes in the individual
income tax, the corporate profits
tax and excise taxes to achieve

these objectives.

The Committee's study, "Taxes;
National Security and Economic

Growth," latest in the series is¬
sued by the non-profit economic
research and education organiza¬

tion during the last ten years, was

made public by Frazar B. Wilde,
Chairman of CED's Research and

Policy Committee and President
of the Connecticut General Life

Insurance Co., Hartford, Conn.,
and J. Cameron Thomson, Vice-

Chairman of the Research and

Policy Committee and Chairman
of the subcommittee which con¬

ducted the research and drafted

the statement. Mr. Thomson is

Continued on page 65

Frazar B. Wilde J. C. Thomson

_ WASHINGTON— A long-range
program for Federal tax reduction
and tax reforms to stimulate rapid
economic growth, while maintain¬
ing a balanced budget, was made
public Jan. 9 in a statement on
national policy by the Research
and Policy Committee of the
Committee for Economic Develop¬

ment.

How soon the program can be

accomplished, and at what rate,
will depend almost entirely on

national security needs, the Com¬
mittee said, urging that as tax

W. N. Enstrom R. H. West

In a period when economists
generally have been expressing
doubts about the course of U. S.
business in 1954, William N. En¬
strom, Chairman, and Richard H.
West, President of the Irving
Trust Company, said this in the
company's 1953 report:
"On the basis of careful diag¬

nosis of recent economic trends,
the present situation appears
sound. There has been an ebb and
flow in business periodically over "
the years and it is reasonable to 1
expect this to continue in our free
market system. It is natural for
business activity to show some

slowing down after reaching new
highs during the year. This will
serve the healthy purpose of
keeping proper balance between
various parts of our highly com¬
plex economy.
"The monetary and fiscal au¬

thorities are alert to the dangers
of economic weakness, and have
already shown a determination toj
adjust their policies as conditions
change. A cumulative downward
spiral seems most unlikely under
the circumstances.

"We look forward to a long pe¬
riod of economic growth with
ever new horizons as technology
develops new processes and new

products. We have confidence
that the free market system will
give us a virile thriving economic
machine with continued growth
in the standard of living."

Anderson-Plank-Arnao
MINNEAPOLIS, MINN. —Tru¬

man E. Anderson, Raymond Plank
and Charles C. Arnao, Jr. have
formed Anderson-Plank-Arnao
with offices at 631 Marquette to
engage in a securities business.

Joins John Muir & Co.
William L. Dewart has become

associated with John Muir & Co.,
39 Broadway, New York City,
members of the New York Stock

Exchange. Mr. Dewart was pre¬

viously with Mallory, Adee & Co.
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PUERTO RICO, U. S. A.
MOVES CLOSER TO THE MAINLAND

With tomorrow's ever faster planes, the
Commonwealth of Puerto Rico, U. S. A.,
now five and a half hours from New York

and three and a half from Miami, moves still
• 'v r ' ' i - ' ' -1' ' * '

closer to the mainland.

The closeness of our U. S. family ties finds
expression not only in terms of time, but in
our common citizenship, our common trade,
our common judicial system, our common

currency, our common defense, and our com¬

mon bright destiny in the expanding Ameri¬
can economy.

The wheels of industry turn swiftly. New
factories hum throughout the Island. Business
men from New York to California walk

briskly down our streets, rubbing elbows with
tourists from Texas or Illinois. More and more'

industrial companies are building Puerto
Rican plants.

i

During the past five years the net income of
the Commonwealth rose from $612,000,000
to $955,800,000 and wages from $332,776,-
000 to some $575,000,000.

The Government Development Bank for
Puerto Rico takes this occasion to extend its

tribute to the individuals and institutions who

have converted vision, energy and credit
into thriving factories and greater human

happiness.

Commonwealth of Puerto Rico

GOVERNMENT DEVELOPMENT

BANK fo* PUERTO RICO
SAN JUAN, PUERTO RICO
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Business and Finance Speaks After the Turn of the Year
Continued from first page

expenditures and to bring the budget into balance will
be continued. This will result in strengthening the na-,

tion's fiscal health.

In recent days a considerable number of opposition
political figures have been attempting to convince the
public that the country is heading for another depression
era. Such campaign propaganda is patently detrimental
to the welfare of the nation but, even though untrue,
must be faced by an open and candid discussion of the
factual situation.

This government has pledged itself to building a
prosperity based on peace, not war. Recent technologi¬
cal advances in military science accompanied by the
cessation of hostilities in Korea have permitted us to
reduce defense spending. Further reductions have been
made in other areas of the Federal budget. Such re-

evaluation of government expenditures and reduction
in defense contract and government procurement pro¬

grams have temporarily resulted in various dislocations
in adjustments among the nation's businesses. It is
fundamental that in any attempt to reduce Federal
spending as well as the greatest threat of all—the
public debt—some strains and stresses will inevitably
appear. However, with a critical housing shortage still
in existence, with thousands of miles of new and old
highways needing construction, with hundreds of new
schools and hospitals required, with our tremendous
natural resources, industrial know-how, machine energy,

growing population, and the economic freedom of our
enterprising people the future of our American economy
can be viewed with confidence.
In 1954 the Administration and Congress will coop¬

erate on new programs in the fields of agriculture,
housing, highway and building construction which will
add strength to our fiscal outlook. For the first time
the Federal Government will look into ways and means
of letting the nation's business participate in atomic
energy development for industrial uses. The potenti¬
alities in this area are enormous and such development
may well revolutionize our present industrial system.
The success of our American economic system in 1954

will be keyed to our increasing inventiveness, our rising
population and industrial initiative^ The strength of
America has always been based on an expanding and
growing economy and this we shall have in the future
as we have had in the past despite temporary readjust¬
ments that take place from time to time.
If we have the same courage and common sense as

the men who sat at Philadelphia, who under devine
guidance gave us first our Declaration of Independence
and later our Constitution, there are none of our do¬
mestic problems we cannot solve and there is no foreign
fde we need fear.

HERBERT ABRAHAM

Chairman of the Board, The Ruberoid Co.

In the flood of forecasts for the new year, all
prophets have at least one point of agreement: Builders
and building materials makers can look for tougher
selling ahead. With much of the postwar housing short¬

age already accounted for, a slight
decline in personal income, and a

tapering off of frantic, Korea-in¬
spired industrial construction, gov¬
ernment agencies expect total new
construction~ including residential,
farm, industrial,■-commercial, utility
and all public "construction—to fall
about 2%-from its estimated $34.7
billion 1953 record. New-housing
starts will likely decline to an an¬

nual rate of about 900,000, 10% be¬
low last year's. The continuing drop
in income among farmers, who spent
about $1.5 billion on building in 1953,
has given us all concern for many
months.- . '

But if a changing economy prom¬
ises early readjustments, I am more than optimistic for
the long run. Alongside widespread uncertainty are
powerful pressures which must sooner or later force
building activity to new peaks. Among these is our

growing population. Families are getting bigger. More
than 4,000,000 babies—all of whom must somehow be
housed —were born in the U. S. last year. In the search
for bigger and better homes, Americans are migrating
within the country. As millions desert city for suburbs,
they are creating the greatest housing demand the na¬
tion has ever seen. And in the urban centers, they leave
behind a decaying housing situation which has been
called "our No. 1 human problem." If our cities are
to survive, slums must be cleared and rebuilt.
Coupled with private insistence on more adequate

housing is the Federal Government's determination to
forestall a serious recession. One of the- weapons the
Administration already plans to use to keep employment
high is a public works and building program. Any such
plan will, of course, help stimulate our business. Another
influence being felt is the Federal Research Board's
easier money policy which is keeping mortgage rates
low and new housing within the grasp of almost every
homemaker.

For asphalt roofing and asbestos-cement siding manu¬
facturers, among whom The Ruberoid Co. is the coun¬
try s biggest factor, the maintenance, repair and renova¬
tion market is even more important than new building
Roofs and siding are as basic as bread and butter, must

Herbert Abraham

Ernest R. Acker

MORE STATEMENTS IN

SUBSEQUENT ISSUES

Quite a number of statements either were
received too late for publication in today's
issue, or for mechanical reasons, could not
be accommodated herein. These will appear
in subsequent issues of the "Chronicle."
—EDITOR.

be maintained a good times and in bad. Normally,
repair and maintenance work account for two-thirds
of Ruberoid's sales and experience shows that this mar¬
ket usually speeds up when new building slows down.
lo suniulace more business, Ruberoid and the rest

of the industry are constantly introducing new and bet¬
ter products. For example, our company is paying spe¬
cial attention to home owners' demands for colorful and
durable home exteriors by emphasizing our line of
Color-Grained Asbestos-Cement Sidings. This emphasis
is being increased this year.

The easy selling postwar period is over, but there is
stiii a tremendous pent up need for buildings of all
kinds. The market is here; consumers have money to
spend. By reviving a little of our old-fashioned selling
know-how, which many of us have almost forgotten,
the building materials industry can experience another
excellent year.

ERNEST R. ACKER

President, Central Hudson Gas & Electric Corp.

The nation's gas and electric utility companies con¬
tinued to meet the challenge of supplying increased de¬
mands for their products in 1953 and will be prepared
to meet even greater demands in 1954. The gas industry
pians to spend $1 billion for new
construction and expansion this year
and the electric industry expects to
top its record 1953 expenditures by
adding $3 billion in new facilities.
The electric industry anticipates

installing its 100 millionth kilowatt
of capacity sometime in 1954. This
will be a milestone, certainly, in
the tremendous progress being made
to meet the civilian and defense

needs of America. Electric sales
last year were double those of 1946,
and the installed capacity of the in¬
dustry at the end of 1953 was about
double that of 1942. There is every

reason to believe that electric sales

a decade from now will double

again. America now produces more than 42% of the
world's electricity and has four times the electric pro¬
duction of the Soviet Union.

,

The most significant industry development in 1953
related to the increased interest in the vast potentiali¬
ties of the peacetime application of atomic energy to
the generation of electric power. This development is
a momentous challenge to the electric industry. I be¬
lieve, however, that during the next 10 years some of
the more difficult atomic problems now confronting
the industry will be solved and that many of the bene¬
fits of such an application of atomid energy will become
available to the nation. ......

A number of utility, chemical, manufacturing and
engineering companies have formed reactor study teams,
with the objective that private enterprise provide the
capital and design, construct and operate nuclear re¬
actors for the production of electric power. As the work
of these teams progresses, leaders in business and gov¬
ernment are seeking revision of the Atomic Energy Act
to permit industry to own fissionable materials, the
facilities to produce and utilize such materials, and the
patents protecting new inventions developed by indus¬
try. If the present law is amended, I feel certain there
will be a broader participation and use of private capi¬
tal in the nuclear power program. However, these
changes are essential before there can be full participa¬
tion by private enterprise.-
An important problem that is part of development of

atomic power is one that has been with the investor-
owned utility business for many years. This problem is
the further encroachment of government in the business
of generating, transmitting, distributing and selling elec¬
tric power. Unless the Atomic Energy Act is amended,
however, there is little that the investor-owned compa¬
nies can do to prevent the further expansion of govern¬
ment in this field.

The gas industry, one of the fastest growing in the
nation, added another 800,000 customers last year, main¬
taining a growth rate established three years ago. Nat¬
ural gas sales increased 8.7% nationally and revenues
from the sale of natural gas increased 15.7%. Proved
recoverable reserves of natural gas continue to be more

than ample to supply increasing demands.
Cost of utility services to customers has declined sig¬

nificantly over the years, and although this price curve
continues downward, there is indication that a leveling
off is taking place. Postwar inflation and the mounting
cost of utility operations continue to offset such favorable
factors as the improvement in equipment and operations,
increased efficiencies of new plants, and increased de¬
mands for gas and electricity.

Malcolm Adan

MALCOLM ADAM

President, The Penn Mutual Life Insurance Co.,
Philadelphia, Pa.

The life insurance industry has just experienced its
most successful year. Sales of life insurance last year
were the greatest on record and it is our belief that final
figures will show that the death rate was at or close
to the lowest levels so far experi- *

enced. Insofar as the net rate of in¬
terest earned on invested funds is

concerned, further improvement was
made, but in spite of that the return
before Federal income taxes is es¬

timated at about the levels experi¬
enced just prior to our entrance into
World War II and very much lower
than was earned in the quarter cen¬
tury before that time.
In 1954 we expect sales of life in¬

surance to continue at record levels.
Although it can be pointed out that
life insurance per family is at a high
figure, it is a fairer test to compare
it to the disposable personal income
per family. Using this comparison,
we find that in 1930 life insurance per family amounted
to approximately one year and six months of disposable
personal income and in 1940 one year and seven months,
whereas, it is estimated that in 1953 life insurance
amounted to only about one year and three months.
Since the protection in the years 1930 and 1940 was un¬

questionably inadequate for the average family, it is
obvious that present insurance coverage is even less
adequate, and this is all the more true because the inter¬
est rate earned on the proceeds of life insurance policies
is at a lower rate than the decade before World War II
and the size of families is larger. We believe that with
personal income at current high levels and with the cost
of living holding steady, there is an exceptional oppor¬
tunity to provide further insurance coverage for the
average family, and this protection we are firmly con¬
vinced is greatly needed.
Thanks to our higher standard of living, our improved

medical treatment and new discoveries in the pharma¬
ceutical fields, our national health last year was excel¬
lent and, consequently the savings on mortality were
substantial. We believe that this desirable situation will
continue through 1954.
It is in the field of interest rates that we are most

concerned for the future. 1953 offered better investment
opportunities on the whole than had been seen for close
to 20 years and there is no question but that life insur¬
ance policyholders will benefit substantially from the
conditions which existed during most of 1953. As this
is being written, however, and in spite of the fact that
there now is an excellent demand for money by borrow¬
ers, interest rates are following the downward trend
which began in the middle of last year. How much fur¬
ther this trend will persist depends both upon the action
of our monetary authorities and upon the level of busi¬
ness throughout this year. It need hardly be added thatlaw interest rates do not benefit those persons whose
assets are in insurance companies, savings banks orsimilar institutions.
We feel confident that, barring a severe recession,1954 will bring another year of record sales and another

year of excellent mortality and that even though it maynot be as good a year as 1953 for the investing of insur¬
ance funds, it should be substantially better than the
average over the past decade.

K. S. ADAMS -
, 55

Chairman and Chief Executive Officer, T
V ; Phillips Petroleum Co -

Although most of the indicators point to some degreeof slackening in general business activity before the endof 1954, . there is every indication that the petroleumindustry will face an increase in demand for productsuuung che coming year of approxi¬
mately 3% over 1953 demands. There
seems little doubt that the industry
can supply requirements for 1954,
but it must at the same time prepare
to meet the continued growth in de¬
mand in the foreseeable future.
Whether it can accomplish both of
these aims will depend largely on
how successfully it finds solutions
to a few of the problems currently
facing the industry.
At present the industry is in one

of its periodic, temporary phases
where, contrary to the long-range
trend, the supply of products exceeds
even the increasing demand. This
stems largely from the generally
warmer-than-normal weather which has prevailed the
past three winters, increased imports of oil and other
products, and the success which attended the industry'sefforts to meet the requests of the government that the
industry provide reserve crude oil producing and refin¬ing capacity for possible emergency use.
The combined effect of th^se factors has resulted ininventories of refined products which are excessive inlight of existing demand. Thus the industry's immedi¬

ate, short-range objective must be to reduce inventoriesand allow supply and demand to balance. The reserve

Continued on page 30

K. S. Adams
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To many Americans, the steel industry means moun¬
tainous piles of red ore . .. gigantic cranes . .. and

white-hot, flaming furnaces. But the steel industry
is much more than that. Steel means people, too. For
more than half a century, the skillful hands and
creative brains of the men at U. S. Steel have been

helping to build a better America. The 300,000 work¬
ers of this company are proud to be men of steel,
proud of the production records through the years.
Other people who share the responsibility for these

accomplishments are the 280,000 owners of U. S.
Steel. They live in every state in the union. They
can be proud that their invested savings are making
possible the steel the nation needs—for today it
requires an investment of more than $75,000 in
construction and equipment to make a job for just
one man in the steel industry.
Thus U. S. Steel is an active example of close to

600,000 people co-operating with energy, enterprise
and faith as your partners in America's progress.

; .

v..

Watch THE UNITED STATES STEEL HOUR en television. See your local newspaper for time and slation.
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capacity which the industry has provided must not be
considered as a part of the normal supply lest it lose its
value as a reserve for emergency use and at the same
time weaken the whole structure of an industry vital to
the Nation's progress and well-being.
A certain amount of imports is necessary, but the

problem is to adjust to that level of imports which sup¬
plements but is not disturbing to normal domestic ex¬
ploration activity. This is not easy because of the deli¬
cate matter of relations with foreign governments vitally
interested in maintaining their income from oil produc¬
tion and the natural incentive for foreign producers to
recover on their investments abroad. It is my belief that
the import matter can and will be solved without inter¬
ference of Government action. The restoration of Iran's
oil industry is frequently cited as a particularly disturb¬
ing factor in international oil trade. This should not be
the case, however, since it must be remembered that
each year there will be an increase in worldwide demand
of about the magnitude of Iran's greatest annual output.
In any event, there will be little impact of the Iranian
situation in 1.954 as it will probably require at least a

year from the time settlement is reached to restore
production to anything like its former level.
There is a natural tendency for the current oversupply

picture to obscure the real, more fundamental challenge,
large in the industry's 1954 thinking, to provide adequate
quantities of petroleum from year to year to meet the
future long-time increased demand. The President's
Materials Policy Commission, basing its report on 1950
figures, projected a 100% increase in United States de¬
mand for petroleum by 1975. For several years the in¬
dustry has been forced to absorb virtually all of the
constantly increasing cost of doing business. Everything
points to a continuation of the increase in costs of find¬
ing, producing and refining oil. Industry earnings under
these conditions have been possible only because oil pro¬
duced today comes largely from low-cost reserves dis¬
covered years ago. These low-cost reserves are rapidly
being depleted and supplies of oil for the years ahead
must come from discoveries made today and in the fu¬
ture at higher costs. There is 'a serious question as to
how long the oil industry can continue to provide sup¬

plies to fulfill the increasing need for its products at the
low prices now prevailing. /
Certain segments of the oil industry will realize great¬

er opportunities than the average in 1954 from their
further diversification into petrochemicals and other up¬
graded products. About a fourth of all chemicals now

consumed in this country are made from petroleum, and
present indications are that within 10 years a half of all
chemicals will come from petroleum sources. Those
companies which have laid a firm groundwork for this
growth are in a position to strengthen their earnings
picture in 1954 while the supply situation in conven¬

tional products as being adjusted.
The oil industry will continue as one of the most pro¬

gressive of industries in research and the use of scientific
means of providing more, better and cheaper products,
and again in 1954 it will make substantial progress in
the development of still better means of finding, produc¬
ing, processing and distributing petroleum and its prod¬
ucts. As in the past, the intense competition among oil
companies will insure that customers will share gener¬
ously in the benefits from this progress.
In summary, the outlook for the industry in 1954 is

one of a high level of activity with capital expenditures
at only a slightly lower figure than in 1953, stiff compe¬
tition in the marketing branch of the industry, and little
change in the present levels of earnings and employment.

V. J. ALEXANDER

Chairman, Union Planters National Bank,
Memphis, Tenn.

The Federal Reserve Board index of production shows
a slight tapering off of business during the closing
months of 1953. It is believed by many economists that
the coming year will see the end of the postwar boom.
After eight years of high production,
savings, ahd the like, it is about
time for a turn around.
In my opinion, business still does

not face a bleak year in 1954. Com¬
petition will increase in many lines
of business and profit margins will
be squeezed. However, the expira¬
tion of excess profits taxes on Jan.
1, 1954, and a possible reduction in
the corporate tax rate will both
temper the decline. Although the
pipelines have been filled with goods
to meet consumers wants, still our
goods and plants continue to wear

out and there is the constant need
for replacement.
The outlook for banking continues

to be excellent. The banking system as a whole faces
the new year with renewed confidence. The loan de¬
mand continues at a high level in spite of a disappoint-
jo *nt at the seasonal rise in bank loans this fall.
Jii is believed that loans may show some decline with
the expiration of excess profits taxes.
Investments at member banks in the reserve cities

have been rising again, and recent purchases have been
made at better rates. The rise in the bond market during
the past six months has done much to wipe out the
paper losses of the first six months of 1953.
Bank earnings reached new peaks last year. They

should enjoy another prosperous year in 1954, provided
the demand for credit remains at a high level and
interest rates remain at or around present levels.

V. J. Alexander

Stanley C. Allyn

The new Administration is to be commended for its
forthright efforts to balance the budget, to extend the
debt maturities, and to halt the inflationary trends in
the economy. It will need the wholehearted cooperation
of the banking industry to take further steps in, the
direction of sound money. . -

S. €. ALLYN

President, The National Cash Register Company

We cannot expect 1954 to produce a boom on top of
an already super boom, but it may be the second-best
year in the history of the country, exceeded only by 1953.
It will be a year of high disposable income and heavy

production. If I were making a pre¬
diction on physical production, I
would estimate a level of from 5%
to 8% under 1953. There are three
principal reasons why I think any
decline in general business for the
next 12 months will be only a mod¬
erate one.

(1) Expenditures for national de¬
fense will remain, high. Any mod¬
erate dip in overall Federal Govern¬
ment expenditure will be offset by
increased state and local appropria¬
tions.

(2) The tax reductions which have
been promised will increase con¬
sumer income and purchasing power.

(3) Our monetary policy is one
which will keep the money supply increasing in accord¬
ance with long-term growth and expansion of the
economy.
With plant and equipment outlay predicted to be only

slightly less than in 1953 and with residential building
at a high level, it is difficult to see anything but a year
of high business activity.
In our own business we expect to approximate 1953

levels in 1954. Our products are • labor-saving devices.
The big problem in every business today is to reduce
expenses, a situation which naturally focuses attention
on any equipment which can cut costs. We also expect
to introduce several new models during the year which
should be a stimulus to sales.
As yet we have seen no falling off in our incoming

orders, either domestic or foreign. The last quarter of
1953 was one of the best in our history.

HARRISON L. AMBER

President, Berkshire Life Insurance Co.

Possibly the best summary that one might give to the
outlook for 1954 is that we appear to have changed from
a demand economy to a supply economy and that the
adjustment will continue.
In the past year we have seen in¬

creasing availability of many raw
materials and manufactured goods.
Now the trend is apparently acceler¬
ated and we find, for example, such
finished articles as automobiles, elec¬
tric appliances, television sets, farm
equipment, machinery, textiles, etc.,
in ample supply. In effect, the wage-
earner's dollar is stretched in terms

of such goods. Whether he will
freely part with his dollars in the
face of unsettled conditions is some¬

thing else again.
As time passes and it is obvious

that the unsettlement has not as¬

sumed the disastrous proportions of
1932, but that prices have apparently
stabilized, funds may well come out of savings accounts
for articles which people have denied themselves as lux¬
uries, as for example a deepJfreeze, and at this point the
salesman comes into his own.

Thus, salesmanship will become increasingly a factor
in corporate or individual success, or lack of it. Even
labor will find that the increasing competition in busi¬
ness applies also to the services of the individual. Here
and there the less productive worker may find he has to
look around for another job, and he will find it increas¬
ingly true that he must "sell himself".
These unsettling influences will probably make in¬

vestors even more selective as to their purchases of com¬
mon stocks. We already see this attitude reflected in
the lack of broad activity in the stock market, despite
the indications that the Federal Government is taking
steps to bolster our economy. The usual props have been
suggested, as for instance, easing terms for FHA and
GI loans, directing Government orders to distress areas,

maintaining supports for farm commodities, and the like.
Nevertheless, institutional investors will want "to be
shown" and the likelihood is that they will concentrate
on fixed interest obligations rather than upon equities.
In consequence, interest rates might ease slightly and,
conversely, bond prices advance. 1
From a long range perspective a somewhat reduced

cost of living means a higher standard of living. That
is all to the good. Thus, it is probably a good thing for
the welfare of the United States that people are put on
their mettle every so often, when our economy says, in
effect, "Produce, or else!"
A better standard of living should mean a still greater

demand for life insurance as people try to assure their
families the maintenance of that standard of living to
which they have become accustomed.
A year ago I wrote that "the old bogey about inflation

reducing the . value of life insurance is not applicable
in a more stable economy."—"Many a man with profits
in the stock market may well come to the constructive

Harrison L. Amber

J. L. Atwood

conclusion that a transfer of profits to a good life insur¬
ance policy would make a lot of sense—."
In 1953 the New York "Times" Averages declined from

a high of about 197 in early January to a low in Septem¬
ber of 163. At the year-end the figure was close to 178.
I hope that on the strength of that idea, some people

did transfer some stock market profits to good life in¬
surance policies. If a person can consistently make prof¬
its in the stock market and just as consistently transfer
a good part of them to life insurance policies, he ought
to be able to build a substantial estate. What is more,
he has restricted his possible loss.
Here is the sort of idea more business men should con¬

sider—an approach to the problem, not of making money,
but of holding on to it.

J. L. ATWOOD

President, North American Aviation, Inc.

Contrary to public impression, there has been no
material cutback in the nation's aircraft program by the
present Administration. Most of the bugetary and ap¬

propriation cuts have reflected merely a tightening up
of commitment lead times.

However, it should be borne in
mind that, barring some now unfore¬
seeable international outbreak of

hostilities, there will be a down¬
ward trend in aircraft procurement
in 1954. As desired Air Force

strength is approached, normal re¬

placements and modernization will
require fewer new aircraft than were

produced during the expansion peri¬
od. However, no violent readjust¬
ments appear likely in the near
future.

During 1953 the aircraft industry
reached its highest employment peak
since 1945, with the airframe manu¬

facturing industry alone totaling
440,000 compared to 937,000 in 1943
at the peak of World War II and a postwar low of 137,000
in 1948. ; .

If North American's employment picture can be pro¬
jected as a fair example of what is to come, and it seems
reasonable to assume that it can, then employment in
airframe production will drop between 15% and 30%
from its present figure by the end of 1954. However,
demand for engineers and skilled experimental person¬
nel is likely to remain at present levels. '
It is also reasonable to assume that there will be a

corresponding drop in productions in companies which
support the aircraft industry. These are firms which
are now doing subcontracting work, supplying basic
materials and doing processing work.
In the airframe industry this reduction of personnel

will, for the most part, come about through normal turn¬
over of the working force. As employees quit they will
not be replaced in many instances. . % V
The trend in design will continue toward that of the

supersonic plane such as North American's F-100 Super
Sabre, first of. the. Air Force's planes capable of fighting
at speeds in excess of that of sound to go into production.
Guided missiles and electro-mechanical development will
continue to demand more and more engineering and
production attention during 1954. The same will be true
of development of the rocket engine.
In general 1954 will be a busy year in the aircraft in¬

dustry, but one which will see the rising curve of the
past three years level off and then drop a little,

C. J. BACKSTRAND

President, Armstrong Cork Co.

The products of the Armstrong Cork Company serve
three principal markets—building material supplies, in¬
dustrial specialties, and packaging. Prospects in all of
these fields are encouraging for 1954. The challenge
for the year ahead is to convert
continuing large market potentials
into actual customer purchases. Our
plans have been laid accordingly,
with the expectation that competi¬
tion will intensify, not alone from
producers of similar products but
from all sellers competing for the
same consumer dollars.
The outlook is for well maintained

after tax income across the nation in
1954, thus providing the purchasing
power required for a high level of
sales Jn our industrial as well as

consumer markets. While the ur¬

gency to buy definitely has been
reduced by greater availability of
goods in almost all lines, neverthe¬
less market research clearly indicates that vast needs
exist in the building, industrial specialty, and pack¬
aging fields.
Construction rightfully is being regarded generally

as an economic bulwark in the national economy in
1954. 1 Despite several years of record high activity,
much more work remains to be done in this tremendous

"growth" area. Marked changes, however, are occurring
within the building industry both as to types of struc¬
tures demanded and materials used in their construction.
No one, therefore, can afford to be complacent about
construction for dynamic developments in the industry
will continue to test the calibre of all who have a part
in it. Commercial, education, utility and some institu¬
tional building can be expected to forge even further

Continued on page 32
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What in the world silicones?

These astounding chemicals—born of sand and oil—hate water, '

laugh at heat and cold, and are doing remarkable things for you and industry

Silicones are the fabulous offspring of an

unusual chemical marriage between sand and
oil. Sand, the basic material for glass, gives
silicones some of the best features of glass.
Oil, source of many plastics, gives silicones
some of the special qualities that have made
plastics so useful to all of us.

I

WIPE ON...WIPE OFF—Silicones are the

secret of the new, long-lasting automobile and
furniture polishes that you simply wipe on
and wipe off. Another silicone forms a water¬

tight bond between tough glass fibers and
plastics that go into radar domes for airplanes,
boat hulls, even washing machine parts.

WHEN APPLIED TO MASONRY WALLS,

silicones are at their amazing best. A one¬

way street for water, they keep rainwater
from penetrating, yet let inside moisture out!

THEY LAUGH AT HEAT AND COLD—Heat-

resistant silicone insulation protects electric
motors at high temperatures. Yet silicone in¬
sulation on jet plane wiring remains flexible,
even in the brutal cold of the stratosphere.
And silicone oils and greases withstand both

anjtic cold and tropic heat!

SILICONES AND THE FUTURE—Even the

scientists don't know all the answers about

silicones. But thev do know there is an ex¬

citing future ahead for them. The people of
Union Carbide, who pioneered in many of the
special silicones now used by industry, are

helping to bring that future closer to all of us.

FREE: Learn more about the interesting things
you use every day. Write for the illustrated book¬
let "Products and Processes'' which tells how

science and industry use the Alloys, Carbons,
Chemicals, Gases, and Plastics made by
Union Carbide. Ask for booklet G.

Union Carbide
AND CARBON CORPORATION

30 east 42ni) street new york 17, n. y.

Ill Canada: Union carbide canada Limited

UCCPs Trade-marked Products ofAlloys, Carbons, Chemicals, Gases, and Plastics include
LlNDE Silicones • Dynel Textile Fibers • Bakelite, Krene, and Vinylite Plastics • prestone and Trek Anli-Freezes

prest-o-llte Acetylene • LlNDE Oxygen • electromet Alloys and Metals • haynes Stellite Alloys
Synthetic Organic Chemicals • Eveready Flashlights and Batteries • National Carbons • Union Carbide • Pyrofax Gas
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Continued jrom page 30
ahead this year, providing strong markets for floor and
wall coverings, acoustical materials, insulation, and re¬
lated items.
In contrast, industrial building has leveled and in

many areas has started a moderate decline. Similarly,
the postwar peak in new residential building appears
to have been passed, with further gradual contraction
in such activity probable in the months immediately
ahead.

Offsetting to a considerable extent these drops in new

construction, however, will be substantial gains in "fix-
up" (i.e., repair, modernization, and maintenance) work.
These "fix-up" needs are both large and to some degree
even alarming, The nation now faces a serious "space
shortage" as record numbers of children continue to

outgrow their living quarters. Moreover, many struc¬
tures of all types are beginning to reflect the neglect
of many years of war stringencies, rent controls, and
public buying emphasis upon filling backlogs of con¬
sumer durables, e.g., cars and appliances. To a con¬
siderable extent, tue amount of "fix-up" work to be
completed in the years ahead will depend upon the
success of current private and public efforts to expedite
the sound financing of these badly needed moderniza¬
tion expenditures. In any event, an expanding "fix-up"
market for many building material supplies seems in
prospect.
Profit margins for most companies this year will be

influenced greatly by how well costs can be kept under
control, especially where sales may be shrinking. This
indicates a real opportunity for products which will
improve efficiency and increase vaiue. Our industrial
specialties—ranging' from adhesives to gaskets, and filter
materials to machinery supplies—aim to provide quality
answers to specialized needs in such industries as auto¬
mobiles and trailers, aircraft, air-conditioning, agricul¬
tural machinery, and textiles.
Packaging is another promising growth industry in

which our products play a part. The record upward
course of per capita use of containers is expected to
persist in 1954. Here again, important shifts are oc¬

curring in demands for particular products, necessitating
continuing careful market analysis. Increased competi¬
tion among food, cosmetic, and pharmaceut cal n anufac-
turers in particular points to further restyling of pack¬
ages and new opportunities lor packaging merchan¬
dising.
"It's time to sell—harder!!" is our theme for 1954.

Unless unforeseen domestic or international develop¬
ments intervene, the year ahead Will reward those
organizations which can adjust to changing market con¬
ditions and continue to offer their customers outstand¬
ing values, supported by aggressive merchandising.

WILLIAM BALDERSTON

President, Philco Corporation
The year 1953 saw the last of government controls

which, for a decade, restricted the free operation of our
economy. It was the first in many during which most
raw materials were in adequate supply. Our customers

had enough money to buy what they
wanted and from whom they wanted.
The year 1953 was the final year

of transition to a more normal peace¬
time business climate. Our industrial
system demonstrated its tremendous
vitality by making such a period the
most prosperous in history.
The electronics industry is the fast¬

est growing industry ui mc.- wOnd.
When all the figures are in, it seems
likely that 1953 industry sales of

. television receivers at retail will be
second only to the peak year of 1950
when nearly 7,750,000 sets were sold.
Philco wih"1 H<? not**

delphia, giving it the largest tele¬
vision manufacturing cap^.iy in

industry, achieved a new record in television sales
volume.
The industry in 1953 produced more than 13 million

home and auto radios. Hundreds of miles of microwave
communications systems were installed.

Color Television
- 1953 will go down in history as the birth year of color
television. A great cooperative effort by scientists fromalmost all companies which manufacture television re¬ceivers and equipment, came to a successful conclusionwhen the Federal Communications Commission approveda new set of broadcast standards for color and black-
and-white television.

^ It is a thrilling story of the cooperative strength ofAmerican industry in the solution of a highly complexpeacetime prob'em. By developing these standards the

f has protected the public's investment
°+-ii • ".on *n television sets now in use. Much workstill remains to be done, and color receivers will notbe available in quantity for a long time. However, nowthat standards have been approved, manufacturer* ^anproceed with the problem of developing color televisionreceivers with viewing screens large enougn in size tointerest the buying public and at prices they" can affordto pay. A great new business is in the offing.

New "Surface-Barrier" Transistor Developed
PhTw "T "Surface-Barrier" transistor, developed inPhilco s Research Laboratory, opens an entirely newreaim for the use of transistors in both military ar.dcivilian applications. This transistor operates at hi<*hfrequencies and with low power consumption—require-

William Ba.uersion

ments which have limited the use of transistors up to
this time to hearing aids and devices where stability is
relatively unimportant. It has been applied successfully
in miniature radio receiving equipment for the military, -

and in rescue signal equipment.
We anticipate that the new "Surface-Barrier" transis¬

tor will find application in the near future in many mili¬
tary uses for which transistors are eminently suitable.1
We expect eventually—but we cannot say when—the
new type transistor will be used in many forms of com-'
mercial and industrial electronic equipment.
Almost six out of each 10 families purchased either a

major household appliance or a television receiver dur¬
ing 1953. Perhaps tne lastest growing market in tne
country is that for room air conditioners. First-of-the-
year estimates that 450,000 air conditioners would be
sold in 1953 have been surpassed by a wide margin.
When the final figures are in, they probably will show
over 800,000 units installed that year.

Prosperous Economy Forecast
The factors supporting our present prosperous econ¬

omy are so strong it is almost unthinkable that there
should be any substantial reduction in business activity
during 1954. Our population is growing at the rate of
over 2M> million persons a year. New families are being
established at an unprecedented rate.
The average income of our wage-earners is a third

higher than it was before the Korean War, and employ¬
ment continues at a record high. [1954 will see a reduc¬
tion in the tax burden. So-called disposable income is
at a peak of about $250 billion. There are a number of
new and fast growing industries to give more and more
employment to our people, among them electronics, air
conditioning, plastics and chemicals.
Our hope for a successful business year in -1954 rests

on the confidence which our industrialists, our econo¬
mists and all thinking people have in our economic sys¬
tem. There are some who believe we could talk our¬
selves into a recession. In view of the tremendous forces
at work for prosperity, our industry has every reason to
be confident of the future. If that kind of thinking
becomes general, the United States can be assured of
prosperity for a long time to come.

II. W. BALGOOYEN

Vice-President, American & Foreign Power Co. Inc.
The outlook for the electric power industry in Latin

America, so far as it depends upon the demand for the
product it supplies, electricity, could hardly be more
favorable. Demand for electric service has never been

so pressing; production of electricity
has never been so large; and the
gross revenues of the private elec¬
tric companies in Latin America are

constantly making new records. Nor
,is there any apparent let-up in
sight for', the accelerating demand
for electric power throughout that
area. The Foreign Power subsidi¬
aries and the other privately-owned
companies have been spending huge
sums since World War II in an effort
to catch up with the demand for
service. In the Foreign Power Sys¬
tem, alone, new generating plants
have been brought into operation or
are under construction in ten differ¬
ent countries; and such important

companies as the Brazilian Traction, Light & Power Co.
and the Mexican Light and Power Co. also are engagedin impressive construction programs. Yet, in many areasin Latin America, the demand is growing so rapidlythat it is still necessary to ration power.
The tremendous expansion now occurring in the

Latin-American utility industry directly benefits busi¬
ness and employment in the United States, since much
of the equipment for these new power developments is
purchased in this country. Purchases of electrical equip¬ment and materials in the United States by ForeignPower subsidiaries in Latin America, alone, since the
war are well over $100,000,000, and a like amount will
be spent by them in the next four years on equipmentof United States manufacture if present construction
programs are carried through to completion. These fig¬
ures, however, relate only to direct purchases of ma¬
terials and equipment for Foreign Power subsidiaries.
Imports from the United States of electrical appliances,industrial equipment, etc. made possible by the avail¬
ability of power in the Latin-American areas served
have amounted to many times these figures. It has been
reliably estimated that such purchases in the territories
served by the Foreign Power System, alone, when added
to the equipment purchases of the System companies,l ave amounted to well over $500,000,000. 1
From this, it appears obvious that it is as much in the

interest of the people of the United States as it is in
tne interest of the people of the Latin-American coun¬
tries which benefit directly from these utility services,
that the Latin-American electric power industry be
maintained in a healthy condition, financially, so that
it can attract the huge sums of additional investment
capital needed for expansion.
From the viewpoint of the local management of these

utility enterprises, the problem is not one of developing
a market for electric power, but of obtaining service
rates to compensate for constantly increasing costs of
operation in the highly inflationary economies in which
most of t e companies operate; of arranging local fi¬
nancing for the local currency portion of the costs of
their construction programs; of obtaining the foreign
exchange which is required both to service the foreign
capital whic.i is invested in the industry, and to pay

H. W. Balgooyen

for imported materials and equipment. Fortunately,
most of the Latin-American countries concerned are

becoming increasingly realistic in these matters, realiz¬
ing that adequate supplies of electric power are the key
to the economic development and higher living stand¬
ards to which they all aspire; and that fair treatment of
existing investors is the key which opens the way to the
new investments on which additional power supplies
are dependent.
From the viewpoint of the management of the parent

companies in New York and other financial centers
which have supplied the greater part of the capital,
the problem is largely one of convincing private and
institutional investors that the inherent soundness of the
electric power industry in Latin America justifies their
participation in financing its continued growth. It has
been necessary for the management of the Foreign
Power System to devote a great deal of attention to
this financing problem in the years since World War II.
During this period, construction expenditures of the
Foreign Power System have totaled approximately
$270,000,000, and the present program calls for an annual
expenditure of at least $50,000,000 for the next several
years for property improvement and expansion. The
various projects comprising this continuing program
will, of course, be undertaken only if reasonable assur¬
ances are received that our subsidiaries will be per¬
mitted to maintain remunerative rate structures and to

obtain sufficient dollar exchange to service both exist¬
ing and new investments.
The management of Foreign Power is appreciative of

the substantial assistance received from the Export-
Import Bank of Washington in the financing of this
huge construction program. It is looking forward to the
Bank's continued cooperation and to increasing partici¬
pation by private lending institutions in the United
States during the years ahead. It regards these essential
long-term investments in the electric power industry in
Latin America as sound and productive from the view¬
points of the lending institutions, the borrowers, and
the countries concerned. They constitute, in a very real
sense, a demonstration of faith in the future of Latin
America. They represent international cooperation of
the most practical form, as they are directly beneficial
to the economies of both the United States and the
countries where the investments are made.

F. M. BANKS

! President Southern California Gas Co.

The unabated influx of new residents in Southern
California was reflected in the growth of the gas busi¬
ness here during 1953. For the sixth successive postwar
year, approximately 100,000 new customers were added

to the systems of the three major
gas utilities supplying this area. The
largest of the three, Southern Cali¬
fornia Gas Company, which serves

principally Metropolitan Los Ange-
"*

les, added 68,000 new customers in
.1953, bringing the total to 1,375,000.
Southern Counties Gas Company,
which serves principally outlying
communities, added 35.000 customers,
bringing the total number of its
customers to 460,000. . • • - >"

These two companies, together
with Pacific Lighting Gas Supply
Company, a gas transmission and
storage company, are wholly [owned
subsidiaries of the Pacific Lighting

'

Corporation. The third major gas

distribution company in Southern California is the San
Diego Gas and Electric Company, which purchases its
gas supply at wholesale from Southern Counties Gas
Company. San Diego Gas and Electric Company added
over 13,000 new gas customers in 1953, bringing the total
served to approximately 180,000.
In planning for the year 1954, all three companies

anticipate approximately as much growth as they expe¬
rienced in 1953. Southern California Gas Company is
basing its plans for expansion on an estimated increase
of 60,000 customers, whereas Southern Counties Gas
Company looks for a growth of about 36,000 new cus¬

tomers next year. San Diego Gas & Electric Company
is planning for an increase of approximately 10,000 new

gas customers.
A major undertaking of the Pacific Lighting compa¬

nies in 1953 was the furtherance of their program of
expanding supplies of natural gas from out of state to
supplement California sources. Completed during the
year wefe 20 miles of 30-inch pipeline and 14,500 horse¬
power in new compressor facilities, including two 5,500
horsepower turbo-compressor units, the first such units
installed in California. These installations increased the
delivery capacity for gas brought from Texas and New
Mexico from 405 to 555 million cubic feet daily. Con¬
struction was also begun on an additional 73 miles of
30-inch piping and added compressor units at the Col¬
orado River station, having a total of 5,280 horsepower.
When completed in the spring of 1954, these facilities
will boost the delivery capacity of out-of-state gas to
705 million cubic feet per day. Estimated total cost of
this two-year project is about $13,000,000.
The new increment of 300,000,000 cubic feet of gas

daily from out of state represents a one-third increase
in primary gas supply to meet the growing requirements
of customers in Southern California. From the Texas
pipeline and California underground storage reservoirs
alone there will now be available more than a billion
cubic feet daily from peak gas loads, supplementing the
primary supply from California fields.
Another important step was the recent acquisition of

Continued on page 34

t. m. oariKS

I

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



Volume 179 Number 5292 : .. The Commercial and Financial Chronicle / (285) 93

Pun Oil's "Sea-gaing"Wells
Increase Natural Gas Production

'

ss"~ ^

Drilling to a depth of over 2 miles beneath the Gulf of Mexico,

offshore operations help raise Pure Oil gas production 66% in 3 years

Twelve thousand feet below the waters

of the Gulf of Mexico, The Pure Oil

Company is tapping rich pools of natural

gas. The wells are drilled at different

angles from central platforms, such as this
one in the "Eugene Island" area more

than nine miles from the Louisiana shore.

Last year, from these offshore wells

alone, Pure Oil produced 29 billion
cubic feet of natural gas. In 1954, Pure

Oil expects to boost this to over 50 bil¬

lion cubic feet.

The Pure Oil Company pioneered in
offshore drilling and, now that Federal

restrictions have been released, will ac¬

celerate exploration and development
activities along this new frontier of

production.

Offshore operations have already con¬

tributed materially to Pure Oil's 66%
increase in total natural gas production
in the last three years. Continuing in¬

creases, at realistic prices, are significant
in relation to the growing importance of
natural gas as a source of fuel energy.

Continued progress—in every phase of

petroleum production, refining, transpor¬

tation, and marketing—keeps The Pure
Oil Company moving ahead in the van¬

guard of a highly competitive business.

Be sure with Pure

The Pure Oil Company
35 East Wacker Drive, Chicago 1, III.
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Continued from page 32
the Playa del Rey gas storage reservoir by Southern
California Gas Company. This partially depleted oil
field, located only 15 miles from the center of Los Ange-
les serves the same purpose as the familiar above-ground
storage tanks. This single reservoir, however, is equal
in storage capacity to about 75 of the largest of these
tanks, each of which would cost in the neighborhood of
$2,000,000.
The expansion of the gas business in Southern Cali¬

fornia during 1953 required capital outlays exceeding
$50,000,000. These funds were supplied in part by the
sale of $20,000,000 of preferred stock by Pacific Lighting
Corporation in April of 1953, and by the sale of 800,000
shares of common stock in November of 1953, which
realized approximately $25,000,000. The San Diego Gas
and Electric Company sold 800,000 shares of common
stock during the year for a total of $10,000,000, of which
approximately one-quarter was applicable to. gas install
lations.

Southern California Gas Company's tentative budget
for 1954 totals $29,000,000. Southern Counties Gas Com¬
pany expects to expend $11,500,000 and San Diego Gas
and Electric Company's budget for new gas facilities in
1954 is approximately $3,600,000.
Total gross revenues derived from the sale of natural

gas in Southern California amounted to $170,000,000 in
1953, or about 7%% of the national total. While both
Southern California Gas Company and Southern Coun¬
ties Gas Company have sought and obtained rate in¬
creases during the last three years, gas rates to residen¬
tial customers are still at about the same level as in the
mid-thirties. No cessation in growth of gas usage i9
anticipated as a result of recent rate increases, since
present prices are substantially below the economic
value of gas as a fuel.

Closely allied to the gas business in Southern Cali¬
fornia is the manufacture and sale of various types of
gas appliances. The volume of this business has in¬
creased substantially with the expanding market for
gas. Local manufacturers of gas ranges, water heaters,
and heating equipment sell throughout the Pacific Coast,
and in some cases nationally. As an example, gas water
heater manufacturers in the Los Angeles area produce
about 40% of all such heaters sold in the entire country.

DONALD L. BARNES

President, American Investment Co. of Illinois

The consumer has been said to hold the key to 1954.
Many forecasters have stated that the consumer goods
industry must increase its production and sales in
amounts which equal any reduction in defense spending.

V This puts quite a load on the con¬

sumer.

Since our industry, the small loan
business, finances the consumer and

is, therefore, close to his needs and
desires, we feel we have some au¬

thority for our feeling of confidence
for 1954. i

We doubt that many consumers
will buy goods in 1954 for the pur¬
pose of keeping up Gross National
Product or National Personal In¬
come. The consumer will buy, how¬
ever, to improve his standard of

living, and if he feels confident of
his job and the future.
Our own experience has indicated

that certainty of the future is one
of the most important factors in influencing consumer
purchasing. We feel that consumers have that confi¬
dence for 1954.

Population figures show no decline in rate of growth
—family formations are .continuing at a breath-taking
pace—new people are coming into the labor force at
a fast rate. All in all, we cannot be pessimistic about
1954. ' :■ . •• ; . _

We do believe that business should begin operating
on a peacetime level again and use fully the virtues of
salesmanship, fair competition, efficient operation and
fair returns to labor and investors whichJ built our

country.

We, therefore, look for a prosperous 1954 with a gen¬
eral maintaining of the production, consumption and in¬
come peaks reached in 1953. In our own industry we
expect gains in outstanding receivables and some gains
in net earnings. Employment will continue at high
levels even though there may be some increase in the
number of unemployed.
We believe that credit for consumers should be more

selective in 1954, but not restrictive. By this we mean
that more care should be taken to work out the con¬

sumers' financial problem, to tailor the credit to his
real income and living expenses, and to confine the
terms of the loan to the foreseeable future in which
consumer has confidence.

In our own company in 1953, we "caught our breath,"
and added to our capital and trained manpower. There¬
fore, we expect to continue our growth in 1954 on a firm

base. We expect in American Investment Company to
increase its outstandings by approximately 10%, and
its net earnings by above the same percentage. Both
of these increases are predicated on the fact that we

anticipate no shooting war during the year 1954 and
no unexpected reversal in the general economy. We
do not expect either one to occur. We look forward to

1954 with a great deal of anticipation and confidence.

Donald L. Barnes

KoDert n. JBarnei

ROBERT A. BARNET

President, Irving Savings Bank, New York City
For most savings banks the big task confronting them

in 1954 will be the improvement of earnings on their
invested funds. This must be done with due regard for
the liquidity of the banks' assets and the traditional
safety of the funds'entrusted to them.
For many years the great majority
of New York State savings banks
paid a uniform dividend rate within
the limit set by the State Banking
Department. On Oct. 7, 1953 this
ceiling on dividend rates was abol¬
ished and the savings banks were

again free to pay to their depositors
as dividends whatever amount their

earnings and surplus position war¬
ranted.

In recent weeks 12 savings banks
throughout the state have announced
a year-end extra quarterly dividend
in excess of the 2lk% rate generally
paid by the banks for the past two
or more years. Although the remqval
of the rate restriction by the Banking Department was
not to be considered an invitation to increase rates gen¬

erally, it is obvious that as more banks pay extra divi¬
dends, others will either want to or have to increase
their present basic rate. It is still too early to determine
to what extent savings will be siphoned from savings
banks paying 2%% to those paying an extra dividend,
but in time a considerable shift of deposits may possibly
take place, especially if the basic rate is increased. The
banks must meet this competition from other savings
banks as well as the competition from savings and loan
associations which generally pay a higher rate.
How best can savings banks increase their earnings

sd as to be in a position to increase their dividend? An
increase in mortgage investments is the most likely way.

Today, New York savings banks can invest their de¬
posits in government insured FHA and guaranteed VA
mortgages throughout the country. This enormous mar¬
ket has already absorbed a huge volume of savings bank
money and will continue to do so in the future. Funds
available to make insured and guaranteed mortgage
loans will come from new deposits and the conversion
of other assets, primarily U. S. Government bonds. The
opportunity to convert government bonds in to cash is
more favorable today than at any time since support
prices for the bonds were abolished and prices slumped
far below par. The 2*4 to 2V2% income available from
U. S. Government bonds, which the banks hold in great
numbers, is in sharp contrast to the 414 to 4V2 % (less
servicing costs) derived from FHA and VA mortgage
loans. Conventional type mortgage loans, which provide
a higher yield than FHA and VA loans, will also absorb
large amounts of investment funds.
It is anticipated that 1954 will bring no slackening to

the volume of money deposited in the savings banks.
Much has been said and written of an imminent depres¬
sion or recession, but in all likelihood any such economic
readjustment will be of a minor nature. There have
been a number of business reversals in recent months
but latest Department of Commerce figures indicate1 a

much sounder base to the economy than many people
thought existed. Unemployment, a guide to industrial
activity, increased 400,000 in December, 1953, but this
figure was considerably less than many economists ex¬

pected. The percentage of all civilian workers out of
jobs was as low or lower as in any December since
World War II, with the exception of 1952. Consequently,
there is little indication that the savings of the workers
will diminish. We expect that unlike 1949, when we
experienced a recession, less emphasis will be placed
upon the buying of automobiles, television sets and other
household appliances and greater stress will be directed
toward continuation of, saving some part of the weekly
or semi-monthly paycheck.

JOHN T. BEATTY
,

President, United Specialties Co.

I view 1954 business with mixed feelings. I realize
that the Republican Administration, top staffed as it
is in each department but State, by big business: repre¬
sentatives is sensitive to any slowing of the industrial

pulse. The policy toward continuing
the -country's- "prosperity" , differs
little from the previous administra¬
tion. The government is selling
obligations to the banks against
which they issue currency and is
operating at a deficit. Both of these
elements cause inflation and higher
prices. New taxes are being sought
to offset the loss-from the-Excess
Profits Tax and the 11% personal
tax reduction,- instead of a positive
attempt -at cutting costs.
The Administration states that if

business turns down tax relief will
be applied. This to my mind gives
the whole secret away and exposes
the fact that the present Adminis¬

tration, as its predecessors, regards taxes as social and
political tools versus revenue. If taxes can be reduced
now, they could have been reduced . a year ago as
pledged in the campaign. I suspect that a cut in early
'53 would have shored up the economy, avoided another
wage increase, brought about price reductions, and
generally improved the real income.
The Eisenhower Administration is to be congratulated

on its cooperative attitude toward free enterprise, its

Claude L. Benner

John T. Beatty

scuttling of controls, and its face-about from socialized
medicine, etc. Nevertheless, taxes, some wasteful, others
such as those devoted to the foreign giveaway program
are and will remain so high as to discourage the forma¬
tion of new businesses, encourage the small enterprises
selling out to the bigs and'cause the death of our gal¬
lant incentive and reward system — the very system
which now is crowning West Germany the industrial
leader of Europe, and the misuse of which leads England
and France to appeasement and alms seeking.

We all have known that the power to tax is the
power to destroy. Now we know that the power to
tax is also the power to control. The country's freedom
is gone. In its place is a planned socialist economy un¬
derpinned by government spending.
Billions have been invested abroad. We maintain

forces in 49 countries and 63 lands at devastating cost.
But are there any plans to demand return of the thou¬
sands of men who are captive in Korea? The thought
also occurs: Will the allies in whose countries our bases
are located permit us the use of them when the third
war comes? Can our country survive under taxes that
in magnitude constitute a capital levy?

CLAUDE L. BENNER

President, Continental American Life Insurance Co.
Economists are prone to base their forecasts on the

assumption that the trends existing when they make
them will continue. Inasmuch as the general level of
business has been declining since early last summer,

their concensus of opinion now is
that the decline will continue into
the months ahead—their only dif¬
ference of opinion being as to its
depths and severity.
At the outset, let me say tha't I

deem the factors which will deter¬
mine the general level of business
in 1954 to be so intangible that no
one can tell with any degree of cer¬
tainty at the present time what the
level of business will be at the close
of the year.

I The following are some of the va¬
riables which will be controlling in
this matter: What will happen to in¬
ventories? Will they tend to increase,
decrease or remain practically sta¬
tionary7 What is the situation in regard to consumer
credit? Is there room for further expansion here or
must we expect a contraction in the days ahead? Again,
is the current talk about a coming business recession
likely to cause a curtailment in business investment or,
what is of equal importance, make the public more con¬
servative about spending, with the result] that savings
may accumulate somewhat faster than the demand for
them? Finally, what is the government's policy likely
to be in regard to military expenditures, foreign aid,
decreased taxation and in the realm of agriculture and
labor problems? These are all questions which will play
a vital role in determining the state of business in the
year ahead about which no one can give positive an¬
swers at the moment.
But to argue that business must continue to decline

because military expenditures are going to be curtailed,
and that there must be unemployment in the durable
goods industries merely because the shortages caused
by the war are no longer with us, is to indulge in super¬
ficial reasoning.

Is it not obvious that if tax reductions do not lag
behind the reduction in government expenditures, a
comparable increase in the private demand for goods
may well make up for the decreased government de¬
mand? Likewise, even if there is no longer such a hous¬
ing shortage as existed after the war and although dur¬
able consumer goods are now in relatively abundant
supply, still in a growing economy such as ours this
need not prove too serious so long as current spendable
income remains high and the liquid assets of the people
are relatively abundant. All the data currently collected
seem to indicate that ^personal .savings are still accu¬
mulating • rapidly, wage payments have declined very
little, and liquid• assets are-still abundant. There still
appears to be ample evidence that the consumers have
the wherewithal to buy if they wish to do so.

- Of this, we can be reasonably certain. In spite of some
dismal forecasts by foreign commentators -who are al¬
ways expecting the worst to happen in this country and
by politicians who have an interest in frightening our
people, a severe business depression is not in prospect
for the coming year. The country has not had the kind
of speculation either in real estate, securities or com¬

modities that usually precedes severe depressions.
For thb volume of business to decline severely, the

three principal sources of demand—government expen¬
ditures, civilian consumption and business investment—
all together must continue to fall below their present
level. As I do not believe total government expenditures,

including state, local and Federal, will decline appre¬

ciably, and as there is little reason to believe" that civilian
'consumption will be less, I do not think the small re¬
duction which will take place in business investment
will- be sufficient do cause a material recession in the

total level of business.

Continued on page 36
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See the Packard line at your dealer's beginning Friday, January 15th.

Here's the beginning of Chapter II in the new Packard Program!

Iast year ... Chapter I! The new Packardi was introduced as "America's New

Choice In Fine Cars." A new "Who's Who" >

in motorcars began! ' -

• This is a car designed for men and women ,

who don't like to follow the crowd. It is no -

longer-necessary to leave your imagination (

behind when shopping for the best. For the
new Packard gives you not only luxury—
but individuality. v

Styling that stays in style!
Packard was the first fine car to offer the •

new, advanced contour styling . . . with the
bold, straight lines . . . high-level fenders
and greater visibility.
• Packard contour styling is setting the
trend in all automotive design today, it
gives you a clearer view of the road any way

you look. Safer, more relaxing visibility that
makes driving a joy instead of a job . . .

chair-high, posture-tailored seats that bring
new, relaxing comfort to a long day's drive.

A great new Packard engine, too!
212 horsepower! Nine crankshaft bearings

that mean smoother, quieter running at all
speeds. No other car gives you such a

guarantee of quiet, lasting power!
I

• 212 horsepower built into watch-like

smoothness by Packard, most famous engine-
builder of them all! High torque at low
r.p.m., which gives you that extra power-

punch you need for a swift getaway in
traffic, or for passing on the highway.

; *v ■*. y < • ' • r' > '
T
No car this yearwill have more or
'

finer power features! I
- This is a car with the greatest of all
no-shift drives! Packard Ultramatic! De¬

signed by Packard engineers for use in
Packard-built cars only, to assure perfectly
balanced performance. Just compare it: that's
all! For smoothness, for pickup, for economy.
• Then there are Packard Power Steering
and Packard Power Brakes which add so

much to more relaxed driving through an

entirely new sense of complete car control.

• The driver's seat is electrically powered
for 4-way operation. You can adjust it to
your size, up or down, backward or forward,
simply by touching a switch conveniently
located at your side.
We are so proud of the new 1954 Packard
that we invite comparison with any
other fine car you can name. Your
Packard dealer will be glad to place Y'Sft
a car at your disposal so that you
may judge for yourself.

You can have both luxury and individuality! Inside
the Patrician you see for the first time what luxury can

be built into one automobile. For example, an entirely
new fabric—nylon matelasse! Only when you have felt
the sleek, cool richness of it can you appreciate its
elegance. Or, for those who prefer traditional interiors,
closely woven and durable broadcloth of the finest quality
is also available in colorful two-tone combinations. Yes,
all in keeping with Packard's oldest tradition: luxury
and individuality!

N-132C

SEE YOUR NEAREST PACKARD DEALER
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OLE BERG, JR.
President, The British American Oil Co. Ltd

Consumer demand for petroleum in Canada has been
expanding at an annual rate of 10%, reflecting the coun¬
try's industrial growth and general prosperity. It is
expected that in 1954 there will be a continued increase
in demand, with Canadian require¬
ments attaining a yearly average
substantially more than half a mil¬
lion barrels a, day. This will spur
further exploration and production
in Western Canada, continued refin¬
ery expansion and additions to the
crude-oil and refined-products pipe¬
lines. '
In 1953, $330 million was spent in

Western Canada in exploration and
production. A number of import¬
ant new fields were discovered and,
while they have still to be fully
evaluated, some have added substan¬
tially to Canada's reserves, now past
the two billion barrel mark. 0,e Bers. Jr-
The degree of oil self-sufficiency

Was again increased in 1953 and at the year's end stood
at 45%. The market for Canadian oil produced in the
coming year has been estimated at 260,000 b/d. New
pipelines and other facilities that were added in 1953
Will enable crude production to be stepped up. It could
reach 300,000 barrels before the year-end, with a daily
production of 380,000 b/d by the summer.
'Last year the country's refining capacity went up
about 15%. In 1954 it will be raised by some 90,000 b/d
by new refineries and refinery additions either planned
or under construction.
J One of the most recent developments in the Canadian
oil picture has been provided by the petrochemical in¬
dustry. In approximately three years petrochemistry
has made the country self-sufficient in many chemicals
previously inmported. In 1954 petrochemistry will grow
in many fields with corresponding increase in petroleum
demand. ;

During 1954, and the years following, the Canadian oil
industry will implement a program of development
which will involve expenditures of many millions of
dollars. There is no evidence of any reduction in Cana¬
dian petroleum activity during 1954 and this is reason
for general optimism. The heavy investment contem¬
plated by the Canadian oil industry is both a sign of
confidence in, and a guarantee of, the continuing growth
of the country's economy.

HAROLD R. BERLIN

Vice-President, Johns-Manville Corporation
A new record volume estimated at $45.8 billion was

achieved in 1953 by construction in four categories.
These categories and their outlook for 1954 are:

(1) New housing starts in 1953 numbered about 1,-
050,000 and cost approximately $11.9
billion. This figure may taper off to
900,000 units or somewhat over $10
billion in the coming year.

(2) Private new non-residential y
construction, which is commercial,
industrial, public utilities, farm, in- '
stitutional, and recreational facil¬
ities, was estimated at $11.3 billion
last year and should hold at about
$11.0 billion in the coming year.

(3) New public construction, such
as new highways, sewerage, water¬
works and public buildings, and to
a much lesser extent than in 1952

atomic energy facilities, was esti¬
mated at $11.1 billion in 1953 and

may decline to $10.5 billion in 1954.
-

(4) Maintenance, alteration and modernization of ex¬
isting structures cost an estimated $11.5 billion in 1953
and is quite likely to go substantially higher if vigor¬
ously pursued by the selling force.
The anticipated 900,000 new housing Starts in 1954,

while somewhat lower than the 1953 figure is due in
part to the drop in the backlog of deferred demand for
new homes—although there is still something of a

shortage, particularly in the rapidly growing suburban
communities.
Another factor is the smaller number of young people

reaching the marriageable age in 1954. They were born
in the depression '30s when the birthrate was abnor¬
mally low. New household formation in the coming year
will probably be only about 715,000.
However, household formation is far from the only

source of housing demand. An enormously important
source is migration within the nation, which is growing
rather than declining. I
In the census year ending April, 1952, about 25,900,-'

000 people moved into a different house. This startling
figure represents about 20% of the civilian non-farm
population of the United States. Of this number an

estimated 17,500,000 persons moved within the same

county—generally the suburbs. It is the suburbs that
offer the great potential for the 1954 building salesman.
This movement of the population to the suburbs has

tremendous momentum, particularly because of the con¬

tinuing high1 birthrate. There were more than 4,000,000
babies born in 1953, an all-time high.
Vast numbers of the hurriedly built postwar houses

are proving too small for these growing families. The
result is a vast market in the "fix-up" or expansion
segment of the residential construction industry. In¬

Harold R. Berlin

numerable attics will be converted into bedrooms as the
children get older and wings will be added to many a
house if the size of the lot permits.
In the private non-residential construction category,

one of its components, commercial construction, in¬
creased about 28% above the $1,450,000,000 figure of
1952.

Industrial construction provided one of the major
surprises of 1953. Factory construction approximated
the 1952 figure of $2,320,000,000 although a decline had
been expected in 1953. This decline is very likely to
take place in 1954 and volume may well fall below $2
billion.

Public utilities construction in 1953 rose 5% above
1952 to about $4.2 billion. The main reason for this is
the almost ceaseless demand for electricity—both indus¬
trial and residential. For one thing, the modern 1953
house has almost four times as many wired outlets as its
prewar counterpart and the power load per house is
growing by leaps and bounds.
Institution and recreational construction at about $1.6

billion in 1953 should remain about the same in 1954.
Farm construction in 1953 at about $1.6 billion^ is def¬

initely ori the downgrade because of the decline in farm
income. The coming year may see this figure around
$1.2 billion or lower.
Despite | Federal economy cutbacks, new public con¬

struction increased about 2.5% in 1953 to about $11.1
billion primarily because most government agencies
could draw on huge appropriations voted in the past. It
may be lower, perhaps around $10.5 billion in 1954.
State and Municipal construction, it should be noted, is
normally the backbone of public construction.
Federal heavy construction contracts, dropped about

72% in 1953 primarily because of a decline in atomic
energy contracts. The AEC contracts in 1952 totaled
$2.3 billion and in 1953 about $59 million. Construction
in other Federal classes, such as buildings, irrigation
dams, harbor works, waterways and other classes in¬
creased 14% over 1952 mainly because of previously
voted appropriations. It is in 1954 that the decline may
become more evident in these categories because of the
economy program.
In the residential "fix-up" market, more leisure time

and the availability of small cheap power tools help
make it easier for the homeowner to do some of the
work himself. The larger jobs, however, are for the
professional.
In store construction it is increasingly important to

be modern. Thousands of stores still await moderniza¬
tion.

1954 will be the year of the salesman and the fields
of "fix-up" and modernization hold his greatest oppor¬
tunity to create plus sales to offset possible declines in
other branches of the construction industry.

FRANK H. BISHOP

President, Allied Products Corp.

For many who may not be familiar with the Allied
Products Corporation, we have for years been a major
producer of sheet metal tools and dies for the automotive
and appliance industries. In addition, we manufacture

and sell nationally a standardized
and catalogued line of Richard
Brothers and Hercules interchange¬
able punches and dies, used in metal
forming and piercing operations. We
are also suppliers of standard and
special cold forgings and make pre¬
cision parts for most of the important '
aircraft engine manufacturers. More
recently we have acquired facilities
for the manufacture of bearings and '
structural parts from powdered fer¬
rous and non-ferrous metals.
Several years ago Allied initiated

a program aimed at greater diversi¬
fication. While progress has been 1
made in this program, the largest
part of our business, both tools and

products, is still keyed pretty heavily to the automotive
industry. Most economists believe that this industry is
destined for much lower levels in 1954 and that general
business may be anywhere from 5% to 15% below the
1953 level

True, adjustments have occurred in the latter part of
1953 but these should soon have run their course. Most
of these corrections, we feel, were caused by a change
from a regulated and, therefore, restricted economy to
a free, competitive economy. For example, the lifting of
artificial controls which gave us a buyers' market for the
first time in many years immediately brought ori a
liquidation of inventories which had been carried at
excessive levels to insure continued production, not¬
withstanding new and unforeseen allocations.
In addition to the aforementioned adjustment, confu¬

sion stemmed from the incumbent Administration's
handling of the defense and government spending cuts,
the inopportune extension of the excess profits tax and
the overly ambitious drive to obtain hard money
too quickly. These moves, when compounded tended
to create a pyramided depressing reaction. They
were being very carefully appraised by proponents and
opponents of the Administration alike in trying to deter¬
mine the quality of the leadership of a party, new in
office, and the general unacceptability of the aforemen¬
tioned acts of the party gave pause to business improve¬
ment almost universally. »

Recently the Administration has made many changes
that are creating what we, in this area, believe to be a
good, healthful climate for industry. It has de-empha-
sized the hard money program. The cuts in defense and
government expense have been very carefully reviewed

Frank H. Bishop

and balanced off by tax reductions to corporations and
individuals. Trie elimination by the current party in
power of practically all business restrictions places the
present economy in a free and competitive position for
the first time in many years, and the people to whom
we have been talking in the Detroit area feel that this
condition will allow them to exercise their ingenuity and
ability in a more dynamic manner. They feel that it
offers a renewed opportunity to maintain business at its
highest levels.
As a matter of fact, our very recent discussion of con¬

ditions with management people in this area is very

encouraging. We get the feeling from these groups that
they are not inclined to take this forecast downturn
without a firm determination to do everything possible
within their own companies to turn the downward trend
forecast for 1954. Since the automotive industry and
ifs suppliers represent the largest industrial unit in the
world, enough thinking of this type in this group could
have profound influence on the overall 1954 economic
accomplishment.
We find here an enthusiastic concentration on the

introduction of new and improved products. Larger ad¬
vertising and sales promotion programs and improved
compensation for sales efforts are in the Works. All firms
are exercising more and closer cost controls than have
been evident in these companies in the last decade.
All of these things will materialize in keeping quality

high and bringing prices down so that good '4buys" will
be available to tempt a discriminating public who have
savings accounts now greater than ever in history.
In conclusion, our return to a free competitive econ¬

omy requires a rededication, on the part of all of us, to
a greater faith in our free enterprise system which has
provided the world's highest standard of living for all
those privileged to participate.

JAMES B. BLACK

President, Pacific Gas & Electric Co.

The Northern and Central California area served by
Pacific Gas and Electric Company continued to exhibit
strong growth trends in 1953, although by the year-end
it was evident that the rate of growth had slackened
perceptibly.
The current year has nonetheless

all the potentialities to be the second
best business year in this area since
the end of World War II. Aggres¬
sive sales and promotional activities
should assure this result.
We expect our growth to continue

in 1954, but not at the extraordinary
pace of recent years.
In the year just past we had a net

gain of about 100,000 new customers
in all branches of our operations,
thus marking the seventh consecu¬
tive year in which we have added
more than 100,000 customers. Our
electric and gas resources were fur¬
ther expanded, large additional in¬
crements of power and gas having been made available
to meet the demands of our service area.

Our budget for new plant facilities in 1954 Will ap¬
proximate $170 million compared with about $190million
expended in 1953. This year's expenditure, however,
will exceed the average yearly amount expended in the
Company's $1.2 billion postwar expansion to date.

Population growth, the principal motivating force hi
the extraordinary economic development of this area
since the close of World War II, is expected to continue
at an estimated average rate of about 36,000 a month for
the State as a whole. This should assure continued ex¬

pansion of the California economy and new business
development. *•;. /
We anticipate continued industrial expansion to serve

the expanded Western market, and corresponding growth
in agricultural and commercial activities should result
in a high level of employment. Home construction will
continue on a major scale, although at a somewhat re¬
duced volume as compared with recent years.
The outlook for the industry of which we are a part

is good. Nuclear energy as a new source of power pre¬
sents an exciting challenge and we intend to remain
in the vanguard of developments in this field.

R. S. BLAZER

Chairman, Ashland Oil & Refining Co., Inc.
The conclusions reached by the experts assembled in

Washington during December at the Mid-Century Con¬
ference on Resources for the Future confirmed previous
optimistic forecasts of the long range industrial devel¬

opment of the United States and of
the enormous increase in United
States oil and total energy require¬
ments over the next 25 years. It is
believed that these requirements
may reach two and a half times the
present level by 1975.
This trend would mean a steady

and healthy growth for the petro¬
leum industry. There appears to be
no doubt, however, that thi rapid
rate of expansion of demand for
petroleum and its products in the
period of the Korean hostilities has
now been reduced to a more normal
rate. Domestic demand in 1954 is
not expected to increase more than

| 4% over 1953 and exports are ex¬

pected to decline by almost 20%, resulting in an overall

James B. Black

R. S. Blazer
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increase of somewhat less than 3%. Stocks of gasolines
at the year's end stood at some 16% above the previous
year's levels and burning oils were also in long supply.
Economists seem generally agreed that industrial out¬

put for the new year will probably decline about 6% be¬
low the levels of 1953. The prospect for the oil industry
in 1954 is one of keener competition.

Within reasonable limits, increased competitive effort
should bring substantial benefits to the consuming pub¬
lic in the form of improved quality and services as well
as in lower costs. In the oil industry, however, demand
is relatively inelastic. It does not increase proportion¬
ately as prices are reduced. Moreover, in response to
requests by the government, reserve capacity in crude
oil production and refining of the order of a million bar¬
rels a day has been created. The vast capital expendi¬
tures required to meet this request and to provide facili¬
ties adequate to meet rising demand for improved prod¬
ucts have imposed a heavy burden on the capital re¬
sources of the industry, accompanied by an extraordinary
level of carrying charges, which must be met from cur¬

rent earnings. ■. " \ '

Under these conditions price cutting to uneconomic
levels will produce only waste and economic chaos.- The
answer to the industry's immediate problem of over-
supply lies, first, in a vigorous effort to find new mar¬

kets and new outlets for new and improved products
with such price adjustments as reduced costs and higher
volume may justify and, second, in a careful evaluation
by each individual operator of his market requirements
and the close adjustment of output to demand. :
In addition to temporary maladjustments in supply,

the industry must be prepared to meet other and perhaps
more serious challenges in 1954.
The problem of imports of foreign oil will require

thoughtful consideration to provide solutions which take
adequate account of the many complex issues involved.
The resumption of Iranian oil operations, if and when

it occurs, will seriously disrupt world markets unless
suitable arrangements are worked out well in advance.

No doubt the percentage depletion allowance and per¬

haps the basic pricing practices of the industry will again
come under political attack. It is to be expected also
that those who would impose additional governmental
controls and restraints upon the industry, will seize upon

every available excuse to further their purposes.

Self-discipline, industrial statesmanship and rigid ad¬
herence to the principles of free enterprise which have
inspired and guided the petroleum industry to its past
success will be its best reliance and surest hope in the
days ahead.

Richard A. Booth

RICHARD A. BOOTH

President, National Association of Mutual Savings Banks

President, Springfield Institution for Savings,
Springfield, Mass.

Mutual savings bank assets in 1953 topped the $27
billion mark for the first time in the 136-year history
of these institutions.
The past year has witnessed a deposit gain of $1.8

billion, or 8%, to reach roughly
$24V2 billion on Dec. 31, 1953. Divi¬
dends paid to savings bank deposi¬
tors during 1953 totaling $570 m llion
were at a markedly higher rate
than during the preceding year in
most of the 17 mutual savings bank
states. *

- Deposit gains in 1953 were slightly
greater than the $1.7 billion in¬
crease of 1952 and were the great-
esc since the wartime peak of $2
billion in 1945. However, deposit
growth appears to have leveled off

, during the year. For the first six
months, gains were well above the
increase for the corresponding pe¬
riod of 1952. The gains for each

month were the largest for any corresponding month
since compilation of monthly figures began in 1947, but
during the third quarter they fell about 10% below
those of a year ago. V

. :
1 The record of deposit changes during the year may
also be traced in the record ; of relative changes in
amounts deposited (excluding dividend credits) , and
withdrawn in regular accounts. After showing a greater
gain over last year during the first quarter in amounts
deposited than in withdrawals, the reverse was true in
subsequent periods. As a result, except in the first
quarter, the gap or excess of deposits over withdrawals
was less this year than in 1952. In other words, net new
money, received from depositors—in contrast to interest-
dividends credited to their accounts—has played a lesser
role in deposit gains beginning with the second quarter
of 1953 than it did a year ago.

During 1953, the number of accounts increased 2%,
to top 20 million for the first time. As in 1952, over
two-thirds the gain was in regular accounts, in contrast
to club and other special purpose accounts.
The year 1953 witnessed an increase in mortgage

holdings about one-eighth below the 1951 record gain
of $1,708 million but roughly at the 1952 level. Over
the first 10 months, gains in 1953 were running 2%
above those during the corresponding period of 1952.
Except in three scattered months last year, the monthly

gains were greater than those during the same month
the previous year.. These gains occurred despite the
lower level of construction activity in 1953 as compared
with 1952 and indicate the banks' active interest and
participation in their financing.
At the close of 1953, the savings banks' mortgage

homings had far outstripped their holdings of U. S.
Government obligations, whereas both were just about
equal at the opening of 1952. At the close of October,
mortgage holdings equalled over 46% of assets, the high¬
est since 1935, and holdings of U. S. Governments were

35%, the lowest since 1942. During 1953, government
bond portfolios showed a further decline, but it was less
than one-half the decrease of $384 million in 1952. Hold¬
ings of corporate and municipal securities also in¬
creased some $500 million, or one-sixth less than their
1951 gain. The difference in the 1953 pattern from that
prevailing in 1952 reflects the changes in relative yields
that occurred during the year.
Since the close of the war, savings bank deposits

have increased by more than one-half from the level of
$15.3 billion reached at the end of 1945. Mortgage hold^
ings are three times the 1945 figure of $4.2 billion, and
have risen from 25% to over 46% of assets, while hold¬
ings of U. S. Government securities, alter reaching :>12
billion in 1947, or 60% of assets, have declined below
the $10 billion mark of 1945 and are now three-fourths
of mortgage loans in both amount and percentage of
assets. 1 »

The basic problem faced by the industry in 1953 has
continued to be that of equalizing competitive condi¬
tions among the various classes of thrift institutions.
The year witnessed a continued high level both of na¬
tional income and of saving, but competition for the
saver's dollar increased. An effect of this competition is
seen in the fact that at mid-1953 the savings banks paid
depositors an average rate of 2.47%, in contrast to 2.38%
a year earlier. But they do not possess the power to
make available mutual savings bank facilities in states
which now lack such facilities. Even in the 17 s.ates

they now serve, they are restricted in their ability to
extend their activities to additional communities. The

savings banks are therefore continuing their efforts to
secure legislation for wider branch privileges, for ex¬

ample, in New York State. Thrift institutions as, a

group are also facing new forms of competition, notably
those involving security purchases by individuals. .',y.
Taxation remains a major problem. Conferences with

the Treasury have sought to clarify the law and provide
workable regulations. Upon these regulations and their
application to specific situations which arise, largely
depends the impact of the tax upon the banks and the
modifications which taxation makes in savings bank

Continued on page 38
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Continued from page 37
operating policies. These effects have by no means
crystallized to date. Another facet of the tax problem
to which savings banks are alert is the announced re¬
examination of the entire problem of taxation by the
new Congress. . inrn . . . ... ,

From a long-range point of view, 1953 is significant
for the attention paid to equity inv/estment Under the
authorization granted them in 1952, New York sayings
banks put in operation their own mutual fund designed
to facilitate such investment. Its initial success auguis
well for the future. Savings bankers hope by this and
other means to broaden the range of their investments,
and to find a partial solution to the problem of main¬
taining earning power adequate to help them meet the
increased competition that they face.
The outlook in 1954 continues favorable. Any re¬

cession in national income is likely to be of limited
rather than major proportions. Savings should continue
at a high level. ' , -

ANDERSON BORTHWICK
President, First National Trust & Savings Bank,

San Diego, Calif.

Business conditions during the year 1954 cannot be
isolated from the events of the past for the purpose of
evaluation. Only in our measurement of time is it pos¬
sible to turn over a new leaf when the clock strikes mid¬

night on Dec. 31. Our national econ¬
omy still rests on the foundation cre¬
ated in the years gone by.
Therefore, if we think of 1954 as

an extension of recent months, a
product of at least a decade or more
of time, rather than a brand new
chapter apart from history, then a
clearer outline of economic devel¬
opments over coming months will
perhaps emerge.
General business activity -in thej,

United States rose to an all-time
high in the second quarter of 1953.
Gross national product totaled $372.4
billion, up 7% over the 1952 aver¬
age; the Federal Reserve Board in¬
dex of industrial production reached

137 (1947-49= 100); and, new records were set in most
other segments of the national economy. . ;
It has been obvious for several months, however, that

this exceedingly high level of production, employment
and income could not be maintained without artificial
stimulants which the present Administration is reluctant
to impose. '
A moderate downward adjustment in economic activ¬

ity has been in progress since late August. But it is en¬
couraging that this retreat from a record peak has been
orderly. There are no signs of panic, and because this
adjustment has carried into 1954, it is safe to assume that
it will be the predominant force in business until per¬
haps mid-year.
It was a necessary adjustment because during most of

1953, and particularly in the second and third quarters,
production exceeded effective market demand. Further¬
more, the high level of demand which did exist was
based to a considerable extent On a continued expansion
of consumer credit.
Over the longer-term, however, these temporary weak¬

nesses in our economy will be more than offset by its
fundamental strength. The securities market has not re¬
flected the speculation which was perhaps an important
factor leading up to the depression of'the 1930's.
4 The American banking system is strong and appears
to command the full confidence of the public; a very

substantial backlog of liquid savings is available to con¬
sumers when their estimates concerning the most oppor¬
tune time to buy improves; and, in balance, it is easy to
cite sources of potential economic strength that far out¬
weigh present evidence of weakness.
The present challenge to business, labor, agriculture

and government is simple. The year 1954 should be a
period in which we prepare the foundation to a new
assault on yesterday's peaks in production, employment,
national income and sales to the consumer.

But the methods employed in this mighty effort are

vital to our future. It should be based on the production
of new and improved products which will appear to the
consumer; volume should be attained by a continued in¬
crease in our effective buying power which can only
result from greater efficiency on the parts of both man¬

agement and labor; and, if such progress is to invite
stability, there is no place for utilization of'marginal
credit, unnecessary government spending or monetary
and fiscal policies designed to create a wave of inflation.
My own confidence in the innate capacity of the

American people for exercising good judgment and
common sense leads me to voice the opinion that 1954
will be unspectacular, but nevertheless filled with ac¬

complishment.
The downward tendencies that will persist until the

end of the second or third quarter in most lines of busi¬
ness will increase the efficiency of both management and
labor and these gains will accrue to the benefit of the
consumer. Production, employment and income will re¬
main at a satisfactory level—off not less than 5 or more

than 10% from the 1953 average.

Composite price indices may reflect remarkable sta-
but fluctuations of individual commodities and

individual items of manufactured goods will make nrices
an important factor in business.

The demands of the Federal Government for new

money, and the task of refunding maturing obligations
seem to assure a relatively easy money market. Interest

rates, at least for the immediate future, seemed to have
receded from the peak of several months ago.
And, insofar as the corporate executive, charged with

the responsibility of doing business in this economic
climate is concerned, this final projection: While it is
true that some decline in aggregate business activity is
indicated, it is safe to assume that more alert and aggres¬
sive managements will continue to set new records.

E. O. BOSHELL

President and Chairman, Westinghouse Air Brake Co.

Westinghouse Air Brake Company, founded in 1869,
supplies the railroads of America and foreign countries
with a wide variety of braking equipment and signal
systems. We believe that railroad freight car orders and
replacement parts will produce a
steady, substantial business for its
Air Brake Division in 1954. We feel
that the potential of an expanding
foreign market for air brakes, espe¬
cially in South America, is also en¬
couraging:
As an acknowledged leader in the

railroad equipment field, we are

confident that this industry which is
our biggest customer is facing a fine
future. Our research activities for
new and better products in this
promising field have been greatly
expanded and intensified..
We feel especially that the econ¬

omies and efficiencies available to 1 E. Boshell
the railroads through the growing
use of centralized traffic control systems, retarder and
control equipment for classification yards, as well as
other signaling and communication devices supplied by
our Union Switch and Signal Division, will produce an
expanding market in this field.
To make better use of Westinghouse Air Brakes'

working capital, we have gone into the earthmoving"
^business via the purchase of LeTourneau-Westinghouse
Co.; the portable compressor, air tool and engine field
through the purchase of Le Roi; and the portable drill¬
ing rig business by the acquisition of the George E.
Failing Co. We anticipate substantial growth in these
businesses, which serve many important and growing
industries such as the construction, mining, petroleum,
agriculture, and others. Another subsidiary, Melpar,
Inc., which serves as our central research laboratory, is
also an important factor in development Work for the
government. ,

Westinghouse Air Brake Company's business in 1954
should be divided about equally between the railroads
and other industries. This year should also see an accele¬
rated coordination and integration of our diversification
efforts. It will be our first full year of business activity
with all of these companies contributing.
We look forward confidently to a substantial growth

which will provide better products for our customers
and greater security for our stockholders. V

THOMAS C. BOUSHALL /

President, The Bank of Virginia,
Richmond, Va. '

No matter how one reads all the forecasts for the com¬
ing year, the worst expected effect seems to be that 1954
will be the third best year in American history. Since
1953 has been the best, it is characteristic of us all that

we want no backtracking in our dy¬
namic economy. Hence there is some

gloom, though no apparent despair
about the next 12 months.
There are some,v specific points '

which should be kept in mind dur¬
ing 1954: ,

First, that under no circumstances
should American business look to
the Federal Government to put this
country back on the road to an ex- ;
panding economy. We must do .it
ourselves . under an Administration ;

sympathetic to the business leader- >

ship'of this country. * , . j
Second, that business must go. out ■

with increased effort and sell the ;

American people and the world at

large the products of our plants.
i Third, that banking must stand ready to supply all the ;
sound financing needed to round out the cycle of pro¬
duction, distribution, and consumption. (

Fourth, that there can be no better way to raise take- (

home pay than through a reduction in income tax, thus ;
putting money in the hands of 160 million people to
spend as opposed to a few bureaucrats.
Fifth, a recognition of the fact that the best way to

stimulate consumption is the reduction of prices ad¬
justed to a cost of production which must and should be
lowered as a result of (a) reduced taxes; (b) elimination
of overtime; (c) increased efficiency through added me¬
chanical and automatic processes.

Sixth, that the business genius of our country will con¬
tinue to bring out new products and increase the quality
of existing goods while reducing prices, thus creating a
demand for the new and finer goods at lower prices.
It may well be that a year from now instead of look¬

ing back upon 1954 as an unpleasant year of adjustment
following an unhealthy inflation, we may see a new solid
floor laid down from which we shall go on building up
an economy able to expand on a permanent basis.
The opportunity and the potential prospect are indeed

challenges to all elements in the American scene.
Within this area of so great a potential, the bankihg~

business is ready to give a stalwart account of itself.

Thomas C. Boushall

Emerson S. Bowers

EMERSON S. BOWERS

Treasurer, Atlantic Gulf & Pacific Co.
For several years past we have pointed out that the

outlook for our industry is linked to the growth and
development of our country and, consequently, we were
optimistic about our future welfare. But, we should
like to reemphasize what we said
last year that, while multi-billions p
are being spent for national defense |
a vital part of that defense, the im- jg
provement of the nation's harbors
and channels, is being all but elim¬
inated in the name of economy. Con¬
sider these figures. The "Civil Func¬
tions Appropriation Act, 1953" to¬
taled $584,061,600; for the 1954 fiscal
year $440,093,600, a saving of $123,-
968,000 in conformity with the Ad¬
ministration's program of economy.

But, in the 1954 Act only $3,144,000,
a little less than three-fourths of 1%,>
is provided for only eight harbor and
channel improvements throughout
the nation, while almost $50 million '
is provided for the McNary and Chief Joseph Dams. It
is dfficult for us and many others in the marine field
to understand such discrimination. This great dispro¬
portion was approximately the same for the 1953 fiscal
year. The drastic curtailment of river and harbor devel¬
opment which we expected to be an emergency measure
continues and becomes more severe. We believe that
this neglect is harmful to the nation.
During his campaign President Eisenhower said, in

part, in the magazine section of the Nov. 2 New York
"Times" that, "The basic long-term issue of this cam¬
paign is between two totally different concepts of Ameri¬
ca and two totally different estimates of the American
people.
"On the one hand, there is that school of thought

whose spokesmen regard America as finished: a 'mature
economy': a land of closed frontiers.
"There is another and opposite school of thought and

of action. ... It regards America not as a dead end but
still at its beginning, in its youth. . . . America is far
from a 'mature economy'."
Indeed, America is far from a "mature economy." But,

it is undeniable that the development of harbors and
channels, vital both in peace and war, is being neglected
and is falling far behind other national growth.
On Nov. 4 last, the President also said: "It was up to

the party in power to carry out a sensible program of
progress that the American public will approve." Is it
part of a sensible program of progress, at any time, to
all but eliminate river and harbor development which
means so much to the nation, both during peace and
war? Of course, this means inactivity and unemploy¬
ment in our industry. Jt is indeed an anomaly that idle
men and equipment and undeveloped projects with great
potential benefits should go hand in hand.
As harbor and channel development is a Federal func¬

tion and as all our plant is designed for that purpose
we, unlike other construction industries, cannot diver¬
sify. We reaffirm, that until a reasonable annual pro¬
gram of harbor and channel development is resumed
our outlook is far from what it should be.

LYMAN B. BRAINERD

President, The Hartford Steam Boiler
Inspection & Insurance Co.

Based on the industrial forecasts being made for
1954, the year should prove to be a satisfactory one for
boiler and machinery insurance. Totals of both written
and earned premiums recorded in 1953 are reported to

have established new high records.
However, it is entirely possible that
these records may be equaled or
even exceeded in 1954, because dur¬
ing the year there will come up for
renewal the unusually large volume
of business put on the books in 1951
in the form of three-year policies.
Some business indices have indi¬

cated a slight slackening off in the
industrial pace. As yet, this has not
made its effects evident in boiler and
machinery insurance. The demand
for high insurance limits continues
strong. Possibly as a result of one
or two very large business interrup¬
tion losses resulting from catastrophic
fires in manufacturing plants, there

is a noticeable tendency on the part of many cbr-
porations to re-examine the use and occupancy limits
under their boiler and machinery policies from the
standpoint of testing their adequacy. But since, gener¬
ally speaking, most manufacturers seldom manage to
keep the upward adjustment of use and occupancy limits
fully abreast of exposure during periods of rapidly in¬
creasing business activity, it would take quite a sub¬
stantial softening in business to bring exposures down
to such an extent that present use and occupancy limits
would represent any degree of over-insurance.
The losses incurred under boiler and machinery poli¬

cies can be said to have stayed within bounds during
the past two years. This can be attributed in large meas¬
ure to the accident-prevention service provided by the
inspecting and engineering facilities of the insurance
companies, which service promises to be of ever-increas¬
ing importance to policyholders as investments in and
capacities Of power units keep increasing. It is gener¬
ally recognized by operators of power equipment that,
regardless of the adequacy of insurance coverages and

Lyman B. Brainerd
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limits, it is far better for any concern not to have an

accident, for when accidents cripple production there
are always intangible losses which no insurance can be
designed to cover.

While volume in the line seems destined to continue
high, so do expenses of doing business. The cost of
materials needed for rehabilitating property damaged
by accidents seems still on an upward trend. The same
-situation prevails with respect to all the many other
items of expense, including that of travel, incident to
-the operation of a service organization such as a boiler
.and machinery insurance company. The prospect of
-this cost trend continuing is causing managements of
the companies no small concern, for they are keenly
I conscious of the need for maintaining a margin be¬
tween income and outgo sufficient to permit establish¬
ing reserves with which to meet losses of the jumbo size
to which present high limits of insurance constantly ex¬
pose them.

Volume should keep up, although with a decline in
i industrial production, the rate at which earned pre¬
miums have lately been increasing from year to year
may well fall off somewhat. In summary, 1954 promises
to be a good year for the industry, provided incurred
losses and expenses of doing business stay within rea¬

sonable limits.

JOHN T. BROWN

President, J. I. Case Company
We believe that 1954 can best be described as a year

of opportunity for the farm machinery industry. The
farmer will be very much interested in doing anythinghe can to reduce his costs of operation or increase the

yield from his acreage. Selection and
use of the proper farm machinery
is one of the best ways for the farmer
to accomplish his objective.
The need for continued high pro¬

duction of farm products in order
to provide the necessary food and
fibre for a high standard of living
is an acknowledged fact. It follows
that there will be a great need for
large quantities of quality farm
machinery.
Historically, the farm equipment

industry has always been a highly
competitive business. There is every 1
indication that this condition will
again prevail in 19C4. Therefore,
how well we do in the coming year

will depend a great deal on our own efforts and whether
or not we are willing to work hard and do those things

John T. Brown

which are necessary to effectively make the best of our
opportunities.
Sales are going to be made on the farm and by the

retailer who studies the farmer's requirements and offers
him the machinery which will be helpful to the farmer.
Recent figures released by the U. S. Department of

Agriculture indicate gross farm income for 1953 was at
a very high level.
There are a tremendous number of farms where addi¬

tional machinery, new machinery and different ma¬

chinery will enable the opeprator to reduce his costs and
increase his yields. With the American farmer's attention
focused on improving the efficiency of his operation,
1954 is really a year of opportunity for all those involved
in the farm equipment industry.

PRENTISS M. BROWN

Chairman of the Board, The Detroit Edison Co.

I approach the customary year-end business review
and forecast sweepstakes with seemingly conflicting
viewpoints. As a longtime members of a political party
presently out of office, with an election in the offing,
it is expedient and reasonable to

emphasize the current drop in the
many indices of business. As head
of a large electric utility whose
habit is to double its business every
10 years, it is equally suitable and
reasonable to approach the subject
in an optimistic light.
The two seemingly conflicting ap¬

proaches are reconcilable. The pes¬
simistic outlook is for the short term
and the latter or the utility approach
is necessarily of a long term nature.
Thus, consciously or subconsciously,
I find myself lined up with the
majority of professional economists
who are predicting a moderate
short-term recession and a rosy
long-term outlook.

There will be some slowing up in Detroit Edison's
rate of growth in 1954 but this is to be expected in view
of the gain in 1953 being at a rate twice normal (7%
compounded annually). Fortunately we are in a busi¬
ness that has never been directly threatened with three
of the vulnerabilities to business existing today—ex¬
cessive inventories; too much credit expansion; and
declining farm income.
The percent of electric revenue received from the

domestic class of service to total revenues is higher for
Detroit Edision than, it is for any of the utilities serving
the larger metropolitan communities. This backbone
business (38% of total) will increase in 1954 even if

Prentiss M. Brown

the threat of a temporary saturation of housing and
consumers durables demand materializes. In a sense

we will be able to grow off the fat of 1953. Our exist¬
ing customers added many high usage appliances during
1953 and the gain in domestic customers was 48%
more than in 1952.

Our industrial sales are estimated to be greater in
1954 than in 1953 even after allowing for a 10% de¬
crease in automobile production. For years the Detroit
area has been fabricating much more steel than it pro¬
duced. The gap has been narrowing each year and the
trend toward greater area self-suffciency in steel pro¬
duction will be given even greater impetus in 1954.
A review of the long term outlook with special em¬

phasis on capital improvements is of more interest to
me as my activities during the past 12 months have
been centered in this field. With my associates, I have
sold securities equal to $200,000,000 or one-fifth of a

billion dollars to finance such projects. Some of this

money has gone or will go for power plants and the
other items necessary to generate and distribute elec¬

tricity. Two of the projects are of special interest be¬
cause they required political acceptance to accomplish.
One is the building of my company's electrical inter¬
connection with the Province of' Ontario. This will

prove of great benefit to both United States and Canada.
The »second project is the securing of funds to build a

much needed bridge linking the two peninsulas of the
State of Michigan. This was done by the sale of rev¬
enue bonds by the Machinac Bridge Authority, a com¬

mission set up by the state. The electrical intercon¬
nection project and the bridge can be considered pri¬
vate capitals' answer on a local basis to several problems
facing the country today i. e., government in business;
high taxes; and how to replace decreasing defense ex¬

penditures in the national economy.
In closing it can be argued that the expected deep

postwar recession that has never come is being actually
prevented by the widespread fear by everyone of such,
an eventuality, and the actions thereby engendered. It
is now hoped that our salesmen friends will come out
of their 10 year hibernation in 1954 and delay the ex¬

pected even longer Or possibly eliminate it altogether.
Continued on page 40

At the PEAK of the Industrial South • • •

THE Virginia Electric and Power Company provides Electric Power to about
600,000 customers within its service area embracing most of Virginia and parts

of West Virginia and of North Carolina — "historyland" for thousands of
vacationers the year round who come to study and to relive a period of American
history so basic to our continued happiness and to the preservation of our

economic system of Free Enterprise.

Predominantly agricultural at one time, this area is now dotted with a

diversity of substantial industries which provide stable employment the year

round and otherwise contribute to its sound economy and progressive develop¬
ment. These industries have found here— i

... an abundant supply of raw material; ample and depend¬
able electric power; plenty of water and nearby fuel supplies;
a year-round climate favorable to industrial operations and
an abundant supply of good native labor; also excellent
transportation facilities, including the unequalled ports of
Hampton Roads, for reaching the markets of the world with
the finished product.

Our people and governing bodies are conservative with a friendliness toward
industry born of an ingrained belief in the American system of Free Enterprise.

Vepco is actively inviting other industries to come and see, and consider
the advantages here for their future progress and development.

1 For further information, write

our Area Development Department at Richmond, Va.

VIRGINIA ELECTRIC AND POWER COMPANY
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Continued from page 39

7 ' ; ; ;/ . JOHN M. BUDD V . ■ v,r.A.
President, Great Northern Railway Company > U > :

1

We have just completed a very successful year for 1953
arid look forward to 1954 with cautious optimism. Our
cautious optimism is based on the general outlook at

this time and the expanding terri¬
tory served by the Great Northern.
The Pacific Northwest is expand¬

ing rapidiy! Water power has brought
industry to the intermountain region
of Eastern Washington, Idaho and
western Montana. As evidence—the
Aluminum Company of America has
completed a new aluminum plant
near Wenatchee, Wash., and the Ana¬
conda Copper Mining Company is
constructing another on Great
Northern's main line in Montana.
Irrigation projects are bringing more
lands into concentrated agricultural
production at several points. The
largest of these >in our territory is
the Columbia Basin project in cen¬

tral Washington west of Spokane with large acreage
adjacent to our line now in production.
< A change in the economy of North Dakota through
oil developments already is becoming noticeable. Lignite
and other minerals offer unlimited opportunities in this
area. The rich Red River Valley in North Dakota and
Minnesota is as fruitful as ever. A third large beet
sugar plant served by the Great Northern is now under
construction in the valley. Iron ore continues as an
important commodity on the eastern extremity of the
railway and we are looking to a good iron ore move¬
ment in 1954. Indicative of our faith in future business
conditions is the fact that our Board of Directors in

October, 1953, authorized the expenditure of $6,356,000
fot 37 additional Diesel locomotives and $6,000,000 for
dome cars for our "Empire Builder."

■ Crops, of course, are very important to the Northwest
and are dependent upon climatic conditions. The mod¬
em farmer with diversification, mechanical production
methods, better seed and more chemical fertilization is
better fortified against adverse conditions than the
farmer of a few years ago.

-• Morale and esprit de corps are important in any

organization but I believe more so in a railroad with its
far flung organization. With our organization and its
ifiodern physical plant I believe we will handle our

share of the business in 1954 in an efficient manner and
meet any problems which may arise.

HARRY A. BULLIS

Chairman of the Board, General Mills, Inc.

Like the weatherman, our economists can't be wrong
all the time. They have been predicting changes in the
economic weather. There are a few clouds on the

Kdrizon, but the rainy day is still in the future. Most
economists agree on a prediction of
rftild recession in 1954. We know

that business cannot go on expand¬
ing indefinitely without any setback
of catching up periods. There have
already been adjustments in some

industries. We can expect other ad-'
justments to take place during the
coming year.
National production and economic

activity has been at very high levels.
A mild recession could be inter¬

preted to mean a decline of 5% to
10% from the very large second
qiiarter of 1953 when Gross National
Product reached $372 billion. This
would still leave us above the 1951 * - -

lefvel of activity. The small decline Ha,ry A*
in Gross National Product in the third quarter of 1953
was largely attributable to a slowing up in inventory
accumulation. Total business inventories showed a de¬
cline in October for the first time in nine months.

As yet, personal consumption expenditures* have
shown no signs of falling off. During the third quarter
of 1953, people spent considerably > more money than
dtiring the third quarter of 1952. Mass purchasing power

is higher than ever before. ~

Barring unforeseen international developments, it
seems to me that the most important overall factors
in the business situation are Government financing and
mass purchasing power.

It looks as if money, rates will continue, relatively easy

during 1954. This will facilitate the Government's huge
refinancing program, involving some $40 billion of mar¬
ketable securities, $8 billion of savings bonds and $20
billion of short-term obligations. In addition, any fiscal
deficit will have to be financed and may amount to per¬

haps $5 billion. The size of next year's budget depends
in a large measure on expenditures for defense. While
the amount will be pared down, it will still be high. The
result of the Government financing program will prob¬
ably be mildly inflationary.

Mass purchasing power is augmented by consurLer
credit whicn expanded by about $4 billion during the
past year. The increase was largely in installment

credits. Nearly two-thirds of the increase was in auto¬
mobile financing. . k A *
Total consumer debt is about $28 billion, having in¬

creased $23^ billion since the end of World* War II.
This large burden of debt might be alarming were it
not for the fact that consumer savings have increased
from a little under $97 billion in 1945 to a total of about
$252 billion. About half of these large savings is liquid—
in the form of cash in banks and Government savings
bonds.

It would seem that 1954 will see a large supply of
both credit and money, which should continue to gen¬
erate a high level of business activity. This conclusion
is predicated on a reasonably high level of employment.
In my opinion, employment will continue on a high

level in 1954. I am not overlooking the fact that un¬
employment has increased in the last few months. The
workers who have been released by the seasonal swing'
in agricultural employment have not been absorbed by
industry. The number of non-agricultural workers did
not show appreciable change during the fall months.
According to the Department of Commerce total unem¬
ployment ih November was 2.3% of the labor force.
Expenditures for plant and equipment have been high

all through 1953 and the forecast for the first quarter of
1954 indicates little change. New construction was ex¬

ceptionally high in 1953 and bids fair to continue high
well in 1954. According to recent surveys, industry
plans to spend almost as much for plant and equipment
in tne first quarter of 1954 as in the last quarter of 1953.
Production of automobiles and steel will probably be
lower than in 1953, but there is no evidence of a severe
decline. For instance, automobile production is expected
to be 5 to 5j/2 million passenger cars as compared to 6
million in 1953. Steel production in 1954 is expected to
be 95 to 100 million tons, or perhaps about 80% of ex¬
isting capacity. In the year just ended steel production
was about 112 million tons, or 95% of capacity.
As long as activity in construction and the heavy in¬

dustries remains high, employment will be at a fairly
satisfactory level.
The wholesale price index has been relatively stable

for several months. Declines took place in prices of agri¬
cultural products, while prices of manufactured products
increased sufficiently to compensate. I do not look for
an early resumption of the decline in wholesale prices
which was in evidence a year ago, but we may see fur¬
ther weakness in prices if business inventories resume
a high rate of increase and agricultural surpluses pile
up next fall. . : • * •

. Our farmers were hurt last year by the drop in farm

prices. However, prices for farm products have been
better recently and acreage restrictions may keep sur¬

pluses from growing larger in 1954. We hope that an

agricultural program will be worked out to give the
farmer reasonable security and reasonable purchasing

power, while also assuring consumers of a plentiful food
supply..'. .y;_ - ' ,;.■■••. ' y;. . \ 7A Ay A ,A;; , .A A7 - ;A '
Corporate earnings are holding up well. They were

somewhat higher in 19'53 than in 1952, but most of the
increase goes to Uncle Sam in the form of taxes. With
relief from the excess profits tax, the business climate
will be improved and I hope there will be more money

to re-invest for new equipment and new plants. Every

year the labor force increase and corporate expansion
provides most of the new jobs. Re-investment capital
is a source of funds for business expansion. y

The consumption of electricity continues to increase
and an estimated increase of 7% or 8% is expected in

1954. The oil industry will undoubtedly continue to*,
expand even, though stocks are somewhat heavy at the

present time. Some of our large chemical companies are

planning for increased business during 1954.
I am not overlooking the less optimistic factors in our

economy. The leveling off in defense expenditures and
the reduction in foreign aid are inevitable. As Govern¬

ment-spending declines, production will drop unless
business spending and consumer spending together with;,
increase in private "foregin trade can take up the slack.
If consumers should become fearful and defer pur¬

chases of consumer durable goods, automobiles and

houses, a serious situation could develop. Business must
recognize the fact that we are no longer in a sellers'
market. We need to gear our selling to meet new de¬

velopments. Consumer wants are unlimited and they
can be made to grow even faster than the growth in

population. New products, better -products and more

efficient distributing methods will give people more for
their money. Here we have one of the keys to con¬

tinued prosperity.

My reasonably optimistic view of what is in store for
our economy in 1954 is, of course, based on the assump¬

tion that there will be no deterioration in world affairs

during the coming year. ,

I believe we are warranted in concluding that business
will be quite good during 1954, although it may be re¬

duced under the peak levels of 1953. Money will con¬
tinue to be in plentiful supply; employment will be
active and individual purchasing power will be high.
The so-called "rolling readjustments" which have taken
place in some industries undoubtedly will continue.

Hugh Butler

These will probably amount to what our economists call
"mild recession." .. A--A;, * '-'A,'y . A
r There will' be keener competition' and greater em¬
phasis on efficient-merchandising. I believe our scien¬
tific ingenuity in research and production will bring
new products and improved products to the people of
America.

The efforts of President Eisenhower and the Admin¬
istration to reduce expenditures and balance the budget
indicate a trend which is basically sound. Tax reduc¬
tion will transfer spending power from the Government
to the people. I have great faith in the American peo¬
ple and I have equal faith in American businessmen to
adapt themselves to changing conditions which will
confront them in 1954.

HON. HUGH BUTLER

U. S. Senator from Nebraska

On this occasion it is a real pleasure to extend greet¬
ings and best wishes to all readers of the "Commercial
& Financial Chronicle" for a successful and prosperous
1954. For many years the American people have been
subjected to a stream of official
propaganda to the effect that the
American economic system could not
function or survive unless it was

supported by massive government
spending, constant government in¬
terference and intervention in every-

phase of the economic system, and
steadily increasing debts and taxes.
We have just completed the first

year of an Administration which has
utterly rejected this reckless phi¬
losophy. This new Administration
has been making a valiant effort
to put our financial house back in
order, to curb the virus of Federal
handouts, and to make the kind of
savings in expenditures which will
permit essential tax reductions. In this effort it has met
with an ever-increa«dne measure of success.

As a member of the Senate Finance Committee I in¬
tend to do everything I can to further policies along
those lines.
If I were to select one message to leave with your

readers, I would emphasize the basic importance of re¬
ducing Federal expenditures as the key to many of the
Federal policies. Without major reductions in the rate
of Federal spending, it will be difficult or impossible to
bring into being sound credit policies, a balanced budget,
and worthwhile tax reductions. On behalf of all those
of us who feel that our financial soundness may well
determine the future of our nation, I urge all your
readers to support this effort to hold down Federal
spending.

HON. HARRY F. BYRD

■^AV.'Aa.'..:4" S. Senator from Maryland
~A Chairman, Committee on Finance

The first Eisenhower budget will be submitted to Con¬
gress and the country on Jan. 21. Two principal pledges
of the Eisenhower campaign were to clean up the fiscal
mess in Washington and balance the budget.

The President's request in his
State of the Union Message for rais¬
ing the debt limit indicates contem¬
plation of more deficit spending. ?

A. It is my considered judgment that,
if President Eisenhower's first budget
is out of balance and the debt ceiling
is raised, the budget will not be
balanced during his Administration.

; This would mean renewral of def¬
icit financing and continuation of
the fiscal mess of the previous Ad-

; ministration which was characterized
by declining value of money and the
other hazards of fiscal irresponsi-
bility.'-A'" :•
In tvis situation, the proposal to

Hamr F. B*rd raise the debt limit from $275 billion

to $299 billion assumes great importance. In the first
place, there is no need for the increase during the cur¬
rent fiscal year, ending next June 30, according to the
Treasury's own figures. In the second place, to grant it
for next year would invite extravagance in action on the
new budget. '

During the past six months the debt ceiling has been
an effective instrument for reduction of Federal expend¬
itures. Since the Senate Finance Committee tabled this

proposal to raise the debt ceiling last August, Federal
fiscal officers have reduced expenditures nearly $2 bil¬
lion under the estimate. They deserve commendation
for this achievement which proves that the Executive

Branch is capable of exercising substantial control over
spending by its agencies.
As a result of these reductions, the Treasury's position

in the second half of the year, between now and June 30,
will be better in every month than was estimated last

August when the proposal to raise the debt limit was
submitted. And revised official estimates now indicate
the Government will end the fiscal year with operating
room of $9.5 billion in cash balances and unused bor¬
rowing authority.

Continued on page 42

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



Volume 179 Number 5292 . .. The Commercial and Financial Chronicle
(293) 41

$79,800,000 Mackinac
Bridge Authority
Bonds Marketed
Public offering of $79,800,000

Mackinac Bridge Authority 4%
Bridge Revenue Bonds, Series A,
dated July 1, 1953 and due Jan. 1,
1994 was made on Jan. 18 by an

underwriting syndicate of approx¬
imately 160 members under the
co-management of Union Securi¬
ties Corporation, Allen & Com¬
pany, A. C. Allyn and Company,
Incorporated, and Stifel, Nicolaus
]& Company, Incorporated. The
bonds are priced at 99% and in¬
terest. The Mackinac Bridge Au¬
thority is an Agency and Instru¬
mentality of the State of Mich¬
igan ; the State has appropriated
funds from Highway Department
revenues in sufficient amounts to

pay all expenses of operating, re-
pairing and ; maintaining the
bridge until the bonds are re¬

tired,.- subject to a limitation of

$417,000 in any year. ; ;V-\y . -
•\ The bonds were awarded to a

group comprising the four . co-

managers on Dec. 17, 1953. The ♦

group was also awarded on Dec.
17 an issue of $20,000,000 Mack¬
inac Bridge Authority 514%
Bridge Revenue Bonds, Series B,
due Jan. 1, 1994 but no public of¬
fering of the Series B bonds is
contemplated at this time. 4
Net proceeds from the sale of

the Series A and B bonds will be
used to finance construction of a

vehicularbridge across the Straits
of Mackinac. • - V
The bridge will be the sole ve¬

hicular crossing of the Straits of
Mackinac, which separate the Up¬
per and Lower Peninsulas of the
State of Michigan. It will extend
from Mackinaw City in the Lower
Peninsula across the Straits to a

.point near St. Ignace, Michigan,
a distance of nearly five miles.
The bridge, which will supplant
inadequate ferry facilities, is the
culmination of exhaustive studies
conducted since 1920 and will be
a four-lane structure. Contracts
for the construction of the bridge
foundations have been awarded to

Merritt-Chapman & Scott Corpor¬
ation and for the construction of
the superstructure to American
Bridge Division, U. S. Steel Cor¬
poration. The bridge is expected
to be opened to traffic on Nov. 1,
1957.
The Series A bonds are accord¬

ed priority over the Series B
bonds wtih respect to the payment
of interest, and, as long as any
Series A bonds are outstanding,
the entire amount of excess funds
available for redemption must be
applied to the retirement of the
Series A bonds. According to the
traffic engineers' estimates, based
on their projections of probable
traffic and revenues, all of the
Series A bonds will be fully paid
off by 1974.

• Under State law, the Mackinac
Bridge Authority must charge
sufficient tolls to provide for the
payment of principal and interest
on all Authority bonds, any ex¬
penses not cared for by the high¬
way department, and the creation
of reserves for such purposes.
Net toll revenues of the bridge-

during 1958—the first full year of
operation—are estimated by the
traffic engineers at $5,935,000,
with a gradual growth thereafter
to $10,851,000 in 1974, the year in
which the Series A bonds are ex¬

pected to be finally retired from
redemption funds.
The bonds are redeemable by

call at prices which range down¬
ward from 108%, or by market
purchase. /

Among other members of the
underwriting syndicate are: Ira
Haupt & Co.; Hayden, Stone &
Co.; Hirsch & Co; Jones, Kreeger
& Hewitt; W. C. Langley & Co.;
Blair, Rollins & Co. Incorporated;
Dempsey-Tegeler & Co.; R. W.
Pressprich & Co.; Dean Witter &
Co.; Bache & Co.; Dempsey &

Company; Francis I. duPont &
Co.; Johnston, Lemon & Co.; Wm.
E. Pollock & Co., Inc.; Reynolds
& Co.; Salomon Bros. & Hutzler;
Townsend, Dabney & Tyson;
Tripp & Co., Inc.; Auchincloss,
Parker & Redpath; Gregory &
Son Incorporated; The Ohio Com¬
pany; McDougal & Condon, Inc.;

Hayden, Miller & Co.; DeHaven
& Townsend, Crouter & Bodine;
Byrne and Phelps Incorporated;
Crutten & Co.; Foster & Marshall;
Leedy, Wheeler & Alleman Incor¬

porated; Merrill, Turben & Co.;
The Robinson - Humphrey Com¬
pany, Inc.; Scott, Horner & Mason,
Inc.; Talmage & Co.; Green, Ellis

& Anderson; Atwill and Company;
Clayton Securities Corporation;
Dreyfus & Co.; Eldredge & Co.
Incorporated; The First Cleveland
Corporation; First Securities Com¬

pany of Chicago; Wm. P. Harper
& Son & Co.; W. E. Hutton & Co.;
Mason - Hagan, Inc.; Mullaney,
Wells & Company; Roosevelt &

Cross Incorporated;
Walker & Co.

and G. H.

With Thomson, McKinnon
(Special to The Financial Chronicle)

LIMA, Ohio — Alvin A. Fosse
has joined the staff of Thomson &
McKinnon, 121 West High Street.

It is now 75 years since the first bar of Ivory
Soap was made and sold by Procter & Gamble.
Today, Ivory is one of the oldest, most famous and
most successful soaps in all the world.

Year after year, we have kept this product young
and growing—in one of our country's most com¬

petitive fields. One reason is that Ivory Soap has
been improved time and time again over the years—

despite the fact that housewives were always well
satisfied with it as it was!

t. •

The babies used in Ivory advertising, decade
after decade, never seem to grow old. We like to feel
that the Company, too—for all its 117 years —enjoys
the same sort of perennial youthfulness.

To us at Procter & Gamble each succeeding
year is not just one to be added to our long history,
but one in which to reassert our youth, by introduc¬
ing new and better products and by making every

Procter£Gamble

possible improvement in our existing brands;

By striving constantly to give the nation's house-
wives the finest possible soaps, detergents and short¬
enings, Procter & Gamble has been able to enjoy
steady, healthy growth for many, many years. This
growth and progress, in turn, has enabled the Com¬

pany to become a leader in providing Guaranteed
Employment, Pension and Profit-Sharing Plans and
other benefits by which our employees may share
directly in the Company's continuing success.

k
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Allard A. Calkins

Continued from page 40
ALLARD A. CALKINS
Chairman of the Board,

The Anglo California Nat'l Bank of San Francisco
As 1954 opens, there are many indications that a re¬

adjustment in business is under way. Railroad car-
loadings for a number of weeks have been moderately
below the levels of 1951 or 1952. The Federal Reserve
index of industrial production has
sagged since mid-1953 from 240 to
228 in November, influenced heavily
by decline in the durable goods com¬
ponent from a high of 328 in March
to 299 in November. Total business
inventories increased rather steadily
during 1953 by about $5 billion,
while sales failed to increase corre¬

spondingly and were in a definitely
declining trend in the latter months
of the year. New orders are reported
to be below shipments so that back¬
logs are declining for many manu¬
facturing companies. Significantly,
average hours worked in selected
industries declined from an average
of 41.1 in November 1952, and a

monthly average of 40.7 in 1952, to 39.9 in November,
1953. Expenditures on new plant and equipment re¬
mained at high levels and attained a new high in each
of the first three quarters of 1953. With plant expansion
projects under the defense program approaching com¬
pletion the prospects favor some decline, but nothing
like a collapse. Agricultural income declined appre¬
ciably, about 5%. in 1953, influenced by generally lower
and declining prices for farm products.
Most of these fascinating statistics are to be found in

the excellent publication, "Economic Indicators," pre¬
pared by the Council of Economic Advisers for the Joint
Committee on the Economic Report. The Congress and
the Administration will be keenly aware of these trends
in our economy and politico-economic measures may
be expected which will be designed to counteract ad¬
verse trends and to prevent them from going to such
lengths as to cause great distress. We are in new eco¬
nomic territory at the culmination of this prolonged
wartime and postwar boom and it remains to be seen
whether the new environment will, as so many econ¬
omists and businessmen expect, modify the severity of
the adjustment from boom levels. Never before have
we had a tax structure that forced the U. S. Treasury
to share in the adversities of business to the extent that
will now be the case; never before have we had unem¬
ployment insurance to cushion the financial shock of
recession as it affects the very people who, as producers
and consumers, make our mass-market economy pos¬
sible; never before have we had the present philosophy
of management to keep people employed, at reduced
hours if necessary, but on the payroll as long as pos¬
sible; never before have we had so little speculation
and such sound personal and business financial positions
at the peak of a boom.
There is no apparent possibility that the business

readjustment will involve a drastic liquidation such as
has characterized some recessions in the past. The Fed¬
eral Reserve System's powers to adjust the supply of
money and credit are greater and better understood by
bankers and the financial leaders of business than ever

before. Fiscal measures cannot prevent a needed cor¬
rection of business imbalances, but they can prevent
extreme financial pressures that have heretofore led to
panics. Mortgage lending on an amortization basis, con¬
sumer instalment financing related to financial ability
of the borrower and business lending on a discriminating
basis in the recent years are elements of strength in
the financial picture.
We expect some decline in commercial loans during

1954 as a natural result -of inventory -reductions and
curtailment of expenditures for new plant and equip¬
ment by business concerns. We expect a leveling off in
the heretofore rising volume of consumer credit. Com¬
mercial deposits may decline slightly but savings de¬
posits we believe will continue to increase as individuals
continue to fortify themselves against possible personal
adversity. Total bank' deposits are closely related to
total loans and investments. They are therefore influ¬
enced by Federal Reserve and U. S. Treasury policies
and these agencies are under the mandate of President
Eisenhower to work harmoniously together for the good
of the country. That their joint policies will provide
adequate credit for .the needs of the economy is a fore¬
gone conclusion and any contraction in total loans and
investments of banks, and hence of deposits, will be
nominal.

The American businessman is the unrecognized hero
in the battle that has conquered inflation. With his
genius to create production he has built plants that are

capable of supplying all legitimate defense needs, plus
consumer demands—and more. The readjustment period
we face is one of increasing competition to distribute the
product more widely and to meet consumer desires
beyond basic needs—the new home in the suburbs, the
second automobile, a power mower, the second TV set,
a high fidelity phonograph, more sport clothes and
equipment to enjoy a newfound leisure that produc¬
tivity has made possible for all of us. Population growth
is a factor that will aid the full use of our expanded
productive capacity but competition and salesmanship
are the basic tools of the individual business enterprise
to spread the benefits of production. The period of re¬

adjustment that lies ahead in 1954 will be one of oppor¬
tunity for the efficient and foresighted businessman and
not a time to be fearful or timid.

George S. Case, Jr.

GEORGE S. CASE, Jr.
President, The Lamson & Sessions Co.

Prospects for business activity in 1954 look favorable.
Business activity could be as high as was experienced in
1953. Profits may be lower even with the unlamented
demise of the excess profits tax. Conditions will be very
competitive, with the result that
some concerns with high costs or

poor service may suffer. Labor
rates probably will ihcrease, and it
will be impossible to pass the higher
cost on to the consumer.

Our order book gives evidence of
our customers having their inven¬
tories of our products—bolts and
nuts—in balance. Our sales repre¬
sentatives find our customers opti¬
mistic about both the short range
and the long range future. While
our backlog is low, our orders are

higher than they have been in many
months. Our competitors seem to be
in the same position. This promises
well for industry as a whole as our

industry has been a good barometer.
Future growth in the level of the standard of living

depends upon the tax situation. Taxes depend upon the
degree of world tension and the efficiency of all govern¬
ment, local, state, and Federal. Governmental efficiency
is improving as the public takes interest. Fortunately,
there are faint indications of decreasing world tensions.
Not enough to lov/er our guard, but enough to give hope
for a more peaceful world to be enjoyed by our children
and grandchildren. , v

Uncertainty is normal now. Uncertainty breeds fear.
That is good as it would be very dangerous today to be
sanguine. To relax our guard in the world might very
well see the end of freedom in the world. For all seg¬
ments of our economy to relax their efforts to produce
and distribute more and better, products for less cost
would result in a gradually lowering standard of living
for us all.
In short, optimism seems justified, but careless opti¬

mism would be fatal.

O. W. CASPERSEN

President, Beneficial Loan Cor)).
When you look at the measuring rods for business

activity you see that statistically we have been in a

process of readjustment since March-April 1953 when
the Federal Reserve Board index of physical production

reached a peak of 243.
Since then automobiles and many

household applicances are in a buy¬
er's market; consumer housing starts
are down; farm income is down; de¬
fense spending is down and1 inven¬
tories are high. More readjustment
appears to be ahead, but how far it
will go or how long it will last is
uncertain.

Comparison with the recession of
1949 gives a point of reference. In
that year the Federal Reserve Board
index of production dropped 9%.
A drop of 9% in physical produc¬

tion is magnified in some areas of
the economy and minimized in other
areas. For example, a drop of 9%

in physical production became a drop of 16% in freight
car loadings, 6% in department store sales, 3% in na¬
tional income, and only 0.6% in consumer disposable
income.

Although consumers had $1.2 billion less in take-home
pay, they actually spent $700 million more tiian the year
before. They were able to do this because in 1948 they
saved $10.5 billion; .and.in J949 they cut.savings to $6.7
billion. This change in savings reveals that the consumer

„maintains his standard of consumption in the face of
- some drop in income. It is the standard of consumption
that sparks production, creates continuity of employment
and converts purchasing power into actual purchases.
In 1949 when physical .production fell off 9%, the

recession didn't show up in consumer credit at all. In
that same year, all forms of consumer credit increased
by $2.7 billion or 20%. Instalment credit alone accounted
for $2.5 billion of that increase, and small loans for
$112 million.
We don't know whether the current adjustment will

have the same kind of effect on consumer credit and
on small loans as in 1949. We do know that without
a backlog of demand for consumer durables, consumer
credit as a whole may expect to go up, if at all, more
slowly. '
Even if all consumer credit slides off, small loan

credit may still hold level or expand. During .World
War II volume and outstanding of sales credit contracted
much faster than loan credit, and small loan' Credit

, shrank least of all. The reason is that small loans finance
emergencies and opportunities in family life that occur
with some degree of actuarial regularity that is inde¬
pendent of the state of business. *. . . ; "
In the postwar catch-up' period, time sales credit went

up four times as much as loan credit. While consumer

durables were prospering, consumer soft' goods were

going through an adjustment.
The degree of adj-ustment expected depends on the -<

psychology of the consumer. ' .

Consumers have income and liquid resources to in¬
crease expenditures enough to off-set decreases in other
areas of the economy. Consumers are "open-to-buy"
if business and industry offer attractive values and do
aggressive promotion, marketing and advertising. More

O. W. Caspersen

Dr. A. K. Chapman

consumer credit is needed to bring production and con¬

sumption into balance at higher levels in the standard
of living. We have faith in the consumers' dynamic
drive for higher standards of living.
In 1954 Beneficial will increase the number of sub¬

sidiary loan offices and the investment in them.

A. K. CHAPMAN

President, Eastman Kodak Co.

In 1953, Eastman Kodak Company has had the highest
overall sales in its history. We are looking forward
to another good year in 1954.
A number of economists have forecast a moderate

downturn in business generally dur¬
ing the year/Nevertheless, we antici¬
pate a good level of business, and
our production, sales, advertising,
and other plans are being made ac¬

cordingly. It is too early to speak
with complete assurance, but it is
probable that our expenditures -on
new and improved -facilities and
products will be higher in 1954 than
in 1953.

While we recognize that there
may be some ups and downs aneaa,
we are optimistic for the "long
pull." For quite some years, v/e
feel, the photographic industry as a
whole has had a faster rate of

growth than has business generally.
... i

This has been true for the Kodak Company individually.
We believe there is plenty of opportunity for the future
growth and progress of photography, and our planning
reflects this belief. In addition, a number of our oper¬
ations that relate to the Chemical fields have shown
good progress.

NORMAN CLEAVELAND

President, Pacific Tin Consolidated Corp.
The prospects for the tin mining industry in 1954 are

dependent primarily upon:
(1) The plans of Moscow and Peiping for further ag¬

gression in southeast Asia, which is the source of about
two-thirds of the world's tin supply;
(2) Whether our Washington au¬

thorities carry out a recent proposal
to dispose of some 40,000 tons of tin
on the market, with the obvious ef¬
fect of further depressing the tin
price. It has been indicated that this
tin was purchased by the RFC "in
excess of stockpile requirements.";
Tin producers have reason to fear

the worst because: ' :

(1) The steady improvement of
the political situation in southeast
Asia was halted at the end of 1953
by a resurgence of Communist vio¬
lence in Malaya and a deterioration
of the situation in Indo-China and
Indonesia;

(2) It has been felt by the industry for some time that
the tin tonnages contracted for purchase by the RFC
might be in excess of stockpile requirements and that,
in spite of repeated assurances 'from Washington to the
contrary, those who control the stockpiles might make
further use of them for depressing the price.
The world's tin production has been substantially in

excess of industrial consumption for the past six years
and this excess has largely been absorbed into stockpiles.
The tonnage now stated to be "in excess of stockpile re¬
quirements" is equal to about 25% of the world's yearly
production. Unless steps are taken by intergovern¬
mental agreement to stabilize the industry, severe eco¬
nomic effects, such as are now evident in Bolivia, will
inevitably spread to other tin-producing countries. The
result would doubtless be a collapse of resistance to
Communism in some of these vital areas of the free
world.

Tin producers in southeast Asia have been faced since
the end of World War II with production problems
probably without equal in the entire free world. The war-
stricken industry had to fee rehabilitated after the Jap¬
anese occupation, in the face of acute material shortages,
social revolution and political unrest which, in Malaya,
broke out into an open Communist insurrection in 1948.
This war has now been fought for 5V2 years with no ap¬

preciable aid from the U.S.A.
Instead of receiving help, the tin producers, particu¬

larly the Malayan producers, have been sujected, by
actions in Washington since 1951, to a series of economic
measures such as import embargoes, consumption con¬

trols, subsidization of competition, and use of govern;-
ment stocks to affect tin prices. These actions have been
rationalized to ' the American public by unfounded
charges featuring a mythical cartel and rigged markets^
While American taxpayers have been financing this

irresponsible propaganda, they have also been financing,
through the State Department, an extensive "campaign
of truth" in tin-producing areas. * . ,

It is now hoped that the.Washington- administration,
with the aid of the Report of the Randall Commission,

will adopt policies on tin more in accord "with the facts
of the situation and will bandon those phases of recent

policy which have been so harmful to the prestige of the
United States in tin-producing areas. Far more than
the price of tin is at stake.

Continued on page 44

Norman Cleaveiand
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LETTER TO THE EDITOR: it to have more than temporary Committee No. 8 of the National Buffett-Falk & Company, Omaha-ill effect. Association of Securities Dealers, Roy Falvey, Thomas D ' SheerinSo let's understand our econ- Inc., to succeed Newton P. Frye. & Co., Inc. Indianapolis Indomy. Let's not write to our Con- The newly elected Vice-Chair- and Richard W Simmons 'Blunt'gressman for help every time our man is David J. Harris, President Ellis & Simmons, Chicago, becamePfAHAltl\7 IFfffllAfl Ij^lfflhlA s^a^s^ca* *nclex starts to de- of Sills, Fairman Harris, Incor- members of the Committee sue-

Readjustment Toward Normal

Samuel Penski, of Miami Beach, Fla., says public should
understand that neither business nor stock market, nor any
other economic mechanism, can go only in one direction.

cline.

Very truly years,

SAMUEL PENSKI.

7509 Cutlass Ave.,
Miami Beach 41, Fla.

Editor, Commercial and Financial to this extent readjustment would
Chronicle: be necessary.

I believe'that the views ex- Readjustment to more normal
pressed below deserve greater conditions not only should be ex-
acceptance than is current, even Pec'ted but it should be desired,

porated, Chicago, 111. Messrs. Hill ceeding James H. Ellis, Ellis,and Harris are serving their third Holyoke & Co., Lincoln; Newtonyear as members of the Commit- p. Frye, Central Republic Co.;tee; , ' Carl McGlone, Carl McGlone &
•mL? F;.Brady> Secretary since Co., Inc., and G. William Raffen-

> continues as the Executive sperger, Raffensperger, Hughes &Officer of the Association at Chi- Co Inc
cago.NASD District No. 8
........ .

__ ^District No. 8 is constituted by * nyf r, 1EEfififS N&W OffBSfiB'S the Stat?s .of minois' Indiana, Lawrence, Murray Formed
Iowa, Michigan, Nebraska and The Lawrence & Murray Co.,though mv name does not carry and it is my opinion tl.at too many CHICAGO, Ill.—J. Gordon Hill, Wisconsin. Inc. has been formed with officesthp nrpQtiirp „c,,aiiv MQQnHatpH # ■ u • i u , Partner of Watling, Lerchen & On Jan. 1.5, 1954, Andrew M. at 50 Broad Street, New yorkPc' " Ig1n vn»rLS 0f US business ss elsewhere had Co., Detroit, Mich., was elected to Baird, A. G. Becker & Co., In- City, to engage in a securitieslication vaiuea puo anticipated the readjustment for the Charimanship of District corporated, Chicago; Carl A. Falk, business.A recession is with us now and

*has been with us a number of

,,
months already. This economic

situation, now becoming apparent
to the general public, is already
generating fears of a depression,
and the government is being pres¬
sured to take preventive action at

once—preventive action as to a

fear that an unwanted condition
may arise! The public is com¬

pletely disregarding the report at
last week's convention of 6,000
leading scientists at Boston "that
their newest equations indicate
that the pull and tug of a free en¬

terprise economy can work better
than the 'semi-managed' free en¬

terprise system attempted in the
U. S. during the past 20 years on
the advice of economic scientists."
C'Wall Street Journal," Jan. 5,
1954.)
It seems to me that the public

ought to understand clearly that
they can't have their cake and
■eat it too. The public should un¬

derstand that neither business,
nor the stock market, nor any
other economic mechanism in our

presently constituted political
•economy can go in only one direc¬
tion, to wit: up. It seems to be
just plain common sense that if we
sre to have even a modicum of
economic freedom, upon which
our political and other liberties
are based, we must allow these
economic mechanisms to vary
from a normal course. Call these
movements cycles, compensations,
actions and .reactions, or what
you will— the phenomena are

present wherever restraint is ab¬
sent. As Emerson has pointed out
in one of his essays, in nature we
have heat and cold, ebb and flow
of waters, male and female, in¬
spiration and expiration, systole
and diastole, motion and rest ad
infinitum. "The same dualism,"
continues Emerson, ^underlies the
nature and condition of man.

Every excess causes a defect;
every defect an excess." Such is
the nature of man's progress. If
we are to progress economically
at all, it will only be by fluc¬
tuations of some magnitude above
as well as below an upward
trending mean.

A few extremes or "excesses" of
the past will explain the present
situation. In the depression of the
1930's consumption and invest¬
ment had declined to a minimum.
Then came World War II, during
Which for an additional number
of years consumption and invest¬
ment were kept at a minimum.
During the said period enormous
debt had been liquidated, and
purchasing power had been fur¬
ther inflated -by an enormous in¬
flation of currency in the hands
of the public. When, after the
war, restraints had been removed,
a boom was guaranteed. Then, on
top of this boom came Korea, and
rearmament once more, adding
enormous pressure to the already
existing seller's market. Fortu¬

nately, the average citizen had

learned from the depressed 1930's.
He has been and continues to be
aware that demand as then exist¬

ing was extraordinary and tem¬

porary; that some day demand
would revert to the ordinary, and

PALE DRY n

v,wet

"They're saying,4The Nehi Line is the
most complete line in the industry.'

NEHI CORPORATION
COLUMBUS, GEORGIA
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J. Luther Cleveland

Continued, jrom page 42

J. LUTHER CLEVELAND

Chairman of the Board, Guaranty Trust Co. of New York
For the first time sincp 1948-49, an old year has ended

and a new one begun with most branches of business
tending toward lower leve/ls of operation. The question
in all minds at the moment is how far the decline will

go. Majority opinion seems to hold
that no severe or prolonged reces¬
sion is likely.
The elements of strength in the

situation are impressive. Construc¬
tion, always a key factor in the out¬
look, has held up well, with no pres¬
ent indication of a decline. Business

investment in new plant and equip¬
ment in 1954 will be only moder¬
ately below the high 1953 total, if
present reported plans are carried
out. There will apparently be no

sharp decline in governmental buy¬
ing, and any decrease that occurs
will be accompanied by tax relief,
which means more disposable in¬
come in private hands.
Inventory positions in some lines are probably top-

heavy, but the overall inventory picture does not seem
to be seriously out of line with sales volumes. Current
reports suggest that the situation has already begun to
correct itself. If, as many analysts apparently believe,
this is merely an. "inventory recession," it is difficult
to see why any serious trouble should be encountered. (

■

Perhaps the most unpredictable factor in the outlook
is consumer behavior. This is largely a psychological
question and is always difficult to gauge. So far, con¬
sumer buying has been well maintained, although it no
longer shows the strong tendency to expand that it did
in the early post-Korean period. The growth of instal¬
ment credit has been an important sustaining factor in
consumer demand, and this has recently shown signs of
tapering off. Still another cause of uncertainty is the
recent apparent upturn in the tendency of consumers
to save.

To a reasonable view, there should be nothing surpris¬
ing or alarming in the idea of a readjustment after 12
years of boom conditions. Readjustments are normal
and necessary. .The chief ground for concern lies not in
the readjustment itself but in the possibility that it may
not be permitted to proceed in a normal manner. Many
rigidities have been built into the economy in the last
two decades. Recently there has been a healthy mov-
ment toward free markets, but this is far from complete.
Unless these rigidities have the effect of making the re¬

adjustment more severe and prolonged than it needs to
be, business seems warranted in viewing the future with
confidence.

L. L. COLBERT

President, Chrysler Corporation

American motorists—by demanding more performance,
convenience and comfort in their cars than ever before
—made 1953 the biggest year .in the htistory of the auto¬
mobile industry in terms of the dollar value of vehicles

produced and sold. The proportion
of cars sold with such features as

power steering, automatic transmis¬
sions, power brakes, and air condi¬
tioning reached a new high; and the
demand for deluxe models • was

markedly greater than in previous
years. "
The wholesale value of new cars,

trucks and buses produced and sold
in 1953 is estimated at $11,440,000,000
—exceeding by more than $1% bil¬
lion the industry's previous high, for
the year 1950. In terms of the num¬

ber of vehicles produced and sold in
the United States, the industry esti¬
mates output for 1953 at 6,165,000
passenger cars, and 1,205,000 trucks

and buses. The grand total of 7,370,000 vehicles is the
second largest output on record.
There is every reason to believe that people will

continue to buy new and used cars and trucks in large
volume in the year ahead. On the basis of the facts as
we know them today, it appears that the industry will
produce and sell five million or more' passenger cars and
about a million trucks and buses in 1954. However, the
public may buy a considerably larger number of cars
and trucks.

The national economy continues to be very prosper¬
ous, personal income is close to record levels, and people
have more money in the bank than ever before. And
there are many other facts that show the potential size
of the automobile market:

(1) About 12 million cars on the road today were
built before World War II. Old cars are being scrapped
in ever-increasing numbers. Three out of every four
new cars sold at retail today replace cars that are

scrapped.

(2) According to the latest census, 37 out of every 100
of the nation's farms do not have passenger cars. And
66 out of every 100 farms have no trucks.

(3) Of every 100 families that own cars, 89 have only
one car. And 17 million American families have no car
at all.

( (4) Market surveys have shown time after time that
most people who buy new cars tend to replace them
every three or four ye^rs, on the average. In 1950 and

L. L. Colbert

1951 over 11 million people bought new cars—and in
1954 a big percentage of these 11 million people should
be in the market for new cars.

In the past year automobile production moved into
balance with demand, bringing back to the automobile
business competition such as it has not seen since 1941.
In the year ahead the people of the United States will
profit from continued competition for automotive sales.
They will be given a greater choice of automotive prod¬
ucts than has ever been enjoyed by the motoring public.
We in Chrysler Corporation have presented to the

public our 1954 automobiles and trucks, which incor¬
porate a number of outstanding advances. One of the
most important new developments is the fully automatic
PowerFiite transmission. In addition, we have made
full-time power steering available on all Chrysler Cor¬
poration cars. We have improved suspension systems,
strengthened frames, and increased the horsepower in
our V-8 engines.
Hand in hand with these mechanical and engineering

improvements have come new styling and color treat¬
ments. These cars offer a choice of 58 body colors and
86 two-tone combinations—the greatest range of colors
ever made available in production cars.

Major steps to expand, improve and strengthen our
facilities include the recently completed Indianapolis
plant for production of PowerFiite transmissions; a new
body-building operation at our San Leandro, California,
plant, the first automobile body facility on the West
Coast; and the agreement for purchase by Chrysler Cor¬
poration of the principal plants and equipment of the
Briggs Manufacturing Company, heretofore supplier of
bodies for Plymouth automobiles.

These current moves by Chrysler Corporation are
further evidence of our optimism regarding "both the
immediate and long-range future of the automobile
business.

C. C. COLBERT

President, Nehi Corporation
The soft drink industry is rapidly regaining its status

as one of the fastest growing and, per dollar of invest¬
ment, most profitable of industries. Except for some
of the years during the period of wartime restrictions

on production, the per capita con¬

sumption of soft drinks has increased
with great rapidity during the past
two decades. I look forward to a

continuance of that progress
throughout 1954. v. . v
In my opinion, the industry's fail¬

ure to readily adjust itself to an

adequate relationship between
higher costs and selling prices did
somewhat retard our industry's
steady increase in profits. However,
the industry has succeeded in ad¬
justing itself to increased costs by
effecting reasonable increase in
prices—throughout many sections of
the country. Further adjustments,
where none have been effected, will

most likely be made.
1954 will be important with respect to certain new

phases of the soft drink industry, such as the marketing
of drinks in cans and the production of dietary bever¬
ages. It is too early to predict whether either or both
of these ventures will become a general or successful
part of the industry business. The principal members of
the industry are studying the possibilities of each.
Increased advertising—expanded promotions—added

service facilities of every kind—better readjustment to
current cost and price circumstances—all together bid
well to make 1954 the banner year for the industry.

JOHN S. COLEMAN

President, Birmingham Trust National
Bank, Burmingham, Ala.

Bank deposits and volume of items handled were at
a new high on the year end. Retail stores report that
sales for the year were at approximately the same high
level as the preceding year.
Cotton production in Alabama for

1953 was about 970,000 bales, a very

slight increase from the year before.
The State Farm Extension Bureau

states that the cotton acreage in
Alabama has dropped an average of
100,000 acre's annually for the past
23 years due primarily to the trend
toward greater livestock production,
limited labor on farms and acreage
controls. Further expansion of live¬
stock and poultry production is rec¬

ommended.
The steel industry in the district

had another record year. Produc¬
tion by the U. S. Steel Corporation
increased to approximately four
million tons here as compared to
six and one-half million tons at Gary which is this com¬

pany's largest producer. It is expected that the demand
for steel will continue good during 1954.
Electrical power and natural gas facilities continued

to expand rapidly. Many of the smaller cities and towns
have entered into undertakings for new pipe lines which
will greatly increase the use of natural gas in homes
as well as in industry.
Both the Birmingham Civic Symphony and the Birm¬

ingham Museum of Art have attained favorable national

recognition and appear to be on sound financial bases.

C. C. Colbert
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John S. Coleman

John L. Collyer

The latter recently was the recipient of a fine group of
paintings from the S. H. Kress collection.
The Medical Center and the Medical School of the

University of Alabama are continuing to expand. The
School, because of the quality of its instruction, ranks
very high. The Southern Research Institute received
last year from the Sloan-Kettering Foundation a gener¬
ous grant for the erection of a building devoted to
cancer research. This addition to the Institute will be
completed and placed into operation this year.
Birmingham and Alabama continue to grow eco¬

nomically and in cultural development and they face the
future with faith and confidence.

JOHN L. COLLYER
President, The B. F. Goodrich Co.

Production and sales of rubber products during 1954
may approach a level nearly as high as 1953, one of the
best years in the history of the rubber manufacturing
industry. The nation's 1954 total consumption of
new rubber is expected to be
about 3% "below 1953's record of

approximately 1,340,000 long tons.
The United States will use about 1,-r
300,000 long tons of new crude and
man-made rubber in 1954, with
probably more than half of this com¬

ing from America's own man-made
rubber facilities.
The rubber industry's outlook ap¬

pears to be slightly better than
current forecasts of the nation's
over-all 1954 economy. An impor¬
tant factor is the past three years'
high production of automobiles,
many of which Will need replace¬
ment tires in 1954.
Over-all industry tire sales in 1954

are expected to approach 100 million for the second con¬

secutive year. This compares with the record 106 mil¬
lion in 1950 and an estimated 100 million in 1953. Sales
of replacement passenger car tires may be about 2 mil¬
lion more than the 47 million sold during 1953, and total
passenger' car tire sales—-replacement plus original
equipment—may decline to 77 million, from 1953's sales
of about 80 million. i

Further growth in 1954 in motorists' use of tubelessr
tires is anticipated. B. F. Goodrich, which introduced
the tubeless tire in 1947 and which has basic patents on
the tire, is negotiating with a number of other companies
to license the manufacture of additional brands of tube-
less tires.

Substantial capital investments were made by B. Fr
Goodrich in 1953 to enlarge facilities for the manufac¬
ture of tubeless tires. The company in 1953 established
a new high in tubeless tire production and sales, and
introduced for sale a new lower-priced tubeless tire for
passenger cars. The company in 1953 announced- the
manufacture of tubeless tires for aircraft and introduced
two new premium tubeless tires for distribution by its
associated tire lines.

Further acceptance and installation of moving rubber
belt sidewalks is in the offing. B. F. Goodrich's installa¬
tion of the world's first moving rubber sidewalk in its
"Story of Rubber" exhibit at the Chicago Museum of
Science and Industry last February has been followed
by suggestions to use this new form of transportation for

airline, bus and railway terminals, super markets, base¬
ball parks, busy street intersections and industrial build-

ings. ; ' " "" , ■ ' ' . • • • . - ' . ' " : '
Congressional and Presidential action in 1953 directed

toward the, sale of the government-owned synthetic
rubber plants was among the most significant events In
the postwar history of the rubber industry.' < The ends
of National Security will be best served when this im¬

portant part of the total industry is finally restored to
private enterprise. This is particularly true, in the light
of the apparent need for the expansion of man-made

capacities before 1960 to meet constantly increasing
world demands for rubber.

The B. F. Goodrich Chemical Company last year be¬
gan operation of a new $6 million plant for the produc¬
tion of chemical raw materials at Calvert City, Ky., and
started construction of an $8.5 million acrylonitrile plant
there. The company also opened regional distribution
centers at Seattle and Los Angeles and began construc¬
tion of distribution centers at Columbus, Ohio, Indianap¬
olis, Ind., and Springfield, Mass.
One of the most important improved products intro¬

duced by the company in 1953 was an all-nylon cord
truck tire which has given truckers more than 100,000
miles of actual road service before recapping.
During 1953 the company formed two additional in¬

tegrated divisions—its Tire and Equipment and its In¬
dustrial Rubber Products Division—with sales and man¬

ufacturing combined under a President and appropriate
officers in each division. All manufacturing and sales
activities of the company are now conducted in a total

of six integrated divisions. This has been done to gain
advantages of decentralized operations and to permit the

training and development of manageitnent personnel
needed to carry out further expansion of the company.

Continued on page 46
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Broaden Coverage
And Increase Social

Security Benefits
recommendations to further these
purposes.

(2) The Present "Retirement
Test" Should Be Liberalized and
Its Discrimination Against the
Wage Earner Should Be Removed:
By depriving an OASI beneficiary
of his benefit payment for any
month in which he earns wages of
more than $75, present law im¬
poses an undue restraint on enter¬
prise and initiative. Retired per¬
sons should be encouraged to con¬

tinue their contributions to the

productive needs of the nation. I
am convinced that the great ma- —_

jority of our able-bodied older
citizens are happier and better off
when they continue in some pro¬
ductive work after reaching re¬

tirement age.: Moreover, the na- /
tion's economy will derive large x
benefits from the wisdom and ex- v
perience of older citizens who re- '*
main employed in jobs commen¬
surate with their strength.
I recommend, therefore, that

the first $1,000 of a beneficiary's
annual earnings be exempted un¬

der the retirement test, and that
for amounts earned above $1,000
only one month's benefit be de¬
ducted for each additional $80
earned. •

To illustrate the effect of these

changes: a beneficiary could take
a $200 a month job for five months
without losing any benefits,
whereas under present law he
would lose five months' benefits.

He could work throughout the
year at $90 a month and lose only
one months' benefit, whereas un¬
der present law he would lose all
12.

Approval of this recommenda¬
tion will also remove the discrimi¬

natory treatment of wage earners
under the retirement test. Self-

employed persons already have
the advantage of an exemption on
an annual basis, with the right to
average their earnings over the
full year. The amendment I have
proposed would afford this ad¬
vantage, without discrimination,
to all beneficiaries.

(3) OASI Benefits Should Be
Increased: Today thousands of
OASI beneficiaries receive the

minimum benefits of $25 a month.
The average individual benefit for
retired workers approximates $50
a month. The maximum benefit
for an individual is $85 a month.
For OASI to fulfill its purpose of
helping to combat destitution,
these benefits are too low.

I .recommend, therefore, that
benefits now being received by
retired workers be increased on

the basis of a new formula to be
submitted to the appropriate
Committees by the Secretary of
Health, Education, and Welfare.
This formula should also provide
increases for workers retiring in
the future, raising both the mini¬
mum and the maximum benefits.
These increases will further the

objectives of the program and will
strengthen the foundation on

which its participants may build
their own security.

(4) Additional Benefit Credits
Should Be Provided: The main¬
tenance of a relationship between .

the individual's earnings and the
benefits he receives-is a corner- - *■•••

stone of the OASI system. How- -

ever, only a part of many work¬
ers' 1 annual earnings are taken „

into account for contribution and -

benefit purposes. Although in 1938 -

only the first $3,000 of a worker's
annual earnings were considered
for contribution and benefit pur-
posse, statistical studies reveal
that in that year 94% of full-time
male workers protected by-OASI .

had-all of their earnings covered
by the program. By 1950 less than
half of such workers—44%—had
their full earnings covered by thq

Sf »Hr,'" '• •' .,iv .>(•'
program, so the Congress in¬
creased the earnings base to
$3,600. " , ■
Today, the earnings base of $3,-

600 covers the full earnings of
only 40% of our regular male
workers. It is clear, therefore,
that another revision of this base
is needed to maintain a reason¬

able relationship between a work¬
er's benefits and his earnings.
I recommend, therefore, that the

earnings base for the calculation
of OASI benefits and payroll
taxes be raised to $4,200, thus en¬

abling 15,000,000 people to have
more of their earnings taken into
account by the program.

(5) Benefits Should Be Com¬
puted on a Fairer Basis: Th.e level
of OASI benefits is related to the
average of a worker's past earn¬
ings. Under present law periods

of abnormally low earnings, or no '
earnings at all, are averaged in
with periods of normal earnnigs,
thereby reducing the benefits re¬

ceived by the retired worker. In
many instances, a worker may
earn little or nothing for several
months or several years because
of illness or other personal adver¬
sity beyond his power of preven¬
tion or remedy. Thus the level of
benefits is reduced below its true
relation to the earning capabilities
of the employee. Moreover, if the
additional millions of persons rec¬
ommended for inclusion under
OASI are brought into the pro¬
gram in 1955 without modification
of present law, their average earn¬
ings will be shamlv lowered by
including as a period no earn¬

ings the period from 1951 to 1955

when they were not in the pro¬

gram: . I recommend, therefore,
mat in the computation of a

worker's average monthly wage,
•the four lowest years of earnings
be eliminated.

(6) The Benefit Rights of the
Disabled Should Be Protected:
One of the injustices in the pres¬
ent law is its failure to make se¬

cure the benefit rights of the
worker who has a substantial
work record in covered employ¬
ment and who becomes totally
disabled. If his disability lasts
four years or less, my preceding
recommendation w i 11 j alleviate
this hardship. But if a worker's
earnings and contributions cease

for a longer period, his retire¬
ment rights, ■ and the survivor

rights of his widow and children,

may be reduced or eevn lost al¬

together. Equity dictates that this
defect be remedied. I recommend,
therefore, that the benefits of a
worker who has a substantial
work record in covered employ¬
ment and who becomes totally
disabled for an extended period
be maintained at the amount he
would have received had he be¬
come 65 and retired on the date
his disability began.
The injustice to the disabled

should be corrected not simply
by preserving these benefit rights
but also by helping them to re¬
turn to employment wherever
possible. Many of them can be
restored to lives of usefulness, in¬
dependence and self-respect if,
when they apply for the preserva¬

tion of their benefit rights, they

Continued on page 47

PETROCHEMICALS
J '• •

From CSC Petrochemistry—from the raw materials

of natural gas and petroleum products, from the

air around us—come ammonia, methanol, formal¬

dehyde, the nitroparaffins and their many versa¬

tile derivatives, i

BIO CHEMICALS

From CSC Biochemistry—from the cultures of

bacteria, yeasts and molds—come the conversions

of grains, molasses, and other farm products

into antibiotics, vitamins, alcohols, and dextran.

;■ •' 1

• i 1 " Ii' i'-'S. l.M ;

TOGETHER, THESE PROCESSES yield over 200 CSC products for home and hospital, farm and factory. Six

CSC Product Divisions handle this diversified output. They form the broad foundation for CSC's continuing

. 7 sound growth in 1954 and for the future. .t
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INDUSTRIAL CHEMICALS - Methanol,
Ammonia, Nitroparaffins, Butanol, Ethyl
Alcohol and Derivatives. Riboflavin,
U.S.P. 7 • " t

PHARMACEUTICALS - Antibiotics - Pen¬
icillin & Bacitracin, Veterinary Products,
Hypotensive Products, Lipotropic Agents,
& Blood Volume Expander-Expandex ®.

AGRICULTURAL CHEMICALS - Nitrogen
Products — Anhydrous Ammonia, Nitro¬
gen Solutions, and CSC Ammonium Ni¬
trate Fertilizer. Pesticides - Benzene
Hexachloride & Dilan^.

ANIMAL NUTRITION PRODUCTS - Antibi¬
otic Feed Supplements-Baciferm^,
Duoferm^ & Penbac?1, Vitamin Feed
Supplements-Riboflavin & Choline.

T

AUTOMOTIVE SPECIALTIES - Peak*> &

Nor'v/ay'v Anti-Freeze, Radiator Chemi¬
cals & Other Automotive Products.

POTABLE SPIRITS - Neutral Spirits &
Whiskies; Rackhouse Barrel Storage.

f t Vr i'
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Continued from page 44

S. SLOAN COLT

President, Bankers Trust Co., New York City
The widespread optimism of a year ago regarding the

business outlook has been replaced by a more cautious
appraisal of the future. Businessmen are confident that
1954 will be another good year, but the realization is
growing that many of the forces that
pushed economic activity to a new
all-time peak in 1953 appear to be
tapering off. Prospects are for some,
but not large, reductions in home
building, in Government spending,
and in consumer purchases of dur¬
able goods. Business spending on
plant and equipment appears to be
on a plateau and may show a small
decline this year. Business may also
decide to reduce its inventories, es¬
pecially if some easing in sales
should become evident. On the other
hand, spending on public improve¬
ments and commercial building is
displaying continuing strength.
Thus, on balance, the prevailing

view is that business activity will average somewhat
below 1953 but that 1954 will still be a good business
year. The attitude of caution that has characterized the
thinking of most businessmen in the postwar years seems
to have prevented the development of excesses that
might lead to a sharp collapse in economic activity. The
elements of dynamic growth are still present in the
economy. Competition is likely to become more intense
and this will pose some problems. However, American
business management is aggressively striving to reduce
costs and to improve efficiency: it is modernizing plants,
is spending huge sums on research and development,
and has many new products on the way that will bring
consumers into the market and may help to cushion a
business downturn.

If this appraisal of the economic outlook proves accu¬

rate, it probably portends a modest decline in bank loans
in 1954. The increase in loans in 1953 was of small
proportions; a tapering off in business spending on
plant and equipment and some liquidation of business
inventories in the year ahead would probably enable
business corporations in the aggregate to reduce their
borrowings. Also, consumers have slackened the pace
of their borrowings in recent months. However, a spiral
of credit contraction which contributed to most major
business downturns in the past is not in prospect.
Bond yields and shoft-term money rates have already

receded significantly from the highs established in the
first half of 1953. In fact, some important interest rates
were lower at the beginning of 1954 than they were a
year ago. Notwithstanding the recent declines in interest
rates, an easing of the general level of economic activity
in 1954 would probably produce pressures in the direc¬
tion of some further decrease in bond yields. However,
a return to conditions of extremely low interest rates
does not appear likely.

Long-term borrowing requirements are likely to be
slightly lower than in 1953. Borrowing by state and local
governments is expected to be as large this year as it
was last year'and new money borrowings by the Treas¬
ury is likely tq> be about as large as it was in 1953, Long-
term financing by corporations, however, is expected to
drop fairly sharply. Reflecting growing amortization
payments, real estate mortgage debt also is not likely
to increase as much in 1954 as it did last year, even
should the level of building activity be relatively well
maintained. The Treasury, in this environment, may
be able to make some further progress in funding its
debt without tightening credit or unsettling the invest¬
ment market.

HARRY D. COMER

Partner, Paine, Webber, Jackson & Curtis
In 1954, the broad, trend of the stock market will prob¬

ably be upward, with the year's best levels seen in the
fall or later.

Reduced to the simplest possible terms, stock prices
are determined by just two factors—
dividends, and the rate at which in¬
vestors are willing to capitalize those
dividends. (All other factors can be
said to operate through or to influ¬
ence these two.)
Consider a stock paying say $6

annually in dividends, with a rea¬
sonable likelihood of continuing the
$6 rate. In a market where investors
demand a 6% return, that stock,
naturally, would be priced at $100
per share. At present, the typical
industrial stock does yield just about
6%. That fact, reflects a relatively
low degree of confidence on the part
of investors. As recently as 1946,
average yield was barely more than

half the current rate.
It seems rather clear that 1954 will witness a continua-

hon of high cash dividend payments, probably duplicat-
i lg or exceeding last year's favorable experience. Total
payments in 1953 established a new all-time high record.
Yet, in relation to earnings, the pay-out was conserva¬
tive, at only about 55% of available profits in the case
cf leading industrial common stocks. That niggard pro¬
portion contrasts severely with the average vearly pay¬out of 70% in the eight years before 1946.
Looking ahead, earnings could fall as much as 20%

Harry D. Comer

from last year's level, and yet cash dividends on indus¬
trials could be kept unchanged merely by lifting the
pay-out ratio to 70%. These figures serve to emphasize
the high margin of safety for current dividend rates.
After taxes, earnings available for dividends in 1.953

were the second best on record, having been exceeded
only in the year 1950, when taxes were lower. My guess
now is that any drop in earnings this year will not ex¬
ceed 10% from last year's rate. That guess gives due
consideration to the prospective volume of business, the
general price level, and to the impact of foreseeable
lower taxes and higher labor costs. Incidentally, a drop
of 10% in earnings of industrials would still make 1954
better than any year before 1950.
As a group, industrial stocks (Standard & Poor's) fin¬

ished the year 1953 at the highest year-end level on

record, excepting only 1952. The net decline for the year
was about 1Vz%.
Although high historically (in dollars) industrial

stocks are still priced low in relation to other forms of
property and in ratio to earnings. They are now only
about nine times latest annual earnings, on average. At
important bull market tops that ratio has been 17 or

more.

A really dynamic upswing in the stock market will
require the development of new confidence on the part
of investors—that is, a willingness to capitalize earnings
and dividends at a higher rate.
I believe that confidence will grow as 1954 unfolds

itself and investors see that the Administration policies
are working out in the direction of preventing cumula¬
tive deflation and are pointing toward the maintenance
of prosperity and growth of private enterprise.
Two specific illustrations will serve to show how im¬

portant the confidence factor is and how much it can

improve. In the forthcoming tax revision by Congress,
one reasonably certain item is some relief from "double
taxation" of dividends. If enacted, such relief would
undoubtedly find reflection in higher stock prices.
£Ven more important, though not yet certain of enact¬

ment, is the possibility of relief from the inequitable
penalties of the capital gains tax. Should Congress see
fit to cut this tax about in half and to shorten the hold¬
ing period to about three months, we would have a much
better stock market, a more active market, and higher
prices; also, the Government would collect more taxes
from capital gains. So long as investment decisions are

influenced by efforts to circumvent tax payments, in¬
stead of being determined by sound judgment, the whole
country will suffer.
In 1954 we shall have a new demonstration of the ef¬

fectiveness of cooperation among industry, labor and
Government in promoting the general welfare. The
Government is determined to do all in its power to miti¬
gate the influence of the deflationary phase of the busi¬
ness cycle. Success in that area is essential, not only
for the good of the country, but for the future of the
political party in power.

In conclusion, it should be noted that in aiming at full
employment at all

. costs, "permanent prosperity," or
call-it-what-you-will, the Government will be using
inflationary devices. Nobody knows what the ultimate
outcome will be. But if our economic managers can keep
the inflation within modest bounds, it may well be that
the public will be getting a bargain. The net benefits
and gains through steady jobs, expanding production,
the use of new technologies; ahd a' rising standard of *
living may far outweigh the accompanying losses suf¬
fered by all of our citizens through the erosion of the
value of money and of all the standard forms of savings.
Perhaps 1954 will see a revival of inflation-hedging bv

buying common stocks, thus enhancing the upswing instock prices.

Anyhow, with dividends holding up, and confidence
gradually improving, a higher stock market seems in
store for '54.

SIDNEY B. CONGDON
President, The National City Bank of Cleveland, O.
There were interesting and controversial developments

in the money market during 1953. Interest rates rose
during the first half of the year, but declined in the
second half. These diverse trends in rates in part re¬

flected the policies of the Federal
Reserve Board and the Treasury.
Hindsight now shows that those pol¬
icies were correct in direction and
timing.
During the first six months of

1953, industry operated at virtual
capacity and the price level was

stable. In that period the monetary
authorities leaned in the direction
of higher interest rates. Contrary to
opinion expressed in some quarters,
the policies of the monetary author¬
ities did not create a shortage of
loanable funds. In fact, more money
was loaned on mortgages and by
way of consumer credit in the first
half of 1953 than in any other first

half year in our history, business loans for proper pur¬
poses were readily available and the volume of new

security issues, set a record. Jf money, bad been,, any
"easier," thus encouraging even more borrowing than
there was, the increased demand for goods would have
resulted in higher prices rather than more production.
The higher rates also combated inflation by encouraging
a record volume of savings, thus creating a supply of
funds for investment without resort to credit expansion
in the banking system. 'I

Sidney B. Congdon

G. H. Conners

The monetary authorities began to lean in the direc¬
tion of lower interest rates and easier money in July.
Statistics now available show that this represented per¬
fect timing because that marked the beginning of a
gradual decline in business activity. The easier money
conditions which have characterized the second half of
the ye'ar have been a factor in the leveling off of the
decline in new housing starts. They also have contrib¬
uted to the maintenance at a high level of business out¬
lays for new plant and equipment, state and municipal
public works and commercial construction. The easing
of money has been of help in holding the business de¬
cline within moderate limits.

The moves made by the Federal Reserve Board and
the Treasury in 1953 showed a keen sensitivity to busi¬
ness trends, and evidenced the courage to take those
steps which contribute to the maintenance of a sound
economy despite rather widespread public criticism. Able
and courageous leadership in financial matters most cer¬
tainly will be needed in 1954, with difficult problems
ahead.' in taxation, in lengthening out the Federal debt,
and in general credit policy. The performance of the
monetary authorities in the year just ended gives strong
assurance of wise and able financial leadership in the
year ahead.

G. IL CONNERS

President, National Biscuit Company

The Biscuit and Cracker segment of the Baking In¬
dustry should enjoy a high level of sales volume in
the year 1954, possibly exceeding that of 1953.
The continuing increase in population in our country

and the high level of disposable in¬
come which we feel will be gener¬

ally maintained throughout the year
are favorable factors for our indus¬

try.
The Biscuit and Cracker Industry

has been aggressive in developing
new products and improving its
processes and the packing of its
older well-known brands.
Substantial capital expenditures

have been made over the last eight
years for new equipment and for
new plants or the modernization of
established plants and, while the
plant of the industry as a whole has
been fairly well modernized, fur¬
ther substantial expenditures will
continue to be made in 1954 for capital improvements.
Aggressive competition will continue to prevail in our

industry, as it has since the end of World War II. We
believe this is a healthy condition which will cause

each company within the industry to be aggressive and
resourceful in finding ways to profitably tap a vast mar¬
ket for its products which is now present in the country.
Business as a whole should be very satisfactory in

1954. Certainly the economic system in our country
is sound and we would be short-sighted if we were not
optimistic about the future. Any recession or readjust¬
ment should be short-lived. I feel that once such re¬

adjustments have been made our country will be in a
position to enjoy a long period of healthy and sound
prosperity. The great technological advances now evi¬
dent cannot be retarded or stopped.
„ National Biscuit Company, through organizational
training and development, research and modernization,
is prepared to compete in the buyers' markets of the
future. T look for our company to enjoy good sales-
and profits in the year 1954.

STUART COOPER

President, Delaware Power & Light Co.
The officers of the Delaware Power & Light Co. are

approaching the problems of the year ahead with a feel¬
ing of optimism not far different from that which pre¬
vailed last year. We fully realize that the fantastic

upward trends of output and sales
which have been enjoyed by the
utility business since i945 are going
to be replaced by trends more nearly
representative of the growth of the
country's population and of the re¬

lated expansion of the country's
business. i •

Superimposed upon that steady
growth, the utility business (and es¬

pecially the electric utility business)
will enjoy a broad market for new

types of appliances and equipment
becoming available to make life in
the home easier and pleasanter. and
work in the factory and on the farm
less burdensome. For instance, the
use of the combined heat pump and

air conditioning unit suggests domestic and other market
possibilities far greater than anything yet developed. In
respect to air conditioning, at least, the increasing pros¬

perity of the American wage earner will permit its use

by a broad segment of the population not heretofore
in the market for such devices.

In latitudes which justify it, as in the area served by
Delaware Power & Light Co., the use of air conditioning
-in the home and in business will become almost univer¬

sal within a few years and the loads developed by such
business may easily result in summertime system peaks
suggesting the later possibility of some off-peak heating

during the winter. Delaware Power & Light Co. has a

Continued on page 48
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Broaden Coverage
And Increase Social

i

Security Benefits
are promptly referred to the Vo¬
cational Rehabilitation agencies
of the States. In the interest of
these disabled persons, a close
liaison between the OASI system
and these agencies will be
promptly established upon ap¬
proval of these recommendations
by the Congress. Moreover, in
my message of Jan. 18 to the Con¬
gress, I shall propose an expanded
and improved program of Voca¬
tional Rehabilitation.

Costs: I am informed by the
the Secretary of Health, Educa¬
tion and Welfare that the net ad¬
ditional cost of the recommenda¬
tions herein presented would be,
on a long-term basis, about one-
half of one percent of the annual
payrolls subject to OASI taxes.
The benefit costs will be met for
at least the next 15 to 25 years
under the step-rate increases in
OASI taxes already provided in
the law.

amount in order to meet the needs
of the individual recipient, par¬

ticularly where the individual re- ,

quires medical care. I consider it
altogether appropriate for the
Federal Government to share in"
such payments and recommend,
therefore, that the present $55
maximum be placed on an average
rather than on an individual basis.

Corresponding changes in tjie
other public assistance programs
would be made. This change in
the formula would enable States
to balance high payments in cases
of acute need against low pay¬
ments where the need is relative¬
ly minor. In addition, great ad¬
ministrative simplification would
be achieved.

A new public assistance formula
should not become effective until

the States have had an opportune

ity to plan for it. Until such time,

the 1952 public assistance amend¬
ments should be extended.

* * *

The recommendations I have
here submitted constitute a co¬

ordinated approach to several ma¬
jor aspects of the broad problem
of achieving economic security
for Americans. Many other phases
of this national problem exist and
will be reflected in legislative
proposals from time to time to the
Congress. The effort to prevent
destitution among our people pre¬
serves a greater measure of their
freedom and strengthens their
initiative. These proposals arfe
constructive and positive I steps in
that direction, and I urge their
early and favorable consideration
by the Congress.

DWIGHT D. EISENHOWER

The White House,
Jan. 14, 1954.

E. Philip Reid With
Waddell & Reed, Inc.
CHICAGO, 111.—E. Philip Reid

has been appointed a Regional
Manager for Waddell & Reed, Inc.
He will make his headquarters

in Chicago at 209 S. La Salle St.
Waddell & Reed, Inc. is the prin¬
cipal underwriter of United
Funds, Inc., with home uffices in
Kansas City, Missouri.'

Mr. Reid has been associated
with Harris Hall and Co. for the
past severi years. He will re¬

place Dominic C. Cronin who
passed away Dec. 21, 1953.

Louis B. Tim
Louis B. Tim, partner in Salo¬

mon Bros. & Hutzler, passed away

Jan. 10.

With French & Crawford
(Special to The Financial Chronicle)

ATLANTA, Ga. — Charles W.
Haines has become affiliated with
French & Crawford, Inc., 68
Spring Street, N. W. He was pre¬
viously with Pruett & Co.

T. W. Martin Co. Formed
Theophilus W. Martin is engag¬

ing in a securities business from
offices at 150 Broadway, New
York City, under the firm name
of Theophilus W. Martin Com¬
pany.

T. E. Hambleton Opens ,

T. Edward Hambleton is engag¬
ing in a securities business from
offices at 181 Second Avenue, New
York City.

V ,

Anaconda's new open pit copper mine at

Weed Heights, near Yerington, Nevada, is
the first new copper mine to be put into opera¬

tion in this country since World War II. Be¬
fore ore could be economically mined, mil¬
lions of tons of waste material—what miners

call "over-burden"—had to be removed. It

was officially opened on November 10, 1953,
when the huge jaws of the electric power

shovels began taking 7-ton bites.

I'

AnacondA
COPPER MINING COMPANY

Each month the new Yerington mine and
beneliciation plant will be shipping about
5,000,000 pounds of copper, in the form
of precipitates, to Anaconda's plants in
Montana for smelting and refining.
The nation's newest copper mine is typical

of Anaconda's constant efforts to develop

mining resources, advanced metallurgical

processes and new and better metal products
at its manufacturing subsidiaries. 03278B

The American Brass Company
Anaconda Wire & Cable Company
Andes Copper Mining Company ,

Chile Copper Company
Greene Cananea Copper Company
Anaconda Aluminum Company
Anaconda Sales Company
International Smelting and Refining Company

- Public Assistance: An important
by-product of the extension of
the protection of the OASI sys¬
tem and the increase in its bene¬
fit scale is the impact on public
assistance programs. Under these
programs States and localities
provide assistance to the needy
aged, dependent children, blind
persons and the permanently and
totally disabled, with the Federal
Government sharing in the cost.
As broadened OASI coverage

goes into effect, the proportion of
our aged population eligible for
benefits will increase from 45%
to 75% in the next five or six
years. Although the need for
some measure of public assistance
will continue, the OASI program
will progressively' reduce, year
by year, the extent of the need
for public assistance payments by
the substitution of OASI benefits.
I recommend that the formula
for Federal sharing in the public
assistance programs for these pur¬
poses reflect this changing rela¬
tionship without prejudicing in
any manner the receipt of public
assistance payments by those
whose need for these payments
will continue.
1 Under the present public assist¬
ance formula some States receive
a higher percentage share of Fed¬
eral funds than others. In the
program of old-age assistance, for
example, States making low as¬
sistance payments receive up to
80% Federal funds in defraying
the costs of their programs.1 States
making high assistance payments
receive about 65% of Federal
funds in that portion of the old-
age assistance payments which is
within the $55 maximum for Fed¬
eral participation.
This variation in Federal parti¬

cipation is the result of a Con¬

gressional determination that the
Federal sharing should be higher
for States which, because of low
resources, generally make low as¬
sistance payments. In order bet¬
ter to achieve this purpose, I rec¬
ommend that a new formula be
enacted. It should take into ac¬

count the financial capacity of the
several States to support their
public assistance programs by
adopting, as a measure of that
capacity, their per capita income.
Such a new formula will also fa¬
cilitate the inclusion, in the old-
age assistance program, of a fac¬
tor reflecting the expansion of
OASI.

The present formula for Federal
sharing in public assistance pro¬
grams requires adjustment from
another standpoint, Under present
law, the Federal Government does
not share in any part of a month¬
ly old-age assistance payment ex¬
ceeding $55. Yet many of these
payments must exceed this
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iyide-flung..area having a climate which should be con¬
ducive to the development of such business.*
With i the increase in leisure time available to all

workers, the development of waterfront properties, both
on the seashore and on the bays which almost completely
surround Delaware Power & Light Co.'s operating area,
has grown by leaps and bounds and is expected to in¬
crease even further as a result of the completion of
bridges and highways which bring such areas within
easy reach of the big cities on the eastern seaboard.
Industrially, Delaware is favorably situated in the

Delaware River Valley presently enjoying an unusual
development. The construction and operation by the
government of several large airports on the Delmarva
Peninsula is not only bringing new population but is
directing new attention to the resources and advantages
of that area where peoplework, literally with recreation
at their elbows.

N

The budgets of Delaware Power & Light Co. for 1954
predict a continued expansion of the company's business
but at a rate somewhat lower than the exceptional rate
enjoyed during the last several years. Our confidence
in this growth is reflected in the comnany's canital
budget which provides for some $15,000,000 of construc¬
tion projects for 1954 and approximately $40,000,000 for
the five years 1954-58, inclusive. The company is al¬
ready considering preliminary plans for the construction
of a third generating station to meet the growing re¬
quirements of its service area.

Arrangements have been completed to substitute nat¬
ural gas for manufactured gas presently being distrib¬
uted in the company's gas service area in and around
Wilmington. This project should be completed by June 1,
1954. With an adequate supply of natural gas in sight,
the ability to supply commercial and industrial cus¬
todiers with such gas will broaden the company's mar¬
kets and increase the attractiveness of the area to the
users of such fuel.

The officers of Delaware Power & Light Co. believe
the long sellers' market is about at an end and they are
fully aware of the need for increasing sales promotion
activities as we enter a more comoetitive period. How¬
ever, we think the changes under way are good and will,
id the long run, be beneficial to everybody.
With this in mind and with a more favorable attitude

by government toward the utility and other businesses,
vye are going forward without fear but in the belief that
We are returning to a good, sound, competitive business
situation from which this country draws and has always
cjyawn its great prosperity and strength.

R. J. CORDINER

President, General Electric Co.

Despite an anticipated cutback in defense production
during 1954, the General Electric Company is looking
forward to a very good year. We expect our total sales
volume during the coming year to compare favorably

with last year's record sales of more
than three billion dollars. But to do

this, it will take some real selling.
We believe 1954 will be one of

the first years out of the last io in
which some of our product lines will
have to be subjected to hard selling
methods. As part of a program of
more aggressive selling, merchandis¬
ing and distribution, General Elec¬
tric will increase advertising and
promotional appropriations in con¬
sumer goods during 1954 about
15 to 20%, an increase of about
$10 million, to a total of about
$45 to $50 million.
We do not anticipate any notice¬

able price increase for our products
ip 1954. In the capital goods market, General Electric
is practically sold out until 1955. As of Nov. 1, 1953, our
backlog of orders in non-defense items was up 8% over
Jan. 1 of this year. And we expect this picture to con¬

tinue* during 1954, with a total production of j non-
4gfen~e items to be 5% better in volume than this year.

In the face of an ever-increasing use of electricity, we
do not feel that General Electric's capacity is overbuilt. .

The electrical industry is growing, twice as fast as the
rest of the national economy, and* weiare>on the upsurge
ag a company. .

Because we are part of the electrical industry, General
Ejectric mUst be prepared to meet its obligations to the
public's demand for more electrical equipment. We are

er'ering the final two years of our postwar billion-dollar
expansion program.. At the end of 1953, we will have
spent $796,000,000 on our expansion of plant and facili¬
ties since the end of World War II and we expect to con¬
tinue this exoansion at the rate of $150,000,000 during
1954 and 1955, which is approximately the going rate

• for 1953. And, I might add, in the opinion of General
Electric, our expansion or growth will not have been
entirely concluded at that time, because in the next
10 years alone, we see the doubling in size of the elec¬
trical industry.

I J. RUSSEL COULTER
President, Toledo, Peoria & Western Railroad Co.
The railroad industry is entering a new pioneer era.

The first pioneer era, of course, was the one of exten¬
sion of railroads all over the. country from the biggest

galph J. Cordiner

J. Russel Coulter

cities to the tiniest hamlets. The next era might be
classified as the era of "non-com¬

petitive stability." The following,
one of "righteous indignation" as

competitive competition, often con¬
sidered over-subsidized, entered the
picture. The railroad industry found
itself in the same inimical position
as will the electric public utilities if
atomic power comes into broad
scale use.

1954 will see vast dynamic regen¬
eration during the new pioneer
period for the railroads. The many
magazine and newspaper articles
being written and photographs being
published prove that railroading, far
from being a dying industry, is just
beginning to feel life coming into its
veins like a shot of adrenalin.
* The railroad presidents I come in contact with today
carry no bleeding hearts but are mentally, emotionally
and physically rolling up their sleeves and buckling
down to providing a quality of service that has never
even been dreamed of before in our industry. Employee
and other elements of public relations, which compared
to other industries have lagged behind, are receiving
an attention today which more and more will show the
railroads becoming leaders rather than reluctant fol¬
lowers. -

The Toledo, Peoria & Western Railroad Company is
learning how to compete with other forms of transpor¬
tation and the T. P. & W. is not alone by a very long
way. Our advertising, our services, and our very atti¬
tudes have changed—for the better.
The railroad industry, by its very nature, is depend¬

ent to a great extent upon general business conditions. /
But in 1954 it is my considered opinion that the share
of freight and passenger transportation sold and served
by the railroad industry will be a bigger percentage of
the sum total available than in 1953.

CLEO F. CRAIG

President, American Telephone & Telegraph Co.

We have had a busy year and expect another in 1954.
The gain in telephones for the Bell System in 1953 was
close to two million. In the last few months long distance
calling has fallen off from its usual rate of increase, with

the result that long distance volume
today is about the same as a year

ago. This probably reflects in some

degree the current situation in gen¬
eral business. The Bell Companies
are moving into vigorous promotion
of long distance services, and with
new and improved facilities now

available, which enable us to provide
better service, we look forward to
further increases in usage.
The telephone construction pro-

pram in 1954 will continue to be
' heavy. Last year we made substan¬
tial progress toward giving all our
customers the kind of service they
want, when and as they want it, but
there is still much more to be done.

More than 430,000 people are waiting for telephones, and
more than a million party line customers want individ¬
ual lines, or lines that they would share with fewer
other people. On top of this is the continuing new de¬
mand for service.

In 1953 the telephone industry celebrated installation
of the 50-millionth telephone in this country. I think
the progress of the industry and of the nation, which
produced this result, is going to produce even more in
the future. We may experience a lag now and then,
and we may not move at quite the same rate in 1954
as in these last several years, which, after all, have been
extraordinary. But I am confident that for the long
run people are going to want more and more telephone
service.

JOHN W. CRAIG

President, Aluminum Industries, Inc.
I believe that 1954 will be a good year for American

business generally. I. confidently expect it to be one
of the better years in the history of our^company. -

• Like most manufacturers, our future is* dependent on
(a) our ability to get raw materials, •

and (b) the demand for our products.
Our basic raw material is alumi¬

num, a metal tliat is so. versatile and;,
so valuab'e.to. industry that its. rise
is .unparalleled in the history of our"*
technologyA Will we be able to get- *

"..enough to supply our needs? The -

answer would seem to be an em¬

phatic "Yes!" not only .for 1954, but
for 1955 as well.
Since the outbreak of the Korean

conflict, $735 million have either
been spent outright for or committed
to the expansion of facilities for pro¬
ducing aluminum. Last year the
production of the metal was in ex¬

cess of 400,000 tons greater than the

tip top peak of the war years, and this year that impos¬
ing all-time high will be upped by probably another
120,000 'fop's. * In*addition td these vaStly^amplified^U?B.

Cieo F. Craig

John W. Craig

sources, a quarter of a million tons per year will come
into the U. S. market from Canada.

Furthermore, this steady, large-scale supply is a major
factor in stabilizing the price of the metal—and stabili¬
zation is vitally important in any calculations involving
the future!

The market? It's big . . . and growing bigger!
At the peak of our war production, almost all of the

aluminum went for military use, chiefly in aircraft.
This fact had a peculiarly beneficial effect on the

whole aluminum industry. Thousands of contractors and
sub-contractors got a chance to work with aluminum for
the first time; they found out for themselves how easily
it handled, how superior it was in so many ways. Alu¬
minum sold itself to American industry during those
war years, with the result that industry adopted alumi¬
num as its own as soon as it was possible to do so.

The acceptance of the metal by industry during the
past eight years has been nothing short of fabulous. This
year, with production up a half million tons over the
peak war years, about two-thirds of that production will
be going directly into civilian use through the building
industry, transportation equipment, industrial machin¬
ery, household appliances, to name only a few of the
large consumers.

However, as with every picture, there are shadows
to contrast with the highlights. At Aluminum Indus¬
tries, Inc., an important part of our production is de¬
voted to the manufacture of aluminum pistons, and a
complete line of engine and chassis parts for automo¬
biles. Our future is, therefore, intimately bound up with
the future of the automotive industry. During the first
half of last year, a complete automobile was produced
every five minutes; this year indications are that rate
of production will be slowed somewhat, perhaps as much
as 10% to 15%. Car production in 1954 is estimated at
around 5,300,000 units.
To offset this drop in new car manufacture, we can

look forward to a greater demand for parts for the
replacement market. With 29,100,000 vehicles on the
road in the three to ten year group, distributors and
jobbers are anticipating an increase in parts business
over last year of some 8%. Our sights have been set on*"
this increased activity in replacement parts, and plans
have already been put into effect for intensified sales
and merchandising efforts in this direction.
With the leveling off and stretching out of the war

preparedness program, defense production will be cur¬
tailed this year. As a result, American industry will be
called upon to exercise every skill and ingenuity to
take up this slack in manufacturing capacity.
With an expanding market, lowered taxes in the off¬

ing, and an abundant supply of raw materials, I find it
difficult to view 1954 with anything other than optimism.

E. A. DARR

President, R. J. Reynolds Tobacco Company

My view as to general business
conditions in 1954 is an optimistic
one. . I think that business activity
will be at a high level. ..__.* -' • -

.We may not hit the peaks that we
have seen in some recent years, but
savings funds of all sorts are at . a

high level, which means that people
have the money to buy things. :

In addition, the tax cut which will
be; effective Jan. 1, even though
small, will add just that much to the
buying power not only of individuals
biit. of corporations who have had
to provide for heavy excess profits
payments and have thus been
obliged to curtail capital expendi¬
tures for improvements, etc.

NELSON DAVID

President, Alaska Airlines, Inc.
The Territory of Alaska has experienced its most

phenomenal growth since the end of World War II.
Basically the two prime forces that have generated this
remarkable development have been (a) the military
expenditures for new.-construction
and maintenance of men and facili¬

ties and, (b) the great expansion of
air transportation within and to and
from the Territory. Other economic
forces, of course, bear most impor-

. tantly in Alaska's new growth pic¬
ture, but the throttle was opened
-by defense measures and expanded
A^oppdiixmity to move and ship by air.
.'I lidng trior to the war, the stra¬
tegic importance of Alaska was un-
rAderstood by a few of our military
leaders, but active acceptance of this
truth did not prevail because of the
remoteness, size and undeveloped
nature of the area. Generally, the

- world thought of Alaska only as a <

place to go for gold, furs and salmon, and travel there
was time-consuming and usually difficult. A good many
years ago, General Billy Mitchell (described Alaska as
"the most important strategic place in the world," but
his prophesy was unheeded until the Japanese landed
in the Aleutians. Since then it is no longer questioned
that Alaska occupies the Anchor position in the defenses
of North America, and this was brought out clearly

Continued on page 50

E. A. Darr

Nelson David
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Department Stores
Face Major Tests
During 1954: McNair
be somewhat easier to obtain in
1954 than during most of 1953.
On the fiscal side of the picture,

the Government is operating at a
cash deficit amounting to about
$3.5 billion thus far in the period
since last July 1. Although Gov¬
ernment deficits are popularly
supposed to cause price inflation,
actually such deficits merely store
tip ammunition for future infla¬
tionary episodes, and the develop¬
ment of such episodes waits on

the emergence of favorable de¬
mand and supply situations. In
the spring the Treasury will have
a surplus, owing to the existing

■

arrangements for the payment of
i both individual and corporate
taxes. This situation conceivably
can exert some downward influ¬
ence on business for the first half-

year; but, on the other side of the
; ledger, individual income tax cuts
and the ending of the excess

r profits tax will stimulate forces
in the opposite direction. The
present prospects for Government
income and Government spending
apparently imply moderately
small budgetary deficits on a cash
basis both for the current Govern¬

ment fiscal year ending Julv 1„
1954, and for the following fiscal
year.

The monetary and fiscal indi¬
cators, therefore, do not point
either to inflation or to serious

deflation. Prices thus will remain

stable, though the general whole¬
sale price index may move down
slightly in 1954 in response to
continued over-production of some
raw commodities. The retail price
level, i.e.. the cost of living index,
likewise may edge down a little,
though it is clear that wage rigid-
ties are tending to produce some

divergence in wholesale and re¬
tail price levels. Retail prices are
now only slightly below their all-
time high, whereas wholesale
prices have slacked off to a point
only about 10% above the 1947-
1949 level, as compared with the
1951 monthly average of nearly
15% above that level. In sum¬

mary, the general price outlook
for 1954 at this writing seems to
promise considerable stability,
with little likelihood of move¬

ments strong enough to upset
business expectations in either di¬
rection.

Important Flows of Spending
With this background, we may

next proceed to analyze the im¬
portant flows of spending which
govern business activity and to
appraise the outlook for each of
these, and thus for business as a
whole. The several sectors which
we must look at include (1) gov¬

ernment spending, embracing de¬
fense, other Federal outlays, and
state and local spending, (2) busi¬
ness spending for plant and equip¬
ment, (3) business spending for
inventory, (4) spending for con¬
struction, both private and public,
and (5) consumer spending, which
is of course by all odds the most
important stream of spending.
(Last year, with a gross national
Hfroduct of approximately $367
billion, consumer , spending for
goods and services amounted to
about $230 billion.) The present
outlook in each of these several
areas of spending may be de¬
scribed as follows;

(1) Government Spending:
Government spending for defense,
including aid given to our allies
abroad and sums spent on atomic
energy, will undoubtedly drop
somewhat from the 1953 figure of
approximately $52 billion. A cut
of at least $5 billion appears prob¬
able, though developments in
southeast Asia may conceivably
alter this estimate. Federal Gov¬

ernment spending for nondefense
purposes will be slightly lower in
1954 as some of the economies of
the Eisenhower Administration

begin to take hold. On the other
hand, state and local spending for
schools, roads, public buildings,
and so on, is increasing and will
continue to rise during 1954. To¬
ward the close of 1953 this state
and local spending was running
at the rate of $25 billion, as
against a figure of $23.4 billion in
1952. A further rise of at least

$1 billion seems likely in 1954.

(2) Business spending for plant
and equipment: Outlays by pri¬
vate business enterprise for new
plant and equipment have con¬

tinued high for several years. In
the year just closed the figure ran

close to $23 billion, though the
trend was down in the last quarter
of the year. For several years

past, the McGraw-Hill Company
has made careful surveys of the
advance plans of business for
plant and equipment spending,
and the forecasts based on these

surveys have been substantially
accurate. For 1954 the appraisal
is for a relatively small downturn
of about 4% in plant and equip¬
ment spending, with manufactur¬
ing industries down 8%, mining
and utilities down about 6%,
transportation down a little less,
and commercial trades and serv¬

ices on the contrary running
somewhat higher. In some quar¬
ters these estimates are viewed as

rather too optimistic, since most

of the fast-amortization plants
have now been built and it is un¬

likely that this class of plant and
equipment spending will continue
to be as important as during the
past three years. Also some grow¬
ing uncertainty in the outlook for
business profits in 1954 may have
an. important effect in modifying
present estimates. Nevertheless
the high rate of technological de¬
velopment and sustained business
confidence in the long-run trends
of American industry may well
continue to keep plant and equip¬
ment spending at a relatively high
level.

(3) Business spending for in¬

ventory: Readjustment in inven¬
tories along with a decline in

defense spending will be the prin¬
cipal source of changes in business
activity in 1954. The rise in in¬
ventories which characterized 1953
is apparently flattening out and
should come to an end early in
1954. Since much of the advance
in business activity in 1953 was
attributable to inventory-building,
this process will now be reversed,
and deflation of inventories dur¬

ing much of 1954 will reduce in¬
dustrial output. A total reduction
of $4 or $5 billion in all kinds of
inventories — manufactur¬
ing, wholesale, and retail — is
not improbable during 1954.
(4) Construction: One of the big

questions is whether the housing
Continued on page 51
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Maintenance...

Protecting the investment in physical plant and equipment
at American Cyanamid's forty-one manufacturing plants
and other facilities throughout this country and abroad is
a fundamental purpose of our maintenance program.

This carefully planned program is designed also to maintain
our operations on a highly efficient, low-cost operating basis.
It contributes, too, to safeguarding the quality of our products,
helps to promote safety and improve working conditions,
and contributes to the "good housekeeping" essential to
individual employee efficiency and high morale.

This is another way in which American Cyanamid, as a
leader in the chemical field, is seeking to increase its
services to American industry.

AMERICANCuanamidCOMPANY

30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y.
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several years ago by President Eisenhower when he de¬
clared that the "defense of Alaska is so important that
it should be considered before the others, both in time
and in importance." Accordingly, defense preparations
have been enormous in the Territory and this continues
apace. ■ '

Alaska is a vast land of approximately 585,000 square

miles, or roughly the equivalent of one-fifth the area of
the United States. It is larger than the combined areas

of Texas, California and Montana, and its central area
is about equal to that of seven of our mid-western States.
The distance from the south-eastern tip of the Territory
to the western-most island in the Aleutian Chain is the
same as that from our Atlantic seaboard in the Carolinas
to the central California coast. And Alaska is not ad¬

jacent to the United States. It is some 1,500 miles by
air from Seattle, Washington to Fairbanks. To defend
Alaska and to develop its tremendous storehouse of
natural wealth, there must be suitable transportation
means. This requirement has been increasingly met by
air carriers and their development programs continue.
Where there is activity in Alaska, some airline par¬

ticipates. The extent to which Territorial commerce

depends on air carriage is unique because surface com¬
munications are scarce, poor and frequently non-ex¬
istent. In most areas all mail moves by air, regardless of
class. There are special arrangements and ordinary par¬
cel post is often employed for air shipment of even
household goods. Much of the food, including perish¬
ables such as milk, meat, eggs and vegetables, is daily
flown from the States to Alaska and between points in
the Territory. Bundles of laundry and boxes of groceries
form part of the regular loads carried by our bush air¬
craft, which perform all the functions of the truck, bus
and train. Just as the early West had its Iron Horse, so
has Alaska its Iron Bird.

Thus with sponsoring by military requirements the
Territory is being provided with the air transportation
facilities that are being utilized for, and are essential
to, increasing commercial developments. Areas adjacent
to Alaska, in Canada.and Siberia, and the Scandinavian
countries, have and are achieving great and diverse
development with conditions and resources similar to
those existing in Alaska. They afford striking proof that
the Territory can be more thickly populated with an

expanding economy. Such is the forward prospect, and
1954 will add a substantial share to the ultimate growth
of the permanent economy of our Northern Territory.

DEANE C. DAVIS

President. National Life Insurance Co.,
' Montpelier, Vt.

The life insurance industry enjoyed a particularly
successful year in 1953 due in part to the high level of
prosperity. Many signs on the horizon now indicate that
the level of business activity in 1954 will be somewhat
below that of 1953, but barring sud¬
den and substantial changes, 1954
promises to be a year of high busi¬
ness activity even though new high
records may not be established.
Two factors which contributed sub¬

stantially to life insurance sales in
1953 and in preceding years were the
great confidence of the public in the
nation's life insurance companies,
and the singular dependence placed
upon life insurance to protect the
family from the hazards of mortal¬
ity and other uncertainties. So long
as these two factors dominate the

public attitude toward life insurance,
the industry will enjoy a very prom¬
ising outlook regardless of minor ups
and downs in general business activity. While life insur¬
ance sales are bound to vary somewhat with the degree
of business activity, life insurance sales in 1954 should
continue at least at the high level of 1953 unless business
recedes more than eminent forecasters predict.
One of the very encouraging spots in the outlook for

the life insurance business is the increasing population
of the country for as the population increases, the need
for life insurance protection grows accordingly just as
the demand for other goods increases. Furthermore, in¬
creases in population add to the momentum of the econ-

omy generally and help provide the wherewithal for
continued purchases of life insurance.

During the past year the price level has been held
practically stable, and this fact alone adds new encour¬

agement to the purchase of life insurance. For the first
time in nearly two decades, the public has witnessed
real efforts and has found substantial evidence that the

valtie of the dollar once more might be looked upon as

a symbol of stability. Continued assurances that the
value of the dollar will not be allowed to depreciate
further will greatly add to the bright outlook for the
life insurance industry.
Life insurance tends to become increasingly attractive

to buyers as the cost of life insurance declines. The con¬

tinued march of medical and scientific advancement sug¬
gests over a longer term the probability of lower cost
of life insurance as a result of improved mortality bar-
ring, of course, an atomic or other cataclysm.
In summary, careful analysis indicates that the life

insurance industry may anticipate 1954 with genuine
oDtimism.

\

HARRY A. DeBUTTS
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Deane C. Davis

Harry A. DeButts

President, Southern Railway System
Whether or not 1954 brings the "leveling off" period

some economists foresee, many observers feel as I do
that business and industry in the Southern States will
continue to enjoy a generally high level of activity.

Their optimism stems from the fact
that industry in the South is deeply-
rooted, prosperous and nourished by
an unbeatable combination of re¬

sources, markets and transportation.
Along the Southern Railway

System's lines alone, business and
industry are riding the crest of a
billion dollar expansion in the past
few years. A number of these new
plants, many in the $20 million to
$30 million class will just be coming
into full production in 1954.
Solidly founded on almost a half-

century of steady growth and in¬
spired by the past 10 years of
phenomenal expansion, the indus¬
trial South is moving so far and so

fast that disinterested observers have joined such par¬
tisan enthusiasts as Southern Railway in naming it
"America's new economic frontier."
Southern's role in this development has been twofold

—first to, encourage the establishment of new business
and industry along its lines, and second to fashion a
modern railway designed to provide the efficient trans¬
portation that spurs all business and industrial growth.
In both roles, the railway's record speaks for itself.

New industrial developments along the Southern's lines
have taken place at the rate of one every working day
for the past 10 years—either hew industries established,
existing plants enlarged or new distributing warehouses
opened.

Together they represent investments literally running
into the billions of dollars, and their impact on the eco¬
nomic life of the region is readily apparent. By almost
every yardstick economists use to measure progress, the
South is outstripping every other section of the country.
Complete dieselization—with 896 diesel locomotive

units in service at a cost well in excess of $123 million
—represents one phase of the better railway the South¬
ern has been and is building to serve this industrial
giant.
Another is the $37 million yard improvement program

that has already seen the opening of two modern freight
classification and forwarding yards at Knoxville, Tenn.,
and Birmingham, Ala., and construction well under way
on another at Chattanooga, Tenn. Improved signaling,
extended use of centralized traffic control, the latest
machinery for track maintenance and constant efforts
to improve operating methods and practices all brighten
the picture of today's Southern.
Borrowing a phrase from the investor's vocabulary, I

would say that "growth prospects" still look very prom¬
ising for both the Southern and the South.

JOSHUA A. DAVIS

Chairman of the Executive Committee, Blair,
Rollins & Co., Inc., New York City

In almost every year a new word appears in the vo¬
cabulary of the American people. Remember "tech¬
nocracy" in the 1930s; "penicillin" in the mid-40s;
"chlorophyll" and "scrabble" more recently. We predict
and nominate as the "word of the
year" in 1954 a four-syllable slugger:
automation. Opponents of free enter¬
prise will seize on the word as rep¬
resentative of all that is evil. The
extreme right-wing will call it the
white hope, the knight in shining
armor who will reduce Walter Reu-
ther to tearful submission. And
thoughtful men everywhere will
wonder—during 1954—if automation
doesn't mean a new cycle in the
industrial revolution. • V • '

Automation is a generic * term
which will assume wider meaning as

time goes on. At the moment it refers
to machine tools, linked together and
operating without manual labor. In
February, an automobile manufacturer will take deliv¬
ery of an automatic machine. This piece of equipment
is 346 feet long and performs 539 machining operations
on cylinder blocks. The capacity is 100 blocks an hour,
with 104 units in process simultaneously. The entire line
is under the cpntrol of one operator. The cost: $2 million.
The thought processes which brought this device into

being were outlined earlier this month by Ralph Cross,
the Ameche of automation, at a dinner meeting of the
American Society of Tool Engineers in New York. This
sophisticated group sat enthralled as Mr. Cross—using
a series of slides—showed the step-by-step progress from
the first crude model which employed an overhead crane

, to transfer the work to the various machines up to the
most recent model which mutters for a moment and

spews forth a finished product.
This is a tremendous picture. Machines of extreme

precision producing more accurate work are fed by
mechanical hands under the over-all supervision of a
mechanical brain called a Toolometer. The Toolometer
masterminds all operations but principally that of warn¬
ing wh^en tools need replacement. A drill or a reamer
performs so many operations and then loses efficiency.
The Toolometer watches each function and flashes a

warning when a change is needed. A pre-set tool is

Joshua A. Davis

placed beside each warning device and replacement is
a matter of less than a minute.

The earlier models were beset by the same problem
that hampers sea-going convoys where the rate of speed
is determined by the slowest vessel. The running time
of the machine was governed by the length of service
of the weakest tool, since the entire line was shut down
by the replacement operation. The solution was found
by grouping machining operations where the service
period was approximately the same. Then each dis¬
similar group was separated by an automatic stacking
device which stores up apd holds the production of "op¬
erating series one" while tools are replaced in the "group
two" of the series. Meanwhile "group three" continues to
operate out of a surplus which was stored up in antici¬
pation of the shut-down of "group two."
A machine like this will replace 70 to 80 skilled work¬

ers. (The distant rumblings you hear are defunct Fabians
rotating in their graves.)

Both Ralph Cross and his brother, Milton, recognize
the controversial nature of their product. Meeting the
problem of labor displacement head on, they have
created an economic approach which points out that all
modernization—including automation—should be intro¬
duced to industrial plants on a programed basis. Scrap¬
ping efficient machinery to buy a new model is just as
wasteful as running a completely obsolete plant. New
machinery should justify the expenditure by comparative
profit analysis with the machine currently in use. When
automation is geared in and proved up financially in
this manner, displaced labor can, in most cases, be
assimilated in other parts of the plant, where produc¬
tion must be stepped up to meet the increased volume
created by automation.

Automation meets the definition of what produces
prosperity in a free economy: greater productivity at
lower cost through increased efficiency, which in turn
produces lower prices to the consumer and broadens
the base of potential ownership.
Surrounded by curses from some and blessings from

others, you'll be hearing it more and more in '54. Pro¬
nounced to rhyme with admiration, the word of the year
is automation.

i RICHARD R. DEUPREE

Chairman, Procter & Gamble Co.

•In looking ahead, it seems to us

the entire world situation is a bit

calmer; certainly business has settled

into a pattern from which one can

more or less foresee events and, with

the great purchasing power that is

potential in this country, we look

ahead with real confidence to the

future.

Richard R. Deupree

CHARLES H. DIEFENDORF ,

President, The Marine Trust Company of
Western New York, Buffalo, N. Y.

It is now generally recognized that a business adjust¬
ment has been underway for some months. While a high
level of activity has been maintained throughout 1953
and a postwar peak level was reached in the spring of
the year, actually many industries
have been confronted with readjust¬
ment problems particularly in the
latter part of the year. Nor is it sur¬
prising that some measure of decline
should appear in the general level of
industrial activities in the light of the
long duration of the postwar boom.
In attempting to forecast as to

whether we are entering a period
of major decline in the economy or
one of adjustment followed by a re¬
turn to relative stability at levels
comparable with those of the past
few years, it is well to appraise the
changing situation through which we
are passing. First we have the fact
that the economy has felt the effect
in recent years of great stimuli, some artificial and of
doubtful soundness, which can hardly be expected to be
equally present in the more immediate future. The inter¬
national situation, both political and economic, appears
to be taking a different turn with consequent effects on
the domestic outlook and a transition to a competitive
economy which has been underway, on an industry by
industry .basis, is moving toward completion.
None of these factors need work to disadvantage but,

on the! contrary, after a readjustment, could well bring
about a stimulation of the general economy.

Among favorable expectations for 1954 are progress
toward inventory adjustments, substantial government
demands for goods and services, readily available cjredit
at reasonable cost, increased highway and other expendi¬
tures by State and local governments, housing construc¬
tion at a high rate, and most important, a continuation
of government efforts to stabilize the economy and to in¬
still confidence through sound money and budget policies.
Based on all that is apparent at this time, it appears

that any down-swing in the business cycle in 1954 will
Continued on page 52

Charles H. Diefendorf
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boom is over or whether it still
has some time to run. Recently
the number of new housing starts
has been running about 10% low¬
er than in 1 the corresponding
months of 1952, that is, roughly
one million starts as against 1.1
million. In relation to family
formation, number of marriages,
number of families still doubled

up, population increase, and so

oh, the housing boom has already
run farther than expected. Fam¬
ily formation is now down to

900,000 a year, as against 1.6 mil¬
lion at the end of the war, and
marriages will tend to decrease
further in the years just ahead
because of the low birth rate dur¬

ing the 1930's. Today fewer than
1.5 million families are living
doubled up, as opposed to three
million at the close of the war.

Also it may be observed that since
1940 the number of nonfarm hous¬
ing units has increased by more
than 50%, whereas population has
increased only about 28%.
On the other hand, there are

factors that bid fair to prolong the
housing boom. These include the
continued strong trend to the su¬

burbs; the development of new

fashions in housing, tending to
speed the rate of obsolescence;
the swing to larger families; and
the increase in discretionary
spending power in conjunction
with easy credit terms that have
made the financial burden of
home ownership no greater than
that of renting. When it is con¬

sidered that mortgage money may
be somewhat more readily avail¬
able, and possibly at lower rates,
in 1954 than in 1953, there is no

present reason to suppose that
the number of new housing starts
will fall very greatly below the
1953 figure.
Of course, as mentioned earlier,

the outlays in the field of public
construction clearly will increase
in 1954 because of the pent-up
demand for schools, roads, and
public buildings, to say nothing
of plans which the Administration
may initiate to speed up public
construction as an antidote to the
decline in defense spending.

(5) Consumer spending: In
order to appraise the outlook for
consumer spending in 1954 it is
necessary to look at the prospects
for consumer income and to try
to size up consumer attitudes to¬
ward spending.

During recent months, total per¬
sonal income has been exhibiting
a small decrease; and with some¬

what lower industrial activity in
1954 and the prospect for fewer
wage increases than in 1953, this
slight downward trend of person¬
al income may be expected to
continue. Farm income, of course,
has already declined substantially;
but the rate of decrease in this
sector of income is likely to be
less than it was in 1953. On the
whole, the outlook seems to be
certainly not for an increase in
consumer income in 1954, and
probably for some decrease. This
situation does not necessarily
mean, however, that consumer

disposable income (that is, what
consumers have left to spend or

I save after they have paid their
taxes) will be lowered to the same

extent, since of course the 10%
reduction in personal tax rate be¬
came effective as of Jan. 1, 1954.
Hence the 1953 figure of $248 bil¬
lion for disposable income may
not be reduced in 1954 by more
than $4 or $5 billion at the most.
Also it is to be remembered that
some augmentation of consumer

spending power may come from
the substantial maturities of Sav¬

ings Bonds in 1954.

Consumer attitudes toward

spending in 1954 are more diffi¬

cult to appraise. The big ques¬

tion, of course, is on the rate of
consumer saving, now running at
a figure of nearly $19 billion a

year, or 7.5% of disposable in¬
come. Will this rate of saving in¬
crease, or decrease, in 1954? Here
we must confront the problem of
consumer debt. Total consumer'

credit outstanding is at' a new

high of over $28 billion, but it is
noticeable that the rate of increase
has been slackening. -Consumer
installment buying seems to be
leveling off. At the same time,
however, consumer payments on
retail accounts receivable (30-day
open-book accounts) have been
lagging seriously. Seemingly some
consumers are tending to curtail
both their spending and their pay¬
ments on 30-day accounts in order

to maintain their payments on in¬
stalment accounts and home mort¬

gages. These are the effects which
have so long been predicted as a

consequence of the rapid growth
of instalment credit. The danger
is not that of widespread default
but rather the possible slowdown
of industrial production which re¬

sults from consumers' tending to
pay off old obligations faster than
they incur new ones.
On the other hand, the most re¬

cent study by the University of
Michigan Survey Research Center
with respect to consumer buying
intentions indicates a more favor¬
able attitude toward purchases of
large household items at the pres¬
ent time than previous surveys
have shown during the past year.
Consumers participating in this

most recent survey apparently
look for stable prices and con¬
tinued high income, even though
a higher percentage of them than
in previous surveys expect con¬
siderable depression and unem¬

ployment at some time during
the next five years. The question
of course is whether consumer

psychology will stay good during
1954, particularly as unemploy¬
ment figures mount. (An increase
of 400,000 unemployed has just
been reported in December, and
of course this development took
place subsequently to the Michi¬
gan survey.)
As has been so often empha¬

sized, the critical problem with
respect to consumer spending de¬
velops because of the large and
growing area of optional expend¬

itures, purchases particularly of
consumer durable goods which
can easily be postponed. That is
why the automobile business is
such an important question mark
for 1954. The 1953 production was
about 6*4 million cars, represent¬
ing roughly 13 cents out of the
consumer dollar, as against an ap¬

parently normal figure of around
10 cents. There is much plausibil¬
ity, therefore, in the view that the
1954 demand for automobiles will
not exceed 5.5 million cars.

In relation to this optional area
of consumer expenditure, of which
the automobile is so good an ex¬

ample, the important point is the
necessity for manufacturers and
all kinds of distributors to push

Continued on page 53

CASH REGISTERS. Nationals are used in ticket
offices and on dining cars to speed service, provide
valuable control and information.

ACCOUNTING MACHINES. National's exclusive do automatically operators cannot do wrong,
combination of automatic features does up to % Operator training is simplified, and operators
of the work automatically—and what machines are happier because their work is made easier.

ADDING MACHINES. Nationals provide an ex¬

clusive combination of features that handle general
figure work with minimum time and effort.

"Constantly improved mechanization is the
key to good railroad operation. Even our

accounting and statistics must run 'on
schedule.' National Accounting Machines
sharply reduce our cost of Payroll Account¬
ing, Check and VoucherWriting, Accounts
Receivable, Disbursement Analysis, and
numerous other accounting jobs.
"We also use National Cash Registers in

ticket offices and dining cars for control and

public service; and use National Adding
Machines for general figure work.
"Our investment in Nationals is $302,296,

and we estimate the resulting annual savings
in expense is $359,000. Thus the machines
return about 100% on the investment every
10 months."

Utx55.
Vice-President, Finance and Accounting

No matter what the size or type of
your business, National machines
pay for themselves out of the
money they save, then continue sav¬

ings as handsome annual profit.

: ♦THAOE MARK V. 8. FAT Orr, : :

e/Patkmal
ACCOUNTING MACH/NfS

ADDING MACHINIS ♦ CASH RIGISJIRS

THE NATIONAL CASH REGISTER COMPANY,
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not be of great magnitude and that the general level of
business, while somewhat under the 1953 average will
produce a high national income and a satisfactory busi¬
ness year.

GEORGE S. DINWIDDIE

President, New Orleans Public Service Inc.

Recent information on current general economic con¬

ditions shows varied estimates for 1954 ranging from
mild pessimism to cautious optimism. There is general
agreement that for the past three or four months we

have been moving through a period
of balanced downward adjustment.
The point of change was the close
of the Korean hostilities. Opinions
differ, however, concerning the
probable rate of decline in produc¬
tion, sales and prices during the new

year. Some observers anticipate
only minor reductions; while others,
thinking primarily of selected goods
or industries, see stronger cause for
apprehension.
After 30 to 60 days of accent on

the pessimistic forces at work, we
now find some reversal of attitude
with accumulating support for the
view that 1954 will still be a good
business year by comparison with

all years except possibly 1953. It is expected that Fed¬
eral, state and local government spending in total will
continue at high rates. Dollar volume of consumer and

business spending may shrink somewhat, but if lower
costs are attained as they may be, real incomes and

profits can match those of 1953. Abundant production
and lower prices in a buyers' market are providing a

new experience for breadwinners.

Federal tax law now provides for 1954 reductions in
individual and corporate income taxes, and elimination
of excess profits taxes. The result should be more

. consumer and business spending than would otherwise
be the case.

The encouragement provided by these tax reductions

may well bring about an ultimate increase in expendi¬
tures, construction, production, payrolls, and business
incomes. In this event, more goods and services will
be provided for more people, and a larger aggregate
of taxable income will be produced for support of Fed¬
eral Government needs. ,

New Orleans Public Service Inc. provides electric,
natural gas and transit services in the City of New
Orleans.,

We look forward to sustained growth in the use of
both electricity and gas. New techniques in manufactur¬
ing and new office and home needs for economy, com¬

fort, and convenience will bring ever mounting demands
for service. Air conditioning, once regarded perhaps as
a luxury, is becoming a necessity.

Natural gas service has been provided in New Orleans
since 1928. Home, commercial and industrial use of
natural gas expands slowly but steadily. Increasing
numbers of large pipeline companies are obtaining cer^
tificates of convenience and necessity from the Federal
Power Commission which allow them to export natural
gas from producing regions. Such exportation is bring¬
ing about larger withdrawals for gas reserves and
higher field prices. We will continue to urge that the'
governmental agencies having authority give full con¬
sideration to the needs of local consumers in the gas
producing areas.

In order to provide for an ample supply of gas to
New Orleans consumers, Public Service in 1952 negoti¬
ated a new gas purchase contract which extends through
1975. Prices are of sourse subject to change by appro¬
priate regulatory authority.
As to the transit industry, people living in urban

centers are beginning to realize more and more that
efficient transit systems can help solve traffic problems
and preserve the high level of usefulness of existing
business and trade centers. Transit can move tre¬
mendous volumes of people with minimum and brief
use of street space.

In New Orleans, with the cooperation of the city offi¬
cials, we are endeavoring to operate an efficient transit
service at a relatively low fare, and thus encourage
wider use of the service, especially in congested areas.
Riding has declined since 1946 because of the sharp
increase in automobile usage following the rationing
period of World War II. We hope, however, that growing
recognition of the economy, safety, and convenience of
transit riding will bring about a larger volume of rides,
particularly in off-peak hours. *

Leland I. Doan

LELAND I. DOAN

President, The Dow Chemical Co.
< It is becoming redundant to say that competition is
going to be tough. Competition is already keen and, as
I see it, will intensify in the months ahead. Accelerated
expansion made necessary by the international situation

has resulted in capacities in a num¬
ber of lines that are beyond current
domestic requirements. This adds
up to a picture which looks good in
the long view, if less attractive for
the immediate future.

As I see it our economy has
crossed the threshold of a new nor¬

mal. Perhaps ' "normal" with ref¬
erence to economics can no longer
be defined, but I see it as a period
of generally high productivity and
employment; a period in which there
will be some ups and downs but

which, on the whole, is sufficiently
on an even keel that it might serve
as an economic base period at some
future time. I say "new" because

this era bears little resemblance to such previous base
periods as the middle '20's or late '30's. Our productive
capacity is infinitely higher, as are wages and living
standards. We have a greater international awareness,
and industrially we have vastly greater frozen-in over¬
head—not only greater capital investment per worker,
but pensions, insurance programs and other fringes as
well as new staff functions and policies indicative of
greater social consciousness.
Our labor relations, while not perfect, are more in¬

telligent and mature. Our government is "middle of the
road," and while some tax relief is now in prospect it
seems certain that governmental s'pending and taxation
will continue at high levels. Governmentally and other¬
wise we have better means to cushion set-backs and

plug leaks in our economic dikes.
These and other factors add up to a new look in nor¬

malcy which should be quite satisfying. Certainly we
cannot be complacent, but neither do I think we should
be apprehensive because our recent abnormal pace of
economic expansion is now decelerating somewhat.
If the months ahead bring all the problems which at¬

tend a highly competitive period, they at the same time
bring opportunities for business to do many things
which were impossible or infeasible during its period
of forced-draft expansion.
The 1954 businessman can well apply himself to

strengthening his organization, eliminating wastes, im¬
proving operational techniques, surveying critically his
marketing methods and channels of distribution, as well
as intensifying the research from which tomorrow's
progress will spring.

(

These are the things which make our economy so

highly productive and are thereby at the root of its great
strength. So to the degree that a buyers' market pro¬
vides incentive for these activities it contributes to our

fundamental economic health. We should approach 1954
with sober and analytical minds, with enthusiasm and
ingenuity, but above all, with confidence.

ERROL W. DOEBLER

President, Long Island Lighting Co.
The arrival of 1954 finds Long Island looking forward

to another year of progress and growth.
Continued migration of new industries to Long Island

attracted by numerous advantages, will give still further
diversification and provide an ever

stronger economic base from which
to operate. One of the most reliable
barometers of territorial growth is
the demand for gas and electricity.
This demand reached an all-time

high on Long Island during 1953
and is expected to grow during the
coming year. We estimate that 1954
will see about 15,000 gas and 30,-
000 electric meters added to our

system.
Hundreds of new homes will give

convenient comfortable housing to
our ever-growing labor force. The
commercial establishments, which
bring the necessities of home and
business life to our communities,
.are expected to increase in size and number.

Our long-range plans call for a continuing construc¬
tion program which will ^include the completion of a
new 100,000 kilowatt electric generating unit at our
Glenwood Landing plant in 1954 and the start of con¬

struction, during 1954, on what will be our largest elec¬
tric generating station at Anderson's Island, Island Park.

Continuing to emphasize our search for better and
more economical means for serving the people of our
territory, we will stress research and development work
which in the past year has proven itself well worth
while. We have realized considerable savings in con¬
struction costs by using outdoor type turbines, formerly
thought suitable only for warmer climates; by using ma¬
terials new to our system such as aluminum wire in
place of copper; and by standardizing construction and
maintenance work throughout our territory.
During 1954 we shall continue our program of central¬

izing personnel and equipment where possible to facili¬
tate operation. With the first section of our Hicksville
Central Operating Headquarters completed during 1953,
further studies culminated in plans for the eventual

Errol W. Doebler

Guilford Dudley, Jr.

construction of a $2,600,000 administration building and
a $780,000 gas meter shop at this location.
The addition of new load-building appliances, the

more widespread use of familiar ones and the continu¬
ous addition of new customers to our system will bring
their share of problems. Good planning, however, will
take care of these problems.
We expect 1954 to be a busy year and a profitable one.

GUILFORD DUDLEY, JR.
President, Life and Casualty Insurance Co.,

Nashville, Tenn.
In spite of the fact the consensus is there will be some

"leveling-off" in our national economy during 1954,
there seems tp be no reason why the life insurance busi¬
ness as a whole cannot fare at least as well as it did in

1953, if it doesn't actually record in- ;

creases from the standpoint of the
sale of new business.
The life insurance industry has •

shown gains year after year for the
past few years, as have other indus¬
tries, but not for the same reason,
Some have prospered because of the
bare fact that more people had more

money to spend. Others gained be¬
cause of the nation's war and/or de¬
fense needs. While it is true that life
insurance prospects are today some¬
what less reluctant to part with pre¬
mium dollars, higher wages do not
automatically create a greater con¬
sumer demand for the unique serv¬
ices of life insurance as it does for

certain tangible consumer items offering immediate
satisfaction upon purchase.
Life insurance must be "sold" in good times as well

as bad. For this reason, the training of life insurance
agents has increased rather than diminished during the
past several years.
If, as has been predicted, competition for the consumer

dollar is keener in 1954 than it may have been in 1953
or 1952, the life insurance representative, through his
training, is prepared to meet the competion. He may
have to make more calls, work a little harder, but he
will not lose momentum or valuable time by having to
stop to learn to sell all over again, which is the predic¬
tion made for many sales organizations.
There are some indications that life insurance repre¬

sentatives generally have not been working quite as haTd
as they used to. Most life insurance companies have
experienced excellent production of new business the
past several years and greater increases of life insurance
in force. However, the number of policies issued, though
increasing, have not increased proportionally. This indi¬
cates that the average life insurance salesman is making
larger sales but not as many as he once would have
made to secure the same volume. However, personal
effort can be increased instantaneously while the tech¬
niques of selling can only be improved over a period
of time.

Similarly, we feel we can reasonably expect a good
year from the standpoint of investments. It is expected
that construction for housing will be in excess of one
million units this year, which will create a demand for
mortgage loans; and the vast amount of government
financing which must be done in 1954 should prevent
any drastic change in the interest rates on government
bonds.

All in all, we feel the outlook for the life insurance
industry is most favorable for 1954.

DR. ALLEN B. DuMONT ^
President, Allen B. DuMont Laboratories, Inc. T

■;-v -The year of 1953 witnessed greater over all progress
for television and electronics than in any previous year.

- In this first full year since the lifting of the freeze
on construction of new stations, manufacturers of tele¬
vision broadcast equipment swung : . ?
into high gear production for the

; first time. As a result, the number
of new stations which went on the
air far exceeded the most optimistic
predictions of 1952.
At the close of 1952, there were

125 stations in operation, 17 of
which were post-freeze installations.
It was generally thought back in
January, 1953 that about 75 new

stations would go on the air and
equipment for about 75 more would
be shipped. Instead, there are ap¬
proximately 350 stations in opera¬
tion, and more than 225 are prepar- I
ing for early television transmissions. Dr. Allen B. Du Mont
Matching this production of broad- 1

casting equipment was the manufacture of approximately
seven million black-and-white receivers to bring the
total number of sets now in use to the figure of 27%
million.

Expansion was the keynote in other branches of tele¬
vision. Programming made substantial progress as did
the use of closed-circuit television in the multiple fieldsof merchandising and for a growing number of indus¬
trial uses.
In 1953, Allen B. Du Mont Laboratories, Inc., as the

only company engaged exclusively in television in allof its phases, reflected the patterns of expansion within
the industry.
The Du Mont Television Network continued to

strengthen its position as a truly national video service.From 74 affiliates, which composed the network at the

Continued on page 54
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hard on quality improvement, in¬
novations, new items, lower prices,
and so on, in order to induce
greater consumer spending; and it
is the retailers' part in this task,
of course, about which we have
been talking to you most of this
evening.
On the whole, I am reasonably

optimistic on the outlook for con¬
sumer spending in 1954. I believe
it will take strong effort on the
part of both manufacturers and

retailers, but I think the prospects
are good that consumer spending
can be maintained at a figure
only slightly below the peak
reached in 1953. • - %

Pulling the Picture Together

To pull this whole picture to¬
gether, what I visualize in the
way of key economic trends for
1954 may be expressed in the fol-

. lowing specific guesses (although -

I recognize the danger of going
so far out on a limb). These are

estimated averages for the cal¬
endar year 1954:

Gross national product $350 bil¬
lion, down from $367 billion.
Federal Reserve index of pro¬

duction down 6% or 7%.
Unemployment slightly over 2Vz

million.

Disposable income $243 billion,
. down from $248 billion.

Personal consumption expend¬
itures $227 billion, down from
$230 billion.
Wholesale price level down

iy2%.
Cost of living down 1%.
Money and credit conditions

, slightly easier.
Profits moderately lower.
If these guesses should prove

• not too wide of the mark, 1954
can be characterized as a year

• of business readjustment rather
; than as the beginning of a seri¬
ous recession. It will therefore
resemble 1949, though the read¬
justment in 1954 bids fair to be
both broader and* somewhat

deeper than that of 1949. The sit¬
uation that developed in 1949 was

primarily a soft goods inventory
adjustment. At that time the de¬
mand for heavy goods was still
strong—housing, plant and equip¬
ment, and consumer durable
goods. At this time, however, a
more general inventory adjust¬
ment seems to be called for, cer¬
tainly including consumer dur¬
able goods; and there is perhaps
some doubt as to how strongly tne
underlying demand for housing
and plant and equipment will
bolster the total situation. There¬

fore, I do not have the temerity
to guess whether an upturn will
take place before the end of 1954
or whether the readjustment will
extend into 1955.

I have noticed that most econo¬
mists seem to he much happier
when they are appraising the

'

long-run outlook for the Ameri¬
can economy than when they are
trying to assess nearby contin¬
gencies. Though generally depre¬
cating that tendency as a type of

, escapism, I believe that a word or

two concerning the longer-run
outlook may not be inappropri¬
ate here. The darkest cloud on

the horizon, of course is the in¬
ternational situation. I am "not
one of those who believe that this

- situation is improving. On the
-

contrary, I think the realization
- gradually will grow on us that we
are losing the cold war, that ulti¬
mately we shall have to end our

wishful thinking and face the
i necessity of large sacrifices to
defend our national existence. --1
believe this crisis will come be¬
fore 1960. But even if this dark

expectation should prove to be
wrong (and I sincerely hope that

1 • • \ H. -V.' •

it, will), we must, at ,some not too
distant time, face squarely up to
the problem, not unrelated to in¬
ternational tensions, of our eco¬
nomic and trade relations. With
the rest of the world. We cannot,
for instance, continue indefi¬
nitely our agricultural price sup¬

port program, with its drain on
the taxpayer and its accumula¬
tion of surplus foodstuffs that
spoil in government warehouses
while millions throughout the
world go hungry. Another omi¬
nous portent is the increasing in¬
cidence of crime in this country,
and the closely related factor of
teen-age delinquency. Ail our

bright economic prospects will
avail us little if we are unable to

halt this rising tide of moral dis¬

integration. Clearly the burden

on home, ?cl}urch, and t school is a
very real one.

But if we can counter these ad¬
verse threats and trends, there is
no disputing the fact that our eco¬
nomic future is bright. Advanc¬
ing technology, population growth,
and the driving spirit,- of free
choice and free endeavor can

build us an economic future lit¬

erally without limit. At other
times and in most otner countries

today the factor of rapid popula¬
tion growth could not be listed
as an economic asset, for increased
population would simply cause
more pressure on scarce means of
subsistence. Today in the United
States we are, as someone has put
it recently, "over the hump" with
respect » to population, because
population growth increases our

domestic market, and the growing
requirements, demands, and de¬
sires of our domestic market are

increasingly the source of our

prosperity. It is this message, of
course, which Paul Mazur has
sought to convey in his book, "The
Standards We Raise'; and it is
on this hypothesis that has been
built much of the work of the

Committee on Dynamic Retailing
for the Modern Economy, whose
group chairmen have spoken to
you this evening.
But these considerations are

taking us too far afield. Let us

return to the more specific exam¬
ination of the retail problem for
1954, and more particularly the
spring season of 1954. Total retail
sales for the period January
through November, 1953, were

+ 5% over the same 11 months in
1952. For the same period depart¬
ment store sales were +z%, and
the recently published figures for
December indicate a breaK-even
in sales between the two years for
the important Christmas selling
period. In part this discrepancy
between the trend of total retail
sales and the trend of department
store sales reflects the substantial
emphasis on automobile sales in
1953. It is also to be borne in
mind that during the past several
years department store sales in re¬

lation to general merchandise
sales, and indeed in relation to thd
entire group of nondurable goods
sales, have been falling behind.
Because of the expected decline in
automotive sales in 1954; depart-
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Chemicals and other industrial products—

as well asfoods—carry the Armour label

ARMOUR

Can we help solve
some industrial

problems for you?
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' It's < a long jump from stockyards to oil fields, but
Aimour serves industry, as well as consumers, in both
places. To take one example, both secondary oil re-

: covery and primary production are benefiting from
Armour chemicals which combat corrosion, lower
surface tension, and work in other ways to increase
production. This is just one place where Armour non¬
food products are used to solve industrial problems.
Other applications range from the making of fine
papers to road resurfacing, from new methods for
case-hardening metals to softening textiles. And future
applications depend only on the challenges we receive
from you!
All industry can benefit directly from Armour food

products, of course. Many plant cafeterias run more

smoothly because of the dependability of Armour
foods. We prepare and package many products espe¬

cially suited for cafeteria operations. This is particu¬
larly true for factories and large business organizations
whose huge number of employes must be fed well-
but quickly, and at low cost.

In both food and non-food operations, the range
of our products is the result of our 86-year-old desire
to serve industry wherever and whenever possible.
In recent years we have taken — and helped other

industries to take— great strides. If you have a prob¬
lem we might help solve, call on us today.

Armour and Company
General Offices

Chicago, Illinois

Beef, Lamb, Veal and Pork • Smoked meats * Frosted meats • Canned foods • Sausage • Butter, Egg$> Cheese and Poultry • Lard and Shortenings
Adhesives* Ammonia • Chemicals* Coated abrasives* Curled hpir • Glycerine t Industrial and Household Soaps* Pharmaceuticals• Leather • Wool • Fertilizer^ '
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end of 1952, the number of stations on its roster has
prawn to 205 A majoritv of these are interconnected
bj A T & T facilities. Outside of the United States an
exchange agreement was effected with the Canadian
Broadcasting Corporation covering its currently operat¬
ing stations in Toronto, Ottawa, and Montreal, and for
additional stations as they go on the air. Similar agree¬
ments are being worked out in Mexico and Australia.

Signing of new network business kept appropriate
pace with network expansion with a sizable increase in
network billings for the year.

In the Spring of 1953 Du Mont started the presenta¬
tion of programs from its new Tele-Centre in New
York. The Tele-Centre contains the most modern tele¬
vision studios in the world. WTTG, the Du Mont Wash¬
ington D. C. station, completed its move to new facilities
in the Raleigh Hotel, where it produces more live pro¬

grams than any other station in the nation's capital.
WDTV. Du Mont's Pittsburgh station, is completing its
new studio in the Gateway project, which will be one
of the most fnodern studios in the industry. The station
is also preparing to move to higher power with its new
Du Mont 25 Kilowatt television transmitter.

The Du Mont Instrument Division, world's largest
producer of Cathode-ray- oscillographs and allied equip¬
ment, strengthened its position in the instrument field
when it occupied a completely new plant, largest in the
world devoted exclusively to the production of Cathode-
ray instruments. The plant, located in Clifton, New
Jersey, provides 118,000 square feet of office, engineering
and production space. The Division produces the most,
complete line of oscillographs and accessory equipment
for making precision measurements in such diversified
fields as medicine, nuclear physics, acoustics, ballistics,
automotive and aircraft engineering.
The Du Mont Television Transmitter Division almost

doubled its size and output during 1953. It set a new

industry standard with the introduction of a new high-
power 5 kilowatt UHF television transmitter. This new

transmitter gave such performance and coverage that the
art of UHF telecasting was brought to lull maturity.
The Division also started regular delivery of its new
25 KW VHF transmitters. The Du Mont Video Recorder,
shown for the first time at the 1953 Institute of Radio
Engineers show in New York City1, provides the tele¬
vision broadcaster with superior equipment for the film
recording of programs. In addition to the broadcasting
field, the Division was active in industrial television. It
introduced the Tel-Eye, a small-size, portable television
camera which can be directly connected to standard
television receivers and gave a major impetus to the
rapidly growing field of closed-circuit industrial tele¬
casting. A new 1 kilowatt UHF transmitter was also in¬
troduced for those broadcasters desiring to go on the
air with medium power stations. \ ,

Recently the new " Du Mont "Colorvision Slide
Scanner" was introduced.- This precise electronic-
optical equipment will aid the development of color
television receivers and programming, since it will pro-
yide broacasters and manufacturers of receivers with a
video color signal source for test purposes and for the
design of new equipment.
Du Mont's complete line of television receivers found

increasing consumer acceptance. The Receiver Division's
sales showed a 25% increase over 1952. Despite heavyreceiver inventories throughout the industry, Du Mont's
portion of national manufacturers' inventories droppedmore than 40% from November 30, 1952 to last Novem¬ber 30. In 1954 the Division is activating an acceleratedand broadened plan for continuing analysis and follow
up relating to consumer demand, production scheduling,
merchandising, and sales..
The Cathode-ray Tube Division continued to pioneerin the development of new tubes for television and in¬dustrial use. In 1953 its outstanding development wasthe "Hi-R" Teletron, which produces pictures with

greater resolution than previous electrostatic focus pic¬ture tubes. By generating a smaller, rounder spot, the'Hi-R" Teletron provides maximum contrast betweenfullest whites and deepest blacks. For industrial usersof Cathode-ray tubes, the "Mono-Accelerator," a newdevelopment enabling more accurate quantitative aswell as qualitative measurements using Cathode-raytubes, was introduced. These 1953 developments aremajor achievements in the design of Cathode-ray tubes.,
Although final figures for Du Mont for 1953 are notyet fully compiled, sales for the first 11 months of thispast year lor the overall company were 20% above thosefor the comparable period in 1952. It is anticipated thatprofits for the full year will exceed those of 1952.
An important industry development during 1953 wasthe approval of the industry's proposed color standardsby the Federal Communications Commission. Althoughthe decision is ahead of the industry's ability to deliver

commercially practical color television and programsfor several years, it does standardize a system of colorbroadcasting that is compatible and in the public interest.
Consumers, on the whole, will demand large screencolor television. Du Mont expects to introduce such a

receiver in 1954, but the public should know that colorreceivers produced by any manufacturer will be tooexpensive for the average consumer—regardless of the
screen size.

Nor will many color programs be available for view¬
ing in the near future. In time our industry's ingenuityand technical competence will change this situation.
But large-screen color television at reasonable cost is a

number of years away. Consumers who want the en¬

joyment of television during the next few years will

Alexander E. Duncan

find that today's black-and-white receivers offer ex¬
ceptional value combined with reliable, movie-clear
reception.

ALEXANDER E- DUNCAN
Chairman of the Board, Commercial Credit Co.

Commercial Credit Company has just closed its big¬
gest and best year in its history. The outlook for the
company for 1954 is very satisfactory, provided nothing
unusual turns up to upset the economy of our country.

In my opinion, an adjustment re¬
cession in business of 5% to 10% in
1954 over 1953, with proportionate
increase in unemployment would
prove much more sound for our

economy than a continuation of a

boom period. This would bring about
much needed economy in operation
and increased efficiency of employees
and help to create a more normal
ceonomic condition. I think 1954 will

generally be a good year for business.
I am quite bpposed to lowering

existing tariffs—some of them should
be raised. This country cannot con¬
tinue to give, sell or lend its most
modern machinery and supply the
know-how to train employees in for¬

eign countries to operate same at a greatly reduced wage
scale and standard of living and then expect to compete
with such countries, either abroad or even in the United
States. Having a somewhat similar wage scale and stand¬
ard of living, free trade might well be economically
sound, but not at present, between the United States
and foreign countries.

HON. HENRY DWORSHAK

U. S. Senator from Idaho

Congress and the Administration should act quickly to
help stabilize the domestic mining industry, Especially
the lead and zinc producing segment which has suffered
widespread unemployment and production curtailment
because of excessive imports of low-
cost metals.

Legislation providing for a flexi¬
ble stabilization tax on lead and zinc
imports failed to pass in the last
session and thus deprived the dom¬
estic. industry of one source of pro¬

tection. The situation has grown

progressively worse since then and
neither the Congress nor the Ad¬
ministration can longer avoid the

responsibility of dealing with it.
Now, at a time when proposals are

being made to relieve unemployment
in certain industrial production areas -

by spreading defense contracts, it
seems indefensible to ignore the
domestic mining industry—so vital
to our defense and to our national economy—and which
has been in distress for more than a year.

Currently, I am studying various legislative approaches
and intend to introduce legislation early in the coming
session.

During some months of 1953, enough zinc was im¬
ported to take care of our entire current requirements,
thus obviating the need for producing a single ton of
zinc in the United States. How can we expect to main¬
tain a sound mining industry in this country under such
conditions? Reliance upon foreign producers is un¬

sound economically and a menace to our national se¬

curity. As more and more domestic mines are closed
down, the American consumer is being forced to place
greater reliance on foreign sources. It has been obvious
that when metals sell at high world levels, as they did
in 1951, foreign producers prefer to sell to any customer
willing to pay the price without regard to the needs of
the United States;" but when prices slump they direct
their surplus stocks at this country. The result has been
depressed prices, curtailed production and unemploy¬
ment in the domestic mining industry in the United
States.

With the exception of abnormal periods, this country
has imported approximately one-third of its require¬
ments of lead and zinc. It would appear equitable to
foreign producers as well as a safeguard to our domestic
industry to maintain this approximate ratio. Other
countries have placed both tariffs and import quotas
upon many commodities, and some action should be
takeri by Congress with administration support to set
up adequate safeguards for our own mining industry.
Surely it is no more illogical or unreasonable to demand
consideration for producers and consumers of lead and
zinc in the United States than it is for certain elements
to call for loans and grants of American dollars to sup¬

port and expand the economic status for foreign produc¬
ers of these minerals.

Virtually every foreign producer of minerals has
lower costs than our own industry where wage levels
have reached high standards. Tax-saving incentives are
not in themselves a solution because they mean little
to an industry which is losing money or is shut down.
Stockpiling would not curtail unneeded world produc¬
tion. Wheat, flour and sugar producers in this country
are protected by import quotas. Consideration should
be given to some means for stemming the flood of low-
cost foreign metals which is fast washing out a key
domestic industry and making us increasingly dependent
on uncertain, if not capricious sources of supply abroad.

Henry Dworshak

W. n. Edwards

W. H. EDWARDS

President, Lehigh & New England Railroad Co.
The Lehigh and New England is a freight-carrying

Class I Railroad. We have no passenger, express or
mail service. In fact, we have very little L. C. L.
service.

In the first 10 months of 1953, 38%
of our tonnage was anthracite, 16%
bituminous coal, 29% cement and
17% miscellaneous. Our investiga¬
tions have convinced us that our

bituminous coal tonnage will be
better in 1954 than in 1952 or 1953,
and that our cement and miscellane¬
ous tonnage will be better than in
1953 and approximately equal to
1952. Tell me what kind of weather
we are going to have in 1954 and I
will forecast our 1954 anthracite

tonnage. After having an unusu¬
ally warm winter for the past four
years and with every prospect for
the same kind of warm winter this

year, I hesitate to forecast business conditions for the
new year. Undoubtedly, if we have a cold winter our
anthracite tonnage will materially increase.

H. P. EELLS, JR.
President, Basic Refractories, Inc. v

Following the anticipated decline in steel production
in 1954, the consumption of granular refractories, an
essential element of the steel making process, is ex¬

pected to be correspondingly lower in the coming year.

Having kept pace with the rapid steel expansion pro¬
gram over the past decade, the industry is faced with
the same problem as other industries which are reced¬
ing from the peak production levels to which plant
capacities have been geared. Fortunately, in many in¬
stances this can be accomplished by abandoning or re¬

verting to a standby status older plants which have
been substantially depreciated and have, in effect, be¬
come obsolete by reason of technological improvements
in newer units.

However, after being accustomed for such an ex¬
tended number of years to producing everything
possible with the facilities available, we must now
make certain readjustments. In planning capital ex¬

penditures, the greater emphasis must shift from
capacity increasing projects to cost reduction meas¬
ures. A reduction in the number of hours worked per
man is also indicated, not only as a cost saving device
through reduction in overtime, but as an effort to keep
the greatest number of people gainfully employed. And,
of course, the continual search for new and better prod¬
ucts to enhance competitive positions must be main¬
tained.

With the effective use of these measures, earnings for
1954 should not be affected as much as the decrease in
volume might at first indicate.

A. G. ELAM

President, Southern Commercial & Savings Bank,
St. Louis, Mo.

What is ahead for 1954? It is difficult to predict with
any degree of accuracy just what will happen to the
banking business since banking, more than most busi¬
nesses is affected largely by individual temperament,

and no two people's reactions are

the same, even though the conditions
and circumstances are similar. All

signs indicate there will be some im¬
portant changes. Bank management
will play a major role this year,
because it will be examined by the
individual more carefully than here¬
tofore. When the necessary changes
take place, everyone regardless of
class or income will be affected.
Gradually but surely the props and

supports, which have been so gen¬
erously and needlessly used in the
recent past, are being removed. A
new kind of economic foundation is
being constructed — a kind with
which most of the younger genera¬

tion is not familiar. The word "work" will again be rec¬

ognized as important and significant.
If the people will come down out of the clouds and

apply some good old-fashioned principles, practiced by
our forefathers, we have nothing to fear. If, on the
other hand, we continue our extravagant habits in gov¬

ernment, in business, and in our homes, then the antic¬
ipated improvement will not come rapidly.
Our government, and too many people, having ac¬

quired lavish habits, traveled at a speed comparable
with the jet plane. It will be most difficult to brake

effectively without skidding dangerously. It will not be

easy to give up any part of this glamorized prosperity.
We have lived in a world of make believe. We must

relearn the meaning of self-reliance and thrift, and thus

regain initiative and resourcefulness. We must realize
that our v/ay of living has to be reestablished on a firm
base that will bring us back to realities. Only when we

are delivering 100 cents of service for the dollar received
Continued on naae 56
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Department Stores Face Major Tests: McNair
ment store sales in this coming
year should show a somewhat
more favorable relationship to
total retail sales, though there is
considerable likelihood that the
trend of department store sales in
relation to general merchandise
sales and to the broad category
of non-durable goods sales will
not be improved.

Predictions for Spring Season

Taking all these factors into
consideration, I am guessing that
the spring season of 1954 will
yield department store sales ap¬

proximately 2% to 3% lower than
the sales for the same period of
1953. At the same time, in all
probability the percentage of
gross margin will be very slightly
reduced as a result of some in¬

crease in markdowns. Since mar¬

kets may offer opportunities for
advantageous buys, I expect that
initial markon perhaps can be
improved slightly, but presumably
not enough to offset the rise in
markdowns. The expense rate
seems almost sure to advance,
both because of the expected
small decrease in sales volume
and because of the fact that there

may continue to be some scattered
wage increases. On the whole,
however, I should expect that both
the decrease in gross margin and
the increase in total expense
would be relatively small and
hence that the impairment of
profits, though noticeable, would
not be too severe.

In the light of this appraisal of
the outlook for 1954, what should
be the policies for department

store management in this period?
First of all, I think department

store management should regard
the 1954 business situation as es¬

sentially a normal readjustment.
My advice would be to clean up

any bad situations which exist,
such as excess inventory in par¬

ticular departments, but not to
try to play it safe. Especially !•
believe that long-range plans
should be carried out, not post¬
poned. If these plans , are based
on a sound appraisal of future
business possibilities, ^the 1954
prospect is not a good reason for
deferring them/ " ,

Also, as I have so often said
from this platform in the past, de¬
partment store management needs
to be more concerned with doing
a good job in its individual stores
and with the competitive position
of department stores generally
and less concerned about short-

term trends and readjustments in
the business situation.

Finally, I believe that depart¬
ment store management should
take seriously the responsibilities
which have been outlined here

tonight for making retail distribu¬
tion contribute effectively to the
forward progress of our dynamic
economy. Let's follow up the pro¬

gram set forth here tonight and
keep in mind the key importance
of a better retailing job in hold¬
ing the economy on an even keel.
Business in 1954 will be essen¬

tially what we make it. Only
business itself can turn a normal

readjustment into a depression.
And so again for 1954 the word is
SELL.

mittee on the Economic Report
estimated a tax saving of $2.5
billion. In addition there is a

scheduled decline of five percent¬
age points in the Federal normal
corporate income tax after March
31, 1954, which would cut the
overall corporate income tax to
47%, as against the present 52%.
On 1952 data, the Joint Commit¬
tee estimated a tax saving here
of $2.0 billion. Adjusting for its
delayed impact in 1954, the saving
would be $1.3 billion at 1952
levels of income.

The other tax reductions pri¬
marily affect personal consump¬

tion. Again there are two. At the
end of 1953, the Federal individual
picpme tax will fall about 10%.
At 1952, values, the Committee
calculated the saving at $3.0 bil¬
lion. Moreover, the emergency
increases in certain Federal ex¬

cises will lapse after March 31,
1954. On a 1952 'basis, the Com¬
mittee estimated their value at

$1.0 billion. Adjusted 'for delayed
impact in 1954, the figure becomes
$750 million.
If these tax savings are fully

spent in some way, their total
value on the 1952 basis would be
about $7.5 billion. If the desired

increase in gross product for 1954
were realized, their value might
become perhaps $8.0 billion, given
a higher level' lof income in 1954
relative to 1952. However, the
Federal old-age security tax is
scheduled to rise by one-third on
Jan. 1, 1954, an increase of at
least $1.0 billion. There is some
reason to expect that this increase
will be postponed by the new
Congress, but against this there
is the further possibility that the
reductions in the corporate in¬
come tax and in the Federal ex-

Continued on page 57
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Defense Expenditure and
The Problem of Deflation

Add $2 to $3 billion to cover the
reduction of Federal purchases
and it follows that the other main

fot;ms of spending would have to
rise by $17-18 billion to provide
adequate effective dtemand for full
employment output as defined.
Consider next these alternative

forms of spending. Gross private
domestic investment in 1953 was

the same percentage of gross

product as it was in 1952 and a

little below 1951. We do not know,
of course, whether the current
rate is "high" or "low" relative
to product over the long period. If
we calculate the average annual
rate of increase in investment
since 1948, at constant prices, it
should increase by $1.5 billion in
1954 at 1953 prices. However, this
projection conceals marked annual
fluctuations. A somewhat more

refined estimate can be made by
going to the components of in¬
vestment. Postwar, producers'
expenditures on plant and equip¬
ment have run annually at about
11 % of gross product, with marked
stability. If product were $384
billion, this type of investment
would be $42.2 billion. Business
inventories are much more vola¬
tile. One method for obtaining a
"normal" value for inventories is

to relate their annual changes, in
constant prices, to annual changes
in gross product for certain "nor¬
mal years" — 1941, 1947-48, and
1951-53. On this basis, inventories
rose? on the average about $315
million for each $1 billion in¬
crease of product, at constant 1952
prices. With an increase of prod¬
uct of $15 billion in 1954, inven¬
tories would rise about $5 billion.
If, further, residential nonfarm
construction, which unfortunately
has a cycle of its own, were to
hold at $11.5 billion rate of 1953,
then gross investment would rise
about' $2.2 billion in 1954. By

comparison, the simple projection
from 1948 yields a figure of $1.5
billion.
Turn next to personal consump¬

tion expenditures. The third quar¬
ter rate for 1953 was about $231

billion, or 62.6% of estimated
gross product. Compared to dis¬
posable personal income, con¬

sumption was 93.1%, and personal
savings 6.9%. As a percentage of
disposable income, personal sav¬

ings are slightly below 1951 and
1952, but a little above the other
years from 1948. On the basis of
the average annual rate of in¬
crease in consumption between
1948 and 1953, at constant prices,
there would be an increase of $6.9
billions in 1954 at 1953 prices.
There remains state and local

government expenditure on goods
and services. In 1953 these pur¬
chases had an annual rate of $25.2
billions in the third quarter, or

6.8% of gross product. This per¬

centage lies close to those for all
years from 1948. On the basis of
the average annual rate of in¬
crease in this spending, at con¬

stant prices, between 1948 and
1953, the increase in 1954 would
be about $1.4 billion at 1953
prices.
If—and it is a large "if"—recent

tendencies in these three forms
of spending were to continue in
1954, then as measured the in¬
crease would be between $9.8 and
$10.5 billion. This increase falls
short of the desired $17-18 billion
by between $7.5 and $8.2 billion.

However, there is an additional
compensating factor to consider,
the tax reductions already legis¬
lated for 1954.

I shall begin with those tax
cuts that would primarily affect
private investment. There are
two. The Federal excess profits
tax expires at the end of 1953.
On a 1952 basis, the Joint Com-
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Meet a few of your good neighbors
The turn of the year seems a very good time to

have you meet a few of your good neighbors in the
countries of Middle America.

Here is a representative group of the many

thousands who have found personal fulfilment in
United Fruit's varied activities . . . its radio com¬

munication system . . . railroads . . . schools . . .

palm oil plants that furnish cooking oils for the
region .. . banana cultivation and crop diversifica¬
tion projects... parks ... utilities.
Of these good neighbors the majority has been

associated with United Fruit for many years. Some
have received training for the positions they hold
by acquiring skills from, experience. Others have
attended grade schools founded and maintained by
the Company and have advanced by combining
scholarship with industry.

We are proud of their ability and of the valuable
contributions they are making to the economic

development of their Countries in the Caribbean

region.
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United Fruit Company
GREAT WHITE FLEET

General Offices:
80 Federal Street, Boston 10

British Honduras • Colombia • Costa
Rica • Cuba • Dominican Republic
Ecuador » El Salvador • Guatemala
Honduras 'Jamaica, B. W. I. • Nicara¬
gua • Panama • Panama Canal Zone
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INDEPENDENT-INTERDEPENDENT

The good lands of Middle America
produce in abundance. The free mar¬

kets of North America purchase in
abundance. Each helps the other.
United Fruit has been serving the
Americas usefully for over fifty years

—employing and developing human
skills, cultivating the soil, transporting
and selling crops, and expediting com¬
munications. '
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can we hope to have the goods we purchased for a
dollar worth the full 100 cents.
The new Administration has made an honest effort to

return to the good old American way of life, but it in¬
herited a real "mess," and it is going to take longer to
clean it up than we thought.
More rapid progress wni be made if the second session

of the 83rd Congress will give President Eisenhower the
support he deserves. If Congressmen will quit playing
petty politics and give "Ike" credit for stopping the
slaughter of our boys in Korea, and many other accom¬
plishments, then they will think twice before opposing
his program. In carrying out this program it will be
necessary for all of us to tighten our belts, and we should
welcome that .opportunity. i

I hope and believe this Administration will substantial¬
ly reduce its expenditures. Our prodigal government has
set the pace, regardless of the economic consequent's, for
spending more than its income. It was only natural that
the individual followed the same pattern, and his debts
have soared to astronomical heights.
I predict banking will not be as active and profitable

in 1954 because everyone knows the present prosperity
has been a war prosperity—highly inflated and danger¬
ous. If War and Prosperity are synonymous then let us
pray and work for less prosperity and more Peace.

II. L. ENMAN V

President, The Bank of Nova Scotia, Toronto, Can.

The year just closed was the eighth successive year of
growth and prosperity in the great period of Canadian
expansion which began at the end of the war. Canada's
population, which is now 15 million, has been increasing
at rates not paralleled since the early
years of the century. The current
annual rate of increase, of about
2V2%, is one of the highest in the
world, considerably higher than in
the United States and much the same

as in Australia. "

The other outstanding aspect of
Canadian growth has been the ihuge
program of capital expansion and
development. In 1953, capital invest¬
ment expenditures were approxi¬
mately $5.6 billion which, though
perhaps not a big figure by Ameri¬
can standards, was equivalent to no

less than 23% of the value of

Canada's national production. For
six successive years the ratio of in¬
vestment to national output has been in excess of 20%.
And the central feature of this large investment program
has been the widespread resource development including
oil and oil pipelines, electric power, aluminum, iron ore,
base metals, uranium, and forest products.
There is a real momentum to Canada's economic

growth. Rising population itself provides a strong un¬

derlying stimulus to economic expansion. The notable
growth in production of such basic fuels as oil and na¬

tural gas and Jhydro electric power as well as the rising
output of many important industrial materials is laying
the basis for further industrial development. Given
peace, Canada can look forward to a much bigger popu¬
lation and to a further great development of resources
and industry.
At the same time, there are some questions which arise

concerning the outlook. The first is that most of the
basic products of Canada's export industries are less
scarce, and in the case of grains more plentiful, than r
they have been at any time in the postwar period. Prices
of many Canadian basic products are below their earlier
peaks and though Canadian primary exports are still in
reasonably good demand they are selling in markets
which are much more competitive.
Another question concerning the outlook—which is

paralleled in the United States—arises out of the fact
that the community is better supplied with automobiles
and household appliances than ever before and that
industry has for some years been engaged in a major
program of expansion and re-equipment. Though the
economy is growing qiiite rapidly and real income has
been rising, the possibility of some temporary reduction
in such demands cannot easily be dismissed.
The other big question about the outlook which con¬

cerns Canadians relates to the United States—to the

state of U. S. business and to U. S. commercial policies.
Will the recent slackening in U. S. economic activity
continue or will U. S. business level out? I would not
express a definite view on this very large and important
question. But the answer to it is of great significance
in assessing the near-term prospect for Canada. If U. S.
business is fairly well maintained, conditions in Canada
will certainly, remain active. But if there should be a
considerable readjustment in the United States, it would
be bound to have an effect on this country. The Cana¬
dian economy today is more sensitive to U. S. develop¬
ments than it was in 1949 when the mild U. S. recession
was not reflected in Canada.
I should add that Canadians are concerned about the

current efforts of various groups in the United States
to raise new protective barriers against imported goods
and generally about U. S. commercial policies. New
restrictions are proposed against such important Cana¬
dian products as lead and zinc and frozen fish fillets
and the Canadian Government, regarding co-operative
restriction as a lesser evil than unilateral restriction by
the United States, has agreed at the request of the U. S.
Administration to limit Canadian exports of oats to
the United States during the coming nine months.
It is perhaps not widely realized in your country that

Canada is by far the largest customer of the United

States and that at the present time the United States
is running a surplus in her current transactions with
Canada well in excess of $1,000 millions per annum.
It is true that part of your surplus with Canada is being
financed by a considerable export of American capital
to Canada and part by a substantial surplus in Canada's
transactions with overseas countries. Nevertheless,
Canada's ability to maintain a high level of purchases
from the United States depends in large measure on
her ability to sell to your country and the nature and
rate of her development is closely related to the acces¬
sibility of the U. S. market. Canada's capacity to buy
from the United States also depends on the ability of
other countries to buy from Canada and the capacity of
these other countries to buy from Canada depends to an
important degree on their obtaining better access to
the U. S. market. So, we in Canada look forward with
keen interest to the Report of the Randall Commission
and earnestly hope that the United States will continue
to lead the free world toward freer trading relations.

ROLAND A. ERICKSON

President, Guaranty Bank & Trust Co.,
Worcester, Mass.

The outlook for banking in any year is dependent on
a projection of business activity and a forecast of na¬
tional monetary policy. This relationship was brought
into sharp focus in 1953. Under the impetus of the
"Eisenhower boomlet," industrial ac¬
tivity in the year just past reached
an all-time high annual average of
235 (F.R.B. Index). Coincident with
the very peak of production, oc¬
curred a decline in commercial de¬
posit levels. For the first time in
more than 20 years, the American
economy experienced a tight money
market induced both by a huge de¬
mand for funds as well as an appar¬

ent decision by both the Federal Re¬
serve System and the United States
Treasury that a cheap money policy
could not be continued without flirt¬
ing with a new dangerous inflation-
ary cycle The level of activity as- Ro|and A Ericks<>n
sured a strong demand for loans, the
monetary policy tended to decrease available dollars for
investment but it increased money rates so that the com¬

bination resulted in a good business year for the banking
industry.

Generally speaking, most economists expect a down¬
ward adjustment in overall business levels in 1954 rang¬

ing from 7% to 15%. This would still permit a business
volume equal to 1950 and in excess of 1948 which has
heretofore been considered the ultimate in peacetime

prosperity. The relative optimism for 1954 is primarily
based on the expected continuation of a heavy defense
program, a projected spending by industry of $24 bil¬
lion on new plant and equipment, a sizable public works
program at the state and local level, the relative absence
of speculative excesses that are normally generated in
prolonged prosperity periods, and the relatively sound
condition of Mrs. Consumer's ability to buy. The sound

money policy of the Administration, too, has done much
to prevent a recurrence of a spiraling inflation that
would have been disastrous to all of us.

> In the field of banking a decline of 7% to 15% on the
Federal Reserve Board Index.will be a cause of some

concern because of its effect on marginal industrial and
commercial firms. From a credit standpoint, bankers
will find it imperative to reanalyze breakeven points of
their borrowing customers and to evaluate the relative
ability of managements to operate profitably under de¬
clining market conditions. The area of marginal credits
will require more attention than ever before unless the
bank has been foresighted and realized that this condi¬
tion would some day be inevitable, i

The other factor influencing banking is that of national
monetary policy. It would seem that the very substantial
refunding problem facing the Administration, the pro¬

jected operating deficit, and concern about a business
adjustment, will more or less guarantee stable to easier
money rates.
The impact of these forces, will probably mean that

deposits will be maintained, interest rates steady to
slightly lower, and bank net earnings about the same as

in 1953.

Some people are disturbed about any adjustment based
on a fear of a chain reaction once a change of trend

occurs. To the extent that psychological forces are a

business determinant, such possibilities must always be
considered. On the other hand, to borrow an every day
simile, when we drive our cars on today's modern turn¬

pike, the fact that we sometimes slow down from 70
miles an hour to 55 miles does not mean that we are

delaying our arrival. To the contrary, it might insure
reaching our destination in a little "healthier" condition.

Whether it is a man-made machine or the intricate com¬
plexities of the economy of a nation, there are times
when a wide open throttle causes permanent injury.

Benjamin F. Fairless

BENJAMIN F. FAIRLESS

Chairman of the Board, United States Steel Corporation

U. S. Steel Corporation is backing its confidence in
this country's economic future by an investment of ap¬

proximately $300,000,000 during 1954 in new equipment
and replacement of its production facilities. We are
undertaking this expenditure be¬
cause we believe that the corpora¬

tion can best serve the long-term
interests of its customers, employees,
stockholders and the defense inter¬
ests of the nation by maintaining its
producing equipment at a high effi¬
ciency level. This includes also the
continuous search for and develop¬
ment of raw materials to replace
those consumed and to insure ade¬

quate reserves for any emergency
tnat might arise. Such policy is,
moreover, the only one that con¬
forms to the nation's long history
of ever-rising living standards,
which in turn is the proof of the
superiority of the American com¬
petitive system over socialism.
The growth of America s steel industry, particularly

since the end of World War II, has provided us with our
greatest basic strength in history. During 1953 U. S„
Steel, alone established an all-time production record
of 35,700,600 ingot tons of steel which was accomplished
by operating at the average annual rate of 98% of
capacity.
Production records set by U. S. Steel and the rest of

the industry were aided by many factors during the past
12 months. There has been substantial freedom from
major work stoppages. Price and wage controls were
eliminated and the distribution of products, for the
most part, returned to the normal channels of free En¬
terprise. The cost of living levelled in its hazardous
climb.

Yet these developments, I must point out, do not in
themselves guarantee this country a flourishing econ¬
omy for 1954. The heavy demand for steel during 1953
stemmed, in part, from a backlog of demands left in the
disastrous wake of the steel strike of 1952, when some

18,000,000 tons of steel were lost to the economy. In
addition, defense requirements continued at a high rate,
requiring additional millions of tons of steel that might
have brought our civilian requirements into more real¬
istic proportions for the year.
Today steel for defense has been significantly cut

back. Inventory adjustments are having their effect
on current steel shipments.
Readjustment is going to mean tougher competition.

But after many years of the government telling steel¬
makers what to make, how much to charge for it and
where to ship it, I welcome—and I am sure most busi¬
nessmen do—the return of competition and business
practices associated with free enterprise.
The decline in steel requirements for defense indicates

not only a readjustment for steel producers, but it means
—and perhaps to a more serious degree—a challenge to
those who have been using steel in defense production :
and who must now intensify sales to existing civilian ;
markets and develop new ones. It is a problem for steel
producers and such customers to solve if an increased :
civilian market is to fill the gap created by declining
defense purchases. The success of this joint undertaking
will have an important bearing upon the rate of steel
production during 1954.
The operating rate of the steel industry is one of the

measures which economists and business experts watch
in appraising the economic future. However, the cur¬
rent slackening in the industry's operating rate may
easily be misinterpreted.
In recent years, with a few exceptions, due mostly to

work stoppages, the steel industry has been operating at
near-capacity levels. But it must be stressed that steel
plants never were intended or designed to run at 100%
of theoretical capacity. Historically, the steel industry—
like most industries—has had a substantial reserve of
capacity for use in times of temporary peak demand or
national emergency. At such times it is able to run at
100% only by resorting to the uneconomic use of mar¬
ginal facilities, materials and manpower.
For this reason, a decline in the high operating rate

—U. S. Steel averaged 98% in 1953—does not indicate
that hard times are ahead for the industry and those
who buy its products. Although the rate of production
has declined, I feel that economic conditions throughout
the first half of 1954 will be generally favorable.
As a result of additions to and replacements of facil¬

ities in recent years, U. S. Steel is well prepared to
meet increased competition in the new year.

The most impressive of construction accomplishments
for 1953 came when the last of the major facilities of
the new Fairless Works at Morrisville, Pa., were set into
operation during the late fall. Designed to serve cus¬
tomers in Eastern states, the new mill is producing slabs,
sheets, bars, billets, tinplate and continuous weld pipe.
The Corporation's iron ore mine development at Cerro

Bolivar, Venezuela also neared completion during the
year and the first ore shipment is scheduled to leave
for the United States early in January. Shipments of
iron ore from Venezuela during 1954 are expected to
reach substantial tonnages.

A milestone of many years of research was reached in
June when the first carload of taconite concentrates was
shipped from the Oliver Iron Mining Division's Moun¬
tain Iron plant in Minnesota for commercial mill use.

Continued on page 58

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



Volume 179 Number 5292 . ..The Commercial and Financial Chronicle u.'.l (309) 57

Continued from page 55

Defense Spending and Problem of Deflation

'

A.

/.

cises will also be deferred. In
view of these imponderables, it
seems safest to put the value of
the tax cuts at about $7.0 billion.
Putting together the $7.0 bil¬

lion for tax savings and the $9.8-
10.5 billion projected "normal" in¬
crease in investment, consump¬

tion, and state and local govern¬
ment spending, we obtain a total
"compensating" figure of: $16.8-
17.5 billion, to set off against the
required increase of $17-18 billion
in these spending components if
full employment as defined is to
be maintained. The margin is ob¬
viously close, so close that even
renewed price-wage inflation
ought not be eliminated as a pos¬

sibility. However, any estimates
of the kind presented here should
not be taken too literally. There
are some major unknowns. We do
not know the extent to which pri¬
vate investment in recent years

may have been induced by rap¬

idly increasing Federal purchases,
as against the possibility that the
rise in government purchases may
have displaced some private in¬
vestment. Private investment is a

notoriously unstable type of
spending in any case. Nor do we
know to what extent the tax sav¬

ings will be offset by further in¬
creases in investment and con¬

sumption. Finally, we do not
know, given budgetary uncertain¬
ties, what the actual cuts in Fed¬
eral purchases will actually work
out to be in 1954. Accordingly, I
find myself in Lord Melbourne's
state of mind.
I turn now to a brief review

of some favorable and some un¬

favorable factors to be considered

in assessing the outlook for 1954.
Among the favorable ones are the
long-term growth requirements of
our economy. Admittedly require¬
ments or "needs" are by no means
the same thing as effective de¬
mand for investment goods. None¬
theless, these requirements offer
rather convincing evidence that
our economy is well short of hav¬
ing been fully built up, if such a

concept has any meaning. Instead
they suggest that there are large
and continuing outlets for invest¬
ment, if a bearish hoarding psy¬

chology can be avoided. ^

p; One such? outlet is residential
construction, stimulated by the
rise in rates of population growth
and of family formation, and in
number of children per family
after 1940. Another outlet is pub¬
lic and private construction- of
highways, hospitals, schools;* and
other civic facilities, pushed* by
urban growth and decentralization
in recent years. Last there is the
upward secular trend of private
investment since 1889, which sug¬

gests a long-run connection be¬
tween investment and gross prod¬
uct. It is true that the trend was

broken between 1930 and 1946.

Undoubtedly, one's interpretation
of that break will influence the

degree of faith he will assign to
the trend as such. Since I am not
convinced that the growth poten¬
tial of the enterprise' system is
coming to an early end, I am in¬
clined to give the trend a good
deal of weight. Neglecting the real
possibility of adverse short-period
movements, I would expect pri¬
vate investment to be a strong up¬
ward force for the next several

years, fortified as it now is by
heavy expenditures upon indus¬
trial research.

A second favorable factor is the
more immediate one involving the
return to an easy money policy
in the Spring of 1953. Between
May and September, the Federal
Reserve resumed open market
purchases of government bonds,
bringing these holdings to an all-
time high, and helping to lower
the rate of interest slightly. Also,
early in July member bank re¬

serve requirements were reduced
about $1.1 billion. In consequence

of these moves, excess reserves of
the member banks rose from a

low of $102 million in June to $634
million in October. The October
level compares well with October
values for 1951 and 1952.

The attempt of the new Admin¬
istration at the beginning of the
year to cut down the rate of in¬
crease in money supply—wrongly
labeled as a "hard money" or de¬
flationary policy — was probably
unfortunately timed, or at least
it was pushed a little too rapidly.
However, the error is forgivable
in the light of past errors since
the Korean War began, and there
is much merit to the conversion
of the heavy short-term govern¬
ment debt to long-term issues, so

long, as it can be done without
market deflationary effects. In
any case, the recent relaxing of
monetary policy is a permissive,
rather than positive influence
upon effective demand. It means
an easing of capital markets and
of commercial and consumer

credit, which encourage borrow¬
ing for private investment, for
consumption, and for state and
local expenditures.
I turn now to the unfavorable

factors that are usually cited. I
would place foremost the instabil¬
ity of private investment, as rec¬
orded in past time. I do not be¬
lieve we have abolished fluctua¬
tions in investment. As Spitehoff,
Schumpeter, and Hansen have
shown, temporary saturations are

possible, whether from pro tern
exhaustion of the reserve of po¬

tential innovations or from

catching up with important cate¬
gories of consumer demand. If a
bad conjuncture should occur in
which phenomena of this transient
kind were linked to a declining
rate of security spending, the re¬
sult would be a sharp fall of pri¬
vate investment, with the familiar
deflationary repercussions upon
income. We should allow for the

possibility, and be prepared to re¬
sort to strong discretionary actions
if it happens. However, if we
wish to avoid large errors in pol¬
icy, we should not confuse events
of this kind with the much more

conjectural case of chronic invest¬
ment deficiency, which is predi¬
cated upon some version of secu¬
lar stagnation.
A second, potentially unfavor¬

able influence is the possibility of
sudden large cuts in outlays for
security. For the long run, a sharp
reduction of defense spending
would be anything but an eco¬
nomic disaster. However, its im¬
pact would have adverse shock-
effects. In recent public state¬
ments, Secretary Wilson has
shown awareness of this, empha¬
sizing the slow rate of projected
decline. Nonetheless, surprises are

possible. Advances in the tech¬
nology of defense, particularly in
weapons, might lead to consider¬
able labor and capital saving, with
effects showing up in the next fis¬
cal year. Moreover, there is al¬
ways the possibility, nebulous as
it now is, of a genuine world set¬
tlement, which could make for a
reduction of at least $10 billion in
short order. I have no hope of
such a settlement, but it is an
erratic element to be kept in
mind.

Some concern has been ex¬

pressed concerning inventories
and consumer debt. In the third

quarter of 1953, inventories were
increasing at an annual rate of
$4.5 billion, as against $8.8 billion
in the second. The latter figure
gave evidence of real trouble.
However, the third quarter rate
does not appear out of line if the
increase in real gross product in
1953 over 1952 is taken into ac¬

count.

As of September, 1953, outstand¬
ing short and intermediate term
consumer debt stood at $27.9 bil¬
lion. This was 9.8% of estimated

disposable personal income in
1953, which compares with 10.3%
in 1939. At the current level of

income, the volume of consumer

debt does not seem excessive.

However, the annual rate of in¬
crease in 1953 (to September), was
$4.4 billion, as against a yearly
average increase of $2.9 billion for
1945-52. If the high 1953 rate of
increase were to slacken, this
alone would have a small defla¬

tionary effect. If income were

actually to fall in 1954, the over¬

hang of this debt would have
larger deflationary impacts.

Among the remaining unfavor¬
able elements, there is the possi¬
bility that the automobile and

home equipment markets may be
facing temporary saturation. If so,
it could affect investment in these

important fields, though the over¬
all impact would depend upon
whether consumption and invest¬
ment were shifted to other direc¬

tions, rather than diverted to
hoarding and consequent falling
income and output. There is also
the possibility that the present
Federal economy wave might
spread to state and local govern¬
ment, possibly cutting down ex¬

penditures at these levels at a
time when their increase is de¬
sirable.

In making an appraisal of the
economic prospects for 1954, 1

wish to avoid an explicit chrono- ■

logical prediction. As I have esti¬
mated it, the balance between
prospective effective demand and :

the value of full employment out¬
put is almost exact, if everything
worked out perfectly. However, .

there are at least three principal
uncertainties which could make

any prediction look exceedingly*
foolish: the behavior of private «

investment, the impact of foreign
affairs upon defense requirements,
and plans for fiscal 1954-55. My
chief conclusion is that the possi¬
bility of some deflation is now

stronger than at any time since

Continued on page 59

Dial Davison...for your chemical needs

No further away than your telephone Is your confidential friend and technical advisor, ) .

the representative of The Davison Chemical Corporation of Baltimore.

In what field is your problem—a real refrigeration desiccant, the established know-how ori j

fluid type synthetic petroleum cracking catalyst or reforming catalyst, a silicofluoride for the

protection of your water system, a flatting agent for paint and varnishes, the best in
fnanufactured fertilizers—in short, anything related to Davison's diversified product group?

1

DIAL DAVISON—your answer will be quick, accurate and friendly.
I . * ' ' ,

, ' .

Progress Through Chemistry

THE DAVISON CHEMICAL CORPORATION
Baltimore 3, Maryland

PRODUCERS OF:* CATALYSTS, INORGANIC ACIDS, SUPERPHOSPHATES, PHOSPHATE ROCK, SILICA GELS AND SILICOFLUORIE^?
SOLE PRODUCERS OF DAVCO® GRANULATED FERTILIZERS
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DeCoursey Fales

Continued from page 56
*1 was a significant step in expanding our domestic
sources of iron ore and provides bright promise for vol¬
ume use in the future.
As an important phase in our constant search for new

and improved steels and better processes for making
them, the corporation started construction last July of
the country's • most modern steel research center near

Pittsburgh, Pa. When completed in 1955, the new lab¬
oratory not only will provide the corporation with ex¬

panded research facilities, but it will serve to coordin¬
ate all of U. S. Steel's technological development pro¬
grams. •

In the field of labor-management relations, David J.
McDonald, President of the United Steelworkers of
America," and I started a series of plant visits last
November to study our problems at the plant level. As
a result of our trips to plants in the Cleveland, Pitts¬
burgh and Chicago areas, we have high hopes that
these visits will provide us with a better understanding
on both sides and a means of finding greater labor-
management harmony at the plant level.

DeCOURSEY FALES

: President, The Bank for Savings, New York City
There seems little reason to ques¬

tion the forecast of the experts which
predicts a decline of about 5% in
the business of the country for 1954.
Savings in the metropolitan area
should prove to be only slightly less
in 1954. There should be ample
funds to finance any new construc¬
tion throughout the country since
the number of new starts will proba¬
bly decrease slightly in 1954. In¬
terest rates on mortgages and bonds
will probably decline somewhat but
interest dividends paid by savings
institutions should remain steady at
present levels. With the foreign
situation remaining unchanged, 1954,
while not a boom year, should be a
solid year of progress for the country.

BERNARD E. FINUtANE
President, Security Trust Co. of Rochester, N. Y.

I An economic expansion which has continued for eight
years with only one minor interruption can be suspected
of having an end. Once again, the question arises
whether the present economic balance can be maintained
at the existing high level of produc- •

tidn and employment or whether
that balance is a precarious one from
which a sharp decline is inevitable.
This is no time for undue pessi¬

mism. It behooves us all to remem¬

ber that few of us were willing or
able to forecast the high level of
business activity experienced in
1953.
There have been some indications

in recent months of a leveling off
in business activity, and there are
those who consider this a prelude
to; recession in 1954. Estimates of

future expenditures by government, .

business and consumers suggest that
a recession is not inevitable.
Recent reports indicate that 1954 estimates of capital

expenditures for all industries are in the general area
Of only about 10% below actual expenditures. If these

avians materialize, a serious depression should not be ex¬

pected, and further encouragement can be obtained from
indications that business concerns individually see op¬
portunities for continued expansion.

'

These plans also appear to influence the future of
consumer expenditures. The most serious general threat
to the consumer debt structure would be the occurrence
of a large amount of unemployment. Business plans for
continued capital expenditures do not indicate any seri¬
ous concern with the problem of maintaining employ¬
ment.
The future course of business will be determined more

by, what business men and consumers do than by what
government does, and their actions are frequently gov¬
erned by psychological factors.

_ The recent emphatic statements on the part of the na¬
tional government that it will throw every economic
resource of the government into the balance to keep
the economy moving at a high level cannot fail to be a
plus factor.
In general, even those who predict recession seem

generally agreed that it will be mild if it occurs and that
there are factors which will cushion the fall There
certamiy seems to be no cause (or panic, and the possi-
bility of a mild curtailment in economic activity should
cause no fear. Such an event should be considered an
opportunity to bring a sound economy into balance.
The year ahead will be one of adjustment to healthyconditions of greater competition, requiring closer ex¬

amination of our activities to determine where expensescan be cut and methods and products improved It of-

S 0fv,a s°mewJ1.f slackened, but continued
f?r kank credit, and I am confident thatommercial banks, in general, will continue to demon¬strate a willingness and ability to meet the requirementsthe economy.

•this ouflook°gy °f £ear n0t baSCd °n fact could change

Bernard E. Finucane

EDMUND FITZGERALD

President, The Northwestern Mutual Life
Insurance Co., Milwaukee, Wis.

The year 1954 looks like a period of normal growth
and development, which in the life insurance business
since the war means record highs in assets, insurance in
force, in benefit payments to policyholders and benefi¬

ciaries, and perhaps in sales. Gener¬
ally favorable conditions exist in
most areas which affect our opera¬
tions.

Northwestern Mutual sales in 1953

set "an all-time record for the second

year in a row, and indications are

that 1954 is starting out at an equal
or even higher rate. During the
years since the war Americans gen¬
erally have increased their physical
standards of living through the pur¬
chase of labor-saving appliances,
automobiles, television sets, and
other components of personal pros¬
perity. There is evidence now of an

Edmund Fitzgerald increasing desire to protect the new
* standard of living by increasing per¬

sonal security through life insurance and other forms of
saving.
On the investment side, opportunities continue to be

plentiful in the fields in which we are interested. While
interest rates at this time are a little below the high

points of 1953, the Northwestern Mutual Life has suffi¬
cient forward commitments to assure a satisfactory pro¬

gram of new investments throughout 1954. These in¬
vestment funds will go into the expansion of basic seg¬

ments of the American economy—transportation, paper,"
natural gas, mining, electricity, oil, pipe lines, various
types of manufacturing, municipal and other services
essential to health "or education, and into homes and re¬

tail businesses. Our investment portfolios have been

remarkably free of trouble cases in the last few years,
and we see no indication that 1954 will bring any drastic

change in this pleasant situation.

SAM M. FLEMING

President, Third National Bank, Nashville, Tenn.

The year 1953 will undoubtedly go into the record
books as the greatest year of economic achievement in
the history of our country. From the previous record
totals of 1952, our gross national product and personal
income both increased 5%, total con¬
struction 6% and overall employ¬
ment 1%. American industry proved
that it could produce sufficient
goods and materials to support the
Korean war effort and at the same

time maintain an exceptionally high
civilian standard of living. The Fed¬
eral Reserve Index of industrial ac¬

tivity declined some 6% after the
shooting war came to an end, but
contrary to the predictions of many
economists and businessmen, busi¬
ness volume held up remarkably
well and did not deteriorate as much
as had been expected.
It is widely predicted that busi¬

ness volume in 1954 will be reduced

by 5 to 10% from 1953 totals or be about equal to 1952,
which, of course was a good year. There is no question
but that the economy is now experiencing a gradual re¬
adjustment and that competition is becoming keener in
practically all lines. The period of shortages is defi¬
nitely over, and the emphasis is now on efficient mer¬

chandising and sales ability. As profit margins become
smaller, it will be all important that expenses of doing
business be adjusted downward. Companies with obso¬
lete equipment, inadequate working capital or inefficient
management will have an increasingly difficult time sur¬

viving the competitive years that lie ahead. High taxes
have made it very difficult for many small concerns to
accumulate sufficient working capital to finance ex¬

panded sales volume, and they are entitled to and should
receive definite tax relief.

Small business, which has been such an important
factor in the development of our country, faces a prob¬
lem of the first magnitude in meeting the competition
of well financed concerns with nationally advertised
products, unless allowed to retain a larger portion of
earnings to supply needed capital. It is all important
th^t Congress, in writing a new tax bill, recognize this
need. • •

The year 1954 will undoubtedly witness the continua¬
tion of a readjustment period but with overall business
conditions on a satisfactory basis. From a long range

viewpoint, the demands of an increasing population,
together with large defense and public works expendi¬
tures, should assure a sound economy for our country.

Fleming

Andrew Fletcher

ANDREW FLETCHER

President, St. Joseph Lead Co.
In retrospect, the domestic lead and zinc mining indus¬

try did not fare well in 1953 despite the high rate of
industrial activity which prevailed throughout the year.
The strange paradox of good markets, but low prices
resulted from a continuation of Gov¬
ernment foreign trade policy which
permitted surplus stocks of lead and
zinc from abroad to supplant a large,
portion of the domestic producers'
normal market. Efforts on the part
of the industry to change these pol¬
icies were unavailing but at the
year-end,. there was pending before
the Tariff Commission an appeal
under the Escape Clause of the Re¬
ciprocal Trade Agreements Act
which would help in providing the
tariff protection the industry sorely
needs. Tariff protection is neces¬

sary because the cost of producing
lead and zinc in domestic mines is

higher than in foreign properties,
and because the defense of our country requires a local
production of these raw materials.
If tariff relief is forthcoming, the lead and zinc indus¬

triesmay look forward to a more promising new year. The
consumption of both metals varies directly with indus¬
trial activity and, according to most forecasts, this should
level off at a rate between 10% and 15% below 1953's

peak activity. Such a rate would mean lead consumption
of about 1,100,000 tons and zinc close to 900,000 tons,
both of which would be considered satisfactory by any

normal standard. There is nothing on the horizon which
should materially affect the pattern of use of both
metals. If anything,-the present low prices of lead and
zinc, 73% and 71% respectively of the commodity price
index, put them in an excellent position with competing
commodities to maintain existing outlets, and in certain
applications such as zinc for die casting, permit an ex¬
pansion in use.
Supplies of both metals should be adequate in 1954.

While imports recently have declined from last year's
rate owing to liquidation of surplus stocks and improved
buying abroad, domestic production, particularly if given
the protection that is needed, should again assume its
rightful position as the major supplier of U. S. require¬
ments of both metals.

CLYDE T. FOSTER

President, The Standard Oil Co. (Ohio)

The petroleum industry, during the past several years,
has provided excess operating capacity as a national
defense measure upon the recommendation of the gov¬
ernment. In addition to this expansion there has been
the normal expansion to meet the
increases in current demand. Dur¬

ing 1953, $4 billion were spent on
domestic facilities or about one-half
billion more than in 1952. A sub¬
stantial portion of this investment
went into the drilling of 47,000 wells,
3,000 more than the number drilled
in 1952. The industry constructed

8,700 miles of pipe line to move
crude oil to refining centers and
distribute the finished products to
consumers. Refineries, at year-end,
were capable of processing 8,100,000
barrels of crude oil each day which
was an increase of 450,000 barrels,
per day over 1952.
The petroleum industry's opera¬

tions during 1953 were typified by over-supply in most,
phases of its operations despite the continuing increase
in the consumption of petroleum products. Domestic
demand increased about 350,000 barrels per day, or 5%
over 1952. The industry utilized about the same portion
of its expanded refining capacity as in the preceding,
year to meet this increased requirement but an increas¬
ing portion of the refinery output represented additions
to inventories. This condition, resulting from excess

capacity, will mean ever more vigorous competition in
1954. The consumer will be able to obtain at current
or possibly somewhat lower price levels, the highest
quality products ever sold as marketers bid for their
business.
Increased consumption of motor gasoline last year was

the principal factor contributing to the higher domestic
demand. There were 55 million motor vehicles in oper¬
ation at year-end, an increase of 1.5 million during the
year. The demand for aviation fuels also was substan¬
tially higher than the year earlier rate. Warmer than
normal weather in the two winter quarters and in¬
creased efficiency of the consuming units held the de¬
mand for light fuel oils for heating and diesel power to
a relatively small gain of only 2% even though the
number of homes heated by oil increased 10% and the
number of diesel railroad units out-numbered steam

locomotives in use by nearly two to one.
It is estimated that domestic demand for petroleum

products will increase about 4% in 1954. This will mean
continued investment in plant to meet this increased
demand if the excess operating capacity is to be main¬
tained. It will be necessary to continue drilling wells
in order to maintain or increase crude reserves and

plans of the Office of Defense Mobilization call for a
further increase of 400,000 barrels per day in refining
capacity as well as continued expansion of pipe line
facilities at about the 1953 rate. In 1954, therefore, it

Continued on page 60
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Defense Spending and Problem of Deflation

by principles which are most like- cline of opportunities for private today must come to grips with the
ly to maintain an expanding econ- investment. On acceptance of this theory itself, and with its applies
omy and a free political and eco- theory, it follows that ever-in- ability to the 'thirties. The theory
nomic order. The approach out- creasing Federal spending is es- appeals to certain strategic in'fltft '

., , , .nAn t , • , , ... . lined here is necessarily terse and sential to full employment and ences—population growth, fillingthe end of 1948, but that we likely to unite the popular desire imperfect, but it does take account sustained expansion. By contrast a '
should not be too surprised if in- for stability (minimizing swings of what seem to me the essentials, cut in this spending then becomes
stead there were a renewal of of deflation and inflation) with The specter of deep deflation the sure road to ruin. No doubt,
inflationary pressure. What is re- the far less obvious popular inter- has been haunting economic think- too, the plea for ever-increasing
quired is that the discretionary est in permanent growth is this: ing ever since 1945, so much so Federal spending also rests upon a

up of the technological frontier,
and so on. Admittedly, these inr
fluences could slowly turn adverse
over the long-distant- future, and

.......
, - . , - , ^ . w - -J r — — 0— we ought to acknowledge the pos-

elements of fiscal and monetary to strive for the lowest rate of that even the mild recession of preference for state over private sibility and to take account of itpolicies should be mutually con- unemployment consistent with a 1949 was viewed in some quarters action. Otherwise the route of in designing the framework for
sistent, flexible, and reversible, reasonably stable wholesale price as the beginning of catastrophe, tax remissions becomes as good a fiscal and monetary policy. In my
so that any pronounced swings level over the long run. There is Undoubtedly the fear of deflation means to the permanent deficits view this is perfectly possible. If
can be offset promptly as possible, good ground for believing that the has been strongly influenced by believed necessary to offset the eventually we find ourselvesFor this purpose, these policies rule would mean 3-5% unemploy-, the Great Depression, especially chronic "excess" savings presup- drifting into stagnation, we'coul4should be guided by clear-cut ment of the civilian labor force by the theory that this depression posed by the theory,
rules. I shall return to this point as a permanent norm for policy. If had its origins in a permanent de- Fiscal and monetary thinking
subsequently. . full employment were so defined, . , ; , ^ 1 .
' If deflation should develop,, there would probably not be any
what role would the automatic- significant problem of price-wage
stabilizers play? These stabilizers inflation. The rule would call for
involve those taxes and transfers, secular increase of money supply
at all levels of government, which in an expanding economy, but the

Continued on page 61

are "income-sensitive." When na¬

tional income declines, the intake
i of these taxes falls, while the out¬

go of these transfers rises. The

long-run rate of increase would
not pull up effective demand too
rapidly.
For the rule to be consistent

^deficits so generated function as with permanent growth, economic
'an offset to saving, and as a means policy as a whole ought to foster
for checking a shrinkage in the the flexibility and competitive-
;;supply of money. The table below ness of the economy, in place of
j indicates the values for the stab- forestalling adjustments indicated
i ilizers. expressed as percentages of by the market. To me, this means
•.any given change in the national avoidance of direct price-wage
; income. The Federal taxes in the controls, excess profits taxes, and-
"* group were calculated at their ex- price-rigging schemes in general,

of which agriculture and the tariff
are the most notorious examples.
What we require for permanent
economic growth is security of
competitive opportunities, rather
than the fixed security of estab¬
lished status. If our policies pro¬
mote growth combined with rea¬
sonable stability, the economy will
yield a generally expanding en¬
vironment of opportunities, suffi¬
cient to ward off pressures for
uneconomic control schemes and
to relax those now in being. Fur¬
ther, if at times deflation calls for
monetary expansion, this can be
done without creation or perpetu¬
ation of broad privileged groups
as the recipients of large-scale
transfer payments, where the only

pected 1954 rates.
Estimated values of the auto¬

matic stabilizers expressed as per-
i centages of change in national in¬
come:

' '

,v.. ' - % Change
> in National

Stabilizer— Income
ppflT"! £>ir->r>v~f/, ip^o'-nn tav 10

.Federal individual income tax 13-15
State and local income taxes J 1

Federal, state and local sales
ard gross receipts taxes___._

^Social *«ouritv contributions^

Unemployment compensation
Agricultural support price pay¬

ments, veterans' benefits,
public assistance ____________

2- 3

2- 3

8-12

5-10

*

As calculated, the stabilizers run
; between 40 and 50% of a change
of national income, in either di-

; rection. This means that if defla¬
tion were to lower national in-
come by, say, $10 billion, and if justification for the payments is
public expenditures other than
transfers were not cut while the

,, transfer here were to rise as esti-
*

mated, then deficits would be gen-
1
erated of $4-5 billion. These def¬
icits would serve as a new offset
to saving, which would compen-

r sate for a fall of $4-5 billion in
*

private investment and yet check
the fall of national income at $10

1

billion instead of considerably
more. Furthermore, if the deficit
were financed through the bank¬
ing system, it would help offset
a decline of money supply, and in
fact might actually increase the
public's stock of cash. This would

an alleged need "to support tne
economy." The formation of such
privileges tends to corrupt both
the beneficiaries and the govern¬

ment donors, while increasing in¬
equalities of income and of eco¬
nomic power. I
Finally, there is great merit to

the principle that the economy
should depend as much as possible
upon private spending, -because
such spending is a major means

by which personal freedom is
exercised in the economic order,
and becau'se of its close connec¬

tion with economic efficiency. By
contrast government spending is

help against hoarding tendencies inherently coercive and rests upon
and might possibly help turn con¬

sumption and investment upwards
again. However, the main effect
of the stabilizers is to reduce the
scale of fluctuations in income and
output, and not to eliminate them
entirely. They afford no guarantee
against a deep depression, if in¬
vestment should fall drastically.
So much for the economic

prospects in 1954. Deflation is a

possibility. What approach should
be taken if it becomes a fact?

a transfer of economic power from
the people to political authorities.
Most of us would admit that some

government spending is desirable,
for the promotion of certain com¬
mon national and international

purposes. Disagreement usually
centers on the range and scale of
these purposes, and here unfor¬
tunately there is no strong princi¬
ple for fixing limits. The proposals
to place as much emphasis as pos¬
sible upon private spending means

Admittedly the answer rests upon that proposed increases in govern-
one's judgments of value concern- ment expenditures ought to rest
ing the norms for fiscal-monetary upon a broad basis of public con-
action. I offer mine with full
awareness that reasonable differ¬
ences of opinion can exist con¬

cerning them.
There is probably little dis¬

agreement over the principle that
it is the task of fiscal and mone¬

tary policies to stabilize as far as

sent and ought to be justifiable on

grounds other than sheer pump-

priming.
The basic problem for fiscal-

monetary policies is not, in my

opinion, that of automaticity
versus discretion, or of rules
versus authorities. Rather, it is a

possible the rate, of economic question of rules for authorities.
growth over the long run, rather
than some given level of income
and employment as such. This
means that we should not lose
sight of our primary common in-

Discretionary action there must
be, to cope with at least two main
kinds of uncertainties—swings in
private investment and erratic
changes in foreign affairs that re-

terest in a permanently expanding act upon expenditure for national
economy, merely to cope with security. If we wish to preserve
short-term fluctuations. What is a tolerably free political and eco-
required for the task is a simple nomic order, we shall require
and defensible rule that can serve authorities who can undertake
as a permanent guide to discre- discretionary actions. However,
tionary policy. The rule most those actions should be bounded
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WARREN PETROLEUM

CORPORATION
has become an important factor in the Industrial, Chemical, Agricultural
and Domestic life of America. In the past year Warren's fleet of tank
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appears that the industry will be faced with the problem
of large capital outlays while confronted with the in¬
creased burden of maintaining idle facilities.
Ohio continues to be a good market for petroleum

products. Our sales in 1953 increased at a greater rate
than total U. S. demand. The outlook for 1954 is for
better than average demand in Ohio with motor fuel
up about 4% over the 2.5 billion gallons consumed in
1953, and light fuel oils up 7% on the basis of a normal
weather pattern. 1

WALTER S. FRANKLIN

President, The Pennsylvania Railroad

The estimated results for 1953 are comparable in
volume of business and earnings to the preceding year.
The patterns of business in 1953 and in 1952 were,
however, quite different. Nineteen fifty-two ended

on an increasing volume—1953 on a
decreasing volume. Nineteen fifty-
three will be the third straight year
the revenues of the Pennsylvania
Railroad have exceeded a billion

dollars, but the volume of business
in 1952 was reduced by a steel strike
during June and July. Net earnings
in 1953 are expected to be about the
same as in 1952.
The volume of freight traffic de¬

creased sharply during the last two
months of 1953 as compared with
the preceding year. Passenger rev¬
enues for the year were 9% below
the preceding year, reflecting a
nationwide decline in rail passenger

i /, . - travel, including military, and the
general business decline in the closing months. The
deficit from passenger operations, however, was reduced
approximately $5 million as compared with 1952.
For the Pennsylvania Railroad, the year marked the

rounding out of a very large improvement program

which, while not completed, shows gross capital ex¬

penditures for roadway, shop and terminal facilities, and
in freight and passenger equipment, largely during the
last six years, totaling more than $800 million. Of this
amount more than $320 million went into the program
of dieselization.

Improved efficiency of operations, for which the near¬
ly complete dieselization program is partly responsible,
resulted in an improvement in the transportation ratio.
The physical condition of the property is good. Ex¬

penditures during 1953 for maintenance of way were

approximately $10 million greater than in the proceding
year.. There was an increase of over 30% in the equip¬
ment repaired and reconditioned, compared with 1952.
The outlook for the first quarter of 1954 indicates a

level below 1953. We expect the volume to improve as
the year progresses.

While the negotiations with the railroad brotherhoods
have not been completed -— the agreement with the
Brotherhood of Railroad Trainmen after only seven days
of bargaining between the parties, and without resort to-
government or other boards, is encouraging. However,
the cost of the increases will be a serious addition to
expenses which must be offset, particularly in view of
the decline in volume. ,

^ •
D. V. FRASER

President, Missouri-Kansas-Texas Railroad Co.
Gross revenue of the Missouri-Kansas-Texas Lines

for 1953 will approximate the all-time high of 1952.
There will, however, be reduction in net income com¬

pared with the previous year. Several factors have con¬
tributed to the decrease in net in¬

come, among them being a heavier
track program necessary because
new rail was denied us in 1952 due
to the steel strike; increased wage
costs of approximately $800,000 due
to cost - of - living and productivity
awards; retirements of facilities
made obsolete because of dieselized
operations, and the absence of a half
million dollar tax credit such as was

received in 1952.
There has been a downward trend

in traffic on our railroad during the
past five months. This has been due,
in large measure, to the severe

drought conditions, which is evi¬
denced by a decrease of over 10,000
cars of wheat and other grains, and a slowing down in1 the movement of other commodities, including livestock
and agricultural products.
Aside from the effect of the drought on general busi¬

ness in the Southwest, the balance of the region's econ¬
omy remains healthy. This is demonstrated by the fact
}u lr^^withstanding the drought, local carloadings on
the Katy have shown a far healthier trend than have re¬
ceipts from connecting railroads, indicative of the bene¬
fits received from aggressive industrialization through¬
out Katy-served territory.
It is heartening to note that- most of the Southwest

has received considerable moisture recently. Given a
good crop year in 1954, and no further deterioration in
farm prices, agiiculture in the Katy territory should
enjoy a comparatively satisfactory year. Winter wheat
prospects are the best in several years; grazing condi¬tions have improved; cattle prices have strengthened
recently,, while prices of most other farm commodities
are holding steady.

One retarding factor in the Southwest's economy dur¬
ing the last half of 1953 was the substantial reduction
in petroleum output in Texas. This has aroused consid¬
erable agitation for restriction in the amount of oil
being imported from foreign fields. Should there be a
curtailment of imports and concomitant increase in
Southwestern production, the volume of petroleum ship¬
ments over the Katy rails should gain.
This lower trend of traffic may be expected to con¬

tinue for several months into the new year, and thus a
realistic outlook for 1954, from the viewpoint of traffic
volume, must be based on a lower level than that ex¬
perienced in 1952 and during the first seven months of
1953.

Additionally, the Katy 1954 freight revenue will re¬
flect a full year's impact of the adverse Interstate Com¬
merce Commission decision in the Southwest rate

divisions case. This decision, which became effective
July 15, 1953, will reduce gross revenues an estimated
$1,500,000 below those of 1952.
I am optimistic in regard to the longer term busi¬

ness prospects for the Southwest territory. In my judg¬
ment, we can look forward to many years of an increased
industrialization of the Southwest. Currently, M-K-T
Railroad is cooperating in the development of substan¬
tial industrial sites at a number of key points. The
new industrial district at Dallas, Texas, promises to be
one of the finest in the country. Likewise, the location
of chemical and allied industries in Eastern Oklahoma
is most promising. The prospects for further industrial¬
ization of the Southwest appear as bright for 1954 as

they proved to be for the past several years.
The M-K-T's present plans for capital improvements

in 1954 contemplate substantially the same outlay as in
1953, exclusive of rolling stock. Since the Katy's motive
power is completely dieselized, the greater portion of
M /iAVHifnl Avr\finrJifnmo tirill Ln Cllfh ltPTBS

self, were disturbed at the disclosure in the Brookings
Institution census of share owners that only 6,500,000
people had an ownership stake in our corporate wealth
at the close of 1951. That figure must be multiplied
again and again — if we want capitalism to work at
maximum efficiency.
I regard it as a primary job of the Stock Exchange to

make economic democracy part of our way of life and
not merely a catchy phrase.
In recent years the Exchange, working closely with

industry, has conducted an intensive educational cam¬

paign to tell people about the importance of the invest¬
ment process to our economy. We intend to intensify
and broaden that effort. This month, as part of our cam¬
paign to encourage share ownership, one of the most
significant developments in financial history will be
made available to the public by the Exchange's member
firms: The opportunity to purchase the securities of our
great corporations on a fpay-as-you-go basis. The
Monthly Investment Plan; as it' is popularly known,
clears- the road-t-for the first time-^-to mass investment.

The Monthly Investment'Plan represents ^ radical step
for the Stock Exchange community—just as radical in
its way as General Electric's use of Bing Crosby and Ken
Carpenter to discuss the importance of investment before
a nationwide radio audience—just as radical as Pennsyl¬
vania Railroad, Chrysler, Socony-Vacuum, Monsanto
Chemical and Allied Chemical utilizing the street floor
windows of member firms of the Exchange to graphically
tell to the public their own story and the contribution of
investment to their growth. *' ' >

Simply as a matter of self-preservation-, industry must
go to the public for a larger share of the funds needed
for new plants and equipment. But the investor must
be protected, too, whether he is already a share owner
or is becoming one for the first time. The Stock Ex-

next year's capital expenditures will be for such items change, of course, has its own regulations for the pro¬
as signaling, new rail, revision of yard and passing 5 -*■— —1 *

Keith Funston

D. V. Fraser

tracks to improve train operations, the providing of in¬
dustrial trackage, and installation of newer and more
economical tools.
Some additions to the freight car fleet are contem¬

plated, but placement of orders will depend on business
trends early in the new year.
While business, nationally and in the Southwest, cur¬

rently is undergoing a period of adjustment, and there
has been some drop in volume in many lines, I look for
stabilization in 1954 which will hold volume at a good
level. For the longer view, I believe the present re¬

adjustment period will be followed by a new era of
expansion and prosperity,

G. KEITH FUNSTON

President, New York Stock Exchange

Industry and business are working with the New
York Stock Exchange and with other segments of the
securities business to create a' nation of share owners
and a stronger America. Our ultimate goal is a direct
ownership interest in the tools' of
production for every family in this
country — or, put another way, for
every American to own a share of
American business. /
It is our deep conviction that capi¬

talism in the United States cannot

flourish—cannot, in fact, even sur¬

vive—without direct public partici¬
pation and support. We cherish our

political democracy — now, to safe¬
guard our political freedom, we must
seek economic democracy.
The most prosperous year in our

history has just ended. At the start
of 1954 the immediate future is
clouded by such factors as declining
new and unfilled orders in the hands
of manufacturers, a rise in business inventories, a slight
increase in unemployment, retail sales a little smaller
than they might have been. It is quite possible that the
current year may see a number of readjustments—per¬
haps we may not score a new set of production records
in 1954. That is the short-term outlook—and with it go

all the qualms which accompany any attempt to gauge
the future exactly.
But if we step back a bit and try for a longer perspec¬

tive, we get a different view and the ruts that look so
ominous when they are under our noses seem to level off.
In my opinion the future of industry is still in the

toddling stage. A growing population is demanding a be¬
wildering variety of goods and services/which didn't
exist even a couple of decades ago. The pressure for
more and better products must grow indefinitely—and
industry is well aware of that pressure because more
than $1 billion is spent every year just to figure out
new and better ways to satisfy the American public.
Now, how does all this affect the New Yokk Stock

Exchange? Or, more to the point, how can the Stock
Exchange make the maximum effective contribution to
the national welfare? The answer, it1 seems to me, lies
in the honest and efficient discharge of the Exchange's
responsibilities to the public and to industry.
Mass production and mass distribution are two mod¬

ern phenomena on which American prosperity is found¬
ed. But to exploit those two concepts for the. maximum-
benefit of the maximum number of people, a third con¬
cept must be added—mass investment.

Industry cannot afford to rely on a limited number
of people—or on retained earnings, or on debt—for capi-

1 tal, to finance future expansion. The money that is
needed must come from millions of people, who are not
now investors—the investors of the future who will
share in the ownership of ..American industry.
It's no secret that a great many people, including my¬

tection of the investor—such safeguards as insistence on
sound corporate accounting practices by its listed com¬

panies, frequent and full reports to their share owners,
and that supervision which has given member firms a

record of integrity and fair dealing surpassed by no
other business in the country and equalled by few.
The Exchange has a responsibility in other areas in

which the interests of the investor are at stake—the
responsibility to fight against confiscatory, unfair and
crippling Federal tax legislation.
Freedom of capital hasi been the cornerstone of our

business system since this nation was founded. Yet the
Capital Gains Tax and double taxation of dividends seem
almost to be laws deliberately contrived to impede the
freedom of capital and to discourage investment. These
are unjust laws. It is our obligation to oppose them—
and I am pleased to report that the new Administration
in Washington appears to be as aware as we are of their
defects. In his State of the Union Message, President
Eisenhower said that "we should now revise the more

glaring tax inequities, particularly on small tax payers;
reduce restraints on the growth of small business, and '
make other changes that will, encourage initiative, enter¬
prise and production." ; tL : • - , 'V
We have still another responsibility; one that goes

to the very roots of our free and enterprising^ business
system: To maintain a marketplaceswhere the*securities
of the nation's leading corporations-can be bought and
sold quickly, easily and at the best price possible, The
need for such a marketplace is not new. Indeed, it: led
to the foundation of the New York Stock E#:haijge 162
years ago. The need to day is greater than ft was then
and the need tomorrow will be greater still,;-T
We provided such a marketplace in George Washing-'ton s days—we shall provide it for the America of to¬

morrow, the prosperous nation built by mass investment.

ROY FRUEHAUF
President, Fruehauf Trailer Company

Fruehauf Trailer Company, world's largest manufac¬
turer of motor transport trailers, is looking to 1954 with
complete optimism and confidence.
Early 1954 will require-hard selling to maintain vol¬

ume and earnings. Competitive con¬
ditions of this kind work two ways
—our output has to be priced com¬

petitively to the customer and pur¬
chased components undergo the same
stiff approach to cost. In addition,
manufacturing efficiencies can be
improved to provide the necessary

gap between sales prices and costs.
In anticipation of these conditions,

we have devoted more than usual
attention to training and strength¬
ening our sales organization and to
control procedures, particularly to
eliminate waste and excess costs.
Product development has been ac¬

celerated. This development has been
carefully aimed at providing more - , l

pay load and more profitable operations for the truck-
trailer operator. In this- connection we have always
found that when selling becomes more difficult—as we
expect it will be in 1954—the Freuhauf sales message
becomes more effective. When traffic managers are
eager to cut costs, operation .of. Fruehauf trailers has
always been a big answer. '
The excess inventory condition responsible for tne

industry adjustment currently being experienced is ex¬
pected to be worked off within a short time. Organiza-^
tion flexibility is necessary to meet these changing epo-*
nomic conditions which have not been,uncommon during
the past decade. Management is capable of making the
necessary adjustments quickly, always motivated by.

7 Continued on page 62
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Defense Spending and Problem of Deflation
go over to permanent deficits, cur with a very unfavorable con-
created mainly by tax reductions juncture involving falling private
and supplemented by increased investment and slowly declining
Federal expenditure having inde- Federal purchases together, or

pendent justification. However, it from possible adverse reactions in-
would be a dangerous mistake to- duced by a sharp cut of, say, $10
day to interpret the first sign of billion in defense spending. Some
real deflation as proof that stag- fall in prices could also be ex-
nation is upon us. : pected.
Moreover, the theory yields a For the first case, the current

very awkward fit as an explana- monetary and fiscal policies de-
tion of fluctuations in the 'thirties, scribed earlier—easy money plus
The strategic forces upon which already legislated tax reductions
the theory rests no longer . carry —seem to me sufficient to halt
the conviction they; onceV did as the decline at close to 5% unem-

an explanation of past events., A ployment. If affairs continued to
much less heroic explanation is drift at this level into 1955 in-
possible, along lines: forcefully de- stead of turning upwards again,
veloped by Schumpeter. On the moderate resumption J of open
"real" side, there was a temporary market purchasing would be in
saturation of investment oppor-' order. If things turned downward
tunities at the beginning of: the in serious degree, then the pro-
'thirties. On the monetary.^side, gram sketched below for the more
there was a rapid destruction of serious case ought to come into
money supply, occasioned^ by an action.

incredibly;, bad -bankings-system For this second caSe, consider-
that is stilt in need of reform, and abjy stronger measures would be
by .a disastrous series of interna- required, even recognizing the
tional monetary crises, Brutal potential action of the stabilizers,
liquidation and almost insatiable Its onset would be signaled when
hoarding were the result. Per- unemployment attained the 5%
sistently vigorous counterattacks rate within six months' time. At
with the usual monetary weapons this point, open market operations
were foreclosed by .difficulties should be started and consistently
with the gold reserve. ^Deep de- pursued. If nonetheless the un-
cline followed until mid-1932, a employment rate were to exceed
decline intensified by; monetary 7% for one quarter, discretionary
weakness and attendant extreme action on the fiscal side should
pessimism.: As for the weak re- be taken. For such purpose 1
covery of the post-1933 period, WOuld propose, first, upward revi-
there is much strength in Schum- sion in rates of unemployment
peter's view that its root causescompensation, additional reduc-
lay in a "hangover" of pessimism tions at the lower brackets of the
from past shocks and the rise of individual income tax, and revi-
an accompanying'"strongly &nti- sions in taxes upon business in-
capitalist mentality having'tang- come. Among these revisions I
ible expression in the tax and'reg- would suggest more liberal write-
ulatory fields. Capitalism depends 0ffs for depreciation and more
upon the creative efforts of the generous allowances for surplus
active business strata, but Hhese accumulations. Then, as a second
were demoralized throughout the line of defense, I would propose
decade. j broad resort to defensible public
From this general. view, it, fol- works projects. Together, these

lows that we should not corifuse measures seem to me sufficient to
fluctuations of private investment turn the tide,
with a chronic deficiency of. in- Under either case, both of which
vestment opportunities. ,.:Flpctua- are still purely hypothetical, there
tions are normal and will continue are practical steps that ought to
to occur. To some extent, their be taken now, so that we may be
swings will be checked b% the properly prepared. The scheduled
automatic stabilizers, while ;their rise in the 0ld-age taxes ought to
course can be reversed by appro- be postponed. The scheduled cuts
priate discretionary actions in the in the corporate income tax and
fiscal and monetary spheres.,,Per- in Federal excises ought to go
manent vanishment of investment through. Legislation ought to be
opportunities is quite - another developed to give the President
thing, as yet only hypothetical, some discretionary power over the
and calling for much more drastic rates of individual income tax,

subject to legislative veto,
reserve of useful public works

With^^^tliig-distinction id-mind projects should be built up, to be,
let us assume" that deflation* will , , ., , , „ . .

'

start in 1954/.In .the, light,'of the lor use il needed. Emphasis
preceding argument,'what can be should be shifted at this time from
done about.TtT^To^considerable the objective of a balanced Fed-
extent, the; answer^iib depend eraj budget in the near future to
upon the severity of „the decline, ., .... e . Uu • „ «

fcoth as to speed- and^o depth. I the objective of stablizing growth.
shall consider two strong cases. High-level balance is both desir-

V In the first, gross, product, falls able and possible for the long-
short of the required increase as term, but it ought not to be pur-
defined earlier, or perhaps simply sued so vigorously now when re-
fails to rise at all,, which , latter ... . . . , t

was the case in 1949. In this case, adjustment to falling defense ex-
the unemployment rate would rise penditures is under way.
Sit most to 6% of the labor force, Along with these measures,

depending upon what happens to long-range legislative studies are
the level of product within the , , . . . -

limits indicated and upon the rel- iecluirec* to lay the basis for some
ative importance of layoffs-and important reforms in our tax and
short-time. No great change in monetary systems. The present
prices would be likely. In this in- Federal tax laws discriminate too
stance, the mere slowing down or . .. „ . , , , . .

cessation of growth, without an rs y against new and gr wing
absolute fall out output, would enterprises, though such firms are
carry some deflationary effects. essential to expansion and vigor-
In the second case, real gross ous competition. Our monetary

product declines absolutely and at system still suffers from perverse

s rapid pace, which if.unchecked elasticity, while discretionary pol-
mnight approach the 9.6% drop icies affecting the supply of money
between 1929 and 1930. * Unem- depend upon diverse authorities

ployment might rise to 8rlOr% of that can act from inconsistent ob-

Ihe labor force within r a single jectives. We require a tax system
-.year. A slump' of this-Trtagnitude that fosters incentives for private
would be extreme, but "could oc- investment, while our monetary

system should be better adapted
to the task of more effective con¬

trol of fluctuations. Reforms in
both spheres could contribute
much to the twin objectives of
growth and stability.
The general approach sketched

in this paper rests heavily upon
three basic assumptions. First, the
principal concern of fiscal and
monetary policies should be the
control of interim economic fluc¬
tuations in a manner consistent
with long-run growth and flexi¬
bility. Second, growth .rests pri¬
marily upon a continuing high
rate of private saving and invest¬
ment. Third, there remains a great

potential for growth under the

system of private enterprise.

1 ■ !■

In keeping with these assump¬
tions, I have placed much stress
upon the creation of incentives for
private spending. Private invest¬
ment is the most important cate¬
gory of this spending, not only
because it is much more volatile
than consumption, but because it
is vital to long-term growth and
increased economic efficiency. On
this view, fiscal and monetary
measures designed to cope with
deflation should stress the promo¬

tion of private investment. Sup¬

port of consumption alone is not

sufficient either for stability or

progress, and; if the methods for
s u p p o r ting consumption work

against saving ^nd investment,

full employment will be much
more difficult to maintain while
long-term economic progress will
be slowed down.

Economic progress is the pri¬
mary material interest of the
whole population. It is particu¬
larly vital to the younger genera¬

tion, which has the most at stake
in an environment of increasing
opportunities. It surely ought to
be possible to provide that en¬
vironment and all of its attendant

material benefits, if, in our fiscal
and monetary thinking, we are

wise enough to avoid the com¬

placent optimism of the 'twenties
and the bleak despair of the
'thirties. '*• ' /

) r

ana caning ior mucn more arasuc rates of

discretionary ;measures,; partly of perhaps
a'different- kttfd/cv** 'cv.yjv.-y a resen

f - With 'this - distinction Th- mind. 4

Sootlisayers we are not, nor do we probe the entrails

of the pigeon or the fish. We patronize no oracle or squint

no eye at the crystal ball. Signs of the Zodiac are. to us

interesting decorations and a deck of cards is best used for

poker. 11 None-the-less we look forward with excitement

to interesting events in New Jersey in 1954, for if the

impetus of 1953 continues— and we see no reason that

it should not— New Jersey will maintain its economic

growth in solid fashion.K There still exist the economic

advantages that induced one of the foremost makers of

9 5 4

automobiles to locate a large assembly plant in New-

Jersey. •' H The reasons prompting the' Boy Scouts of

America to locate its operations in New Jersey are

still sound. H The potential for growth in New Jersey's

Industrial Elbow— that area crossriver from the Fairless

Works of the U. S. Steel— has not been exhausted..

Metal working plants and enterprises satellite to the steel
i . • • ' ' . ; '

industry are on the move to this part of New Jersey.

K We are proud to be in the electric and gas business in.

New Jersey and to have a functional part in the develop¬

ment of this great state. PVBLIC»)SERYICE
■■■■■"■■■ ■ .1 1 ■ — 1 ii . "■ ■ ■
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responsibility of maintaining employment and earnings,
and providing the shareholders with a fair return on
their investment.
'

- With ample working capital, a strengthened sales
organization, and a sales policy to meet competitive
conditions, I look to 1954 with complete optimism and
confidence.

PAUL V. GALVIN

President, Motorola Inc.
'

The year 1954 will be one in which the electronics
industry catches its breath to run for a decade faster
than ever before. I
At the market place for electronic consumer goods,

the activity will be somewhat slower
than in 1953. But behind the scenes

at the manufacturing level there will
be more action of an engineering na¬
ture than at any previous time in
the industry's history.
During the year the consuming

public's initial curiosity about color
television will be answered. There
will be many public demonstrations,
and many so-called "firsts." The
purchase of a color television re¬
ceiver at a price within the limits
of the family budget, however, will
still be years away. Momentarily,
price tags on the initial models

Paul V. Galvin shown to the public will range be-
• tween $900 and $1,200.

The industry in 1954 can be expected to sell between
five to five and one-half million television sets with

something in the order of 100,000 color receivers in¬
cluded.
The consumer radio business should attain an 11,000,-

000 unit volume. Two-way radio communications busi¬
ness will hold firm or possibly increase somewhat. Mili¬
tary electronics continues to be vital in the security of
the nation and I foresee no letup in this area of activity.

Overall, the electronics industry should achieve the
second largest total volume of business in its relatively
short but dynamic history.
In the engineering phases of the industry, I expect

noteworthy advances to be achieved in the application
of printed circuitry and transistors, forecasting ex¬

tremely interesting possibilities for further miniaturi¬
zation and for efficiencies both in manufacturing and
in product performance which will lead ultimately to
considerable savings.

EARL A. GARBER
/ ■ - ■' i

President & General Manager,
r

s Harbison-Walker Refractories Co.

Refractory materials are absolutely essential to the
production of practically all the numerous types of ma¬
chines, tools, and goods upon which our modern civiliza¬
tion depends. They find their prin¬
cipal markets in the metallurgical
and other, heavy goods industries.
The recent great expansion in the
country's capacity for the production
of heavy goods, including steel and
other metals, made necessary a cor¬

responding expansion of the refrac¬
tories industry. Since 1949 the in¬
dustry has invested some 75 to 80
million dollars in construction and
modernization of plants, of which
over 41 million dollars were spent
by Harbison-Walker, with *an in¬
crease of approximately 33% in the
company's overall production ca¬

pacity. Earl Garber
The demand for refractories tends

to parallel general business activity. As the situation
appears now, there will be some slackening of the de¬
mand for refractories in 1954, but the industry as a
whole can look forward to a good year.

W. W. GASSER, SR.
Chairman, Gary National Bank, Gary, Ind.

For the most part of the past 20 years the economic
curve has been steadily rising. I believe that we are
now at the peak or possibly a little over, and that from
here on, without wars or other inflationary measures

being applied, the curve will gradu¬
ally be downward until it reaches a

moderate level.. Many of the causes
for this 20-year sustained upward
trend in business have been as

follows:

W. W. Gasser, Sr.

(1)
(2)
(3)

(4)
(5)

(6)
(7)
(8)

Two1 wars.

Huge taxation and spending.
Rise of national debt from
$16 billion to over $275 billion.
Government support of prices.
Great increase of private, mu¬
nicipal, state, and other in¬
debtedness.
Gifts to foreign countries.
Unbalanced Federal budget.
Government guarantees and
subsidies.

M. G. Geiger

With many of these inflationary measures being recog¬
nized by our new Administration, and with several of
them now being corrected, there is very naturally going
to be some recession lying ahead. How severe it will
be or how long sustained will depend on how quickly

these inflationary forces are corrected, and how quickly
the government will balance its budget, and on any other
unforeseen conditions. The recession can be somewhat
offset by lower taxes and lower expenditures by the
government which would in turn stimulate business, I
firmly believe, however, that the follies of the last 20
years if continued would result in further inflation and,
unless corrected, would lead us to ultimate disaster. I
therefore believe that 1954 will see the following:

(1) A slight recession in business.

(2) Inflation and rising prices will level off.
(3) Government deficits will probably decrease. \~

. (4) Bank deposits will hold even, or might slightly
rise. 1

,

(5) Interest rates will continue to decline or level off.

(6) Corporate net earnings will probably be under
those of 1953.

(7) A slight recession in employment.
An all-out war, which does not seem probable, would

of course change this entire picture.

MARLIN G. GEIGER

President, The Davison Chemical Corp.
The year ahead for the chemical industry is one in

which diversification will pay important dividends. It
is our belief at Davison that there will be no significant
overall change in the business picture; that in some lines
further increases in activity can be
expected while in others readjust¬
ment will take place as supply tem¬
porarily overtakes demand. Hence
a broad enough variety of products
is assurance that the net effect of
the various forces at work twill be
to maintain total volume at or clo£e
to the 1953 level.
Some companies in our industry

are so fortunately situated that they
can reasonably expect important
gains in the year ahead. It is a mis¬
take to assume that new chemical
plants which have recently come
into operation or are scheduled to do
so in the nearby months simply add
to the total of available products for
sale. Many of these new facilities are devoted to new
and improved products, or to the more efficient output
of already established products, and hence will be needed
and used even though the market as a whole does not
advance.

As^an example, catalyst production is an important
facet of Davison business. The catalysts which we will
be producing in the year ahead are in response to the
demand for higher quality gasoline and other products
of petroleum origin, and for other products which will
be marketed because of the chemical industry's constant
drive to produce new products for better living. Im¬
provement will go on, and companies who have the
most to contribute in this way will inevitably be the
gainers.
We hear occasionally about increases in inventories,

but there is nothing in the published figures or the
observations we make of specific cases to cause undue
concern. Some inventory build-up is inevitable and to
be regarded as normal. It should be kept in mind that
many chemical processes yield not one product but two
or more, and the yield of a plurality of products is an
essential part of the process. But it is hardly to be
expected that demands for the several products of a
process will maintain an unvarying stable relationship.
So a certain imbalance is to be expected at times, and
is noted as increases in inventories which are worked
off in the normal functioning of the market.
In the instance of fertilizers, there was a falling off

in volume last year largely ascribable to the drought,
a temporary influence. This was partly responsible for
an increase in the industry's inventories. With larger
supplies available to them, also, farmers and dealers
reduced their early take of fertilizers. But with the
approach of spring planting there are already indications
of satisfactory seasonal business, and inventory reduction
will certainly be in evidence as the season progresses.
Here again new products, including high analysis fer¬
tilizers and granulated forms of fertilizer, are influenc¬
ing the market and justifying the expenditures made in
plant improvement.
From every viewpoint, 1954 will reward good business

practice—which includes not only diversification but
better products, more efficient production, and sound

aggressive salesmanship.

PAUL S. GEROT

President, Pillsbury Mills, Inc.

It appears that employment is at
a high level and the national income
rate is high. As usual, the business
we are in is competitive. We have

always needed sound selling and
merchandising practices and the year

ahead will be no exception. There
will be plenty of business available
in 1954 but we will have to work

to get it.

Lorinf L. Gelbacb

Paul S. Gerot

LORING L. GELBACH

President, CentraL National Bank of Cleveland, Ohio
Business activity in 1954 will average moderately be¬

low 1953 levels. This is premised on the assumptions,
first, that no appreciable change will occur in the inter¬
national political situation, and, secondly, that Congress *

will cooperate with the Administra-»
tion to bolster consumer demand as

well as to encourage plant moderni¬
zation programs throughout industry."
The contraction in industrial prod- '

uction • and in manufacturing em- *■
ployment. in recent months is
attributable to a more cautious
attitude on the part of businessmen
toward further inventory accumula-'
tion throughout a period of reduced"
expenditures for national defense,
new plant facilities and new homes.
The decline in durable goods sales;
reflects' a more cautious consumer;

attitude towards further debt ex¬

pansion in this period of lower em-'
ployee earnings and * increasing

unemployment.
This adjustment will be one of a transition from a;

high level of defense production, plant expansion and
increased production of goods for both defense and;
civilian economies, to a more moderate rate of plant"
expansion in keeping with reduced expenditures for
national defense and some lessening in civilian demand
for goods. The transition is further complicated by the
inventory adjustment currently under way in the con¬
sumer durable goods industries.
With the lending institutions in a sound and liquid

position, current savings large, and with an easier money
policy in effect, no spiraling of deflationary forces is
anticipated. The economy is fundamentally sound so
that fears of a serious recession or depression in 1954
are unwarranted.

The extent and rapidity of the adjustment will depend
largely on what actions the Federal Government and

industry take in the months immediately ahead to stimu¬
late consumer demand.1 Included among the possible
stimuli are: lower personal taxes, increased social bene¬
fits, accelerated rate of amortization of equipment, more
liberal terms on home modernizatipn loans, lower prices
and improved quality of products offered to the public.
It is anticipated that the business adjustment corrently •

under way will continue throughout most, if not all, of
the new year. Principal weakness will appear in the
area of industrial production which is expected to aver¬

age seven to 12% lower than the 235 average for 1953.
With expenditures for defense and capital improve¬

ments off only moderately from those of 1953, the de¬
cline in overall business, personal incomes and retail
sales should be modest—less than 5%. Farm income,
foreign trade, as well as wholesale and retail prices are
expected to be slightly lower. No appreciable change
is anticipated in the cost of living. Some further easing
of the money markets is anticipated. Ample funds will
be made available to satisfy future demands for credit,

i Our ability to produce far in excess of current needs
will bring about increased competition and lower prices.
Strenuous efforts will be made by management to reduce
costs, as well as to improve the productivity of its em-j
ployees.
Profit margines will.be lower but reduced taxes will

permit, a larger percentage of gross profit to be carried
through to net earnings. The anticipated decline in cor-?

porate earnings indicates little change in dividends of
the better managed companies in 1954.

Statistically, general business will be moderately lower
than in 1953 but it should compare favorably with 1950-
52 levels. Psychologically, it will prove to be disap¬
pointing to businessmen.

BERTRAM M. GOLDSMITH

Partner, Ira Haupt & Co., New York City
It |is my opinion that Wall Street is entering a new

era. For the last 25 years it has merely been a market
place where investors could come to buy and sell se¬
curities. Its attitude has been the same as th?
toward prospective patients or an

attorney towards prospective clients.
It has expected the clients to come

to it, without any effort on its. part.
The business of trading stocks and
bonds, however, is not like the medi¬
cal or legal profession. As a result
of this' attitude, volume has dwin¬
dled and business has in no way kept
up with the growth of other busi¬
nesses and the growth of savings in
the country. Young men have not
been attracted to Wall Street and

little attempt has been made by Wall
Street to train those who came.

Now, however, the attitude in the
Street is changing. Perhaps, Mutual
Funds showed the way in starting to
attract the small investor. The Municipal Bond Frater¬
nity has suddenly discovered that individuals don't have
to be wealthy to be attracted to municipal bonds, and
individual firms have done a great deal to introduce the
municipal bond to investors who formerly would have
kept those funds in the savings bank. The Municipal
Forum is embarking on an educational program which
will doubtlessly receive country-wide publicity and

Continued on page 64

iat of a doctor

B. M. Goldsmith
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As We See It
does not develop an intuitive
feeling about what the future
holds that is worth more than
all the erudite analyses and
forecasts in the world. We do
not see how business gener¬
ally flourishes as it does and
continues to expand year after
year and decade after decade
if this were not the case. It
is for this reason that we are

each year at so much pains to
bring to our readers the con¬

sidered views of so large a
cross section of the business

community itself.
So far as the general run

of economists are concerned,
they have been well occupied
for a good while past trying
to figure whether we are in
for a minor dip or readjust¬
ment, a recession or a full-

fledged depression. The time
has come and gone when some
of them had us well along in
a set-back of more than nom¬

inal proportions. We are un¬

able to say off-hand how long
it is since prediction of a siz¬
able decline in capital ex¬

penditures by business be¬
came the order of the day.
Others— and sometimes the
same economists—have been
for some time worrying about
declines in defense spending.
The rate at which consumers

would stay in the markets
< was and is another matter

, about which it has for a good
while been possible to obtain'

some hot. altogether cheerful
; comment.

, Nothing Alarming Yet
*

The fact is, though, that
-

nothing particularly alarming
has occurred in any of these

-

areas. In point of fact, it has
seemed rather remarkable

how well most' of these

spheres of activity have main-
• tained themselves despite the
'

fears and doubts of many ob¬
servers. Capital expenditures
have again and again and
again refused to behave as

they were supposed to do.
Current predictions by those
who make a specialty of the

; subject, moreover, do not sug¬
gest anything disquieting in
this department, although
residential housing seems to
be a little less reassuring.
.Despite all the talk about

passing the peak of defense

; spending, and notwithstand¬

ing "cutbacks" in future

plans, there is little likelihood
. of more than a very modest
reduction in these outlays
during the year immediately
ahead. So far consumers, ex¬

cept possibly in a few areas,

# have certainly not shown any

very . marked reluctance to

buy what they want, and,
consumers always want -a

very large variety of things.
Of course, there are ele¬

ments of weakness which no

one in his right senses wishes
to ignore or, rather, dares to

ignore. One of them is found
in the current agricultural
situation. Thanks to mis¬

guided attempts to please if
not to help the farmer, we
have now developed a situa¬
tion in which the agriculture
of the nation is not in a sound

or healthy condition. We
should all be better off if a

substantial part of the capital
and labor which have gone
into producing far more farm
products than can be sold had
been instead devoted to pro¬

ducing other things. But there
is no particular reason to ex¬

pect the agricultural situation
to get worse as time passes.
It may, indeed, have already
passed its worst.

Inventories a Threat

There seems to be little rea¬

son to doubt that the most im¬

mediate threat to a continua¬
tion of a very high rate of
activity in business is pre¬
sented by the inventory situa¬
tion. Generally speaking busi¬
ness several months ago
started to reduce the rate of

build-up of inventories and
then ceased to accumulate

them at all. Apparently not
very much progress has been
made in the actual reduction

of stocks, and it appears to be
very generally believed that
unless conditions change
rather radically a substantial
amount of inventory liquida¬
tion will be effected in the

months immediately ahead.
Such a course would in all

probability have a dampening
effect upon business gener-

ally. i

So much for the outlook as

it appears today. One of the

big questions remaining has
to do with the interaction of

such changes as occur in these
various sections of the econ¬

omy. Consumers do not now

appear reluctant to buy, but
how would they act if pres¬

ently the employment outlook
seemed to them to be more

threatening, or if business

generally seemed to be sliding
downward? Business general¬
ly is still seemingly intent up¬
on further investment of funds

in productive plant and equip¬
ment; what would it be in¬
clined to do should it present¬
ly begin to appear that con¬

sumers were not much in the

mood to buy the end products
of our plants?
These are some of the $64

questions, and upon their an¬
swer a good deal depends.
And, we suspect, the answers
will be more readily found
by the practical man of ex¬

perience than by most of the
rest of us.

We have had nothing to
say so far about anything that
may be done in Washington.
The omission has been delib¬
erate. It is far from clear

what is most likely to be done
there. Tax relief of one sort

or another seems to be in the

cards, but nothing likely to
be of very great influence
upon the early course of
events in the business world
seems to be in prospect. It
is, of course, possible that as
the situation develops, we
shall find more encourage¬
ment in what takes place than
now seems very likely. Cer¬
tainly, the Eisenhower Ad¬
ministration seems basically
less anti-business, and less

(315) 63
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eager to soak the rich and to

spend its way to any and all
goals thought desirable.
We must confess to less

faith in anti-depression meas¬

ures—certainly any that we
have heard suggested— than
some others seem to have. We
are inclined to believe that it
would be the part of wisdom
to assess the year ahead with¬
out much reference to what
the Administration does to

prevent a depression.

If pays to

Ship and Travel
Santa Fe all the way!

Si, si, si, chico! It's more convenient

and dependable to use only one

railroad, and only the vast

network of Santa Fe rail

lines link Chicago,

California, Texas,

Colorado and important

points in the busy southwest.

SANTA FE SYSTEM LINES
Serving the West and Southwest

i \
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Continued from page 62
make today's business with individuals seem small by
comparision with the future.
Most important, however, is the merchandising of se¬

curities which will be started by the Stock Exchange on
Jan 25, under the Funston Plan. Individuals have be¬
come accustomed to making monthly payments not only
on purchases of actual commodities such as automobiles,
electrical equipment, etc., but also on insurance, hospi¬
talization, old age security and many other items that
are as intangible as securities. Therefore, the interest
in the purchase of stocks by monthly payments by in¬
dividuals who have read about the Plan is already tre¬
mendous, although the publicity has hardly started. This
is particularly noticeable outside the Metropolitan area.
The savings of this country have reached proportions

which many years ago would have been beyond belief.
A great deal of these savings should be invested in se¬
curities, and will be, when securities have been properly
merchandised. I believe that the year of 1954 will mark
the first step towards Wall Street joining other forms
of big business in proper distribution. The automobile,
radio and refrigerator businesses would still be one-
twentieth their size if they had felt that their products
were for the rich man alone. Wall Street is finally be-
jginning to realize that its product too must be offered
to the average citizen.
Many men in Wall Street feel that the Funston Plan

is not the answer. They can't see how security firms
<an make money on investments of $40 a month. But
when these $40 payments add up to many millions of
■dollars, and when they bring out of safe deposit vaults
and savings banks large amounts of money that should
fee invested in stocks, but are not presently invested
only because the owner thereof has never been properly
approached, then the volume on the New York Stock
Exchange will increase and the listed and unlisted mar¬
kets may regain a good portion of the activity they en¬
joyed in the 1920's, but this time on a sound investment
basis. It is only1 hoped that the Exchange will follow
through on the promises evidenced by the excellent kit
they have already prepared on the Monthly Investment
Plan, which I think is one of the finest jobs of mer¬

chandising I have ever seen in Wall Street.

PAUL W. GOODRICH

President, Chicago Title and Trust Co., Chicago, 111.
Our company in 1953 enjoyed the largest year's busi¬

ness in its 106-year history. Due to our type and scope
of business activity, this is a fair indication that real
-estate and mortgage men, as well as builders, lumber

dealers, and thousands of allied sup¬

pliers, in this area have enjoyed an
equally good year. There were some
rapid changes in the field of real
estate finance but interest rates have
settled again and there are many
indications that mortgage money for
new buildings, as well as existing
ones, will be increasingly available.
Government's money policy now

points that way and there are plenty
of savings in insurance companies,
savings and loan associations, banks,
etc., ready for mortgage investment
at fair interest rates. New FHA leg¬
islation will be proposed providing
for 35 to 40-year mortgages on resi¬
dences under government guarantee

of repayment. Chances of adoption are good. Lenders

t to builders exercised admirable restraint during the
recent years of ample funds at low rates. Their require¬
ments for substantial initial cash payments by purchasers
of new homes prevented a runaway boom. One result
was that there is still a real backlog of demand for new
houses on reasonably easy terms. Apartment construc¬
tion has been neglected in Chicago due to rent controls
on the one hand and competition with "easy terms" on
new homes. Balance between these should be sought
and under proposed legislation, some adjustment will
likely be made.
The need for replacing slum buildings and the repair,

rehabilitation and redecoration of buildings to arrest
"blight in declining areas will be brought more and more
to our attention. This is an additional market for finance,
building material, labor and know-how. It may be an

important factor in making up any decline in demand
for construction of new buildings in new areas.
Industrial and commercial building remains active

and reconstruction and extension of our highways will
fee an important feature of 1954 and for years thereafter.
Our metropolitan area is a growing, dynamic giant

and migration to this greatest of manufacturing and
marketing centers assures the demand for more and more
construction of homes, factories and traffic ways.
Evidences of this appear in many places. Downtown

-streets, once adequate, have become increasingly con¬

gested; even restricting traffic to one direction in some

.areas, while a great improvement, leaves traffic a major
(problem. Office buildings, a prime index to business
conditions, are still fully rented with little sign of change.
Our metropolitan area population increased about 14%
in the decade to 1950 and has continued its growth since
Chen. In the same period there was a net increase of
over 266,000 units of family housing and nearly 36,000
new units were built in the first ten months of 4953. In
October (latest available) local new building cost $70,-
712,981 of which $42,505,990 was residential. The re¬

mainder, $28,206,991, added to our inventory of industrial
and commercial property.
The Chicago Plan Commission has concrete plans for

the present and immediate future—millions of dollars in

Paul W. Goodrich

public improvements including Congress Street, North¬
west, Edens and other expressways, city parking garages
and lots, bridges, civic auditorium, as well as airport and
park development, and many other major public projects
which assure employment and business for a long time,
All things considered, the outlook for Chicagoans in

1954 is encouraging.

RALPH K. GOTTSHALL

President, Atlas Powder Co.

With all the uncertainties that loomed at the start of
1953, we can now look back at a year which was, on

the whole, a good one for American
industry. Certainly it was a banner
period for Atlas Powder Company,
with our sales at an all-time high
and with important strides made in
our plans for expansion and diver¬
sification.
Now business looks ahead to 1954,

and again there are problems on the
horizon. But challenge and the ac¬

ceptance of calculated risks have
always been at the basis of Ameri¬
can progress, and I am satisfied that
with intelligent planning and effec¬
tive work, we can solve our prob¬
lems in the year ahead just as we
have in the past. On that basis, I
have confidence in the sustained

growth of Atlas Powder and of industry in general.

Ralph K. Gottshall

A. E. Grauer

A. E) GRAUER

President, British Columbia Electric Co. Ltd.
The outlook for 1954' in British Columbia appears

good. This partly reflects local conditions and partly
reflects general conditions.
Relative strength in the world economic situation is

indicated by a continuing flow of
new capital into British Columbia
from eastern Canada, the United
States, and, to a much lesser extent,
from Great Britain and the conti¬
nent of Europe. Such strength is
also shown by a stronger current
tone to the markets for lumber and
fish, although these markets together
with those for wheat and base metals
are sharply off from where they
would be were it not for the dollar

shortage in Great Britain and other
nondollar areas.

This situation points to the impor¬
tance, for sustained prosperity, of
concentrating on improving the flow
of international trade. The simple
statement of this objective underlines the key impor¬
tance to its achievement of the United States as the
greatest trading and creditor nation in the world. The
policies followed by the United States in 1954 will have
a direct effect upon economic activity in Canada as well,
of course, as upon the rest of the world.
Load growth in electricity in British Columbia shows

no signs of slackening off—in fact stands at 12% during
the last two months of 1953 as compared with 10% for
the same period in the earlier year. This means that a

high rate of activity in pulp and paper, new development
work and construction, housing, utilities and government
road and building programs continues to more than off¬
set weaknesses in base metals, fish and lumber. The
indications are that much this same situation will con¬
tinue throughout 1954.
A factor that will have great significance to British

Columbia and Alberta not only for 1954 but for subse¬
quent years is the decision of the Federal Power Com¬
mission of the United States respecting the source of
supply of natural gas for the Pacific Northwest area of
the United States. If this decision (which is expected in
March or April) is in favor of the supply coming from
the Peace River areas of B. C. and Alberta, it will be
a decided impetus to the economic activity of these prov¬
inces as well as to the Pacific Northwest in general. As
both B. C. and Alberta are heavy net importers of goods
from the United States any improvement in their eco¬
nomic activity will automatically increase imports from
the United States.

CRAWFORD H. GREENEWALT

President, E. I. du Pont de Nemours & Co.

Whatever the short-term prospects may be, business
should enter 1954 with full confidence in the long-range
outlook for record-breaking achievement.
Most segments of business, including the chemical in¬

dustry, reached new peaks of pro¬
duction in 1953. Employment, per¬
sonal income and savings of the
American people climbled to all-
time highs.
New and improved products, and

new and improved methods to make
older products at less cost, flowed
from industrial laboratories in a

steady stream. The removal of gov¬
ernment controls gave business
greater freedom for efficient opera¬
tion. The lapse of the Excess Profits
Tax offers an incentive for business

expansion in the new year.
As usual, the short-term outlook

for business is less apparent. Sales
of the du Pont Company, while still
substantial, fell off from previous levels in some lines

C. H. Greenewalt

during the final quarter of 1953. Since 92% of our pro¬
duction consists of chemical products sold to other in¬
dustries as raw materials, this was indicative of some
curtailment in business generally of sales, inventory, or
both. It would require a clearer crystal ball than any
now available to forecast how far into 1954 this curtail¬
ment will continue.
The uneasy truce ending the Korean War brought

warnings of a "peace scare" and suggestions that gov¬
ernment should step up its spending to save business.
Obviously it didn't occur to these gloomy soothsayers
that the cost of war and every other form of govern¬
ment spending is a heavy burden on business, for taxes
come out of wages, salaries and earnings. If this money
could be spent for consumer goods, or for investment in
new enterprise, business would grow in vigor.
Our public prophets should remember, moreover, that

the cry of "panic" can be as contagious as the cry of
"fire." This is because we no longer have an economy <
of bare subsistence. Instead we have an abundance in
which a substantial portion of our purchases can be
postponed without giving up the necessities of life.
Thus, when we become frightened over the business
outlook, we decide to get along without the new dress,
the new dishwasher, or the new automobile. The effect
upon business would be obvious if all of us should be
frightened into postponingf such, purchases at the same
time. ' ■'</ , . - •;

Fortunately, the American spirit is essentially optim¬
istic, and gloomy forecasts usually are soon forgotten.
It is also significant that/business is constantly seeking
to anticipate conditions so as to make the cautious and
gradual adjustments which smooth out the peaks and
valleys of short-term trends, while progressing steadily
toward ever-higher long-term levels. „■* / <

It should never be forgotten that business in the
United States has increased at an average rate of 3%
a year since 1925, despite a depression, a recession, a
world war, and numerous readjustments. The growth of
the chemical industry in this same period has been at
the astounding rate of 10% a year. In 1953, this in¬
dustry alone is estimated to have spent $1,600,000,000
for new plant expansion.
This country's new productive capacity has not been

built to stand idle. It must meet the needs of the esti¬
mated 2,700,000 annual increase in our population. It
must meet in addition the. insatiable demand of the
American people for still better things for still better
living.
At this season of the year, when we survey the past

and plan for the future, it is well to keep in mind that
the world is just entering the age of transition from an
economy of scarcity to one of abundance. We know that
the secret of abundance is increased productivity—the
use of tools and energy to produce more than human
effort can produce by itself. What we know as horse¬
power creates buying power. There should be no
chicken-or-the-egg question about which comes first,
for we can have only what we produce.
In our ceaseless search for greater productivity, the

technological know-how already acquired is at our dis¬
posal. It is expanding swiftly as our chemists, engineers
and other scientists knock at new doors leading to the
previously unknown, and these doors, in turn, point to
still others. As new products emerge from the labora¬
tories and pilot plants, new industries spring into
being, new jobs are created, and new levels of prosper¬
ity arise.
This is the only true long range business progress.

This, rather than any form of direct action by govern¬
ment, is the key to a sound and growing economy whose
benefits are shared by everyone.

GEORGE GUND

President, The Cleveland Trust Co., Cleveland, Ohio

Midnight of Dec. 31 closed the door on another very
good business year. For 1953 as a whole, business ac¬
tivity was the highest in our history except perhaps for
some months during World War II. New records were
made in the value of all goods and
services produced, total personal in¬
comes, construction expenditures,
employment, and steel production, to
mention only a few.
The peak of 1953 activity was

reached in the first few months, and
since then a mild but definite de¬
cline has been in progress. This
should not be surprising, for we have
had a long boom since 1945 and the
curve of business cannot be expected
to move invariably in an upward
direction. Periods of decline have
been experienced before — in fact,
since 1790, Jan. 1 has found business
on the downward slope at least 40
times—but industry has always re¬
covered and climbed to a new peak. And we should
remember that the recent descent has been from an ex¬

tremely high level. Industrial production in November,
for example, was about 6% below the 1953 high. But it
was within 3% of the figure for the same month of
1952, and exceeded all the previous postwar Novembers.
No doubt the new year will have its problems. At

present no stimulating factor is visible which could push
business activity up to new heights in the near future,
and some further downtrend lies ahead. In adjusting to
a moderately lower level, business concerns will be con¬
fronted with stiffer competition. To meet it successfully,
they will need to offer attractive goods at prices which
people will pay. Many companies with expanding in-

Continued on page 66
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Taxes, national Security and Economic Growth
President of Northwest Bancor-

poration, Minneapolis.
I

Taxes Up With Employment
The Committee reaffirmed its

long-held view that when em¬

ployment is high, taxes should be
high enough to at least balance
the cash-consolidated budget. This
budget measures the total cash
income and expenditures of the
Government. The Committee ten¬

tatively estimated, on the basis of
available official figures:

(1) The cash consolidated budget
will be approximately in balance
for this fiscal year which ends
June 30.

(2) That tax changes which oc¬
curred on Jan. 1 and others sched¬
uled April 1 will cause a revenue

loss for the next fiscal year of
approximately $5.5 billion, re¬

quiring an expenditure reduction
of the same amount to bring the
cash budget into balance in fiscal
1955.

"If expenditures for the na¬

tional security program are in a

declining phase which will con¬

tinue through 1954 and 1955 even

at a very gradual rate, a reduction
of total cash expenditures of $5 to
J$6 billion seems to us a feasible

goal," the Committee said.
"If this evaluation of the sit¬

uation is correct, we may be able
to cut taxes for fiscal 1955 by
about $2.5 billion (in addition to
the cuts that took effect on Jan. 1,
1954). This is about the magni¬
tude of the cuts that are scheduled
to take place on April 1, 1954,"
the Committee said.

The Committee recommended
that the reductions in corporate
profits taxes and excise, taxes
scheduled for April be permitted
to take place "if that is reasonably
consistent with maintaining a bal¬
anced cash budget at high em¬

ployment in fiscal 1955." Calling
these. reductions "valuable steps
in the direction of urgently needed
tax reform," the Committee ob¬
served that they "were promised
for this time by an Act of Con¬
gress in 1951. We believe that it
is good public policy to adhere to
such commitments unless there
are very strong reasons that make
it impossible to do so." •

For Deferring Reductions
"If maintaining a balanced cash

budget does not permit all. of the
scheduled tax reduction, without
•offsetting tax • increases, we rec¬
ommend that the scheduled re¬

ductions be deferred in whole or

in part as necessary," the Com¬
mittee added. "We do not think
it would be wise to enact new or

higher taxes at this time in order
to permit the scheduled reduc¬
tions to take place on April 1,
1954, since we believe that this off¬
setting revenue would be needed
only for a very short period.
"If we can make only part of

• the scheduled reductions, we be¬
lieve that, the excise tax- reduc¬
tions shotiftb* have priority; with
as much of the corporate rate re¬

duction as is possible within a

balanced budget."

"Looking a little farther into
the future the prospect for tax
reduction becomes brighter, if we
,"arevnot forced to increase our na-

ytfonal security program substan¬
tially," the Committee said. In
this connection it also stressed the
importance of economy in other
Government programs. "If we use

opportunities for tax reduction in
a way that will stimulate eco¬

nomic growth and if other condi¬
tions are favorable we can count
on a large increase in the national
Income in the next few years. And
this increase will permit us to
raise the present revenue with
much lower tax rates."

Estimates of future reductions
"must be highly conjectural," the
Committee . emphasized. "How¬

ever, on assumptions as to the
growth of the economy and ex-

1 penditure reduction that appear
reasonable to us, it would be pos¬
sible tiy 1958 to reduce tax rates
with a yield of about $10 billion,
in addition to the reductions al¬

ready scheduled."

Individual Rates Should Be Pared

Tax revisions to which the Com¬
mittee would give high priority
when revenue needs permit are
those which it considers most

likely to increase the rate of eco¬
nomic growth. Among these it
suggested that "reduction of in¬
dividual income tax rates should
have high priority in any future
tax reduction program. All in¬
come brackets should share in this
reduction." It urged that major
emphasis be placed on reducing
those rates now in excess of 40%,
to release funds needed to expand
national production and income.
It said that while on one hand
the present high rates in upper
income brackets retard invest¬
ment needed for economic prog¬

ress, tend to direct funds into safe
rather than risk-bearing ventures
and have other serious effects,
these rates "make relatively little
contribution to total tax revenue,
because the amount of income

subject to these rates is small in
comparison with the total national
income, although large in com¬

parison with the annual flow of

equity capital."
As to excise taxation, the Com¬

mittee said: "Except for liquor,
tobacco and gasoline, we can find
no justification for the present
system of selective excise taxa¬
tion. There is no consistent ra¬

tional principle for - selecting the
items that are taxed; the rates that
are levied or the point at which
the tax is collected." -

"How much reliance the Fed¬
eral Government should place on
sales or consumption taxation de¬
pends upon the total revenue

requirements," the Committee
added. "As*'a source of revenue

for the Federal Government, sales
taxation appears to us to be in¬
ferior to income taxation levied
at rates that do not seriously
threaten economic growth. This is
mainly because sales taxation does
not permit distinctions to be made
on the basis of the taxpayers' in¬
come and family status. There¬
fore if Federal revenue require¬
ments can be met without con-

sumption taxes (other than liquor,
tobacco and gasoline) and without
excessive income taxation, this
should be done."

"Whether the Federal budget in
the next four or five years will
permit urgently needed reform
and reduction of income taxes,
plus elimination of selective ex¬

cise taxes without imposition of
a general sales tax, is uncertain,"
the Committee said. Rather than
immediate abolition of selective
excise taxes and substitution of a

general sales tax to make up the
revenue, it recommended that the
reductions scheduled April 1 be
followed by other steps in the di¬
rection of elimination of excises
from year to year as revenue re¬

quirements and the need for other
tax reform permit.
"If at some time it became clear

that the goal of eliminating the
selective excises could not be
achieved within a four- or five-

year period by this gradual
method a general sales tax could
then be enacted," it said.
"If a general Federal sales tax

should become necessary, we be¬
lieve that it would be better to

levy the tax at retail than at the

manufacturing level," the Com¬
mittee said, "for several reasons."
These include the fact that "the
retail tax is more direct and

visible to the ultimate taxpayer,"
the ^'tendency for a manufac¬

turer's tax to be pyramided" and
that the latter would be "a seri¬
ous burden on many small busi¬
nesses" since it would be added to
the inventory cost that must be
financed by a retailer.

The Corporate Profits Tax

If revenue needs are such that
the corporation profits tax can't
be reduced from 52% to 47.%, as
provided in existing law, the Com¬
mittee urged that the rate be cut
to at least 50%, because of "the
distorting effects which taxes in
excess of 50% can have on cor¬

porate investment and expendi¬
tures." Recalling CED's previous
strong recommendations that this
tax be reduced, the Committe said
that "whether the corporation tax
is regarded as a levy on corporate
stockholders, or as one that is
shifted to consumers in the form

of higher prices, it clearly does
not meet the accepted standards
of sbundrtaxation." '

The Committee also urged that
the policies which the Govern¬
ment follows in regulating the
amount of depreciation which a

business can take in any given
year be liberalized. "Inadequate
depreciation allowances interfere
with the steady growth of the
economy by making it more diffi¬
cult and more risky for business
to replace obsolete assets with
modern ones," it said.
The Committee recommended

steps toward relief from "double
taxation" of dividends. "While we

believe that a large part of the
corporate tax is currently being
passed on to consumers, we be¬
lieve that a part of this tax is also
being borne by the owners of
corporate shares," it said. ' "Con¬

sequently, we think that a part
any reduction which it is possible^
to make in corporate taxes at tbW
time should take the form of re¬
lief for dividend recipients."

Turning to the capital gains tax**,
the Committee pointed out thafc
while "the present 25% rate
tax on capital gains does not ap¬
pear to be a serious barrier to
investment in risky enterprises/*
it does deter the initial investors?
from selling out when the venture?
is well established and reinvesting:
in other new developments. In*,
the interests of economic growth*
it urged development of somer
means of "unlocking" these funds?
without substantial revenue losa.

It also urged that attention bet
given to revising present taxa¬
tion on income from American

Continued on page 61

• Three years ago the earnings of Pennsylvania Coal & Coke Corporation were
derived entirely from coal mines in Central Pennsylvania. • , ,

With the advent of the present management in 1951, the corporation inaugurated
a thorough-going program of expansion, particularly in those fields which represent
the natural resources and the basic industries of the nation. ^

The corporation thus broadened its sources of income* This has made it largely
independent of the year-to-year fluctuations which normally affect corporations
limited to earnings from a single, source. The over-all result has been a steady
improvement in Pennsylvania Coal's earnings., The year 1953 showed the corpora-,
tion's greatest improvement. . , .

Summarized below are the various steps taken to diversify and improve the
company's operations:

1. Important strides in its bituminous coal operations toward
improving its competitive position. A major factor has been a

program of 100% mine mechanization that has sharply reduced
production costs.

■ •
• - 2. Purchase of 12,000 acres of oil land in Texas, jointly through

. its fully owned subsidiary, the Tex-Penn Oil & Gas Corporation, (

and the Moody-Texas Oil Corporation, controlled by William
Moody III. This acreage contains 92 producing oil and gas wells
with present annual gross earnings of approximately $1,500,000.
Ambitious plans are being made for these oil and gas properties,
as the company hopes to derive a large share of its future income
from natural resources. The corporation also owns 1,600 acres of
oil and gas properties in the Bradford area of Pennsylvania.
3. Acquisition of a 3 freighter shipping fleet assuring Pennsyl¬
vania Coal & Coke Corporation substantial income for many

years ahead. :

4. Acquisition of and merger with The Crescent Company, Inc.
and Properties, Inc., of Pawtucket, R. I., manufacturers of insu¬
lated cables and wire for the automotive, electrical and electronic
fields.

5. Acquisition of majority interest in the Industrial Brownhoist
Corporation of Bay City, Michigan. This company manufactures
specialized cranes and heavy industrial equipment. It owns many
basic patents on the large railroad cranes which it produces, and
is the undisputed leader in this field.
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Fred G. Gurley

Continued from page 64
ventories should be thinking in terms of reduction to
forestall a top-heavy position. . . ,

While the outlook is for a lower average level of busi¬
ness in 1954 as compared with 1953, that does not mean
that 1954 will be a bad year,.%here are good reasons for
not expecting a serious slump.in 1954. Over-speculation,
so rampant in the late 1920's, is not a factor of impor¬
tance today. Business concerns will' probably invest
almost as much in plant and equipment as they did in
1953. Government spending for defense is likely to re¬
main near the present figure. Total construction ex¬
penditures, as now projected, will drop only about 2%
below 1953. All in all, 1954 should compare favorably
with the years 1950-52.

F. G. GURLEY

President, The Atchison* Topeka & Santa Fe
Railway System

In keeping with the high level of business activity in
the country generally during 1953, gross revenues of the
Santa Fe Railway System will exceed those of 1952 by a
slight margin. As the result of substantial capital

expenditures in recent years for
modernization and improvements,
providing increased economy and
greater efficiency, and the adverse
effects on 1952 earnings of the severe

earthquake centering in the vicinity
of Techachapi, California, on July
21, 1952, net income of the year may
be up about 10% over 1952.
Gross capital expenditures of ap¬

proximately $85,000,000 in 1953 for
Diesel locomotives, new cars and
additions and improvements to other
facilities reached a new high for the
System. The new equipment costing
about $60,000,000 was acquired to
place this company in position not
only to meet normal commercial re¬

quirements, but also to meet the necessities of national
defense in the event of a serious emergency. Capital
expenditures for 1954 have not yet been completely
programmed, but it is expected that they will be some¬
what below the high level of 1953.
Toward the end of tfcie year carloadings were turning

downward and this trend suggests a moderately lower
volume of traffic for the year 1954 as a whole. In addi¬
tion to some uncertainty about the general economic
trend, the railroads are faced with demands by the labor
organizations for increased wages and fringe benefits
that would increase this company's costs by many mil¬
lions of dollars if granted in full.
Conditions in .the winter, wheat belt were quite un¬

favorable in the late summer due to the drought, but the
moisture received in Oct. and. Nov. has improved the
winter wheat prospects and with normal rain and snow¬
fall during the remainder of the growing season, condi¬
tions now lend encouragement to the belief that a good
crop may be harvested.

'

While we may be approaching a period when the level
of the economy may be somewhat lower than in 1953, a
severe decline does not appear to be in prospect and the
Santa Fe is progressing its plans with faith and confi¬
dence in the future.

CHARLES W. HALL

President, The Oneida National Bank & Trust Co.
of Utica, N. Y.

It would be very difficult to make an appraisal of the
outlook for 1954 without reflecting on the important
influences that the policies of the government have
in the shaping of the course of industrial production.
These many far-reaching and im-'
portant decisions that have been
made during the last year will take
time to reflect on their impact on
the economy. These decisions have
affected every phase of life and it
is important that we keep informed
that we may be able and ready to
adjust our plans :to a fast moving
economy.
Industrial production in the Utica

area during 1953 has been at a high
level. During the past year we have
experienced the lowest unemploy¬
ment of any time in the past several
years. This has resulted in good
business throughout the area and
we enter 1954 expecting some ad¬
justments, but still resulting in a good volume of busi¬
ness. Utica, located in the heart of the Emipre State,
is now a city of well diversified industries and it is
expected that industrial production for the first six
months will hold close to that of the last six months
of 1953, unless the general industrial production on a
national level shows a major change.

^ There have been a great many predictions made dur¬
ing these last few weeks by competent authorities as

to the outlook for 1954 and information available to
Ihem is in much more detail than available to many
others. But one of the most reliable barometers is the
volume of business booked for delivery in the early
months of 1954 and in this area it follows a close pat¬
tern to the experience of la'st year. This favorable out¬
look by these corporations will have a material impact
on employment and it is with careful appraisal that
we make the statement that we believe the outlook
for the first six months of 1954 will be favorable.

Charles W. Hall

Within this immediate area there will be substantial
expenditures during 1954 for capital - improvements.
These improvements will reflect the building of sub¬
stantial additions to our public schools and the central
schools located in this area. In the case of highways,
the New York State Thruway is only partly completed
and there is much work yet to be done throughout 1954.
Within this area there are now being planned substan¬
tial additions to three of our general hospitals and at
the same time substantial additions being made to the
state hospitals for the mentally ill. Home construc¬
tion moving at a very steady level through the past
years, is expected to continue at the same level for 1954.
Dairy farming is an important industry in this area

and contributes in a major way to the purchasing power
of a large number of people who make Utica their
shopping center. As these farmers look ahead into 1954.
there has been some indication of a small drop in their
income, estimated not to exceed 5% and it is not ex¬
pected that this lowering of income will make any
major impact on the standard of living of this group of
people.
Bank deposits, both savings deposits and commercial

deposits, reached an all-time high during the past year.
This reflects the general prosperity of the area. The
banking institutions have been with means to care for
the full needs of their customers and the general de¬
mands placed on them. The outstanding consumers' paper
is not at a dangerous level and the general credits of
the area are strong. Mortgage money, needed for capi¬
tal construction, is available to meet general needs, but
only so when it is on a fast liquidating basis. >y
The general tone of business in this area is favorable.

LEWIS G. HARKIMAN ^
President, Manufacturers & Traders Trust Co., ?

Buffalo, N. Y. I

I am finding a rather wide divergence of opinion
among our friends and customers as to the general busi¬
ness outlook for 1954. It will be interesting to see if
the "Chronicle" forum produces the same pattern. As

against this I think bankers are
pretty much in agreement that their
own business will be very satisfac¬
tory in the coming year.
In many respects 1953 was a tran¬

sition year. With the advent of the
new Administration came new con¬

cepts of Federal debt management
and money and money rate policy.
Following some early problems and
difficulties, attended by unusually
wide swings in money rates and
bond prices, the capable team run¬

ning the Treasury and the managers
of the Federal Reserve appear to be
in accord and have the situation well
in hand. Money rates are no longer
pegged but reflect supply-demand

conditions and requirements. Out of this has come a higher
earning power for money from both loans and invest¬
ments. While the loan rate may ease slightly, I think
it reasonable to assume that most banks have utilized the
last six mpnths materially to increase the coupon yield
from their securities. By extending maturities at least
modestly and by the acquisition of municipal bonds at
attractive yields the increased rate.of income on securi¬
ties should be established and assured for two or three

years at least. The importance of this is apparent when
you consider that a bank's investment portfolio nor¬
mally aggregates about 50% of its total earning assets.
Loan volume may decline somewhat but even the

more pessimistic soothsayers forecast no major recession
in business; and deposits will very likely rise as the
anticipated Federal deficit is financed. Bank earnings
were on the increase in 1953 and I expect this trend to
continue in 1954. The structure of the banking busi¬
ness has never been as strong as it is today and at no
time have banks been more aggressive in selling their
wares and seeking new and broader fields for service
and profit.

WALTER HARNISCHFEGER

President, Harnischfeger Corporation

One can easily review 1953, but with the many influ¬
ences likely to alter the economic outlook for 1954, the
following statement does not fully express certain
mental reservations I have:

Historically, the steel industry has
represented the baseline for many
allied industries, and, particularly,
the heavy equipment industry. Steel
companies produced the phenomenal
amount of 118,000,000 tons, much of
which went into heavy equipment
industry, which during 1953 was

operating at capacity. The greatest
stimulus was the United States Govr
ernment's defense program on which
in excess of $43 billion were spent
The defence program, directly and

indirectly, influenced plant expan¬
sions in heavy industry and in the
consumer goods manufacturing lines.
The overhead traveling crane busi¬
ness is an excellent barometer re¬

flecting expansion of facilities. Although this business
dropped off as much as 20% toward the end of 1953,
the return of competitive markets will be a compulsion
for many manufacturers to modernize completely their
plants in order to meet the changed economic situation.
It is reasonable to assume, therefore, that while more

Lewis G. Harriman

W. Harnischfeger

competitive, in spite of lower prices, heavy equipment
will still find a relatively good market.
The construction industry, I believe, reached an all-

time high during 1953, and indications are that in 1954 <
this record will be surpassed with respect to highway
construction. Principal contributors to maintaining; a
high level of employment will be the .repair of old and
establishemnt of new highways; a secondary and still
substantial influence will be the deferred erection of
state and municipal structures, schools, hospitals, and
churches. Such programs should afford a substantial
market in tl^e construction equipment, as well as in steel,
cement and allied industries.
Some leading authorities estimate steel production may

be off 15% to 20% in 1954 as a result of a lower demand.
Many manufacturers are reducing their inventories as
a result of shorter lead times for procurement of raw
materials. As a consequence, overtime will be gradually
and eventually totally eliminated. Earnings will be
reduced, and consumer buying will be affected to some
extent. ' ,

Some necessary and much unnecessary profligate
spending over the last 20 years has created such ?n
inflation that to restore a balanced budget requires
drastic reductions in many Federal programs to the
extent of reducing some to bare minimums and the
elimination of others entirely. It must be remembered

: that, while the fiscal '54 budgehwas reduced $14 billion,
; actual spending was at a higher rate than in fiscal '$3.

Some inflationary, support will-continue in the cop-
!siimer goods field by extension of credits and establish¬
ment of long-term buying. To the extent that it is
necessary to bolster the farm implement field and the
sale of new and used' cars, and within controllable
limits based on sound judgment, this inflationary force
will strengthen the economic outlook in 1954. .

We cannot overemphasize the effect of government
spending on business and individuals. A Federal budget
of approximately $70 billion and the necessity for rais¬
ing of the debt ceiling within the next six months will
postpone - the realization of a balanced budget. It' is
estimated by various sources that fiscal '55 will result
in a deficit of from $1V4 billion to as much as $8 billion.
The actual status of. the deficit will largely depend

upon the effect- on the economy of long-overdue tax
reduction, which will create many beneficial effects.
For example, Canada has had a balanced budget for
the last four years, with continuing tax reductions.
Last year's Canadian tax reductions reduced individual
taxes better than 10% and corporation taxes better than
11%. It was anticipated that Canada would end up with

"

a $9 million deficit. With about half of the year gone,
Canada, instead of a deficit, has in excess of S230 mil-
ilion surplus. It is apparent, therefore, that any anticipa¬
tion of a Federal deficit a year and' a half from now
is difficult. r .. ... -

In addition to reduction of unnecessary expenses,

many Federal programs that may be desirable must
be deferred simply for the very logical reason "that we
cannot afford it at this time."

Undoubtedly, the Congress will be concerned about
the Taft-Hartley Act. In spite of many union leaders'
statements that it was a slave-labor act and that it
was a "union-busting" law, this has not proved to be
a fact. Instead, the employee has actually been given
greater freedom, and to some extent, union racketeering
has been eliminated. If the Taft-Hartley Act is in need
of revision, such revisions should be made to strengthen
the Jaw, particularly to eliminate racketeering, to pro¬
tect union pension funds, to abolish secondary boycott
and to control jurisdictional disputes. I believe the
foregoing account for 60% of the difficulties between
employer and employees. j
Sound employer-employee relations in a free market

are essentially based on an employer's ability to pay
and the employee's turning out an honest day's work
for a good day's pay. The desirable employee, the
honest, sincere and capable workman must realize that
he has been carrying the load imposed upon him by
the lesser skilled, and, to a considerable degree, by those
who in a normal labor market would be considered
unemployables. 1
Export trade has shown some decline in business; in

the last year, which was inevitable, and we can antici¬
pate to a greater extent readjustment of trade channels.

;■ I am strongly of the opinion that the first responsibility
of Americans is to protect our own internal economy.
We recognize foreign trade must be a two-way street;
an exchange of value for value. With the high standard
of living in the United States, it is impossible to con¬
sider absolute free trade. A $2.00 average wage rate
of the United States cannot compete with one-half mr
one-fourth this rate in other areas of the world. We
must have a selective tariff, giving prime consideration

: to the difference in wage rates between this country
and abroad. There may be mass-production industries

; which can compete-in free markets in the world and
may need no tariff protection. Such industries should
be given the opportunity to compete, which means that
the selective discrimination against such products by
other countries must be eliminated. I refer tb boycotts
and tariffs existing in other countries who are the
loudest in their request for free trade. I believe such
countries should take the lead if they expect us in
turn to grant free trade. If reciprocal trade agreements
are to continue, the State Department must be re¬
strained and its influence in foreign trade must be
limited to sound Tariff Commission findings.
Generally speaking, international relations seem to

have improved. There seems to be a little bit more
thought and somewhat better judgment being exercised
in the administration of give-away programs—at least,

Continued on page 68
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Taxes, National Security and Economic Growth
capital invested abroad to provide
stronger incentives for such in¬
vestment.

Ending: Tax Exemption on Bonds
The Committee renewed previ¬

ous .recommendations for discon¬
tinuance of Federal income tax
exemptions granted on interest
derived from State and municipal
bonds. This exemption ,is "both
inequitable and economically •un¬
sound,". it said. "If it is in the na¬
tional interest for the Federal
Government to assume (as it is in
effect now doing) a portion of the
carrying charges on State and
local government debt, it would
be possible to do this in a way
which will not at the same time
afford wealthy persons a refuge
from high income tax rates."
Tbe Committee said that "the

lack: of a system for averaging
income is a serious defect in the
personal income tax. Under the
present method of annual account¬
ing for income tax, an individual
whose income varies from year to
year pays a larger income tax than
one whose income is stable, even
though over a period of, say, five
years their total incomes are the
same. This is particularly hard on
the proprietors of small businesses
whose profits vary widely from
year to year.

"In 1944 we suggested that this
defect could be removed by pro¬
viding for refunds to individuals
to the extent that taxes actually
paid during a five-year period
exceed the amount of taxes that
would have been due if the aggre¬
gate income had been spread
equally throughout the period. In
order to reduce the amount of

paperwork, refunds might be lim¬
ited to cases in which the amount
of over-payment was substantial,
say: at least 5 or 10% of the
amount that would have been due
if the income had been evenly
spread over the period. We be¬
lieve that» this system, or some
alternative means of achieving the
same end. would be a major step
toward improving the personal
income tax."

- There are a great many othei>
proposals for tax reform which
are important and deserve con¬

sideration. the Committee said.
"For example, all provisions of

existing tax law that give prefer¬
ence to income from particular
sources or to particular forms of
business organization should be

Municipal Bondwomen
To Hear Hardwick

C. Cheever Hardwick

The Municipal Bondwomen's
Club of New York will have C.
Cheever Hardwick of Smith,
Barney & Co., as its speaker for
the third meeting of the current
year's Educational Program on
Jan. 21, 1954. Mr. Hardwick's
topic will be "Highway Modern¬
ization and the Toll R o a d."
Guests are invited.

The meeting will be held at
Smith, Barney & Co., 14 Wall
Street, New York City, Confer¬
ence' Room, eleventh floor, at
5:30-p. m.

reviewed to make sure that they
are justified under present condi¬
tions. •

,t.„

"Increased effort should be de¬
voted to enforcing full payment
of taxes due under the existing
law, which will, among other ad¬
vantages, yield additional revenue
to make tax reform possible.

"However, the items we have
discussed are, in the opinion of
this Committee, the most impor¬
tant changes from the standpoint
of the most important objective
of tax reform— namely, the re¬
moval of impediments to eco¬

nomic growth and efficiency."
"Many of our great national

problems are tied together in the
•problem of tax reduction and re¬

form," the Committee said. "We
have high taxes because our na¬

tional security expenditures are

high, and the possibility of tax
reduction largely depends upon
the level of those expenditures.
"Anxious as we all are for tax

reduction, we recognize the pri¬
ority of national security. That
comes first, and we can and must
afford it. But even the United
States cannot afford waste in so

large an enterprise as provision
for our national security. And the
heavy burden of national security
expenditures^makes it doubly im¬
portant to achieve maximum econ¬

omy in other parts of the Federal
budget."'
In addition-to Messrs. Wilde and

Thomson, members of CED's Re¬
search and Policy Committee, are:
Meyer Kestnbaum, CED Chairman
and President of Hart Schaffner
.& Marx, Chicago; Elliott V. Bell,
Chairman of the Executive Com¬
mittee, McGraw-Hill Publishing
Company, New York; John D.
Biggers, Chairman of the Board,
Libbey-Owens-Ford Glass Com¬
pany, Toledo; James F. Brownlee,
partner, J. H. Whitney & Co., New
York; S. Bayard Colgate, Honor¬
ary Chairman of the Board, Col¬
gate-Palmolive Co., New York;
S. Sloan Colt, President, Bankers
Trust Company, New York; Gard¬
ner Cowles, President, Des Moines
"Register & Tribune" and Cowles
Magazines, Inc., New York; Jay E.
Crane, Vice-President, Standard
Oil Company (New Jersey), New
York; Harlow H. Curtice, Presi¬
dent, General Motors Corporation,
Detroit; William C. Foster, Presi¬
dent, Manufacturing Chemists' As¬
sociation, Inc., Washington, D. C.;
Clarence Francis, Chairman of the
Board, General Foods Corp., New
York; Philip L. Graham, Presi¬
dent & Publisher, "Thd Washing¬
ton Post," Washington, D. C.; Rob¬
ert Heller, President,[ Robert Hel¬
ler & Associates, Inc., Cleveland;
Amory Houghton, Chairman of
the Board, Corning Glass Works,
Corning, N. Y.; Ernest Kanzler,
Vice-Chairman of the Board, Uni¬
versal C. I. T. Credit Corporation,
Detroit; Sigurd S. Larmon, Presi¬
dent, Young & Rubicam, Inc., New
York; Fred Lazarus, Jr., President,
Federated Department Stores, Inc.,
Cincinnati; Leroy A. Lincoln,
Chairman of the Board, Metro¬
politan Life Insurance Co.*, New
York; Robert A. Lovett, partner,
Brown Brothers Harriman & Co.,
New York; AThomas B. McCabe,
President, Scott Paper Co., Ches¬
ter, Pa.; Jfowlef McCormick,
Scottsdale, Arizona; Don G. Mit¬
chell, Chairman of the Board,
Sylvania Electric Products, New
Ybrk; George L. Morrison, Chair¬
man of the Board and President,
General Baking Co., New York;
Howard C. Petersen, President,
Fidelity Philadelphia Trust Co.,
Philadelphia; JTPhilip D. Reed,
Chairman of the Board, Amsinck,
Electric Co., New York; Beardsley
Ruml, New Afork; Harry Scher-
man, Chairman of the Board,
Book-of-the-Month Club, Inc.,
New York; S. Abbot Smith, Presi¬
dent, Thomas Strahan Company,

Chelsea, Mass.; H. Christian Sonne,
Chairman of the Board, Amsinok,
Sonne & Co., New York; Wayne
C. Taylor, Washington, D. C.;
Alan H. Temple, Executive Vice-
President, The National City Bank
of New York, New York; Theo¬
dore O. Yntema, Vice-President-
Finance, Ford Motor Company,
Dearborn, Mich.; J. D. Zellerbach,
President, Crown Zellerbach
Corp., San Francisco.

Memoers of the subcommittee
which conducted the study, are:

Chairman, Mr. Thomson; Vicq-
Chairman, Mr. Wilde; Mr. Bell,
Mr. Colgate, Mr. Crane, Edmund

Fitzgerald, President, The North¬
western Mutual Life Insurance
Co., Milwaukee; Mr. Graham, Mr.
Heller, John Jay Hopkins, Presi¬
dent and Chairman, General Dy¬
namics Corp., New York; Mr. Mc¬
Cabe, Mr. Mitchell, Gwilym A.
Price, President, Westinghouse
Electric Corp., Pittsburgh; Mr.
Ruml, Mr. Scherman, Carrol M.
Shanks, President, The Pruden¬
tial Insurance Company of Amer¬
ica, Newark; William C. Stolk,
President, American Can Co., New
York; Anna Lord Strauss, New
York; Mr. Temple, Mr. Yntema.

With Highland Park
, Investment Co.

(Special to The Financial Chronicle)

ST. PAUL, Minn. — George W.
Tilden has become affiliated with
Highland Park Investment Com¬

pany, Pioneer Building.

C. H. Reiter Adds
(Special to The Financial Chronicle)

CINCINNATI, Ohio. — Michael
B. Kirila has been added to the
staff of C. H. Reiter & Co., Union
Trust Building, members of the
Cincinnati Stock Exchange.

Bottle caps for soft drinks
and beer.

ft
Dacro metal cops for milk
bottles.

Metal closures for glass
packed foods,
cosmetics, toilet¬
ries, drugs and
household products.

Tin cans for food,
beer, oil, paint,
chemicals and many
other products.

Mason caps, jars and
jar rings for home
canning. Also "Freeze-
toiner," the plastic
container for home
freezer and refrig¬
erator food storage.

"Spra-tainer," the handy dispensing
can for pressure packed products. ,

Crown Vacuum Lug Caps, the
easy-to-toke-off closure for high

speed vacuum sealing of food
products in glass.

Crown bottling machinery is
used throughout the world in the
bottling of soft drinks, beer
and milk.

Crown plays an important part in supplying
the homes of America with a wide variety of prod¬
ucts that make life more enjoyable and more con¬

venient. As the world's largest maker of metal clo¬
sures, Crown produces the caps that seal an im¬
pressive list of soft drinks, beer, food, cosmetics,
toiletries and many other household items. It makes
the Dacro metal caps used on milk bottles by dairies
from coast to coast. Its Machinery Division pro¬
duces equipment for filling and capping soft drinks,
beer, food products and milk. Its Can Division
makes cans for food, oil, paints, chemicals, etc.

Two recent Crown developments have had a

revolutionary effect on the packaging and mer¬

chandising of a wide variety of products. Crown's
SPRA-TAINER, the original light-weight pro¬

pulsion can for pressure packed products has
opened up entirely new fields of use for countless

types of products. And Crown's VACUUM LUG

CAPS make available to the food packer a cap that
gives efficient, high speed vacuum sealing and at
the same time is easy to remove.

Although Crown sells chiefly to other manu¬

facturers, its ultimate customers are the households

of the nation. Wherever the modern housewife

shops, Crown products serve her.

CROWN CORK 8t SEAL COMPANY, INC.
BALTIMORE 3, MARYLAND

i

Plants at: Baltimore, Philadelphia, St. Louis, Detroit, Chicago,
Orlando, Leeds, San Francisco, Los Angeles

rjtriWHProducts made by ' *

BEVERAGE BOTTLE CAPS • BEVERAGE BOTTLING MACHINERY . 'MILK
BOTTLE CAPS • MILK FILLERS • METAL CAPS AND CLOSURES • CAPPING
MACHINES • PACKERS' CANS • GENERAL LINE CANS • BEER CANS

"SPRA-TAINERS" . ';FREEZ-TAINERS" • MERITSEAL CAPS
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the "one-worlders" who want id exhaust our resources

seem to have been curbed.
"

I sincerely hope that the election of next Fall will
not cause tne Administration or some of our elected
officials to depart from intelligent statesmanship for
the purpose of temporary political expediency. Reduc¬
tion in Federal expenditures, essential reforms in Fed-
oral administration, a return to the states of some of
their responsibilities and sources of revenues are neces¬
sary. Tiie 1952 elections demonstrated the American
people were ready for the necessary return to sound
principles of ^government, and it is now up to the
Congress and 'the Administration to follow the wishes
of the majority of the electorate. Legislation is not
enough. The Administration and the Congress must
explain the necessity for readjustments and cut-backs
required to make America a solvent and great force
in the-world again. A balanced budget must be obtained,
even at the sacrifice of some leveling off of employ¬
ment. Generally, I* believe the American workman
realizes that the readjustment's inevitable, and, in ef¬
fect, is an investment, the returns of which would be
a> sound dollar and a preservation of the value of
savings, pensions and other personal property. - -•

In conclusion, I see the coming year marked by certain
selective readjustments in which some marginal indus¬
tries may show substantial declines. For the most part
well-run established industries and services will con¬

tinue relatively prosperous.11 New areas of development
will expand and help take up any slack. ' •

ERNEST HENDERSON

President, Sheraton Corporation of America

It would seem that the year 1954 will be a more crucial
test of managements' ability to maintain earnings than
any other year since war ended in 1945. The reason
for this opinion is based on the fact that the intervening

years have been gradually translat¬
ing the great increase of monetary
resources into actual inflation, a

process which has gradually facili¬
tated the creation of profits. When
prices are constantly rising, inven¬
tory profits contribute to earnings.
Fixed rentals over a period of years
often augment profits. Operating
costs do not always advance in pro¬

portion as prices rise.
•" With The possibility of a somewhat
sounder dollar under a Republican
Administration, it may well be that
managements will have to call upon
greater managerial resources and
more effective planning in order to
offset what may be a decrease in

the rate of the inflationary trend which we have wit¬
nessed since the end of World War II.
If the efforts to retard inflationary trends are success¬

ful, business managements will be faced with a severe

test. I feel convinced, however, that American business¬
men in general, and those in the hotel industry in par¬
ticular, wilj find means of meeting this new problem
and. that the year 1954 will be^ contrary to most expec¬
tations, as good a year as was its predecessor.

HARRY B. HIGGINS

, President, Pittsburgh Plate Glass Company
Record production and sales of plate and window

alass products, paints and chemicals were recorded by
Pittsburgh Plate Glass Company during the past year.
Total sales during 1953 are estimated to be about 10%
above the $402,000,000 reported dur¬
ing the previous year. Employment
tapered off slightly in the last quar¬
ter but had reached a high of 31,500
during the year. It averaged about
24)00 more employees than during
•any 12-month period in the com¬

pany's 70-year history.
General business conditions in

1954 should be good, with some mi¬
nor adjustments, and sales of Pitts¬
burgh Plate Glass Company will
probably be somewhere between the
1952 and the 1953 figures. Inasmuch
as a substantial portion of the com¬

pany's glass production is used by
the automotive, building and the
furniture industries, the annual sales
©f the Glass Division are substantially influenced by
the level of activity in those three industries. However,
as production estimates for 1954 in those industries are
optimistic, no serious reduction in glass production is
anticipated.
Markets for products of the Paint Division are not

expected to change materially, assuming that automo¬
tive, building and appliance industries operate at a rea¬
sonably high level. The use of paints for maintenance
©f homes, factories and public buildings is expected to
remain fairly constant.
Columbia-Southern Chemical Corporation, a wholly-owned subsidiary, produces chlorine, caustic soda, sodaash and i elated products which are used as basic chemi¬

cals in the glass, chemical, textile, paper and metal fin¬
ching industries. Columbia-Southern's sales are deter¬
mined almost entirely by the production levels of the.
industries it serves.

.■Capital.expenditures were $23,000,000 which brought!total cost of ;the,expansion and renovation program v

puring the postwar period to $190,000,000,- , , , / . ,,

Ernest Henderson

H. B. Higgins

Increased capacity during a year of record demand
permitted substantial increases in the unit volume of
both plate and window glass products. All principal
markets for glass—automotive, construction and furni¬
ture industries-^-utilized record amounts of glass in their
fabrication and construction activities.

Glass area in automobiles, commercial buildings and
homes continues to increase and the average automobile
this year has about 30% more glass area than its 1947
predecessor. The trend in home construction is to
larger picture windows and in northern climates, to the
double-glazed insulating windows, such as the Pitts¬
burgh Plate produced Twindow. ,

Greenish-tinted Solex, a heat-absorbing and glare-
reducing glass, also continues to find increasing customer
acceptance. Although Solex for automobiles is still sold
as optional equipment, more than 50% of the glass pro¬
duced by Pittsburgh Plate for the automotive industry
during 1953 was of the tinted heat-absorbing type. -

Duringvthe year, the company began manufacturing
the first all-glass double-glazed insulating window at a
new plant at Lincoln, 111. Edges of the unit, named
TwindoWeld, are-electrically fused to provide a glass-to-
glass seal having no metals, bonding materials or other
assembled parts. Described as an ideal insulating win¬
dow, the new product has the advantages of the as-?
sembled double-glazed units now on the market plus the*
permanency of true glass-to-glass sealed edges. ' *
The paint division commenced construction of a new

basic research laboratory at Springdale, Pa., and the
Forbes Finishes Division began construction of a lacquer
development laboratory at Cleveland, O., during the year.
;' Columbia-Southern Chemical Corporation added chlo¬
rine and caustic soda facilities at Corpus Christi, Texas,
and Natrium,W. Va., and also expanded perchlorethylene
capacity at its Barberton, Ohio, plant. . • -

JOHN A. HILL

President, Air Reduction Co., Inc.
It would seem to me that although the upward thrust

of rising defense expenditures and plant expansion pro¬
grams which raised so many sectors of the economy to
record levels in 1953 may be missing during 1954,. basic

conditions appear firm enough to
provide ample support for a year of
good business.
The shifting of the economy from

an industrial mobilization boom to
more normal operating ratios may
result in moderate declnes in many
fields but we do not foresee any
general decline in the chemical
industry.
Although the growth in the con¬

sumption of chemicals in recent

years has been substantial, we feel
that this industry is still in the rapid
growth stage of its industrial life
cycle. We believe that its regener¬
ative nature will enable it to fare

.. better than most other industries
during the next year. The new products and new proc¬
esses coming out of its fertile research laboratories and
its greatly expanded production facilities should make
for continuing improvement in the chemical industry's
share in our national economy. -

EUGENE HOLMAN

President, Standard Oil Co. (New Jersey)
Nineteen fifty-three was a good year for all segments

of the oil industry and I believe that the level of busi¬
ness will continue to be favorable in the year ahead.
Domestic demand for petroleum products in 1953 was
about 6% over the previous year.
In 1954 domestic consumption of oil
will be around 4% above the record
demand in the past year. -
There has been some leveling off

in business activities. And it is my
view that some industries will do
better than others during the coming
year. On the average, industrial
production will probably be about
5% less than the average for 1953.
Among other things, the outlook

for the new year is for even more

intense competition in the petroleum
industry. We now have entered a

period requiring redoubled efforts
by the oil companies to attract cus¬
tomers in the vast petroleum market
at home and abroad. The atmosphere of increased com¬
petition results from the rapidly rising demand for oil
products during the war and the following years, which
made it necessary for the industry to expand greatly.
The industry not only fulfilled this responsibility but
may have been carried farther by sheer momentum.
Supplies of products, particularly gasoline stocks, are
becoming increasingly plentiful. The industry's expan¬
sion to the point where it now has a cushion of more .

than one million barrels/ a day for defense or other
emergency needs is also a significant development.

4

The obvious result of such factors is stronger competi¬
tive pressures on the petroleum markets. The coming
year should, therefore, produce challenges which must
be met by expanded efforts in research, marketing, and
other phases of the oil business. Improved products, such
as better gasoline being offered by our domestic affi¬
liates, efforts to cut distributing costs through efficiency,
and some good old-fashioned selling are just a few fac¬
tors that should benefit the consumers, the industry
and the country as a whole. - , ^

Another, matter with which the ihdusCry Willibe eon-

John A. Hill

£.ugene Holman

cerned in the coming months is.the subject of imports.
Recently segments of the domestic industry have held
the opinion that imports are exceeding amounts neces¬
sary to supplement domestic supplies. We hope each
importing company will exercise industrial statesman¬
ship to the end that existing differences of opinion will
be composed within the industry during the coming year.
Certainly Jersey Standard hopes that the new year will
not produce new barriers to international trade. Long-
range thinking on the subject of international trade is
vitally important if our country is to deserve the sup¬
port of our friends and allies of the free world.

The 6utlook is for a continued favorable level for
prpfits and Jersey's operating affiliates have reported they
expect employment to be about the same as in 1953.

DAN W. HOGAN SR.

President, City National Bank & Trust Co.,
Oklahoma Cityv.Okla.

The outlook in the State of Oklahoma is favorable.
The drought in the Southwest, while damaging our 1953
wheat crop, left us 70,000,000 bushels of excellent quality
wheat; our cotton crop was, far above the preceding year>

with favorable weather for> harvest¬
ing. Fall rains came in time to make
excellent'wheat pasturage for the
vast herds of high bred cattle and
sheep, which populate Oklahoma.
This wheat pasturage for livestock
was worth to the farmers and ranch¬
men of the state millions of dollars
and is the best we have had for years.'

During the year many oil fields
have been opened to production and
much larger areas are under lease,
where farmers get an annual rental
of $1.00 per acre.

Bank deposits are holding to about
normal. The decline in cattle prices,

Dan w. Hoean. s,.. while discouraging to the owners
appears to be stabilizing at a point

where they can be produced at a profit, and yet in reach
of the consumers. ' / • •

Among our customers, I sense a feeling of encour¬
agement and increasing confidence in our national Ad¬
ministration.

JOHN HOLMES

President, Swift & Co.
A four-pound drop in per capita consumption of meat

in the United States appears in prospect for 1954. While
1954 consumption will be about 147 pounds as compared
with 151 pounds during 1953 and an average of 143
pounds during the last five years, ...

there will be an ample supply of
meat available by comparison with
past years. "
The production of beef seems

likely to remain high in 1954 and
consumption per person is estimated
to be two pounds less than this year.
Beef consumption next year will
therefore be the highest, except for
1953, in over 50, years.
The supply of pork will be smaller ^

than last year. Per capita consump- "
tion for the entire year is expected
to be the smallest since 193,8.
The production of veal will be as

large or larger in 1954 than in 1953
as a result of big cattle production
and sizable calf marketings. For lamb and mutton a
reduction in output is in prospect and per capita con¬
sumption will probably drop slightly. These forecasts
are based on reports of the Bureau of Agricultural Eco¬
nomics, U. S. Department of Agriculture.

Beef . .

The expansion of cattle productiop over the past four
years, one of the fastest upswings of all time, appears
to have reached its climax in 1953. The slaughter rate
is expected to continue high in 1954, about the same as
the 36 million head for 1953. However, it now appears
fewer of the cattle marketed will be of the heavy
weights. This is expected to result in a slight drop of
beef consumption per person but it should stay above
70 pounds. Beef consumption per person rose from 55
pounds in 1951 to a record 75 pounds in 1953. The
nation's cattle herd has been built to a high level and
production of beef seems likely to remain high for
several years to come. Also a population growing at
some 7,000 per day and a rising standard of living
should insure a continuing demand for beef.

Pork

About mid-1954 the supply of pork is expected to
reach the 1953 level for a corresponding period. By the I
time hog marketings expand seasonably next fall pork
should be more plentiful than at the same time in 1953.
Per capita consumption for the year will probably be
down, however. With demand reassuringly high through¬
out 1953 and expected to be maintained at relatively
high levels for 1954, hog producers will probably begin
a new expansion. The United States Department of
Agriculture's survey of farmers' intentions indicate that
the npmber of sows to be farrowed in the spring of 1954
will be 6% over the previous year. . ,

Poultry .

Commercial broiler output has set a new record each
year since 1947. Production for 1953 will probably well

- exceed 900 million-head when, final figures .are avail¬
able, or an'increase oL5 tb 7% over 1952. In 1954 the

John Holmes
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rate of increase will probably be about the same, per¬
haps indicating a slowing rate of increase percentage¬
wise. Various factors now indicate also a steadier
volume of broiler production than in the recent past.
A definite trend toward evening out the seasonal ups
and downs of egg production is indicated. This will help
to alleviate the usual late summer and fall shortage of
hatching eggs which used to cause severe limitations on

broiler production.
Prices

Any forecast is subject to a variety of conditions which
could impose radical changes in prospects, and any at¬
tempt to predict price trends in the meat business would
be like peering into a crystal ball. Today's large inven¬
tory of cattle is sensitive to' such highly unfavorable

possibilities as widespread and severe droughts. This
would result in a larger marketing and cattle numbers
on farms would be reduced with a corresponding decline
in prices. On the other hand wars and rumors of wars,
consumer spending sprees, inflation, or world shortages
of food hold a corresponding possibility of price rise.
The cattle and beef business will continue to have its

price risks; never safe from possible declines; always
faced with the chance of price rises. However, to all
appearances the market is now as nearly "in balance"
as one is likely to find in so volatile an industry. Bar¬
ring ever-present possibilities, there is good reason to

believe that cattle producers have seen the worse of

the adjustment. 1

J. G. HOLTZCLAW

President, Virginia Electric & Power Co.

The South looks forward to 1954 as a year of progress.
We see no fundamental reasons why the prosperity of
our country, and this region in particular, should not

Jack G. Holtzclaw

continue. True, the sellers' market which existed
since the beginning of World War II
is rapidly changing to a buyers' mar¬
ket, and this change offers a chal¬
lenge to private competitive enter¬
prise which can and will be met. The
true growth of our national economy
has been based on the production of
better goods and lower prices and
in competitive selling to make these
goods available to the greatest pos¬
sible number of our people. This
has been almost unattainable in any
plan based on economics of scarcity.
The growth of new, diversified

industry in the South, in fine new

plants, operated by workers with a

personal interest in making these
plants efficient, has placed this sec¬

tion in a particularly advantageous position in such
competitive markets. The South itself, with a great in¬
crease in population and a steadily rising per capita
income, is a huge market for the goods produced, here,
and many of the new industries which have located
here have been oriented to this demand for new products.
A fine indication of Southern progress is shown in the

expansion of research facilities, both public and private,devoted to finding new uses for the tremendous natural
resources of the area, both mineral and agricultural.
New uses for older materials, plus the discovery of new
resources have shown the basic value of research and
study in the universities, the consulting laboratories and
the research departments of our industrial plants.
One of the great values of the greatly increasing tour¬

ist trade in the South has/ been rthat, through visits on
pleasure, more and more people have seen for them¬
selves the potential for commercial and industrial growth
in this section. Results from such personal investigations
have been great, and future prospects are untold.
The electric utilities construction program of new

generation and transmission facilities reflects the con¬

fidence of the utilities in the continued industrial ex¬
pansion in the South. Generating stations, high-voltage
large-ca£>Se::y transmission lines and substations must
be planned well in aC!v^ce and are indicative of the
electric industry's confidence the anticipated growth
in the area. For example, recent estimates indicate that
in the 14 Southern states, at the end of 1356 there will
be three and one-half times the installed capacity to
serve the electric needs of the area than was available
at the end of World War II. To furnish this capacity, to
serve the growing South, over $4 billion will be invested
by the privately owned utilities.

JOHN JAY HOPKINS '

Chairman and President, General Dynamics Corporation.
A survey of the accomplishments of the past year andthe expectations of the coming year indicates, I believe,that General Dynamics Corporation, as with the countryin general, is working into a new period of stability

based on sensible long-range defense
planning. Stable defense business
serves our internal economy and it
-is our sound;internal economy that
provides the framework for our sex^
ternal security. This new period of
stability, marked by confidence, rap-
propriate growth, and an increasing
sense of purpose, will allow
adaptive and inventive talents Jfuil
Play. ...iVm/
On January 21—under the spon¬

sorship of our nation's First La,dyr
Mrs. Dwighf D. Eisenhower—Gen¬
eral Dynamics will launch 1 the
world's first atomic powered vessel*
This unique and historic ship, the
"Nautilus," has already become the

symbol of the atom's coming of age—bringing in a iiew
era of war, or of peace.

i Continued on page 70
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DETROIT, Mich.—The Detroit
Stock Exchange announces the
election, of the following officers
for 1954:

President — Lawrence H. Dil-
^worth, R. C. O'Donnell & Com¬

pany.

Vice-President—Ralph Rotsted,
F. J. Winckler Company. .

Treasurer — Warren A. Wood,
Baker, Simonds & Company.
Announcement was also made

of the reappointment of Fred J.
Oppat as Secretary and Examiner.

Governors elected to the board
for a three-year term are: Law¬
rence H. Dilworth, R. C. O'Don¬
nell & Company; Raymond W.
IMiottel, Paine, Webber, Jackson

Curtis; Warren A. Wood, Baker,
.'Simonds & Company.

Governors elected to the board
:for a two-year term: Roy W. Neil,
IReid, Higbie & Company.

Other Governors making up the
-vboard are Charles Errol Exley of
'"Charles A. Parcells & Company,
"Ceorge A. McDowell of Straus,
IBlosser & McDowell: whose terms
»expire in 1955, and Edward T.
: Bennett, Jr. of Manley, Bennett

& Company, Warren T. Olson of
Wm. C. Roney & Company, whose
terms expire in 1956. Edward C.
P. Davis and William A. Walker
of Dickinson, Wright, Davis, Mc-
Kean and Cudlip will continue as

Counsel and Edwin Bower of

White, Bower & Prevo will con¬

tinue as Auditor. : , t

Elected to the Nominating Com¬
mittee for 1954 are:

Howard F. Carr, Carr & Com¬
pany; Samuel Hague, Smith,
Hague, Noble & Company; Regi¬
nald MacArthur, Kenower, Mac-
Arthur & Company; George A.
Miller, Ferriss, Wagner & Miller,
and Raymond C. O'Donnell, R.
C. O'Donnell & Company.

Fred Marshall With
Stuart G. Whittelsey

LOS ANGELES, Calif.—Fred A.
Marshall, for years active in the
wholesale distribution of mutual
funds, has been appointed resident
manager in • Los Angeles for
Stuart G. Whittelsey, western
wholesale distributor* of The*
Value Line Fund, Inc. and The
Value Line Income Fund, Inc. Mr.
Marshall's territory will comprise
Southern California and Arfzbna:"*
He- has been active in the fi-,,
nancial field- sin c e graduating
from Stanford University:
The Whittelsey firm maintains

its Los Angeles office at 639 South
Spring Street.

Pyne, Kendall Admitting . .

Pyne, Kendall & Hollister, 52
Wall Street, New * York City,
members of the New York Stock

Exchange, on Feb. 1, will admit
William B. Meloney to limited
partnership in the firm.

New York Stock Exchange
Weekly Firm Changes

The New York Stock Exchange
has reported the following firm
changes: Edward G. Maqueston
will retire from limited partner¬
ship in Halladay & Co. Jan. 31.
Max Schwartz will withdraw
from partnership in Tobey & Kirk
Jan. 31.

Livingstone Crouse Adds
(Special to The Financial Chkonicle)

DETROIT, Mich. — J a m e s S.
Irwin has been added to the staff
of S. R. Livingstone, Crouse &
Co., Penobscot Building, members
of the Detroit Stock Exchange.
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>Continued from page 69
On Sept. 15, last, the Secretary of the Navy, Robert

B. Anderson, initialed the keel-plate -of the "Sea Wolf,
at our Electric Boat Division's shipyard in Groton, Conn.
The "Sea Wolf," America's second nuclear-powered sub¬
marine, will incorporate a type of reactor different from
that which will propel the "Nautilus."

~

Also at Electric Boat Division in 1953, we launched
for the Republic of Peru one conventionally powered
submarine; and are rapidly bringing a second to its final
stages, . Ih addition, we brought to completion a new
concept in submarine design with the launching and
delivery to the United States Navy of two target-trainer
class submarines. Smallest submarines built for the U. S.
Navy since 1907, only 131 feet long, these new type ships
"are designed for the economical training of submarine
crews and anti-submarine forces. These trainers indicate
•the Navy's appreciation of the important role submarines
play in the nation's defenses. > .

Many major maintenance and conversion projects were
also completed during the past year. Two World War II
fleet submarines were converted to "Killer" submarines;
three other World War II boats were modernized and
two submarines in the reserve fleet received five-year
overhauls. Recently, the Division commenced a special¬
ized manufacturing job in the nuclear energy field for
the Atomic Energy Commission's Hanford Plant in Rich¬
land, Wash.
During 1953, the corporation's Electro Dynamic Divi¬

sion, producing electric motors and generators, continued
its drive into the industrial electric motor market.
Backed by a strong advertising and sales promotion pro¬
gram, an expanding sales force confidently expects to
demonstrate that the Electro Dynamic motors which
have become a symbol of "extra dependability" in the
world of ships are deserving of equal acceptance by
industrial users.

In the manufacture of aircraft—another area of the
defense needs of the free world in which General Dy¬
namics plays an important role—the corporation has
strengthened its organization and further demonstrated
engineering ability and manufacturing capability. Re¬
cently, the Canadian Department of Defense and Depart¬
ment of Defense Production have approved a program

under which our Canadian subsidiary, Canadair Limited
of Montreal, will carry out further studies that may lead
to the adaptation of the Bristol 175 ."Britannia" for use

by the Royal Canadian Air Force in a maritime recon¬
naissance role. This can reasonably be expected to lead

to a production contract -

Canadair Limited, which has built over 800 F-86
"Sabre" jets for the air forces of the free world, is con¬

tinuing quantity production of this battle-proven fighter.
During the recent year the Canadian Government placed
an order for additional "Sabres'/ which, together with

present delivery schedules; should assure maintenance
of Canadair's production lines through 1954.
Since the acceptance by the RCAF of the first T-33

Silver StarJet trainer on Feb. 12, 1953, Canadair Limited
has produced more than 150 of the twin seaters. Cana¬
dair continues also to conduct guided missile research.
The first successful launching from nn F-86 "Sabre"
aircraft in flight was made in August, 1953;
The corporation's belief in the need for continuing

soundly based defense production has been vastly aug¬

mented in the airframe field by our purchase last May 15
of some 17% of the stock of Convair (Consolidated
Vultee Aircraft Corp.). General Dynamics is now the

largest single -share owner of Convair. As previously

reported, 1 was elected Chairman of the Board of Con¬

vair and General Dynamics nominees were elected to

the Convair Board of Directors.

Holding a world-wide reputation for advanced engi¬
neering and a leading-position among the world's air¬
frame manufacturers, Convair recently began flight test¬
ing for the United States Air Force the delta-wing,
supersonic, interceptor YF-102. The Navy's F2Y, the
world's first very high-speed water-based fighter, de-,
signed and built by Convair, made its first flight in
April, 1953. Equipped with hydro-skis, which give it an
extremely high degree of mobility, it thus affords the

Navy a weapons-potential of a very high order.
Acquisition of this interest in Convair has provided

General Dynamics with a unique opportunity to partici¬
pate in the free world's long-range defense picture. We '
believe that two of the principal products'" we produce,^
submarines and aircraft, are" the two basic weapons of
the future. We believe that these weapons are weapons
of peace, for our continuing supremacy in the air and
under the .sea,will be the greatest deterrent to aggres- ,

sion against ourselves and other nations which desire ?
to live in peace,with, the /world. 1. ; •; .. „ / ; m

In the coming year we can expect that General Dy¬
namics Corp. will continue to add to Jts inspiring history' -

Of notable achievements in many fields-^-and that the
nation and our share owners will continue to be proud
of our activities.

Ernest J. Howe

ERNEST J. HOWE

Vice-President and Comptroller,
Rochester Gas & Electric Corp.

The year 1953 has been a good one for Rochester Gas
and Electric Corporation, and in view of the stability and
prosperity of the territory served, it is confidently ex¬
pected that 1954 will also yield satisfactory results.
Among the good prospects for, 1954
is the hope and confidence that Con¬
gress will enact legislation in 1.954
which will be generally beneficial
to business enterprise including the
public utility business. One of the
,most constructive pieces of proposed
legislation in this category is the
private enterprise bill to permit the
redevelopment of Niagara Falls for
electric power purposes. This bill
was passed by the House of Repre¬
sentatives in 1953 and is expected to
be considered by the Senate early
in 1954. In view of the broad na¬

tional significance of this legislation
it may be desirable briefly to state
the proposal and comment upon the "
opposition to it which has appeared from the advocates
of government ownership and operation of hydroelectric
power projects.
•There is no controversy about the plan of construction

which is proposed. It is generally agreed that the phys¬
ical plan involved is the most efficient way of develop¬
ing hydroelectric power at Niagara and that the beauty
of the Falls will be fully protected. The issue is simply
whether the development is to be made by the Federal
Government, or by the Power Authority of the State
of New York, or by private enterprise.
The physical construction plan was worked out in its

principal aspects about 25 years ago by Niagara Fails
Power Company. These plans have been subsequently
studied and restudied but remain essentially as they
were originally proposed. Three steps are involved. The
first is the construction of tunnels five miles long from
Connors Island above the Falls to a new power station
to be located at Lewiston, N. Y., where the Niagara
River empties into Lake Ontario. The second step in¬
volves the construction of a pumping station at Lewiston,
N. Y., by means of which water may be pumped into
a storage reservoir above the plant. The purpose of
this reservoir is to permit the storage of water in periods
when electrical demand is not at its peak such as at
night so that the water may be drawn down in the day- •

time and at other times of need to supplement the
power otherwise available. The third step takes the
water used by the Schoellkopf plant of Niagara Mohawk
Power Corporation at the base of the Falls and carries it :
by tunnels to the proposed Lewiston plant at the mouth
of Lake Ontario. The total usable head from the pro¬

posed Connors Island intake above the Falls to the
Lewiston plant is about 314 feet. The total construction
cost of the entire project is estimated at approximately
$400 million. This cost compares with the 1953 con¬

struction program of private enterprise utilities in New
York State of $220 million. The new- plant will add
about 1,100,000 kilowatts of dependable capacity or ap¬
proximately 14% of the capacity of private utilities-in
the State of New York now in operation or under con¬

struction. The annua) output of electricity is Estimated
at 7,900,000,000 kilowatt-hours per year from the new

Niagara plant. It is expected that construction of the -

initial stage will take about 3 years after it is . com¬
menced. - ; :, ~
It should be pointed out that the Niagara redevelop¬

ment plan has nothing whatsoever to do with the St.
Lawrence Seaway and Power Development which is to
be located 250 miles away on the St. Lawrence River.
Distance, however, is not the only thing which separates
the St. Lawrence project from the redevelopment of
Niagara. St. Lawrence involves navigation, shoreline
flooding, river channels, and dams which must be jointly
constructed by United States and Canadian agencies.
Niagara involves none of these problems, nor of course
does it involve any of the problems which have been
used as the classical excuses for Government power

projects in the past; namely, reclamation, irrigation,
sanitation, and such matters. Niagara is the first pure
power project which government agencies are seeking
Congressional authority to develop in opposition to a

perfected proposal of private enterprise. , <• • ■ * ' *
The history of hydroelectric power at Niagara Falls

is important to an understanding of the situation. Many
people no longer remember that the first large scale
hydroelectric development in the world was placed
in service at Niagara Falls when the Adams Station of
Niagara Mohawk Power Corporation began operation
in 1895. The first unit of the great Schoellkopf Station
of the same company was added in 1903.
The international boundary between United States and

Canada is substantially the midpoint of the Niagara .

River, so that the use of the waters of the river has long
been the subject of international agreement. The first,
of such agreements with which we are concerned is the
International Boundary Water Treaty between United
States and Great Britain entered into Jan. 11, 1909.
This treaty allocated 20,000 cubic feet of water per
second to United States and .36,000 cubic feet per second
to Canada. These allocations have been subsequently
gradually increased so that a total of 32,500 was allotted
to the United States and 54,000 to Canada by the end
of 1944.

The Federal Power Commission procedure for licens¬
ing hydroelectric developments on navigable rivers com¬
menced in 1921,. 26 years after the first hydroelectric
power was produced at Niagara. On March second of
that year License number 1 was granted to a predecessor

of Niagara Mohawk Power Corporation for the operation
of stations at Niagara Falls.
The Power Authority Law of the State of New York

was enacted by the State in 1931 but as originally
adopted applied only to the St. Lawrence power and
seaway project. .

On Feb. 27, 1950, 55 years after the completion of the
Adams hydroelectric station, the United States and
Canada signed the Niagara River Treaty making possible
additional hydroelectric development on both sides of
the river at Niagara Falls. As a result there are- now
available for additional development (or as they say

"re-development") 100,000 cubic feet per second at night
and in the non-tourist season, and 50,000 cubic feef per
second in the tourist season in the daytime. In approv¬

ing this treaty in August 1950 the United States Senate
attached a proviso which stated that redevelopment of
Niagara Falls on the American side might be carried
out only when and as authorized by Act of Congress.
In May, 1950, Senator Herbert Lehman and Represen¬

tative Franklin D. Roosevelt, Jr., introduced bills in the
Senate and House of Representatives, respectively pro¬

viding for redevelopment of Niagara Falls by the Fed¬
eral Government.
Fearful that the Lehman-Roosevelt bills might be

enacted, in March 1951 the New York State legislature
amended the New York Power Authority act so as to
extend its provisions to Niagara. This move was re¬

garded by private enterprise as a defense against devel¬
opment by the Federal Government and hence met no
opposition. In this same month of March 1951 Repre¬
sentative Miller- from Niagara Falls introduced a; bill
in the 82nd Congress calling for redevelopment of hy¬
droelectric power at Niagara Falls by private enterprise.
In August 1951 the bills calling for redevelopment by
the New York State Power Authority were introduced
in the U. S. .Senate by Senator Ives and in the House of
Representatives by Representative Cole of Bath, New
York. The three-way battle was now joined but no
action was taken by the 82nd Congress. This of course
was the final session of Congress during the Truman
administration. .

All three bills were submitted to the 83rd Congress
in 1953 and were first considered by the Public Works
Committee of the House of Representatives. This Com¬
mittee reported out the private enterprise bill. On the
floor of the House the vote in favor of the private
enterprise bill was 262 to 120. It is now before the
Public Works Committee of the U. S. Senate. Hearings,
which commenced before Congress recessed, are ex¬

pected to be resumed in 1954. «

The issues which have been brought out in the three-
cornered debate which has been involved are interesting.
The advocates of both Federal and State development
base their arguments on claims of cheap power. The
Lehman-Roosevelt bill for Federal development would
have the project constructed and operated by the Federal
Government, while the New York State sponsored bill
would have it constructed and operated by the Ne#
York State Power Authority. Otherwise the only [dis¬
cernible distinction is that the Federal advocates would
distribute the tax; avoiding electric power to so-called
preference customers such as municipalities which also
avoid taxes.at the distribution level while the New York
State Power Authority backers say that they would sell
to the established private enterprise utilities without
according any preference- to tax avoiding distributors,
The New Yoirk State Power Authority statute (however
says that the Authority also may build, transmission lines
and sell to any one they please. ?
' The cheap power argument is of course a 20th century
opportunity to sell our birthright for a mess of wattage.
The power of an unregulated, uncurbed, self-governing
and self-perpetuating Federal or State bureau to supply
or withhold electricity, depending on its: whims, po¬
litical motives, or inherent inefficiencies, is an intoler¬
able threat to our freedom and to our productivity. The
price of electricity, like the price of water, is always
a faetor to be considered but it is vastly less important
than the presence of an adequate and reliable supply.
Everybodys knows that the power-shortage areas of the
Nation in recent years have been the public power areas.
The Government is not going to produce power more

efficiently or more cheaply ;than .experienced business-
managed companies who have been in the electrical busi¬
ness for years and years. The only way that the Gov¬
ernment (State or Federal) can offer cheaper powdr is
to make the rest of the citizens pay part of the power
bill through taxes. :
The alleged advantage to be obtained by shifting part

of the just cost of electricity from the user to the tax¬
payer through tax avoidance is an illusion. Look at the
financial plight of New York City, resulting from taking
over the subways and buslines. With the progressive
absorption of functions better provided by private en¬
terprise, the City's financial condition has become worse
and worse. So it may be with our national economy if
government-fostered tax avoidance becomes a policy
and a virtue. Such tax avoidance is simply a form of
tax discrimination. Each such discrimination spawns de¬
mands for other discriminations or handouts until we
shall become helpless in the tightening web of political
pressures. The average electric bill in the United States
is about 17 cents per day per family. The average tax
bill (including direct and indirect taxes) is over $5 per
day per family. Why strain at a gnat and swallow
a camel. • -

Governor Dewey has declared that the saving from tax
avoidance in operations and on interest would be $31
million per year at Niagara. Of this, approximately
$9,500,000 is Federal taxes; $9,000,000 City, Town, and
local taxes; and $4,500,000 State taxes. This adds up to
$23 million. Now the balance of $8 million which goes
to make up the $31 million represents 2% on the $406
million construction cost involved in the Niagara rede-
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velopment program. This $8 million represents the
Governor's estimate of the difference between financing
-with tax-free bonds and what financing would cost tax
.paying free enterprise for its financing.
, So far as the $23 million goes there is no saving. The
burden is simply shifted to the taxpayers. The remaining^$8 million is no saving either.; it is simply another means
of tax avoidance in interest cost instead of operating
expense. • ■

: With these large tax avoidance (available in about the
.same degree under either Federal or State operation)
;we should expect in areas which have been financed and
operated by the Government to be much lower than
•rates of private utilities. But Government waste and
•inefficiency is a heavy burden on cost.

The Federal Government has paid over $iy4 billion to
TVA to subsidize it. Yet power rates for industry in
the TVA area are not as low as they are-in the Niagara
frontier .where utilities are paying many millions mf
^dollars in taxes. In the Niagara frontier, commercial
;and industrial rates are 6.7 mills per kilowatt-hour; the
;average of the TVA is 7.4 mills per kilowatt-hour and
dn the City of Memphis 9.6 mills per kw.-hr. The aver¬

age farm rate in the United States is 3c per kw.-hr.
wnl the Niagara frontier, it is 2 cents.
• It has been claimed that, in the absence of subsidized
«electric rates in this area, the economy of the State may
^deteriorate. Electric rates in upstate New York are be¬

llow the national average, consumption above the na-

#tional average, and farm usage is substantially above
.that in the TVA area. Does this sound like deterioration?
-Compare the extensive industrial development of the
Niagara area under private enterprise with the TVA
.area with all its subsidies. There is no need for sub¬
sidies for power in the State of New York.

Hydroelectric generation in the United States is about
24% of total generation. About one-half of this, or 12%
of the total, is tax-subsidized. Should all other hydro-
power be subsidized? Should steam power be subsidized
too? If the reasoning were sound then subsidy would
be due the remaining 88% and at that point there would
be a completely government-owned industry.
Private operation will mean lower real costs. Private

operation means operation carried on under the scrutiny
Df the Federal Power Commission and the Public Service
Commission of the State of New York and managementby utility companies which now serve most of the State.
Hydropower began on a large scale in New York State
at Niagara Falls 58, years ago. It has always been op¬
erated predominately by private enterprise. Private en¬

terprise conceived the idea of the remedial works to pre¬
serve the beauty of the Falls. Private enterprise pro¬
posed. the. redevelopment program. Private enterprise
designed the proposed plants. Private enterprise owns
the'land and has the riparian rights for the development.
Private enterprise has a market for the power. Private
enterprise has the interconnected facilities through
"which to deliver it. Private enterprise is ready, willing,
and able to go ahead. Are we going to turn this vital
operation over to an inexperienced and unregulated
bureaucracy? ' ,

Let up hope that the new enlightenment evidenced in
the House of Representatives will have penetrated the
United States Senate to a degree sufficient for the en¬

actment of the private enterprise bill on Niagara. This
outcome-would be-a fitting end to a quarter ,century
during which governmental restriction has prevented
the useful application of these excess waters and per¬
mitted them instead to flow idly to the sea.

J: :

:

If - '1p if., &

AUGUST IHLEFELD

President, Savings Banks Trust Co., New Yprk City
t The mutual savings banks of the country look forward
with confidence to the prospect of another, year of
healthy deposit growth in 1954, despite the indications of
a moderate recession in business and employment. They
expect to find adequate investment -

outlets for new deposits in real estate
mortgage lending and in corporate
securities.
The desire for personal economic

security grows stronger in the'face
of economic uncertainties. Hence,
even if there should be some decline
in national income, savings should
be sustained at a high level because
many people will seek to put away
for the future a larger share of their
current incomes.
. Savings banks may be able to in¬
crease their share of the nation's
savings in 1954, as they did last year.
The very high degree of safety and
liquidity provided by mutual savings
banks make them a favored haven for savings in periods
of economic readjustment. The convenience and attrac¬
tiveness of savings in mutual savings banks is also being
enhanced by the opening of new branches, by the devel¬
opment of new services to depositors, and by the rising
average rate of return paid on deposits. ' ,

Among the investment outlets of mutual savings banks,first mortgages on real estate will continue to hold the
primary place this year, there is every reason to believe.
The mutual savings banks as a group favor mortgages
guaranteed by the Veterans Administration and insured
by the Federal Housing Administration, because of the
added protection they enjoy. Pending proposals to broad¬
en the use of insured mortgages and to end artificial

Continued on page 72

August Ihlefeld

Pierce Heads Fund

Drive Division
« Edward Allen Pierce, partner of
Merrill Lynch, Pierce, Fenner &
"Beane, has accepted the chair-
.'manship of the Exchange Division

of the-1954

Development
Fund Drive
of the New

York Arthritis
and Rheuma¬
tism Founda-

ation, it was

announced by
William

Holmes, gen¬
eral campaign
chairman.
-■'In New
York City,"
Mr. Pierce

, . said. "$500,000
; Edward A. Pierce [ s b e i n g
sought by the New York Arthritis
and Rheumatism Foundation. It is

needed to continue the Founda¬
tion's program of establishing and
supporting clinics, conducting re¬
search in causes and relief of
arthritis, rehabilitation of those
crippled by this disease, and pro¬
moting medical and public infor¬
mation.
"In New York, this five year old

agency," Mr. Pierce added, "has
established nine new clinics, and
contributes to the support of more
than half of the city's 44 arthritis
clinics. It has sponsored numerous
research projects, provided doc¬
tors with -the latest information
on advances in the rheumatic
disease field. At the same time it
has given advice and guidance to
thousands of the 500,000 New
Yorkers who suffer from rheu¬
matic disease.

"Continued support of the
Foundation is a must if it is to

carry on its program of "aiding
those now suffering from this
form of disease and of eventually
finding a cure."

Irving Stein Joins
Greene & Go. Staff

J§L

LOR IDAS
TUE ODlfE #IE HIICI

'V

Wheir ybti Vaca¬
tion in the Hodda
of matchless fun fa¬
cilities.. .enjoy yourself£
But remember; there*s , ^ ; ~ .

another Florida, too,, f 'agriculture'*>♦'her incfeas-
with an equally warm ling trade and commerce...
and inviting business her growing industry...all
"climate." So haye a look major parts of a sound
at Florida's amazing. and expanding economy

which spells opportunity
to business men of vision.

f LORIDA POWER * LIGHT COMPANY

Irving Stein

Greene and Company, 37 Wall
Street, New York City, announce
the. expansion of their trading
activities and the association with
them of Irving Stein. Mr. Stein
will specialize in low-priced oil,
mining and industrial securities,
as he has done heretofore for
many years.

Liphardt Chicago Mgr.
For Milwaukee Go.

CHICAGO, 111. — Joseph T.
Johnson, President of The Mil¬
waukee Company, investment
banking firm whose principal of¬
fice is in Milwaukee, with
branches in Chicago, St. Paul,
Madison and Wausau, announced
that Edward W. Liphardt has be¬
come associated with The Milwau¬
kee Company as Resident Man¬
ager in charge of the Chicago of¬
fice, 135 South LaSalle Street.
Mr. Liphardt is a graduate of
Holy Cross College, Worcester,
Mass., and served as a Lieutenant
in the U. S. Navy during World
War II. For seven years prior to
his new connection, he was asso¬
ciated with Lee Higginson Corpo¬
ration, Chicago.

With H. M. Payson Co.
(Special to The Financial Chronicle)

PORTLAND, Maine — Carl H.
Whittier has become connected
with H. M. Payson & Co., 92 Ex¬
change Street, members of the
Boston Stock Exchange.

Form Satnick, Barnett
Satnick, Barnett & Co., Inc. is

engaging in a securities business '

from offices at 50 Broad Street,
New York City. •

IN THE SOUTHEAST'S

COASTAL PLAIN

•y.-y,'
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Locate your next plant
on a COAST LINE site in the

Industrial Southeast.. •

You will want to know more about Coast Line
sites. There is ample power available at sites
served by Coast Line in Virginia, the Carolinas,
Georgia, Alabama, and Florida to meet the
needs of an expanding industrial territory.

the only DOUBLE TRACK ROUTE between the East and Florida

ATLANTIC

COAST LINE
RAILROAD

WRITE: R. P. Jobb, Ass't. Vice President

Atlantic Coast Line Railroad Co., Wilmington, N. C.
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Ceor;e C. Johnson

Continued from page 71
restrictions on interest fates will help maintain the sup¬
ply of sue]-, investments available to savings banks.

'

-Savings banks have been active buyers of high-grade
'Corporate bonds, and will continue to add to their hold¬
ings of these issues as attractive offerings become avail¬
able.
New York savings banks are making cautious use of

their authority to invest in equities. While stocks now
provide a higher rate of return than is available on
other classes of investment, it is recognized that they
involve added risk, especially in a period of prosperity
when corporate earnings tend to be higher than aver¬

age, and stock prices rise to reflect higher reported
profits. A number of the savings banks of the State are

taking steps to minimize the risk in common stock in¬
vestment through purchasing shares of Institutional In¬
vestors Mutual Fund, Inc., an open-end fund owned and
operated exclusively by mutual savings banks. - Risks
.are further minimized through spreading purchases of
common stocks over a period of years under the prin¬
ciple of dollar averaging. : v.

Investing new deposits in higher yielding mortgages
4nd corporate securities, while keeping virtually intact
their holdings of United States Government bonds, is
enabling mutual savings banks to pay an adequate return
to depositors and, at the same time, to conserve their
great strength and liquidity.' i , ~ •

• ;; , GEORGE C. JOHNSON
j President, The Dime Savings Bank of " '

,* ' \ Brooklyn, New York •

• i Personal savings are at an all-time high, and there
*v is every indication that they will continue so in 1954.

XSven though gross income may be somewhat reduced,
the proportion finding its way into savings accounts will

not, be affected. A higher rate of
return to despositors; may; encour¬
age an ever higher level of savings.
During the past year, deposits in

"The Dime"' -increased by $27,800,-
000 to a new record high of over
$619,500,000. As a result, the total
resources of Brooklyn's largest sav¬

ing bank reached an all-time peak of
over $703,400,000. * •

Accounts also set a new record of
over 300,000. • * " i

During 1953, "The Dime" paid
over $15,289,000 in interest dividends
to its depositors. The regular 2 V2 %
rate which has been maintained
since March, 1952, was augmented
in the last quarter of the year by

an extra dividend at the rate of xk of 1% per annum.
This extra dividend amounted to about $400,000 for

the three months, and was announced by "The Dime"
as soon as supervisory requirements could be met, fol¬
lowing the removal of the 2xk% ceiling which had pre¬
vailed under State Banking Board regulations since
early 1952.
If Congress writes into law recent recommendations

made by the President's Advisory Committee on Hous¬
ing, new home construction will continue during 1954
at a volume equal to or greater than in 1953. Lower
down payments and longer-term mortgages for homes
purchased with FHA-insured mortgages, as recom¬
mended by the 22-member advisory committee, has
long been needed. Prior to World War II, the FHA
required only a 10% down payment on a $6,000 home.

^ A comparable house now costs about $12,000. Therefore,
logically, the same down payment percentages should
apply today. If the FHA program was sound as orig¬
inally set up—which it certainly was—then an applica¬
tion of the same principles to prevailing cost levels and
monetary values should be equally sound.
The non-veteran home buyer has become the for-

igotten man. War veterans enjoy most advantageous
home financing terms, and it is high time that non-
veterans be afforded the opportunity to buy homes they
want and are able to carry, but for which they have
been unable to amass the high down payments presently
required.
The 30-year term for FHA and VA mortgages, as

recommended by the President's Advisory Committeeand submitted to Housing Administrator Albert Cole,is likewise endorsed by "The Dime" as a factor in main¬
taining home construction at a high level during 1954.The Dime Savings Bank of Brooklyn has always en¬
couraged home-buyers to pay down as much as they
can and to pay off the mortgage as fast as they can.
However, there are hundreds of thousands of families in
America to whom the difference in carrying charges on
a 20 or 25-year and a 30-year mortgage spell the dif¬
ference between being able to qualify under the FHA
and VA programs and not being able to qualify.
Strong demand for homes continues to exist, andthere is nothing in the foreseeable future that will re¬

duce this demand. The estimate of 1,000,000 new homes
a year appears to be entirely reasonable, but to attainthis goal, financing terms must be made easier. The

s ,Advisory Committee has taken a step in the
right direction. It remains for Congress to do the rest.
At the P?esent time» "The Dime" has outstanding ap¬proximately 12,500 advance commitments for new home

construction totaling $80,000,000 in the five New York
City boroughs and three other counties in which The
Dime of Brooklyn concentrates its business. The bulkof these commitments are in Nassau and Suffolk Coun¬ties on Long Island. Of the bank's $703,495,310 total

437,916,150, or 62.4% is invested in mort-

* compares with the national average of.*0.3% for savings banks. . Nearly ,40% of, the bank's

total mortgage portfolio consists of home loans to war
veterans. Of more than 21,000 GI loans made by The
Dime of Brooklyn in the past 10 years, it has been
necessary to foreclose only 91.
For a continuance of a high volume of home building

during 1954, much depends upon the availability of
mortgage money. An efficiently-functioning secondary
mortgage market is needed for lenders in certain sec¬
tions of the country, and more mortgage money would
be available if local lenders would recognize the fact
that they owe a responsibility to their home communi¬
ties and territory immediately adjacent.
A mortgage lender should support in every way pos¬

sible the orderly and continued growth of his com¬

munity, even if the yield is not quite so great as could
be obtained elsewhere or in other types of investment.
The support of an active home building industry in any
community, whether it be a small town or a large city,
is the soundest contribution to the economy that can be
made by any bank. " "
Large nationwide lenders provide a vital and neces¬

sary service to the building business and the home-
buying public, since they-give support to communities
which do not enjoy adequate mortgage lending facili¬
ties. However, any lender of a purely local nature
should meet the needs of his own community first be¬
fore going, far afield in search of more attractive in¬
vestments. If all would follow that policy, we would
see the mortgage situation considerably relieved. , , -

Greater use of the open-end mortgage in 1954 also
would provide funds for millions of dollars worth of
repair, improvement and enlargement of existing homes.
One of the recommendations of the President's'1 Ad¬

visory Committee on Houising is that the FHA permit ;
use of the open-end clause in its mortgage insurance
contracts. \ '' "v v •*

.

Basically an open-end mortgage is one under which
future borrowings are secured by the original mortgage
after its principal amount has been reduced by $500
or more. Payments on the additional borrowing are
spread over the period the mortgage has yet- to run. r
Lenders in many sections of the country have been
writing open-end clauses into their conventional mort¬
gage instruments for several years, but the FHA does
not permit this procedure, although the VA does under .

specific conditions. , . „ . . . . 1
In our own area, we know that hundreds of thousands

of dollars in needed and desirable improvement of exist¬
ing homes is being held up because home owners are
unable to carry short-term conventional Title I modern¬
ization loans with high monthly payments. I under¬
stand a similar situation exists in all other sections of
the country. This work could proceed, however, if the
open-end clause were applied, since payments on the
re-advance are considerably less than on a three-year
Title I modernization loan.

As a comparison, a Title I FHA modernization loan
of $1,000 at 5% for three years calls for a monthly pay¬
ment of $31.94. For the same amount under an open-
end advance on a mortgage that still has 15 years to
run, the monthly payment is only $7.91. \
In countless cases, this $24 per month difference pre¬

vents the borrower from obtaining a Title I moderniza¬
tion loan simply because his income is not large enough
to meet that additional outlay, whereas the approximate
$8 as repayment on his open-end advance, added to his
regular mortgage payment, would work no hardship.

GALE F. JOHNSTON
President, Mercantile Trust Co., St. Louis, Mo.

The level of industrial activity has been slowly de¬
clining since the middle of 1953 and it is expected to
continue to fall in the first half of 1954 as the result of
reduced governmental expenditures, expenditures for
new plant and equipment, and ex¬
penditures for some durable con¬

sumers' goods.
The monetary and fiscal policies

of the Federal Reserve System and
the Treasury Department exerted
considerable influence upon trends
in finance in 1953. In the first half
of 1953, the Federal Reserve System
adopted a relatively "tight" money

policy in order to restrain the ex¬

pansion of credit. When it became
apparent that business activity was
declining, the Federal Reserve Sys- '
tern relaxed its "tight" money policy
in order to provide funds to finance
the government deficit and to pro¬
vide credit to meet the needs of •

commerce and industry.
In the first half of 1953, commerical, industrial, and

agricultural loans of the weekly reporting member
banks declined less than seasonally, although instalment
credit was apparently expanding more rapidly. In the
last half of the year, however, commercial, industrial,
and agricultural loans failed to rise as rapidly as they
did in the last half of 1952. In 1952 they rose by about
$2.5 billion while in the last half of 1953 they rose only
$600 million. Commercial loans will probably decline
in the first half of the year, although some companies
may be forced to borrow to make tax payments in the
first and second quarters. The demand for funds will
probably be less than it was in the first half of 1953.
The Treasury adopted a number of new policies in the

last year which affected banking and finance. The
Treasury was confronted with a large volume of matur¬
ing short-term securities and efforts were made success¬

fully to refund a part of these maturing securities into
longer-term securities. It is clear that additional efforts
to refund the public debt into longer-term securities
will be .made in 1954, * . .. . , ^

P, W. Johnston

IBI

Gale F. Johnston

If business activity continues to decline slowly in the
first half of 1954, considerable attention will be directed
to the counter-deflationary measures to be proposed by
the Federal government. Many measures designed to
stimulate industrial activity, to solve the farm problem,
to lessen the degree of unemployment, and to increase
the level of foreign trade will unquestionably be dis¬
cussed by Congress in the forthcoming months. While
it is inadvisable for business men to anticipate that the
Federal government can exercise its power to offset
completely the downward trend in industrial activity,
it should be recognized that the government exercises
considerable power. Business men, therefore, should
study carefully the measures which are adopted in order
to anticipate their effects upon specific sectors of the
industrial economy.

P. W. JOHNSTON |
*

President, Erie Railroad Co. ' ~ <

The productive capacity of the American industrial
machine is greater today than at any time in the nation's
history. The railroads, too, have kept pace as a result
of spending more than $9 billion since the end of

World War II for modernizing and
improving their equipment and facil¬
ities. Railroad properties have been
strengthened and their physical con¬
dition is at an all-time high; They
.will continue to invest huge. sums
of money jfor capital improvements

; in the next few years; although at 4
: somewhat lower rate. Included will
be such things as diesel locomotives,
freight cars, yards, tefmihals, .-signals* ;'

and the many other items that add
up to more efficient and progressive \

railroading,-; ~ \
Like other industries who have-

built up their capacity to /produce,
- the railroads will have to do some

hard selling :to fully-utilize their , ,

facilities. Railroad freight car loadings are one of the
more important factors in evaluating the - economic
weather. While this barometer has been falling in recent-
months, I see no reason to "raise the storm warnings" or
"man the life boats." ; The biggest problem will be to
reset our sights. All business has been increasing at

. such a rapid rate in .the past several years that any
downward readjustment will be difficult to make. Yet
even the more pessimistic forecasts of business activity
predict levels higher than in 1949, which many con^
sidered a fairly good year. A moderate decline, how«f
ever, will present a new challenge to business manage*
ment to find ways and means to cope with the changing;
conditions.

In the railroad industry, there will be greater em¬

phasis on improving service and adjusting prices to
stimulate sales and meet competition. Continued efforts
will be made to produce additional operating economies
to preserve and increase net earnings. The extent to
which this will be possible depends a great deal on the-
outcome of present demands of railroad labor unions for
increased wage rates and other work benefits.
On the Erie, we are tentatively forecasting a lVi%

decline in freight ton miles for 1954 compared with 1953,.
This would still exceed the 1950 level in terms of gross;
revenues which, up to that time, was one of the best
years in the company's history. In the meantime, of
course, operating costs have gone up, principally ir&
wages, which now consume about 50% of our total

- revenue dollar. We are proposing to carry on an ade¬
quate maintenance program to keep the property in
good operating condition. With the full benefit of a
completely diesel powered railroad, we will continue to>
take advantage of every opportunity to control expenses
and effect savings in order to offset, as much as possible,,
the decline in freight volume.
It was inevitable that some day the steadily climbing,

business spiral would find a leveling-off spot. That day
now seems to be at hand. The present state of the-
nation's economy, however, is basically sound, which
makes me confident that this will be only a temporary
readjustment. With our growing population and the de¬
velopment of new products and markets to satisfy their
needs and wants, the business cycle is destined to resume
its upward climb and go higher in the years to come,

DWIGHT P. JOYCE .j;
President, The Glidden Co.

The current year should be one of further growth for
the Glidden Company and for the industries in which
our various manufacturing divisions operate.
The new calendar year finds the company operating

on a higher sales and financial plateau
than at this time in 1953. Dollar

sales so far this fiscal year (begin¬
ning November 1, 1953) are 5%
ahead of the same period of the pre¬

ceding year. Inventories are in ex¬
cellent balance in relation to sales,
and net worth of the company con¬
tinues to expand, reaching a new

peak of $74,324,321 as of October 31,
1953.
Based on our present knowledge

and surveys of markets, there is
every indication that painter and
home-owner purchases of paints and
varnishes in 1954 will at least equal
this year's all-time high record for

- both dollar and - unit volume^ con-

Dwight P. Joyce
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tinuisg the steady upwsard trend which got under way
immediately after AVorld War II.
GUdden expects, to,obtain its share of this further

^growth, just as we anticipate, receiving .pur,
"greater potential we see for foods;vegetable dBs; t?!herhl-;
cals, pigments, and metals—air»f which provide the
company with sizable proportions 'of its annual sales
dollar.
The continued upswing in consumer product sales is

predicated primarily on the simple, basic forecast of
future population growth. We look for a steady increase
in family units in the next five years, with its commen¬
surate effect on demand for all goods. This is very en¬
couraging to us at Glidden, with our diversification of
products dealing in the basic needs of both the consumer
and industry.
Meanwhile, the sections of the economy in which we

operate have been expanding at a good rate in the last
five years. Evidence of our capitalization on this ex¬

pansion is found in the unit sales of Glidden, which last
year rose 4% over 1952.
Glidden has already embarked on a new expansion

phase with additions to its paint manufacturing facilities
at the Cleveland plant and the construction of a new
paint plant in Montreal, Canada, and a new laboratory
building in Toronto. We have also doubled our grain
storage capacity at our vegetable oil crushing plant at
Indianapolis.
The company is also pursuing an intensive research

and development program in each of its 28 laboratories.
Special attention is being given to greater utilization of
soybean derivatives and to expanding edible oil research
for the Durkee Famous Foods Division.
This very important division of the company, aided

by several new items in the margarine, shortening, spice
and condiment fields, has been expanded recently by the
addition of new facilities at three of its seven plants.
Further expansion is anticipated for this division to take
care of expected new gains in margarine and vegetableoil sales.
The Glidden Company's confidence, of course, is well

rooted in its experience, which has proved the greatvalue of diversification. Glidden is composed of eight
major tyktfffttci1 divisions': ' 'P&ihC !anfl'!Varttifeh;VDtfrkeeFamous Foods, Chemicals-Pigments-Metals, Naval Stores,Minerals, Soya Products, Animal Feeds, arid VegetableOils.

. Even if there is a slackening in one or more of
these, experience has proven that gains in increases in
the others are more than an offset. ,

We have definite confidence in the soundness of the
economy for 1954.

CHARLES A. RANTER
Chairman of the Board,

Manufacturers National Bank of Detroit
In 1953, Michigan banks, based on preliminary figures,

passed the $7 billion mark in resources, and Detroit's
seven banks reached a figure of $3.87 billion. This
latter figure compares with $3.69 billion at the end of
1952. More significant was the in¬
crease in loans and discounts in
Detroit of $78.3 million, not includ¬
ing real estate loans which were

also higher by about $28.4 million.
Bank debits reached an all time high
in 1953 and the increase over 1952
was substantially higher than the
average increase registered by other
reporting cities in the United States,
thereby giving the area a firmer hold
on its Number 3 rating in the nation.
Several economic variables bear

on the banking outlook during 1954.
Last year was a transitional year and
it appears that 1954 will be a period
of normal readjustment between sup¬
ply and demand. Mid-1953 marked
a change in Federal Reserve credit policy from restric¬
tion to moderate ease, followed by a major reversal of
interest rates. Clearly, government monetary policies
can be depended on to favor business stability. Corpora¬

Charles A. Kanter

tions generally are in good financial condition and with,
the elimination of the excess profits tax, the decline in.
inventory borrowing and an iricreas&tf cash flow to bust- 1
ness by accelerated amortization and depreciation, loan
demand should lesseh* - Federal spending will be oft
slightly, probably to be offset by higher local govern¬
ment budgets. Industry surveys point to well-sustained
capital budgets. The chief uncertainty, therefore, lies
in whether consumers will utilize their very large liquid
resources to maintain their spendings.
The consensus is that industrial production in 1954

will be down between 5% and 10% and that national
income and gross national product will be unchanged
to about 4% lower. Also, the feeling is that the whole¬
sale commodity price index will not be up much moro

than 3% and that the consumer price index will tend to
level off. It is estimated that new plant and equipment
expenditures will be down less than 6% and that auto¬

mobile production, an important factor in this area, wilt
be down no more than 15%. 4

Based on the above, commercial banking might be
affected in the following ways:

Total loans may average about 5% below the 1953

level, or slightly less than the decline in production;
total investment would be increased by roughly the
amount of the loan shrinkage, plus such portion of the
Treasury cash deficit as may be financed through the
banks; total deposits might therefore be expected to
remain fairly stable, assuming that banks continue to
utilize rather fully the reserves made available by Fed¬
eral Reserve action; interest rates, both on loans and

investments, should be much more stable than in 1953 If
at levels moderately below those currently prevailing.

Continued on page 74

NASD District No. 11
Elects Officers

WASHINGTON. D. C. — The
members of District No. 11 of the
National Association of Securities
Dealers, Inc. recently elected:
Arthur

, L.
Baney, E. R.
Jones & Com-

pany, Balti¬
more. M d .

and William
W. Mackall,
Mackall &

Coe, Washing¬
ton, D. C. to
the District
C o mmittee,
representing
the securities

industry in
this area for
a term of

three years to
fill the vacancies created by the
expiration of the tefms of Charles
P. Lukens, Jr., Robinson & Lu¬
kens, Washington, D. C., and
George G. Shriver, George G.
Shriver & Co., Inc., Baltimore,
Md.

At a meeting of the Committee
the following officers were

elected: Chairman — Glenn E.

Anderson, Carolina1 Securities
Corp., Raleigh, N. C., Viee-Chair-
man—Harvey B. Gram, Jr., John¬
ston, Lemon & Co., Washington,
D. C.

VI
G. E. Anderson

Mr. Anderson takes office as

Chairman succeeding Charles P.
Lukens, Jr. Mr. L. Victor See-

sted, 1625 K Street, N. W. Wash¬
ington, D. C., was elected Secre¬
tary of the Committee.
District No. 11 comprises the

District of Columbia, and the
States of Maryland, Virginia, West
Virginia and North Carolina.
The members of this District

are represented on the Board of
Governors of this Association by
Harold C. Patterson, Auchincloss,
Parker & Redpath, Washington,
D. C.

Analysts to Hear on
Competitive Forces

CHICAGO, 111.—Dr. Richard B.

Heflebower, head of the Depart¬
ment of Economics of Northwest¬
ern University, will address a

joint dinner meeting of the In¬
vestment Analysts Society of
Chicago and the American Statis¬
tical Association, on Jan. 26. Dn
Heflebower's subject will be "How
to Study Competitive Forces in
an Industry."
The dinner will begin at 5:45, at

the Illinois Bell Telephone Com¬
pany, 20th floor, with the meeting
following from 7 to 8:30. Tariff
is $1.50 per person.
The Chicago analysts also an¬

nounce that at their regular
luncheon meeting scheduled for
Feb. 11, the company featured
will be Carrier Corporation.

Semple, Jacobs to
Be NYSE Members

ST. LOUIS, Mo. — Arthur W.
Ackerman, Leonard Serakoff, and
William Stix Friedman, members
of the New York Stock Exchange,
will become Vice-Presidents of

Semple, Jacobs & Co., Inc., 711
Charles Street, and the firm will 4
become members of N. Y. Stock

Exchange as of Feb. 1. Semple,
Jacobs & Co., Inc. are members of
the Midwest Stock Exchange.
Other officers are John A. Isaacs,
Jr., President, and Melburne M.
Taylor, Secretary. Mr. Ackerman,
Mr. Serakoff and Mr. Friedman
are all partners in Friedman,
Brokaw & Co. which will be dis¬
solved as of Feb. 1.

Elliott & Go. to Be

Formed in New York
As of * Feb. 1, Elliott & Co.,

members of the New York Stock

Exchange, will be formed with
offices at 25 Broad Street, New
York City. Partners will be Ed¬
ward L. Elliott, who will acquire
a membership in the Exchange,
Richard C. Pistell, Edward A.
Walsh, general partners; Gustave
Ring, William. Stix Wasserman,
and John H. Van Kirk, limited
partners. Mr. Elliott and Mr.

Walsh are partners in Van Al-

styne, Noel & Co.

WE MEASURE

THE FUTURE BY

ft

Specialists

in

Successful

Stockholder

Relations
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There is tremendous business-building power in a well directed E
program of Stockholder Relations—especially if it is prop- Z
erly geared to attract reader attention—and capable of earning E
for a corporation a "name status" in the Securities Community. Z

Our methods of handling corporate relations with stockholders E
and with members of the financial community are well recog- Z
nized—ag is the simplicity with which we present each client's E
story to the investment opinion-makers across the country. Z

If you would like to see how your company can he beneficially E
helped by our organization, write or call for appointment. Z

nklinde wi

stockholder relations |
Tel.: WOrth 4-4856-4-4897 • 100 Broadway, New York 5, N. Y. S
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This Company's confidence in the future is founded on these main ;
reasons, which we believe are sound and good.

1. The areas we serve in upstate New York have a> long ;

record of being among the most stable in the nation.
'

. '
u

2. While we serve about 35% of the state's area, the large:!

city has less than 100,000 people—there are no congested areas, j

3. A high percentage of our $68,000,000 annual revenue—

*65%—comes from the most stable sources: residential, farm
and commercial customers.

1 - c

4. Industries in the area are diversified and well distributed.

5. Wholesome living and working environment, good labor •

traditions, the world's greatest market center only 1 hours .

away—all invite industrial growth.

We are building for the future with a construction program amount-

ing to about $28,000,000 in 1954. The total for the three years

ending in 1955 will he about $82,000,000 and for the ten year .

postwar period more than $200,000,000. ;

New York State (Jg Electric & Gas
More than a Century of Growth
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Donald S. Kennedy

Continued from page 73

DONALD S. KENNEDY

President, Oklahoma Gas & Electric Co.
Oklahoma Gas & Electric Co. furnishes electric service

to a population of approximately one million people in
Oklahoma and Western Arkansas. The growth trend of
this area has generally followed the strong pattern of
the Southwest. Our forecasts indi¬
cate a continuation of the trend.
Since the end of World War II, the
company's kwh sales have increased
91% compared with 78% for the
electric utility industry as a whole.
The number of customers served by
the company has increased 52%,
compared with an increase of 38%
for the industry.
Company sales for 1954 are esti¬

mated to be about 8% above 1953,
which will be only slightly below
the increase for the past year. All
classes of retail service are expected
to show satisfactory growth. The
use of air conditioning will expand
in both commercial and residential
fields. Also the advantages of electric cooking and the
use of other modern electric appliances, along with tele¬
vision, will greatly expand residential sales. The bright¬
ness of this picture is clouded only by large increases
in gas boiler fuel prices which will have an adverse
effect on operating results. These recent increases in
fuel prices may force increases in electric rates.
The company expects to spend approximately $20

million on new plant, lines and equipment during 1954,
which is the largest construction program in the com¬
pany's history. This compares with expenditures of $12
million in 1953. The 1954 program includes a 110,000
kw addition to the Mustang Generating Station at Okla¬
homa City, which will double the capacity of this mod¬
ern station first placed in operation in the summer of
1950. We estimate load increases of 50% during the next
five years. This compares with an actual increase of
70% during the past five years. Other construction will
include higher voltage transmission lines and larger
substation capacities to meet the increasing demands on
the system. There has been a slight slowing down of
this growth trend, but we do not believe it indicates an
important reversal.

J. P. KILEY

President, Chicago, Milwaukee, St. Paul & Pacific
Railroad Company

While we expect a relatively high volume of freight
traffic, we believe it will be somewhat less than for 1953.
Notwithstanding the downward trend in production

during the last quarter of 1953, we look for some re¬

covery during the first six months
of the present year.
The railroad industry is presentlyfaced with the demands of labor Mr

increased wage rates, longer vacation
periods, and other fringe benefits,
and at this time it is difficult to es¬

timate what the final outcome will be.
With reasonably good weather

conditions, the agricultural outlook
^ for 1954 in the territory we serve is
favorable. Should the Government
allot marketing quotas on wheat and
corn, the production of these two
crops will probably be less in 1954
than in 1953, and to replace dhe
reduced wheat and corn acreage, it
is likely, weather permitting, thatmore oats, barley and soy beans will be grown. We wentinto the winter-with somewhat less sub-soil moisturethan desired, but late fall rains and early snowfall hashelped the situation to some extent in the Dakotas andMiddle West. A large part of the 1953 wheat crop is stillunder Government loan. Livestock is in good conditionand feed supplies are considered fairly ample in our

range territory.
Our road property and equipment are in very goodshape and we are in a position to handle promptly andefficiently a substantial Volume of additional traffic.

MAXWELL C. KING /
President, Pacific Finance Corp.

The year 1954 should be a satisfactory one in the salesfinance field. This industry, like many others, has beengoing through a period of adjustment. This will con¬tinue into 1954, but it is expected to be a more gradualand orderly process than in 1953
which will help the industry meet
the competitive conditions expected
in the automotive sales field.

1953 automobile production was
the second largest in the history of
the industry. This output, however,
was not as easily absorbed by the
public as in previous years. The
increased sales effort put forth by
dealers to sell the product developed
many problems in the sales finance
industry.
In 1954 it is expected that auto¬

mobile output will drop from the
6,15p,000 units manufactured in 1953
to around 5,250,000 passenger cars.
While it might be expected that this Maxwell c. King
drop in production would ease competition, it is not like-

John W. Lamble

John P. Kiley

ly that this will be so because the reduced output will
be geared to new car demand. Being aware of this,
sound dealers are keeping receivables and inventories of
both new'and used cars at a normal figure and are build¬
ing sales organizations to meet stiffer competition in the
retail field. Sales finance companies must screen credit

. applications of buyers and dealers more carefully, and
retail automobile paper and credit facilities granted
dealers should be of higher quality. The reduction in
the volume of wholesale and retail financing should not,
therefore, adversely affect the able dealer and the effi¬
ciently-run sales finance company.
In the field of consumer loans, in which Pacific Fi¬

nance is also actively engaged, it is expected that the
competition for customers will increase. The continuing
economic adjustment reduces the capacity of the bor¬
rowing public to accept obligations which results in a

reduced size loan. In order to maintain outstandings,
consumer finance companies will, therefore, be required
to interview more applicants in order to maintain the
same volume experienced in 1953. With improved serv¬
ice and greater public acceptance the consumer finance
industry should be able to continue its growth, but at a
slightly lower level than that experienced in the recent
past.
In short, the consumer loan and sales finance industry

should not be adversely affected by the anticipated re¬
duction in the gross national product. As a matter of
fact, both industries may well benefit from the more

conservative practices which will be evident during the
year. <,

JOHN W. LAMBLE

President, North Star Reinsurance Corp.
In venturing .an opinion on the outlook for fire re¬

insurance companies for the year 1954, one must dif¬
ferentiate between the so-called "professional reinsurer"
which writes no direct business and the direct writing
company which performs a reinsur¬
ance function in either a major or
minor way but whose primary busi¬
ness is that of the direct writer.
The professional fire insurance

industry has enjoyed excellent re¬

sults for the years 1947 to 1953, in¬
clusive, although there is a notable
decrease in the profit margin for the
year 1953 over 1952.
There are several basic reasons for

this decrease, the most important of
I which is the series of tornadoes,'
windstorms and hailstorms which
have occurred all over the country
during the year. In addition, the
dollar amount of fire losses has
continued to mount. According to
the latest release from the National Board of Fire Un¬
derwriters, fire losses for the first 11 months of 1953
now total the staggering amount of $819,960,000, which
is an increase of 15.3% over the corresponding period
of 1952. Finally, because of the past favorable exped¬

ience, there" has been almost a continuous movement on
the part of State regulatory authorities to decrease fire
rates and the effect of these reductions is beginning to
be felt.
I believe that the year 1954 will show smaller profits

for the fire reinsurance industry and that -more than
usual care and judgment in the underwriting of accounts
will be required. Based on the past records of the fire
insurance industry, it has proven to be a cyclical busi¬
ness and we believe there is adequate evidence that we
are nearing the end of a profitable cycle and must an¬
ticipate some leaner yearg.
This should not be interpreted as indicating undue

pessimism but rather in the nature of words of caution
and warning.

HON. WILLIAM LANGER
U. S. Senator from North Dakota

As a United States Senator from a great farming state,
I am naturally interested and concerned with the farm
program and the outlook for the farmers in the year
1954. Th$ role of the fanner in the State of North
Dakota and the nation at large is of
the greatest import to the general
welfare of the American people.
As this piece is written, there is in

the offing the new farm program of
the Administration. This program is
to be announced on Jan. 11 and I
hope that it will seek to solve satis¬
factorily the problems that I foresee.
Due to an economy over recent

years that was kept at a high level
because of war, the farmer enjoyed
a ready market for his goods and a

resultant high income. Though pro¬
duction has continued high and
prices have remained fairly good,
the existing surplus of farm goods
has grown to such an extent as to
raise the question of what will happen to the future
crops and their markets. This is especially true of wheat.
Total farm commodities owned by the government at

this time amount to $2,618,575,000 and of this amount,
almost half is represented by wheat. In addition to this,
it is expected that the government through the Com¬
modity Credit Corporation will have an overall invest-

, ment of approximately $5 billion in farm products by
the end of the fiscal year, June 30, 1954. Generally, this
means that the American people have invested the
record high amount of well over $100 worth of farm
products for every American family. These facts and

Sen. Wm. Langer

the outlook based on them indicate that there will be a

tremendous surplus of farm goods on hand.
While this surplus has been accumulating, the farm

net income has been dropping for the past two years.
The farm price index shows that the average prices re¬
ceived by the farmer went down 33 points between
January 1952 and January 1953. Since January of 1952
and January of 1953, farm prices have declined 17 index
points. Along this line, it is to be remembered that in
comparison the income of industrial workers has been
rising without a single setback since 1949. Thus, wo
have two elements now appearing that have a significant
effect on the farmers' future. The first is the huge
surplus of farm commodities on hand to be disposed of
and, second, the decline of the net income of farmers
as compared to the increases of income in other seg¬
ments of the economy.
A third factor to be considered is the drop in exports

of our farm goods. In the 1949-50 marketing year, the
value of U. S. agricultural exports dropped to $2,986;-
000,000 from the high in 1947-48 marketing year of $3,505
million worth of American farm products sent abroad.
The outbreak of the Korean War was followed by an

increased demand for farm products in 1950, which in
the 1951-52 marketing year hit a new high of- $4 053;-
000,000. This, of course, helped to drain the surpluses,
but during the 1952-53 marketing year, exports dropped
to $2,816,000,000, the lowest since the end of World War
II. For the coming year, it is anticipated that there
will be a further drop in exports.
When the three factors I have mentioned are taken

together, it is evident that the outlook of the farmer
is not of the best and that great consideration must be
given to a solution for the problem in order to see that
the farmer gets a fair return on his investment and work.
One question to be resolved is how to dispose of the

surplus of farm products in a satisfactory manner so
that the farmer may have a market for his goods at a
reasonable profit.
Should there be any question of what reasonable profit

means or what my stand on a reasonable return meank,I will state that I have always advocated and do now
advocate that prices of farm goods be maintained at
100% of parity.
Again, I trust that the new farm program to be an¬

nounced by the Administration will deal with this serious
situation in a satisfactory manner as it is my firm con¬
viction that, to paraphrase a distinguished American,what is good for the farmer is good for the country.

FRED LAZARUS, JR.
President, Federated Department Stores, Inc. ' 1

Department store sales for the first six months of
1954 are likely to hold up well. New developments in
merchandise designed to match customer demands
should bring increases over 1953 in many types of
goods. Total dollar sales may be
down a little, 2% to 3% because
prices are down that much. The year
1953 has been a record year in many
department ] stores, so that possible
slight lowering of dollar sales should
not be too serious a problem if
proper expense control measures are

taken.

New materials, such as the extra-
benefit synthetics and new fashion
prestige for established . materials,
such as the year-around cotton, will
continue to spur sales in fashion
goods in 1954. Competition is creat¬
ing better products in many areas.
The competition of distinctive Euro¬
pean items has stimulated excep¬
tional approaches in the design of American fabrics, cer¬
amics and fashion accessories. Increased competition has
forced better styling into all price lines of goods. The
important spring 1954 silhouette the "Princesse," with its
yards and yards of skirt and labor-consumi.ag under-
construction, is just as well represented in the budget
dresses as in French Room dresses.

Because Americans are so intensely interested in
home building and home decoration, fashion home fur¬
nishing is a rapidly expanding business. The fresh new

casual-living kind of home furnishings, completely
American in feeling, although with traces of "period"
flavor, will continue to make sales history in 1954. The
extent of home furnishings change in a very few years
is illustrated by what has happened to the traditional
January White Sale. Prewar, there was nothing more
staple and less subject to fashion change than the bed
sheet. In 1954, most stores will change the name of
the White Sale. Today, customers want color, especially
in sheets, but even in such unseen items at mattress
protectors. At least 50% of the January sheet business
will probably be in fitted sheets, something unheard of
a few years ago.

Department stores generally recognize their impor¬
tance to the American economy as distribution centers
for the country's record production of consumer goods.
High mass income is dependent on maximum employ¬
ment and production; the billions of dollars worth of
goods produced must reach the consumer. In addition to
aggressive merchandising, retail management is giving
major attention to customer service in a drive to keep
retailing abreast of production. Self-selection fixtures

have made shopping easier for customers, but the real

improvement is coming in the most successful stores

with the development of a better force of informed

sales people. This trend will continue in 1954. There

is scarcely a major store in the country that is not now

Fred Lazarus, Jr. I

.» , I
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J. S. Leach

conducting surveys of customer service, and working
out programs that will insure the improvement of sell¬
ing service in the new year.

J. S. LEACH

, Chairman of the Board, The Texas Co.

While the business economy in general may experi¬
ence a mild down-trend during 1954, it appears that the
petroleum industry can look forward to a further in¬
crease in the demand for its products, although the rate

of increase will be somewhat less
than that of the past several years.
However, this does not mean that

the petroleum industry will not face
problems during the forthcoming
year. It will—more and tougher
ones than the industry has laced
since World War II. But they are
problems that can be solved, for
the most part, by the application of
sound business principles—aggressive
selling methods, tighter cost controls,
realistic production schedules, and
intensive research for new and im¬

proved products.
Most economists forecast some

decline in general business and in¬
dustrial activity during the year,

perhaps 5% of the gross national product, and possibly
10% in the physical volume of industrial production.
This decline will result from a number of causes—a $5
billion reduction in government expenditures for na¬
tional security, the need for many businesses to work
off high inventories, a leveling off of postwar plant ex¬
pansion programs, and readjustments in the steel, auto¬
motive, and housing markets.
Such a reduction, however, need not carry alarmist

overtones of a depression. Rather, it suggests a switch
from a super-boom to a still high degree of prosperity,
as our national economy reverts from an accelerated de¬
fense program to a normal peacetime basis.
In 1954 United States consumption of petroleum prod¬

ucts is expected to rise between 2 and 4%, as compared
to an average annual increase of 7% per year for more
than a decade. This lower rate of increase is predicated
on an expected decline in automobile production, the!
near-completion of the railroad dieselization program,
and a lower rate of oil burner installations, which re¬
flects a decline in the new home building as well as an
increase in use of natural gas for heating purposes.
The petroleum industry, however, during 1954 will

continue its modernization and improvement program
largely directed to producing products of higher quality.
Proposed capital expenditures during 1954 will be at a
rate comparable to the high levels attained during 1953.
This is particularly noteworthy inasmuch /as the in¬
dustry's capital expenditures since World War II already
have exceeded $20 billion.
It is likely that early 1954 will see a continuation of

downward pfessure on the- prices of many petroleum
products. These pressures will result largely from a

temporary condition of over-supply in which the oil
industry presently finds itself, because of (1) an un¬

seasonably warm winter, and (2) the establishment at
government request of a one-million-barrel per day

reserve capacity, which in many instances has caused
over-production.
The increasingly keen competitive situation will be

intensified when Iranian oil returns to world markets.
It is impossible to foresee when and under what circum¬
stances Iran's wells will flow again. But it seems likely
that the settlement of problems in this Middle-Eastern
kingdom will put additional pressure on the present
petroleum price structure.
For the long run, however, both United States and

World demand for petroleum products will continue to
result in a healthy growth of the petroleum industry.
New uses are being developed for petroleum products,
large sums are being expended to find new sources of oil
and to further improve recovery and refining processes.
The petroleum industry will continue to make a substan¬
tial contribution to the economic health of the nation
and to establishment of a sounder, more well-balanced
economy throughout the free world.

HON. HERBERT H. LEHMAN

U. S, Senator from New York

At the present time the United States is undoubtedly
involved in a business recession, which may grow more
serious or may level out if suitable counter-measures
are taken.

There are definite danger signals
which we would do well not to dis¬

regard. Among these warning in¬
dications are: reduced production,
increased unemployment, shorter
hours of work, large inventories and
falling prices for agricultural prod¬
ucts resulting in greatly reduced
farm income.
I do not believe that we need have

a serious depression, providing the
Administration and Congress take
the steps necessary to cushion the
impact of any further deterioration
in business and to maintain a stable

economy. These steps, however,
should not be left to chance, to
hurried decision or to haphazard

planning.
Among other things, the Administration should seek

authority now to undertake a large public works pro¬

gram, should the necessity arise. The plan should in¬
clude a greatly increased program for the building of
roads, school houses and other educational facilities,
flood control, conservation and needed public buildings.
It is my belief that any tax reductions should be for

the advantage of the total economy. Tax relief should
be used to encourage consumption, employment and in¬
vestment and so far as possible be for the benefit of the
low and small income classes who, after all, are the main
consumers of the country.
This statement is not by any means an adequate or

full prescription for meeting the economic dangers of
the present moment. It represents only a few random
thoughts of what may be done. Many more steps, how¬
ever, can and must be taken. - ■

• I believe, too, that our appropriations for defense
should be based exclusively on our defense needs and
not be influenced by a desire to redeem campaign pled¬

Sen,' H. H. Lehman

Elmer L. Lindseth

ges. Like everyone else, I would like to see a balanced
budget, but we must not permit this very natural desire
to be satisfied at the expense of our national security.

ELMER L. LINDSETH

President, The Cleveland Electric Illuminating Co.
Northeast Ohio, like the nation, looks for the general

level of business in 1954 to fall somewhat below the
record peak established last year.
But here in "The Best Location in the Nation," our

surveys indicate that Cleveland's
diversifed industrial base will keep
it above the economic level gener¬

ally forecast for the nation as a
whole.
The high-level industrial expan¬

sion which the Cleveland-Northeast
Ohio area has experienced in the
eight years since World War II we
think will continue to be reflected
throughout 1954.
More than $13A billion has been

invested in Northeast Ohio's postwar
industrial expansion—and over
150,000 new job opportunities have
been created for local residents in
the process. Total employment in
Greater Cleveland passed the 655,000

mark last year, and 1954 is also expected to exceed the
employment of the war years.
Continued large-scale commercial development re¬

mains necessary to keep pace with the growth of the
chemical, automotive, steel, and allied industries in the
area. Shopping center construction in 1954 is expected
to increase four-fold over 1953, and other commercial
facilities will undergo similar expansion.
Over 14,000 new dwelling units are planned for North¬

east Ohio in the coming year, as local home construc¬
tion continues to outpace the national average by one-
third. i

Like other business-managed electric light and power

companies throughout the nation, The Cleveland Electric
Illuminating Company is vigorously pursuing the great¬
est expansion program in its history.
By the close of next year, our total system generating

capacity will be more than double what it was in the
fall of 1949.

Our new Eastlake power plant added two units with
280,000 kilowatts of total capacity to our system in 1953.
A third 140,000-kilowatt unit is scheduled to go into
service at Eastlake at mid-year, and a 208,000-kilowatt
generator is planned for late 1955. ;

The Eastlake plant ultimately will have an operating
capacity of more than 1,000,000 kilowatts, representing
an investment in excess of $125,000,000 and intercon¬
nected with other Illuminating power plants at Cleve-.
land, Ashtabula, and Avon Lake.

By careful planning and a balanced area development
—industrial, commercial, and residential—Northeast
Ohio in 1953 retained the title of "The Best Location in

the Nation." There is every reason to believe it will do
so in 1954.

Continued on page 76

San Francisco Exch.

j Elects New Officers
SAN FRANCISCO, Calif.—The

San Francisco Stock Exchange
held its Annual Meeting Jan. 13,
1954, and elected as Chairman of
the Board of

Governors,
Marco F.
Hellman of J.
Barth & Co.

Elected as

members of
the Board for
a' two year
term were:

Wm.H.Agnew
of S h u m a n,

Agnew & Co.,
Scott H. Stew-

art, Jr. of
S: t o n e &
Yo u ngberg,
and Ralph E.
Van der Naillen of A. G. Becker
& Co. Incorporated.
Immediately following the an¬

nual meeting the new Governing
Board held its first meeting and
elected George W. Davis of Davis,
Skaggs & Co., for a one year term
to fill the vacancy created by
Mr. Hellman becoming Chairman.
The two other members of the
Board are Calvin E. Duncan of
Calvin E. Duncan & Co., and Ron¬
ald E. Kaehler, President of the
Exchange.
The new Board elected Mr.

Agnew its Vice-Chairman.
Election of the Nominating

Committee for the ensuing year
was also held at the Annual Meet¬

Marco F. Hellman

ing. Edwin D. Berl of Edwin D.
Berl & Sons was elected Chair¬

man, the other five members of
this committee being: Stanley R.
Dickover of Mark C. Elworthy &
Co., Howard J. Greene of Sutro
& Co., R. Russell Hodge of Frank
C. Shaughnessy & Co., Sherman
Hoelscher of Sherman Hoelscher
& Co., and Robt. F. Mulvany of
Irving Lundborg & Co.

Named Directors
Middle States Petroleum Corpo¬

ration has added to its Board of
Directors Jackson D. Breaks and

Eugene M. Geddes, it was an¬
nounced by Joseph Glass, Presi¬
dent. Mr. Breaks is a Vice-Presi¬

dent of Chase National Bank and

Mr. Geddes is a partner in the
stock - exchange firm of - Clark,

Dodge & Co. Mr. Geddes is a di¬
rector also of Western Union

Telegraph Company, Manning
Maxwell & Moore, Inc. and U. S.

Smelting, Refining & Mining Co.
and is Vice-President of the Asso¬

ciation of Stock Exchange Firms.

With George Eustis
(Special to The Financial Chronicle)

HAMILTON, Ohio — Ralph E.
Clark has become associated with

Geo. Eustis & Co., Traction Build¬
ing, Cincinnati, members of the
Cincinnati and Midwest Stock

Exchanges. Mr. Clark was for¬

merly local manager of H. B.
Cohle & Co.

n

Oak Creek 1 on the Job

The first 120,000 kilowatt unit atOak Creek went "on the job" in
1953, bringing system capacity above
the one million kilowatt mark.

Construction of a second unit is

now proceeding. It will be placed in
operation during the fall of 1954. A
third unit is scheduled for completion
in 1956. Presently planned capacity

at Oak Creek is 500,000 kilowatts.

Oak Creek represents another for¬
ward step in providing dependable
service for widely diversified indus¬
trial and rural areas in Wisconsin and

upper Michigan. Our system serves

484,500 electric customers, 70,500 gas

customers and 1,340 steam heating
customers.

WISCONSIN ELECTRIC POWER COMPANY SYSTEM

i f

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



76 (32fr) The Commercial and Financial Chronicle .. • Thursday, January 21, 1954

* . 1 i* ' 1 f *
,

Continued from page 75 •

P. W. LITCHFIELD

! Chairman, The Goodyear Tire & Rubber Co.
The rubber industry in 1953 consumed more rubber,

sold more goods, gave its employees higher take-home
pay and produced better tires than ever before in his¬
tory. In every respect, the year was very satisfactory.
Prospects are that 1954 will be another year of high

level activity, somewhat below 1953.
Reduced production of new cars,

trucks and farm tractors, Which now
seems likely, would result in a com¬

mensurate reduction in our original
equipment1 tire business.
But there is every indication that

the sale of tires for renewal purposes
will be higher'in 1954 than in 1953.
this is due to the fact that the large
volume of new cars made in 1950,
1951 and 1952 will be coming into
the market for replacement tires.
In certain other segments of our

business, the prospects are encour¬

aging. Production and sales in films,
foam and flooring are expected to
jgain. So, too, is the chemical end
<oi our business. w* Litchfield
Our postwar program of plant expansion and improve¬

ment has brought us to the point where we can produce
more goods and operate more efficiently than ever be¬
fore. There will be less capital expansion in 1954.
The supply of new rubber will be adequate and the

price of this commodity is expected to continue reason¬
able. This is a stabilizing factor of basic importance to
the industry.
Sales effort is being stepped up through improved

organization and personnel training. Competition will
be-stronger in the rubber business—not only in the
United States, but in all parts of the world. This means

that the consumer will get better, values and better
service.

Of course these prospects could quickly be changed by
unfavorable developments in world affairs but, assum¬
ing that nothing of this kind occurs, it now appears that
1954 will prove satisfactory in terms of production, em¬

ployment and sales.

The overall prospects for the rubber industry indicate
continued growth over the next decade. This growth
probably will not be in the form of a steady line from
year to year, but the long trend is toward higher levels.
This long-term prospect, however, is beclouded by

two serious factors. One of these is the condition of our
highway system. It is inadequate to properly carry the
present transportation needs of the nation, and we do
not seem to be moving effectively to improve mattersi
It should be remembered that goods cannot be produced
and sold unless they can be transported, and that we
cannot add greatly to the present total of 53 million
motor vehicles unless there are adequate highways on
which the additional cars can operate.
Another deterrent to economic expansiori is the con¬

tinuing high level of government spending and taxation.
The higher the tax load,- the lower is the incentive to
venture and the lower is the available supply of venture
capital. Corrective measures should be taken before the
point of acute danger is reached.

r CARL H.MAAR
President, Lincoln National Bank & Trust Co.

" "

.of Syracuse, N. Y.
5iness during 1954 should be maintained at a satis-

i°f7 *^ve?, but we must never lose sight of the fact
that the business climate, like the weather, is constantly
changing. It is never static. It either moves forward or

recedes. There is every indication
that the volume of trade will be at
a somewhat lower level than in 1953
and probably somewhat less profit¬
able. It will be a year in which com¬

petition will reassert itself and again
emphasize those principles on which
our growing economy has been built.
There are important minus and

plus factors which will affect The
ever shifting" business climate.. The
following are, I believe, the most
important of these elements:

On the Minus Side

(1) 1954 will be first year when
. Carl rt. Maar our expanded plant capacity-will be

m full operation while -government
expenditures will be declining.

(2) Reduction in private expenditures for plants and
equipment. ~ * - - -

(3) Some reduction in total inventories.
(4) More active competition in world markets byWestern Europe. - — ,

(5) Mo§i commodity markets are ima status of'over- -
production. '»*„"• . .

(6) A decline in consumer income due to less overtimeand perhaps a shorter average work week in some in-'
dustries. •

....

(7) Lower level of farm income. - -

On the Plus Side

(1) Reduction in both personal and corporate "incaipp'
taxes resulting in more purchasing power in the hands'
oGrthp consumer. ; 1 f ; < ■; j ■ i.; .• ^

H. E. MacDonaid

(2) Lower money rate trends and relatively easy

money conditions.

(3) Large expenditures by municipalities for public

works—schools, roads, etc.
(4) Possible increase in hourly wage rates in some

industries to offset elimination of overtime and reduc¬

tion in work week.

(5) Possibility of successful peace negotiations and
less talk of war.

An analysis of these factors shows the weight in favor
of the minus side principally because of their broad
effect upon our economy. For this reason I feel that
business in general will not equal that of 1953. On the
other hand, we are entering 1954 more satisfactorily than
we anticipated a year ago. This fact along with the
favorable elements which exists in our economy cer¬

tainly appear more than adequate to prevent any serious
decline in business.

, ' ''

H. E. MacDONALD

President, Household Finance Corp.

The year 1953 marked the 75th Anniversary of the
opening of an office in Minneapolis, which was the fore¬
runner of Household Finance Corporation. It is gratifying
to report that we completed this Anniversary year with

record-breaking totals.
Household continues to be aggres¬

sive in providing an improved loan
service to more and more customers.

During the year we opened 26 new

offices, and now serve the residents
of 31 states and all provinces of
Canada with more than 600 well-

located modern offices. Our oper¬

ating staffs have been increased, and
are providing the people of both
countries with prompt, friendly, de¬
pendable money help. At the end
of 1953, there were over 1,350,000
open accounts on pur books, totaling
over $350,000,000—an increase of
11.4% over Jan. 1, 1953.
In 1953 there has been a continua¬

tion of many influences which have brought a substan¬
tial growth in the volume of loans in recent years. At
least three of these influences should be mentioned:

(1) instalment cash lending has gained widespread pub¬
lic acceptance; (2) the level of business generally
throughout the United States and Canada has been high;
(3) customers borrow more than they formerly did,
largely as a result of the higher level of prices. The
average loan in 1953 was 7% larger than in 1952.
We believe these influences will continue to operate in

1954. Since business activity and employment are ex¬

pected to continue at a high level, loan volume will
probably continue to increase. Because the unemploy¬
ment which may occur in some industries is not expect¬
ed to be widespread or prolonged, it should not result in
a marked deterioration of ability to repay, or in an un¬

willingness to borrow. We do not anticipate any marked
increase in delinquency under these conditions.

W. C. MacFARLANE

President and General Manager, Minneapolis-Moline Co.

Farm-machinery business for 1954 in my opinion
should pretty well parallel 1953.
Although we had a record sales volume in 1953, this

included defense business which made up for a greatly
reduced volume of farm machinery. Our total volume
for 1953 would have probably equaled or exceeded 1952
had it not been for droughts and
small grain rust that substantially
reduced sales over wide areas. And
because of the reduced purchasing
power in those areas, and until crop
prospects are determined, there may
continue to be less volume than in
the immediate past. Also, acreage
control programs, together with reg¬
ulations regarding substitute crops,
may temporarily slow up deliveries
until they are definitely announced.
However, the overall volume on

farm machinery should not be too

greatly affected, for the following
reasons: .. .

1st—The population all over the
world is continuing to increase.
2nd—Land will not be left idle, and that part of the

land left out of principal crops-under acreage controls
will in many cases1 require new and different equipment.

■

3rd—Outstanding new and improved equipment will
continue to play a big part in reducing costs and man-

hours for greater comfort and convenience of the,farmer.
4th—Our customers continue to be" well fixed -finan¬

cially. JHoweyerpthey^ are no longer rushing in to pur-
■

chase items needed, as they did in the recent past.

5th—-Dealers, rural jankers,-and farmers are. better
adjusted to normal conditions than a year ago and there¬
fore will work more closely together. ;
— Consumers in. general are ^becoming definitely more

quality conscious, and all. around „tjere is increasing
.competition-for :the farmer's dollar.''And I believe thi?
same situation applies to jail,^Inliusti'ies. -and their cus/
tomefg * ^" r ^ ^ * *

W. C. MacFarlane

Robert S. bUcfarlane

R. T. Marsh, Jr.

ROBERT S. MACFARLANE

President, Northern Pacific Railway Co.

Although Northern Pacific anticipates somewhat re¬
duced revenues in 1954 as compared with 1953, in line
with the present general business trend, we are continu¬
ing an aggressive improvement program designed to
increase operating efficiency and
provide better freight and passenger
service.
Late in 1954, we will complete a

$71/2 million passenger improvement
program started in November, 1952,
when a fleet of 20 Vista-dome cars

go in service on the North Coast
Limited, our Chicago-North Pacific
Coast streamliner. A sizable per¬

centage of a stepped-up advertising
and promotion effort will be built
around the new passenger equip¬
ment in which Raymond Loewy As¬
sociates, famed industrial designers,
have a hand.
In view of current demands by the

brotherhoods, operating costs during
the year ahead are uncertain, while at the same time it
appears from present indications that the railroad in¬
dustry, as a whole, faces a year of somewhat decreased
revenues, as compared with 1953.

ROBERT T. MARSH, Jr.
• President, First & Merchants National Bank

of Richmond, Va.

1953 was the best year on record from a standpoint
of physical production and personal incomes. Although

many are predicting a recession in
1954, I cannot bring myself to be¬
lieve that we are in for a bad time
this year. No one can definitely say
what is in store during the next 12
months but I would guess that when
the year closes we will find that
it probably will have been the
second or third best in our history.
We have had some years of experi¬
ence in a managed economy and
those in high places have had ample
warning of a possible business slide.
Many measures can be and I be¬
lieve will be taken to prevent that
slide from dipping too deeply. In¬
stead of giving a multitude of sta¬
tistics, I will merely state that my

conclusion is that 1954 will be a good year.

SIDNEY MAESTRE

Chairman of the Board,
Mercantile Trust Co., St. Louis, Mo.

In the middle of 1953 business activity began to de-
*

cline. This was a reversal of the upward trend which
had prevailed almost without interruption since the
last quarter of 1949. The size of the decline has thus
far been small. Currently, there are
few signs that the decline is be¬
coming cumulative and, consequent¬
ly, it is probable that the decline
will continue at approximately the
same pace in the first half of 1954.
The inflationary forces which were

dominant in the period immediately
■

following the outbreak of the Korean
war have now been checked and

they are not likely to become- im¬
portant in the next six months.
Wholesale prices have fluctuated
little since late in 1952, the sharp
decline in the prices of farm prod¬
ucts and processed foods has been
offset by the increase in prices of
industrial products. The rise in the
cost of living index has been halted. Bank loans normally
increase in theHast half of the year in order to finance
the movement of crops and merchandise, but the ex¬

pansion in 1953 was substantially below the increase re¬

ported in the preceding year. The failure of loans to
advance can be explained in part by the slowing down
in the level of industrial activity and by the efforts of
retailers, wholesalers, and manufacturers to reduce their
inventories. Seasonally, loans decline in the first half of
the year and this pattern will probably prevail in 1954.
The decline, however, may be somewhat slower since
some borrowers may need funds to pay taxes in March.
Monetary policy was employed to a greater extent in

the past year than in any year since the end of the war
to influence the trend of industrial activity. The Federal
Reserve System imposed some' restraint upon the ex¬

pansion of -credit in the early part of 1953, but this
restraint was relaxed by reducing the reserve require¬
ments of the member banks and through "open market"
purchases of U. S. Government securities when it be¬
came clear that inflation was no longer a problem. The

• effect of this policy, together with a decreased demand
for loans, resulted in a decline in interest ratesv The
continued decline in business activity is likely to result
in a further lowering of ""interest rates. The Treasury
Department refunded some of its maturing securities
into longer-term securities in order to facilitate the
management, of the public debt, and it is likely 4hat this

• program will be continued in the next year. j

Tensions between the Western powers and Soviet Rus-.
sia will probably increase later in the year since there

J is little hope that; ^agreements can be reached either in
ihe East or tlie West with Soviet Russia and its satellites.

Sidney Maestre
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> for o good reasons

★ Dependable electricity, gas and steam
★ Good labor relationships
★ Good transportation facilities

i ★ Adequate water supply ^ _

★ Large, diversified market
★ Available industrial sites

For more information write or phone
Industrial Development Director

ROCHESTER GAS & ELECTRIC CORP.
★
am 89 East Ave., Rochester 4, N. Y.

Rapid progress is being made also in applying fac¬
simile methods to the transmission and delivery of tele¬
grams. More than 10,000 Desk-Fax miniature facsimile
telegraph machines are in use now. In 1954 we plan to
bring'to 17,500 the number of firms whose offices will
be equipped so that businessmen can send and receive
telegrams instantly in "picture" form by merely pressing
a button. This is in addition, of course, to the many
thousands of firms having printing telegraph machines
connected by direct wire with the national Western
Union message network.
In Indianapolis, Milwaukee, Buffalo and other cities,

the installation of Desk-Fax in hundreds of business of¬
fices on a city-wide saturation basis has eliminated time-
consuming messenger and branch office handling of
telegrams. Strategically located delivery stations have
been opened in suburban areas from which motor mes- *

sengers rush telegrams to homes. , *

A high-speed dial telegraph system, the first of its
kind, was placed in operation in Chicago in July to con- -

nect nine major airlines. It has revolutionized interline
procedures by providing round-trip message service in
seconds for interline passenger reservations. The opera¬
tor at any airline on the system simply dials a single
number to connect her with any other airline.
Western Union recently inaugurated a hotel reserva¬

tion service. Our reservation bureau in the destination
city acts for the traveler by calling the hotels of his
choice, obtaining the accommodations desired, and con¬
firming the reservation by telegram.

HON. EDWARD MARTIN
U. S. Senator from Pennsylvania

Committees on Finance and Public Works
The economic outlook for 1954 is good. There is a

great backlog of peacetime work to be done.
We are far behind in the construction of homes, roads,

hospitals and schools. This is because of the enormous
increase in population and the ne¬

cessity of curbing civilian work in MHMPliMHWHorder to give priority to the Army, ML <»*B|Air Corps and Navy.
There are many things that we IB

should do in 1954. Some are of para- JB
mount importance. BEf
We must stabilize the dollar. The Bj

present devalued dollar is unfair to Vl
the wage earner, those on fixed 1
salaries, and those receiving returns
on investments. One of the greatest ' dm..
means of stabilizing the dollar is ^Bl Athe balancing of budgets on all three J|
levels of government— local, State

History tells us that no nation has Sen* Edward Martin
ever lived more than 44 years after
it had gone off a sound currency. We have been off the
gold standard for 19 years. While it might be the best
way to accomplish our end, it is not necessary for us to
be on a gold standard.
We must cut down the amount of government. We

must remember the statement that the best governed
are the least governed. The people are demanding too
much from government. <

The Federal Government has reduced the number of

employes by 200,000 during 1953, but State and local
governments have increased their employees by about
the same number.

Taxes are entirely too high. Taxes are ft6W aO high
that in some places we have diminishing returns. MorS"
taxes should be direct rather than hidden so people
would know better what their government is really cost-1
ing them.
Federal expenditures should be greatly reduced in de¬

fense spending, foreign aid and Federal employees.
If we have a financial adjustment, people must have

the courage and the faith to accept it. We must all
realize that we cannot depend upon a war prosperity.
America was made through the work of peace^and not
through the horrors and bloodshed of wars., ;Jt
We must not forget spiritual values. Ourt forefathers

developed this wilderness continent by hard work and
they carried with them the Bible, the axe .and the rifle.
The Bible meant to them faith and proper living; the
axe meant that all men must work and conserve; the
rifle meant that defense is the job of all of us.

W. A. MATHER
President, Canadian Pacific Railway Co.

An expanding economy in which rail transport con¬
tinues to play an increasingly important role despite
growing impairment of the railway industry's financial
position emerges as among the most significant and pei>
plexing features of the business and
industrial scene in Canada in 1953.
A disturbing manifestation of this

growing imbalance,^ between the
generally high level of economic
activity and railway revenues is the
decline in net railway earnings
recorded by the Canadian Pacific
Railway Co. during the past 12
months. Further aggravating the
difficulty of attracting on favorable
terms the capital needed for the
expansion and improvement of our ^^K||B|^9^B'
rail services and necessitating a de- l||ft; jHB^W
cision to defer a part of our mainte- mB naj|
nance program, this adverse trend
in net earnings reflects the serious William A. Matb«r

implications for rail transport in the
national economy of a transportation policy based ; ore
legislative and other restrictions inappropriate to mod¬
ern competitive conditions. „,jr
Economic developments of the past 12 months lend a

sense of even greater urgency to the problem of bring¬
ing the financial position of the railways into balance
with that of other segments of the economy. For al¬
though Gross National Product in Canada has been run¬

ning about 5% higher than in 1952 and promises to reach
the official estimate of $24 billion for 1953, capital in¬
vestment in industry, with the notable exceptions of
transportation, mining, petroleum and residential con¬

struction, has been relatively of less significance as a

sustaining factor in the economy than expenditure ;on

consumer goods and services. Significant, too, is the
fact that defense expenditures, although maintained at a

/■'" Continued on page 78

Keller & Meyer Will
Be Formed, NYSE Firm
- EAST ORANGE, N. J.—Heller
2k Meyer, members of the New
York Stock- Exchange, will be
formed Feb. 1, with offices at 18
North Harrison Street. Partners
.are Gustav P. Heller, Exchange
member, and Abraham J. Meyer.
Mr. Heller is a partner in Nugent
2k Igoe. Mr. Meyer conducts his
own investment business in New¬
ark.

Hayden, Stone & Co.
Opens In Maplewood

MAPLEWOOD, N. J.—The firm
of Hayden, Stone & Co., members
of the New York Stock Exchange
and other principal exchanges,
announces the opening of offices
at 7 Highland Place. These offices
were formerly operated by thb
-.-securities firm of Parker, Robin-
.son & Company. John E. Parker,
.Jr. will be the manager. Asso¬
ciated with Hayden, Stone in
jMaplewood will be: Samuel H.
Robinson, Jerome A. Q. Franks,
Winthrop G. Felter, Edward B.
Ekdahl, Charles H. Henninger,
;and Walter B. Simmons, Jr.

With Neuberger Berman
Neuberger & Berman, 160

; Broadway, New York City, mem¬
bers of the New York Stock Ex¬

change, announce that Mrs. Julia
I Rose is now associated with the

:firm as a customers' bfoker.

Dean Witter & Co.
To Admit Partners

SAN FRANCISCO, Calif. —

Dean Witter & Co., 45 Montgom¬
ery Street, members of the New
York Stock Exchange, and other
Exchanges, on Feb. 1 will admit
George E. Vandenhoff of Beverly
Hills, and William B. Boone, of
Portland, to general partnership,
and Edward B. Hall, Malcolm
Smith,1 and Rea L. Eaton to lim¬
ited partnership in the firm.

Steiner, Rouse & Co.
In New Location

Steiner, Rouse & Co., members
of the New York Stock Exhcange,
have moved the firm's main of¬
fice from 25 Broad Street to com¬

pletely air conditioned offices at
19 Rector Street, New York City.
Steiner, Rouse maintains three

branch ofices in New York at 575
Madison Avenue, 1440 Broadway
and 157 East 86th Street, as well
as branches in Birmingham, Mo¬
bile and New Orleans.

Joins Marshall Staff
{Special to The Financial Chronicle)

MILWAUKEE, Wis. — Carl R.
Raymore has become affiliated
with The Marshall Company, 765
North Water Street.

Eugene B. Sanger Jr.
Eugene B. Sanger, Jr., Vice-

President of Minot, Kendall &
Co., Inc., Boston, Mass., passed
away at the age of forty-two.

The continued instability of many friendly European
governments may also present difficult problems for the
United States to solve. Businessmen should, therefore,
study carefully developments in the field of interna¬
tional relations because, if negotiations fail, there is a

possibility that this country will embark upon a new
rearmament program.

WALTER P. MARSHALL

President, The Western Union Telegraph Go.

A program of rapid expansion in facsimile and pri¬
vate wire telegraph systems will be carried out in 1954
to meet the growing communications needs of the na¬
tion's business organizations. Already we have made

large increases in equipment orders,
doubling the equipment available for
installation in 1954.

IB! " Sales of these systems to govern-

■p^|jgBB ment, industrial and business users
Bflfy p9BH have tripled in five years. They are
BSL*^*',- producing revenues at the annual

a jBH rate of $20,000,000, which already is
B second only to telegraph message

service as a revenue source to

filBMHH Western Union. We are training ad-
^IllM ditional personnel to service the new

systems-

||!B^.|^H| Many custom-built, high-speed
printing telegraph systems were in-
stalled by Western Union for large

Walter p Marshall companies in 1953. Major additions
were made to systems already in

service and a number of new systems are now being
installed. These private wire networks in many cases
involve thousands of miles of circuits connecting the
headquarters and far-flung field operations of com¬

panies. For example, the General Electric network now

links 274 stations, the Bank Wire 204 banks, and the
U. S. Steel system 160 stations. .. .

Western Union provides two nationwide private wire
networks linking more than 200 U. S. Air Force stations,
and a network with which the Civil Aeronautics Ad¬
ministration gathers and disseminates weather informar
tion to about 700 stations. The company carried out ex¬
tensive contracts for the Armed Forces in 1953, involving
facsimile, radio carrier and automatic transmission
projects.

Another fast growing service, known as Intrafax, was
launched in 1953 and installed in banks, steel, insurance,
airline, chemical, oil, railroad and other industries. These
.systems enable the subscriber to flash all kinds of intra-
company correspondence in "picture" from between their
various departments, warehouses and branches.

Intrafax has great potentialities because any sizable
business can greatly expedite its operations and service
by this means. The variety of uses is amazing. For ex¬
ample, a huge steel plant links its various units by Intra¬
fax. A railroad uses it to flash reservations to branch
stations and to large companies that require many
reservations for their employees. Airlines use it for
reservation and other purposes. Banks use it for money
-transfers and comparison of signatures. Orders are trans¬
mitted to warehouses to expedite deliveries. Traffic court
judges in-Baltimore even use* Intrafax to get drivers'
records from the State Motor Vehicle License Bureau.
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Continued from page 77
high level throughout 1953, are no longer regarded as an
expansive factor in business and industry.
Such circumstances suggest that the program of capi¬

tal investment planned by the Canadian Pacific Railway
Company may be a factor of even greater importance
than heretofore in sustaining the high level of economic
activity and prosperity which has characterized the past
12 months. It is, therefore, a matter of concern in terms
of national economic wellbeing, as well as in terms of
meeting Canada's growing transportation requirements,
that the Canadian Pacific Railway Company should be
accorded the opportunity to achieve in its rail enter¬
prise that greater measure of financial stability neces¬
sary to attract on favorable terms the capital required
for the expansion and improvement of rail transport
services envisaged in this program.
Notable among the factors which have restricted net

rail earnings of Canadian Pacific in 1953 to the unsatis¬
factorily low level of somewhat less than 3% on invest¬
ment in the rail enterprise, are wage increases imple¬
mented during the year, growing truck competition in
respect of high value freight traffic, and a decline in the
volume of traffic. General freight rate increases of 7%
and 9%, which became effective early in 1953 by author¬
ity of the Board of Transport Commissioners, have failed
to provide the anticipated level of net earnings owing .

to the decline in traffic volume and a rise in operating
costs.

Recognizing the necessity for exploring every possible
solution of the increasingly acute financial problem of
the railway industry, Canadian Pacific, in July, 1952,
made application to the Board of Transport Commis¬
sioners for the establishment of a "rate-base rate-of-
return" formula designed to enable the company to earn
a reasonable return on the net capital investment in its
rail enterprise. Further hearings in this important ap- '

plication were held by the Board of Transport Commis¬
sioners last October.

The fundamental problem, affecting not only the rail¬
ways but the entire economy of Canada, however, still
rests in the application by statute, to a substantial seg¬
ment of rail freight traffic, of rates which are the same

today as in 1897. A statutory provision exempting so
large a volume of traffic from bearing any share in in¬
creased transportation costs, if extended indefinitely,
cannot fail to prejudice the balanced economic growth
so essential to sound national development and to limit
further the ability of Canada's railways to meet the na¬
tion's transportation needs.

Confident that recognition must ultimately be accorded
to the necessity of bringing the financial requirements
of rail transport into a more equitable relationship with
those of other segments of an expanding economy, our
company, during the past 12 months, has undertaken to
provide Canadians, both in domestic and international
transportation, with new and improved services by rail,
sea and air.

To improve and modernize our transcontinental rail
passenger services orders have been placed during the
year for streamlined, stainless steel passenger cars, mak¬
ing up 15 complete trains of the most modern construc¬
tion for service from Montreal and Toronto to Van¬
couver. Included in the order are 36 ultra - modern,
scenic-dome, lounge-observation cars, reflecting the ulti¬
mate in passenger comfort and enjoyment. Installation
of this new equipment, beginning with the use of scenic-
dome cars on the Vancouver-Calgary run in the summer
of 1954 will, on completion, mark Canadian Pacific as

operating a larger number of modern, streamlined pas¬
senger units over longer distances than any other
railway.
Nineteen fifty-three was marked also by steps taken

to improve and modernize secondary passenger services.
Four self-propelled, rail diesel cars of latest design have
been'put in service in Quebec between Montreal and
Mont Laurier, to serve the Laurentian resort area, and
in Ontario between Toronto and the metropolitan border
area of Windsor-Detroit as well as between North Bay,
Mattawa and Angliers. Experience with these units and

th^ir popularity with the traveling public will determine
whether additional self-propelled diesel cars will be or¬
dered to supplement or improve secondary passenger
services elsewhere on the Canadian Pacific system. Pre¬
liminary reports indicate that greater speed coupled with
lower operating cost give the self-propelled diesel car a
distinct advantage over locomotive - powered secondary
UalllSi

Improvement of local passenger services in the grow¬
ing residential suburbs of the Montreal area has been
effected through the purchase and placing in service of
new coaches of special design for commuting runs.
Standards of service and efficiency in the handling of

freight traffic have improved as a result of the acquisi¬
tion during 1953 of a large number of new box cars,
longitudinal hoppers, automobile cars, refrigerators, cov¬
ered hoppers, gondola cars, flats, tanks, and miscellane¬
ous equipment.
Dieselization of motive power was extended during the

year to the Crow's Nest, Kootenay and Kettle Valley
route between Medicine Hat and Vancouver, necessitat¬
ing the establishment at a cost of about. $1,000,000 of a
diesel shop at Nelson, B. C. Delivery of 73 new diesel-
electric locomotives during the year brings to 365 the
number of diesels, including switchers, now in operation.
The revenues from the operation of Canadian Pacific

steamships for the year were adversely affected by re¬duced cargo carriage and the continuing low level of
ocean freight rates; the earnings position has been fur¬
ther aggravated by a slowing down in grain export
movement and very much reduced rates for the carriageo grain and flour. It is doubtful whether any imme¬

diate improvement in world shipping conditions can be
expected in the near future. .

Steamship passenger traffic on the North Atlantic,
while slightly lower than for the previous year, con-,
tinued at a very satisfactory level. The replacement of
the "Empress of Canada," destroyed by fire at Liverpool
early in the year, by the purchase and refitting of the
19,400 ton "De Grasse," renamed the "Empress of Aus¬
tralia," enabled the company to meet, without interrup¬
tion, the heavy passenger traffic of the Coronation period.
Commencing a modernization program, the keel for a

new passenger-cargo liner of 22,500 gross tons was laid
at the yard of the Fairfield Shipbuilding & Engineering •
Company on the Clyde in Scotland. This new vessel,
due to be commissioned in the spring of 1956, will have
accommodation for 900 tourist and 150 first-class pas¬

sengers. Tenders have been called for a sister ship to
the new vessel with a view to replacing another of the
older ships.
A $4 million twin-screw, diesel train ferry for service -

between Vancouver and Nanaimo, ordered in June, 1953,
will, when placed in service, provide fast, thrice-daily
freight, passenger, truck and automobile transportation
between Vancouver Island and the mainland.
Nineteen fifty-three saw Canadian Pacific Airlines

bring the following new routes into operation:
Vancouver-Mexico City-Lima. This extension of the

company's present Vancouver-Hong Kong route enables
it to provide not only a service between Canada, Central
and South America, but a through service between the
Orient and South America—the only such service pres¬

ently in operation.
Prince George-Terrace, B. C. This link provides a serv¬

ice between Edmonton and the Aluminum Company
development at Kitimat.
Flin FIon-Lynn Lake. This enables the company to

serve the new nickel development at Lynn Lake by pro¬
viding a through service from Winnipeg.
Application of Canadian Pacific Airlines to operate

an all-cargo transcontinental air service was for the time
being refused by decision of the Government of Canada.
The Airlines took delivery of five Convair 240 aircraft

for use on its domestic lines, and four DC-6B's for Pa¬
cific lines. The latter aircraft progressively replaced the
DC-4's and by July 1 all Pacific and South American,
services were being provided with these new aircraft.
Three of the Comet Mark II type aircraft have been or¬
dered for delivery next fall, and an option is held on a
fourth. It is proposed to use these aircraft on the South
Pacific and South American routes and will place the
company in an increasingly pre-eminent position with
respect to equipment. Upon the release of the DC-4's
from the Pacific they were incorporated into domestic
routes between Montreal and Seven Islands, between Ed¬
monton and' Yellowknife, and between Vancouver and
Prince Rupert. On completion of the present work on
Cranbrook Airport, Convair 240 aircraft will replace the
DC-3's on the Vancouver-Calgary route.
The impressive record of progress in providing ever

higher standards of service and efficiency in rail, sea
and air transport reflects the conviction that in due
course the principle of freedom of competition and relief
from undue restrictions will receive increasing recogni¬
tion in Canada's transportation policies. * '

morton j. may ^

Chairman of the Board,
The May Department Stores Co.*

We look forward to the coming year with confidence/
We have just completed a very good year., Final sales

figures for fiscal 1953 will not be available *for several-
weeks, but we expect them to be at a record high—ex-^
ceeding the $447,548,000 sales of the ... ,

previous year. It is impossible, of
course, to predict what will happen
this year on the basis of what hap¬
pened last year, since our sales are

subject to the influence of so many
variables in the general economy of
the country. However, on the basis
of our owri current sales and avail¬
able economic information, we ex¬

pect our sales volume for the first
three months of fiscal 1954—begin¬
ning Feb. 1—to about equal that of
the same period in 1953, when we
had record sales of $97,698,000.
While we cannot forecast what our

sales will be during the coming 12-
month period, we are optimistic
about the long-range future of our business. This op¬
timism is reflected in our plans for expansion during
the coming year.

During 1954, we plan to devote in excess of $10,000,000
to capital expenditures, including new construction and
improvement of existing buildings. This amount, which
is substantially larger than the total of our capital ex¬
penditures in 1953, will make 1954 one of the biggest
expansion years in the 76-year history of our company.
The Ma'y Department Stores Company owns and oper¬

ates 10 large downtown department stores and 15 branch
stores in cities from Baltimore to Los Angeles. Some
of these have undertaken expansion or modernization
projects.
One of the larger projects to be started in 1954 is the

building of a 300,000-square foot branch store and park¬
ing lot at the Northlands Shopping Center in Jennnigs,
northwest St. Louis County. This store, our third branch
in the St. Louis area, should be completed late in 1955.
Major expansion of our downtown Pittsburgh store,

Kaufmann's, will be completed late in 1954. This in¬
cludes the purchase and remodeling of a 19-story build¬

John L. McCaffrey

Morton J. May

ing adjoining Kaufmann's and the construction of a 10-
story addition.
A 55-acre, 40-store, 3,000-parking space shopping

center in northeast Ohio is scheduled for completionfin
April. It will be the first shopping center completely
controlled by our company. It will be operated by the
management of our Akron store, the M. O'Neil Company.
Our Denver, Colo., store will, start building its first

branch store during 1954 in the new University Hills
Shopping Center. We will also modernize our Denver
downtown store during the year.
Our plans for 1954 include modernization of the May

Company store in downtown Cleveland and enlargement
of the parking garage of the M. O'Neil Company store
in downtown Akron.

These projects, which are the highlights of our expan¬
sion plans, for 1954, indicate our confidence in future
economic conditions. ,

john l. McCaffrey

President, International Harvester Co.

In recent years, on such occasions, I have discussed
such things as the completion of post-war expansion
programs within the farm equipment industry and our

subsequent ability to produce at high levels, availability
of materials, prospects for labor
peace, prices, competition, and other
important" segments of the business
life of our industry. These things
are still important and will always
remain so.

But the turn of events during 1953,
particularly that which took place in
the last six months of the year, has
caused our industry to focus its
attention upon the farmer—what
happened to him in 1953 and the

(prospects for his general welfare
during 1954.
At the moment, the farmer is con¬

fused and full of anxiety. As 'long
as such condition exists, even though
his general financial condition is
good, the farmer will not be a good prospect for equip¬
ment produced by our industry. Something must be
done and done quickly to remedy such a situation. *

Personally,.I have every confidence that the present
Administration will solve the farm problem. .1 feel sure
that the farm program, in whatever form it may take,
will be fair and equitable, one that will restore confi¬
dence with the American farmer during 1954. Once this
has been accomplished, business prospects for our in¬
dustry during the coming year will become a lot
brighter. •

So assuming that this feeling of farmer uncertainty
will soon be eliminated, I would like to make the follow¬
ing observation concerning our industry during 1954:

First, new products are likely to be developed and in¬
troduced at a faster rate than ever before. By doing so,
manufacturers will be performing the greatest service
this industry can render to the agriculture of our nation.
And both manufacturers and dealers will benefit from
increased sales resulting from the opening up of totally
new markets for these products. .; ; * 'r
I have great faith.in the ability,of our industry's en¬

gineering and research people, and I am confident that
such products will be-forthcoming during 1954. )*
Second, the industry must continue'its efforts"to im¬

prove the' older; machines, ^and for the same reasons
stated above. Again; this -is the responsibility of the
manufacturer. I amf sure that alL are prepared to assume

* it properly." ^

Third*'if the manufacturer .does this job, the dealer
'must provide a ready'.outlet-"for such products. "This
.calls for a willingness:to>trade, a well defined barter

/reconditioning program, arid additional effort toward the

movement of barter from the ,lot into the hands of a

user. At, my company, such 'a program "was inaugurated
twith our dealer organization, some time ago, and\its
momentum will be -increased during 1954.. . — - ►

1 » Fourth; time selling will be more of a factor in Our

business during 1954 than in previous years. This means

that ready outlets for farm equipment paper must "be¬
come more accessible to the dealer. If, for some reason,

financing is not available locally, it must be supplied
by the manufacturer.

Finally, I would like to say this: I do not think, as
some people seemingly do, that we are on the brink of

any serious depression. On the other hand, I do not
think business generally can maintain the extremely
high levels it has achieved during the past few years

during 1954. All in all, I believe 1954 will be a good
year, but not one without its problems.
The job that lies ahead will involve every segment of

our economic life—government, unions, farmers, and
businessmen. Eqch must work at their problems co¬

operatively, earnestly, and with good will, each trying
its best to find solutions which will work and which

will be as fair as possible to everyone concerned.
I don't think that will hurt any of us. That's the

way we usually make progress in this country—by mak¬
ing a common attack on our problems and by everyone

approaching them with some willingness to give on his
own part. If we do that, the future looks good to me.
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L. F. McCollum

L. F. McCOLLUM

President, Continental Oil Co.
*

The year 1953 completes a quarter of a" century during
Which the demand for petroleum and its products in¬
creased at an average rate of better than 6% per annum.
In the postwar era, thp average ratei of increase was
better than 6%% per annum. There
are but? & ~few ,md^ •

country Hhat haVe enjoyed a growth
factor of this magnitude over a long^
period of time and that have been
relatively immune to the fluctuations
in the business cycle.
; The long range outlook for the
petroleum industry ^ continues to be
good.1 The dynamic nature of our

economy requires consistently in¬
creasing volumes of energy fuels,
and petroleum is indispensable in
the pattern of this nation's energy

requirements. The demand for petro¬
leum and its products will continue
to grow irrespective of the interme¬
diate fluctuations in general busi¬
ness conditions. However, the rate of growth may not
necessarily be quite as high as the one we have wit¬
nessed during the past 25 years.

; As petroleum is a most valuable and irreplaceable
•natural resource, it is of great importance to the indus¬
try and to the nation as a whole that it be not wasted.
Tremendous strides have been made in the conservation
-of oil and natural gas at production levels, but this is not
where conservation should end. Petroleum products are

.bulky, inflammable and subject to high evaporation

.losses. Above-ground inventories which are substan¬
tially in excess of current requirements represent a

wasteful practice from both an operating and economic
viewpoint.
» As we enter the new year, the petroleum industry is
•faced with one of the recurring periods of over-supply
•'in crude oil and refined products, particularly in gaso¬

line and distillate fuels. The over-accumulation of in¬
ventories in the latter two products was caused by a

-level of refinery operations which, since the early sum¬

mer of this year, have been consistently in excess of
'current and foreseeable future requirements. Prompt
.corrective action is needed and such action can be taken

'only if each refinery operator, large and small, takes an

-appraisal of his levels of stocks in relation to a carefully
. weighed and realistic forecast of future sales. 'The in¬

dustry should become fully cognizant of the fact that

\vith the standby facilities built up in the refining end,
greater flexibility of operations and improved transpor¬
tation facilities, there is no longer any need for carrying
•Inventories of the magnitude considered necessary in the
4;past.
• Conditions of over-supply have occurred in the petro¬
leum industry from time to time ahd have been always
' remedied through constructive approach to the problem

by the many units which comprise the industry. It is
only through -such action that the present problem,
which is clearly of a transitory nature, can be solved.
Self-imposed restraints on the part of both refinery

operators and companies importing crude oil are the key
to the problem. In the long run, these measures are in¬
dispensable to prevent waste and to assure this nation
an adequate supply of petroleum and its products at all
times. 1 . , ■

thoMas f. McCarthy
President, Austin, Nichols & Co. Inc.

|

It is my belief the outlook for the liquor industry in
1954 is somewhat a complex one. The entire industry is
retarded by a fantastically high Federal tax, $10.50 per

proof gallon, on top "of which there are state taxes which
average over $1.50 a gallon. Under
the present law the Federal tax is
scheduled to be reduced $1.50 on

April 1, 1954, but the remaining
$9.00, which was the World War II
war time peak, is far too high. It is
hoped that Congress will soon see
fit to put this tax back to a reason¬
able level.
In the distilling and importing cat-

gory I believe the new year should
be as good or better than last. At
the distillers' level inventories are

in a little better balance and the big
productions at the beginning of the
Korean war have been offset by
sharp curtailments since. The im¬
porters look forward to a little more

, plentiful supply of Scotch Whisky with their other mar¬
kets remaining about the same.

The wholesale distributor appears to be the worst off
He is faced with rising costs and fixed mark-ups. There
is very little disposition on the part of his supplier to
increase his mark-ups as there is a very natural reluct¬
ance to price increases so he must turn to attempting
more efficient operation to end up in the black.
. Because of the extraordinarily high taxes levied on

liquor, the prosperity of the entire industry is dependent
upon continued good times as I believe there is no truth
in the theory of some people that Americans would
rather drink than eat. The minute their standard of

living is affected they will change, their drinking habits.
The excessively high tax has encouraged bootlegging

to a marked degree and it appears to be on the increase.
In the government's fiscal year ending June 30, 1953,
10,697 stills were seized and the indications are that this
number will be increased for the year ending June 30,
1954. There does not appear to be any reasonable basis
for estimating how many stills defy detection but it is
very safe to say that the illegal liquor traffic is cutting
.sharply into the legal liquor business.

Thomas F. McCarthy

Douglas McKay

HON. DOUGLAS McKAY

Secretary of the Interior

I believe that 1954 will be a year of substantial prog¬
ress in developing the Nation's natural resources to meet
the needs of the American people.
In its first year in office, the Eisenhower Administra¬

tion has established vital new guide
lines for carrying out this crucial
task in accord with the teamwork

concept that underlies' its principal
programs.
The key to this new approach in

the resources area is the recognition
that the sound development of our
natural resources is not a task for
the Department of the Interior alone.
We can succeed in it only through
a program of genuine cooperation in
which Federal agencies, state and
local agencies, and free enterprise
work together, each performing the
function for which it is best fitted.
The Department's power policy is

a case in point.
For two decades, the Federal Government through

loose interpretation of existing laws has emphasized de¬
velopment of hydro-electric resources rather than recla¬
mation of arid and semi-arid land.

Congress had laid down specific ground rules for dis¬
posal of electric power produced as an integral or
necessary part of major reclamation development. The
Department is charged by law to market the power thus
created. The first general rule directs the Department
to distribute the power "for the benefit of the general
public and particularly for domestic and rural consum¬
ers." The second Specifies that public bodies and co¬
operatives shall be given preference and priority in the
sale of power. The Department will exert every effort
to assure

, that this mandate is followed and that these
customers receive the preference the law provides.
It also recognizes that the Federal Government does

not have the exclusive right to construct multiple pur¬

pose dams, to generate power, or to transmit electric
„ energy in any area. We recognize that there is a definite
place and, indeed, the necessity for both public and pri¬
vate development of power.
We are also determined that there shall be no pause

in the continuing task of reclamation. Witness the De¬
partment's approval of the billion-dollar Upper Colorado
Water Storage project which will contribute vitally to
the economic future of five important Western States.
Here is a project too large for any one of the five States
or any of their political subdivisions. In this case and
in similar instances where the national welfare is best
served, the Department will actively espouse develop¬
ment.

During 1954, for example, four hydro-electric projects
will bring in 189,083 kilowatts and over 400,000 acres

will be reclaimed for productive use.

One paramount thought will be kept constantly before
the Department, Conservation should not be interpreted
as locking up the resources of the country. They must

Continued on page 80

NASD District 13
'

Elects New Officers
* Earl K. ;Bassett, of W: E. Hutton
„& Co., has been elected chairman
,of the District No. 13 Committee
Iof-the National Association of Se-

i curifies Dealers, Inc., it has been
„ announced. Harold H. took, of
. Spencer. Trask & Company, was
1 elected "Vice-Chairman of the

Committee. The District No. 13

Committee of the NASD serves all
its members in the:States of New

York, New Jersey and- Connecti-
xut.

.

With State Bond & Mtge.
(Special to The Financial Chronicle)

NEW ULM, Minn.—Carlyle A.
Olson has been added to the staff
of State,Bond & Mortgage Co.,
•28 North "Minnesota Street.

or a

*: ~ i C"

D R E D G I N G
Filling, Land Reclamation,

Canals and Port Works
River and Harbor Improvements, Deep Waterways

and Ship Channels

We are equipped to execute all kinds of dredging, reclama¬
tion and port work anywhere in the United States

Contractors to the Federal Government

Correspondence invited from Corporate and Private
Interests Everywhere

Longest Experience

Atlantic, Gulf and Pacific Co.
NEW YORK 38

15 Park Row

BArclay 7-8370

HOUSTON 2, TEXAS
Citizens State Bank Bldg.

Charter 6091

AGE offers you a choice of 2290 communities

in Michigan, Indiana, Ohio, West Virginia,

Virginia, Kentucky, and Tennessee.

• L. L. DAVIS, Manager

Division of

Area Development

Write in confidence for data on plant sites or
available industrial space. Our detailed reply
will include eight-color map showing power

lines and natural resources.

American Gas and Electric Company
30 Church Street, New York 8, N.Y. COrtlandt 7-5920
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Max McGraw

Continued from page 79
be used wisely so that the greatest good will accrue to
the greatest number. ' ,

■

Substantial progress toward this goal will be our aim
in 1954.

. MAX McGRAW

; President, McGraw Electric Company
In spite of the fairly common assumption that 1954

will be marked by a slight down-trend in America's
general prosperity curve, I fail to detect any indications,
that business in most fields will be seriously affected.
I also believe that the mere \ possi¬
bility of a down-trend here or there
will have a stimulating effect on

many businesses and help them to
bold level with 1953 or even move
ahead.
In our own case, we are fortunate

in having a constantly growing mar-
bet for the electric light and power

equipment that we manufacture for
utilities and industries. Here there
is no let-up in sight. ' In the last
10 years, the electrical industry has
doubled the growth rate of industry
in .general and should do so again in
Hie decade to come. Current con¬

sumption in the1 average home is
■twice what it was in 1944, and the
building of new homes at an unprecedened rate keeps
adding to this potential. V

i ' In the field of electrical appliances, where our com¬
pany also operates, the National Electrical Manufacturers
Association anticipates a drop of 5% in 1954 dollar vol¬
ume below the all-time 1953 high. That must be taken
into account, but I don't think that any progressive, ag¬
gressive manufacturer need accept this as applying to
bis own business—and we certainly don't consider our¬
selves bound by it.
We are aware that 1953 sales in many lines like ours

were benefited by the tendency of wholesalers, retailers,
and consumers to accept goods on the basis of avail¬
ability first and quality second. But now we are pre¬
pared for more selective buying. Anticipating this
reversal, much of our effort in the past year has been
devoted to product improvement and new-product de¬
velopment, to satisfy the keener scrutiny of the 1954
consumer. We believe that this program will pay off in
sustained sales of high-quality products, and we foresee
no major threats of material shortages that might inter¬
fere with consistent progress.

JOHN E. McKEEN

President, Chas. Pfizer & Co., Inc.

The outlook for chemicals and pharmaceuticals in
J954 is related to but somewhat more optimistic than
-the outlook for general economic activity.
The U. S. economy has already entered a period of

readjustment toward lower levels of
activity and this movement will
probably continue throughout most
of 1954. Significant indicators of
this shift are the cutbacks in steel
and automobile production and
heavy - inventory accumulations of
some durable goods. Economists re¬

port that readjustment in the pri¬
mary materials and in hard goods
will later extend to some other lines
of activity with the net result that
prices and total economic activity
in 1954 will be somewhat lower than
in 1953 — about 7%. \

Our industry is less responsive to
economic fluctuations and less likely
to turn downward for two major

reasons. The first of these is that we are an expanding
industry geared to provide new, better, and cheaper
products to satisfy well-demonstrated human needs. The
second is that expenditures for food and medical care
are inherently more stable than expenditures for such
tilings as construction and consumer durables. We thus
expect that domestic demand for the products we manu¬

facture will continue to be relatively stable and may not
decrease during 1954. Foreign markets will continue
to be good outlets although recession in foreign trade
and decreased dollar earnings of foreign countries may

prove troublesome;
Pharmaceuticals and food enrichment products will

continue to expand in the near future. Domestic capac¬

ity has not increased greatly in 1953 and we do not

anticipate any large increases during 1954, but foreign

producers are increasing their capacity to an extent

which may provide significant competition.
We are highly optimistic regarding the long-term out¬

look for our industry for its growth is rooted in the

basic needs of people. Population growth alone would

be sufficient to assure very substantial growth in our

Industry during the next 25 years. We anticipate, how¬
ever, that per capita demand for our products will also
increase. The reasons- for this are that we expect the

age and income composition of the population in the

United States to continue its present trends and expect
medical research to uncover new and greater needs for

treatments. We expect that the foreign .market will

continue to expand as world production and living
standards increase.

John £. McKeen

Philip M. McKenna

PHILIP M. McKENNA

President, Kennametal Inc.

. Man's control over natural environment has always
depended upon the tools at his command. The stone age,
bronze age, and iron age each made its contributions to
human welfare. Tungsten carbide tool metal was intro¬
duced in 1928. Enlargement of its
scope of use, begun in 1938 to include
the machining of steel — in many
cases at three-fold the previous out¬
put per man and machine—greatly
improved American capacity to pro¬
duce equipment and machinery dur¬
ing peace time, and weapons in time
of war.
But such a radical improvement in

tool material takes decades to pene¬
trate the thinking of artisans and
engineers, and much longer to infil¬
trate into the minds of generals and
political authorities. For centuries
the bronze knife was modeled after
the familiar knife of1 chipped and
polished flint. It was probably cast
in a sand mold wtih the old stone knife as a pattern. Only
slowly were the implements redesigned to take advan¬
tage of the physical properties of the new tool material,
bronze—for greater effectiveness in use.
Then, as during 1953, prospects for improvement de¬

pended upon incentive and freedom of < mind of many
persons to attempt to improve their circumstances. Over-
organization is the enemy of progress. The Cutlers
Guild in Sheffield, England, actually petitioned Par¬
liament about 1775 to forbid the export of crucible steel
because its inventor Huntsman—when he found it could
not be sold to Bris :>1 cutlers—was harming their trade
by selling the metal to France, where it was made into
cutlery and Subsequently resold in England. Guild
spokesmen said that crucible steel was too hard and,
besides, made their practices obsolete.
In 1953 political authority continued to obstruct prog¬

ress by weakening the means and incentive for the
growth of new industry by continuation of the Excess
Profits Tax, which automatically sought out any busi¬
nesses which had shown their economic utility and de¬
prived them of financial means to extend their good
work. It might better have been called the "Efficiency
Penalty Tax." Especially when coupled with inflation
of credit and currency, made possible by lack of the gold
standard, the hand of government was extremely heavy
in the application of such selective taxation.
Prospects for 1954 can be good or bad, depending

upon whether the American people move towards free¬
dom and liberty, or towards more government—under
the'umbrella of "Administrative Law." Natural instinct
for workmanship and invention is still very strong in
some Americans. Centers of initiative exist which will,
if permitted, design and sell tools, equipment, and de¬
vices undreamed of by others. They can do it by utiliza¬
tion of today's new tool metals, which are hard, strong,
and corrosion-resistant beyond the range of steel. But
the attainment of success of such implements will re¬
quire both judgment and knowledge as well as imagina¬
tion. It will be risky to those who back such innovations.
But out of the successes may come great value. That has
already happened when metal-cutting tools of suitable
design have been provided during the past .20 years; and
progress continues.
Oil well drilling is already being handled with tung¬

sten carbide drills. Coal cutting machines are fitted with
carbide-tipped bits, making such equipment increasingly
profitable because they may be kept at work with fewer
interruptions required for changing bits. Pump valves
and parts, both in the oil industry and in the pumping of
water or abrasive or corrosive sludges, will be in increas¬
ing demand as designers learn how to take full advantage
of the better tungsten carbide metal.
Milling of ores, pulverizing and conveying of miner¬

als, and molding of ceramics can benefit in 1954 from
the use of equipment having critical parts made of long-
lasting tungsten carbide. Woodworking, especially of
plywood, artificial lumber and asbestos should find in¬
creasing use for tungsten carbide tooling in fabrication
and cutting. Nozzles and pressure tubes of tungsten car¬

bide will continue to grow in favor.

Heat-resisting titanium carbide alloys have vast fields
of potential application of which only the fringes have
to date been touched. Tungsten carbide inserts have pro¬

vided wear plates under valve tappets in truck engines,
and in critical wear areas of all types of industrial ma¬
chines and equipment. Encouraging progress has been
made in high-temperature experiments with applications
for aircraft engine parts and gas turbines. Constant re¬
search and experimentation are currently under way in
exploring many other commercial uses throughout the
steel, chemical and most every other type of industry.

C. B. MeMANUS i

C. B. McManus

President, The Southern Company

In the Southeast we face the coming year with confi¬
dence. Any business recession which occurs is expected
to consist of a slowing of our rate of growth rather than
of a decline from the record levels of 1953. The oper¬

ating units of The Southern Com¬
pany group provide electric service
throughout most of Georgia and Ala¬
bama and parts of Florida and Mis¬
sissippi. The areas served by these
companies comprise approximately
100,000 square miles and include
more than 1,200,000 electric con¬
sumers. Since the use of electric

power is a necessity in every manu¬

facturing plant and every business
establishment, our own forecast of
power requirements for 1954 may be
of interest as an indication of eco¬

nomic conditions in our service area.

Total industrial sales are expected
to show a slight increase in 1954 as

compared with 1953, averaging about
3%%. However, it should be| remembered that 1953 was
the largest year in history and that 1954 is expected to
exceed the record level of 1953. % -

Since the end of World War II the Southeast has en¬

gaged in a period of very rapid industrial expansion as
compared with many other sections of the country. Our
manufacturing plants are relatively new and efficient,
and it is believed that they are in a better position to
maintain their operation in the face declining indus¬
trial activity. „ \ . : ? ,

The use of electricity by commercial customers, com¬
prising wholesale and retail business establishments,
service businesses and small processing plants, is esti¬
mated to be about 9% ahead of 1953. The use of elec¬
tricity by residential customers, a measure of the stand¬
ard of living of a section, is expected to be up by more
than 10%. The number of residential customers should
increase by about 38,000, or 4%. An estimated net in¬
crease of more than 80 in the number of industries
served will help to sustain overall industrial production
and the use of power in industry, as well as the eco¬
nomic well-being of the region. There is expected to be
a small increase also in the number of commercial es¬
tablishments.
The four operating companies will put into operation

during 1954, 450,000 kw of new steam generating capac¬

ity to meet the growing power requirements of our area.
This figure indicates our confidence in the continued
expansion of business and industry not only in 1954 but
in the years ahead.

CRANDALL MELVIN

President, The Merchants National Bank & Trust Co.
of Syracuse, New York

The predictions of Mr. Colin Clark concerning the
probable illness of the American economy in 1954 are
too pessimistic. This eminent Australian economist has
stated that by mid-1954 business activity in America

will be at a level equal to the lowest
point reached in 1949. Op the Fed¬
eral Reserve Board's newly revised
index of industrial production that
would be equivalent to a decline of
nearly 30%. On the other hand, I
do not agree with the sanguine pre¬

dictions of those who say 1954 will
be as good as 1953.
Everyone has tried to find some

fool-proof method of forecasting;
business activity. One such thor¬
ough-going ^Judy was that of the-
National Bureau of Economic Re¬
search which examined over 800'
individual economic series in an at¬

tempt to find one whose changes
would forecast changes in business

cator. It was interesting to note, however, that last
fall six of their eight best forecasting indicators were
trending downward.
For 1954 it seems to me there are at least five favor¬

able factors to note:

First, the Federal Government through the Federal
Reserve System has reversed its earlier policy and has
been easing credit both by lowering bank reserve re¬
quirements and by purchasing government bonds in the
open market. I feel the government will continue a
flexible policy with both its monetary and fiscal tools
to prevent or alleviate any recession. It must do this
for both domestic and international considerations.

Second, population increased in the United States by
a net amount of 2.7 million during 1953. Our birth rate
of about 24 births per thousand of population compares
with France's 19.2, Great Britain's and Western Ger¬
many's 15.7 and with India's 26.8. This population
growth portends expanding business activity.

Third, the expiration on Jan. 1 of the excess profits
tax and the recent reduction in personal income taxes
will deprive the government of about $5 billion in rev¬
enues during 1954. This sum will act as a stimulant to
our economy.

Fourth, a good many adjustments have already taken

place in our economy. The prices of lead, zinc and

copper did not go down together. Perhaps the price

adjustments, of lead and zixc have already largely taken

place whereas the copper adjustment may still lie ahead*
Other industries such as textiles and agricultural equip*

Crandall Melvin

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



Volume 179 Number 5292 . . . The Commercial and. Financial Chronicle (333) 81

ment could be mentioned. The staggering of our indi¬
vidual adjustments means ah easier'transition; *"" •
. Fifth, business expenditures for,new plant and equip¬
ment may be expected to hold up well in 1954 with per¬

haps a decline of only about 4%. This is an important
prop to our economy. Such expenditures for the first
quarter of 1954 are estimated by the Department of
Commerce to surpass those for the first equarter of 1953.
Also I feel residential construction will hold up well.
Of course, there are also unfavorable factors for 1954.

There are the problems of business inventories, the de¬
cline in defense expenditures, the decline in the demand
for consumer durables, such as for automobiles, the
leveling off in consumer credit, etc.

But perhaps of equal importance in judging 1954 is
that vast area of imponderables: what will develop in
the international situation, what will public psychology
be on such things as saving versus spending, what will

Congress do on foreign trade, taxes, Taft-Hartley, etc.
On balance, I feel business in 1954 will be good by all

normal standards but will be less than 1953.

B. II. MERCER

Presdent, Fidelity & Deposit Co. of Maryland,
Baltimore, Md. H

While we write some casualty business, my com¬
ments regarding the outlook for 1954 should, I believe,
be limited to fidelity and surety bonds—the lines in
which we have specialized for many years. The cover¬

ages provided by our industry aie

very closely integrated with the fi¬
nancial, commercial, and even the
governmental activities of our coun¬
try. Thus it would seem that the
slight recession or downturn in
general business activity which
many economists are predicting for
1954 should adversely affect our

premium volume in that year. In
my opinion, the facts do not justify
this conclusion.

In the fidelity bond field,
1954 is the anniversary year of a

large number of three-year term
risks. This alone should substan/^>i
tially increase the 1954 premiupa7
volume in that line, perhaps by as
much as 40%. This might be termed a purely cyclical

increase, but there is also good reason to anticipate in-r
creased sales of fidelity bonds, more generally known
as dishonesty insurance. The losses on this line have
been mounting steadily.. During the last three years for
which complete figures are available, the leading writ¬
ers of this coverage paid losses of' approximately $75,-

000,000, and it is estimated that the "uninsured" Tosses
were perhaps 10 times [that amount. Although many
of these losses do not "make the headlines," business

leaders generally are becoming more aware that em¬

B. H. Mercer

ployee dishonesty is a real hazard and are insuring
agaip§t it or increasing existing coverages >yhich seerri
inadequate in amount.
In the field of surety bonds, those guaranteeing per¬

formance of contracts produce a very high percentage
of our premium volume. While some curtailment of
residential building and defense contracts seems in¬
evitable, there is every reason to believe that public
works construction generally, including Federal, should
continue through 1954 at the high levels which prevailed
last year. Thus our premium volume on bonds covering
such contracts should likewise be maintained.

To summarize, if there is no major change in the in¬
ternational situation or our domestic economy, fidelity

writings should increase. Surety premiums should
about equal those of 1953. Profits are difficult to pre¬
dict because so many factors are involved. Keener

competition within our industry and among our clients
seems a certainty. We must maintain high underwrit¬
ing standards and at the same time give even better
service to agents and assureds. That is 1954's challenge
to our organization and to every member of our in¬
dustry.

CLIFFORD W. MICHEL

President, Dome Mines Limited

In the vigorous, expanding economies that the two
countries on the North American continent have enjoyed
for over 10 years, the commentator on the outlook for
the particular industry that represents his trade has
generally and properly been able to
express each year an optimistic be¬
lief in further expansion of produc¬
tion and profits for the year ahead.
In that same period the Canadian
gold miner, unless he were merely
whistling as he passed the grave¬
yard, could only express the view
that the immediate future for his
industry was drab.
This pessimistic point of view,

forced upon the industry by condi¬
tions beyond its control, resulted
from two factors, namely: the costs
of production, as that of all industry,
were spiraling upward; while the
price received for the gold produced
in Canada was declining by more Clifford w. Michel
than 10% in a decade. To cite a few figures of the trend
that would make any businessman despair, I refer to
some statistics prepared by the Ontaria Mining Associa¬
tion for gold mines operating in that Province. From
1.940 to 1952 the cost of producing an ounce of gold by
those mines has increased from an average of $19.77

per ounce to $30.69, and will probably be slightly higher
in 1953. In the same period the price received from the
Mint has declined from $38.50 per ounce to approxi¬

mately $34.22, or $4.28 per ounce less, reflecting the

change of position of the Canadian dollar from that of
a 10% discount versus the U. S. dollar to a premium of
3%. Iri short, a total of $15.20 per ounce has been takqn
out of the operating profit margin of the average mine.
This is approximately 45% of the selling price received
in the last week of 1953. It is little wonder that the
Canadian gold producers have dwindled in number to
54 from 144, and that all production of gold in 1953 will
be little more than 4,000,000 ounces, as against 5,300,000
ounces at its peak. Proportionately, the decline in divi¬
dends is naturally greater, the aggregate of which will
be about $17,000,000 in 1953, as compared with a peak
figure of $46,000,000.
The reported operating results of the industry would

have been even less favorablejexcept for the Canadian
Government's assistance, colloquially known as "Cost
Aid." In 1953 the assistance, while varying between

mines, depending on their production costs, will prob¬
ably average $4.50 per ounce produced. This program,
will doubtless be continued by the government, not only
because it helps to keep open the frontiers of Canada,
but also because it provides gold and foreign exchange
reserves which could not otherwise be obtained for the
Canadian. Treasury. While these reserves are now at a
high figure of close to $2 billion, and the Canadian,
dollar itself is at a premium of close to 3% over the
United States dollar, additional gold is not immediately-
needed. But the Canadian trade balance with the United
States is currently unfavorable, and the premium en¬

joyed by their dollar is largely due to the inflow of
capital, a movement that could slow down or reverse
itself, if the Canadian capital expansion program were:
merely to pause. Hence, the continuance of government
aid, and the real possibility of a decline in the premiujg
of the Canadian dollar, are factors that will prove help¬
ful in keeping the Canadian gold mining industry alive.
The rash of strikes called by the CIO in the Canadian

gold camps in 1953 will probably be settled by a very
moderate wage increase, following the pattern of the
Hollinger settlement. This further addition to operatingr
costs, however, should be compensated for by increased
labor efficiency and by the modest decline in material
costs that is taking place as the post-Korean inflation
changes to a period of ample supplies and falling raw
material prices.

Weighing all the factors, I should say that the outlook
for 1954 for the Canadian gold mining industry is neu¬

tral, and that overall operating results should not differ
materially from those of 1953, excluding, of course, from,
this comparison those mines whose earnings were elimi¬
nated by virtue of the 1953 strikes. While no dynamic
factor, such as a unilateral increase by the U. S. Gov¬
ernment of the price of gold appears to be developing
in the near future, the industry will, as our Company-

will, continue to look for new mineral deposits to replace-
those which are currently being mined.

Continued on page 82

Whitman V.-P. of

Lyons & Shaffo, Inc.
G. Philip Whitman of Stamford,

Conn., was recently appointed
Vice-President of Lyons & Shafto,
Inc., of New York, Hartford and
B o s to n. He' '

will be asso¬

ciated with

the New York

office, 115
Broadway.
A graduate

of Boston Uni¬

versity, "class
of 1935, Mr.
Whitman has

worked in

the municipal
bond field for

many .years.

During World
War II, he G". Pniiip Whitman
served as an

infantry Captain with the 94th
Division. He was awarded the

Purple Heart and Two Bronze
Stars for valor in combat.

Mr. Whitman is a member of

the Ancient & Honorable Artil¬

lery Company of Boston; Reserve
Officers Association and the Bos¬

ton University Alumni Club ,of
Hartford, Conn.

Burke & MacDonald Adds
(Special to The Financial Chronicle)

KANSAS CITY, Mo.—Mary J.
O Banion has been added to the

staff of Bruke & MacDonald, 17
East 10th Street. .. . ,
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A *200,000,000 BANK
with fourteen branches in twelve

Connecticut cities and towns. Each

with complete and unexcelled serv¬

ice for banks, business, individuals

and farmers.

John B. Byrne
Chairman of the Board

Lester E. Shippee
President
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760 Main Street, Hartford
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Continued from page 81

Don G. Mitchell

DON G. MITCHELL
Chairman of the Board,

Sylvania Electric Products, Inc.
Fears of a business "recession" as expressed by some

economists, or any business slump more severe than a
"mild readjustment" are not justified.
I firmly support the Administration's view that the

economy is merly in the midst of a
minor adjustment, a tapering off to
lower prices and far healthier levels
of production.
In the electronics industry particu¬

larly, 1954 will be an excellent year
with intense competition, which is
far healthier for the entire economy
than the sellers' market which we
have had for entirely too long.
Estimates of TV set sales to the

public in 1954 by the entire industry
range from as low as 5,000,000 to as
high as 6,500,000, which would equal
the record established in 1953. That
figure of 6,500,000 is actually a goal,
or an optimistic probability, and
there is some question as to whether

it can possibly be reached. But the fact that some re¬
sponsible persons in the industry think it might be done
is cause for optimism in itself.
The fact that color TV field tests and demonstrations

of experimental models are currently widespread, empha¬
sizes the continuing responsibility of the entire industry
to keep the buying public fully informed on the availa¬
bility of color sets. The consumer must have all the
facts upon which to base his decision. Quite frankly, I
sincerely advise anyone who is contemplating buying
l^s first set, or replacing an obsolete one, not to wait
but to buy a black-and-white receiver today. Extremely
few color sets will be available this year, and they will
cost between $800 and $1,000.
The entire television industry deserves strongest praise

for its cooperative role in obtaining FCC approval of
color TV. The work of the National Television Systems
Committee, comprised of technical representatives of
TV manufacturers, was vital to the development of the
compatible system, and without this committee, we
would not have approved color standards today.
There are about 26 million television sets in use today,

but this is only the beginning. Within a few years, no
more than a decade, television will be as universal as

radio, which will mean some 60 million sets in use in
American homes. Assuming that a TV set wears out in
about eight years, the long-term demand should be
between 7,%. and nine million sets annually.
The growth of the use of electronic devices and equip¬

ment in industry has been gradual but is now hitting an
accelerated pace, There are really no limits to what
electronics can do, and technical advances are so rapid
that every day some new way is discovered to use elec¬
tronics to reduce costs and improve products. But the
surface has barely been scratched. Tremendous oppor¬
tunities lie ahead, both for the electronics manufacturers
and the users of their products.
It is entirely possible that the sale of electronic prod¬

ucts to industry and commerce will increase so rapidly
that within a few years the total will exceed $1 billion.
I have in mind such applications as closed circuit tele¬
vision for industry and schools; high-speed business com¬
munications; automatic factories; automatic control of
automobile steering apparatus; private telephone-tele-
vision communication; electronically-controlled home
appliances; electronically-operated windows and doors;
steadily improved navigational systems for aircraft and
ships; satellite television, bringing TV to remote areas;
«&d many others. 1

HON. JAMES P. MITCHELL

Secretary of Labor

As we enter 1954, there are many inc. jations that our
economy is in a condition favoring steady, healthy
growth. In my opinion, people can be confident of the
future stability of the value of their savings and earn¬

ings. Surveys indicate that business
plans to continue to invest at high
levels in 1954, while markets for
consumer goods and services should
also be active.

Employment and purchasing power
are at high levels. Consumer spend¬
ing and business outlays for plant
and equipment have continued firm
at very high levels, although there
has been some decline in expendi¬
tures for business inventories since
the second quarter.
In recent months there has been

some slackening in employment and
production from the abnormally
high levels of the first half of 1953.
For the year as a whole, Americans
of working age continued to be employed in record
numbers and unemployment on a nationwide , basis
dropped to peacetime lows. Most of these employment
gains were achieved in the earlier half of the year when
the economy continued the sharp rise which began in
late 1952. Factory employment, in particular, declined
jnoderately after mid-1953, particularly in the metal
working industries, and overtime slackened somewhat.

Nevertheless, as of the year's end, factory employment
Remained close to the postwar peak for the month, at
16.4 million, and the factory work-week was still sched¬

James P. Mitchell

uled above 40 hours in most industry groups, indicating
that overtime work was still widespread although, less -

prevalent than earlier in the year.
Employment in non-manufacturing industries con¬

tinued strong throughout the year, as a result of record
construction outlays, a continued heavy volume of trade
and substantial increases by State and local govern¬
ments, especially for teachers. The only major groups
showing significant year-to-year declines were bitu¬
minous coal mining and the Federal Government.
The Administration's labor-management relations pol¬

icy has brought about more genuine collective bargainr-
ing in 1953. Management and labor have worked out
their labor relations issues with smaller losses of man-
hours than in 1952. This is in a large measure due to the
climate created by the Administration's policy of leaving
to labor and management the solution of their own labor
relations problems. • 7. .

The basic change which has taken place stems from
the fact that supply in practically every field is adequate
for demand. This is a relatively new situation, but it
is part and parcel of an economy of abundance. *
Investment in plant facilities, machinery, and con¬

struction activity as a whole reached record levels this
year. Surveys of backlogs of needs and of actual com-
''mitments already made for 1954 have been made by
analysts both in my department and in the Department
of Commerce, and also by private economists. It appears
that in 1954 investment ontlays for construction, and for
capital equipment, will, in most cases, be very, close to •
the 1953 figures and better than in any year prior to
1953. Expenditures for construction and machinery gen¬
erate economic activity and employment down a long
chain.' ■. ,;, .; 7. . 7. -.;"7 : V 77V,-' 777
In yet another area, Government procurement, there

have been too many headlines heralding a decline in
defense production and not enough recognition that the
total of defense expenditures will still be higher than *

in any earlier postwar year. In the aircraft industry,
for instance, employment has recently reached a post-
World War II peak. Our best information is that em¬
ployment in the industry is due for some readjustment,,
but a substantial decline is not now in prospect for1954.
Some plants will, of course, be hit harder than others,
and some may not even feel the reduction.
Consumers' expenditures represent, of course, the

largest by far of all the economic forces, accounting for
nearly %s of our total output. 7 v . <
The tone of consumer demand, according to all re¬

ports, continues strong. Purchasing power is at peak
levels, with real per capita disposable income 2% higher
this year than the peaks reached-in 1952. Wage rates
continued to rise throughout the year. -JThe average
hourly earnings of the average factory worker rose by
about 6 cents between January and December, reaching
a record of $1.79. Savings, too, have continued to rise at
a record pace this year.
In effect, the competitive system is again in, full

swing. The buyer can now exercise discrimination in
his purchases and seek to get moie for his dollar. The
result can well be better values via closer scrutiny of
costs and prices. '
It is worth bearing in mind in times such as these that

growth is never a straight line upward at a steady pace,
whether it be in the case of a child or in the case of the
most complex economy the world has ever known. The
line of growth, examined in the perspective of years,
is a jagged one-4some rapid ascents, some downturns,
some plateaus and some valleys. The present dip from
last spring's peaks still leaves us on a very high plateau.;
It also leaves us in a position for sound economic '■
growth. ' ' \ „ • ;v "»• K, ; •v-

R. W. MOORE

President, Canada Dry Ginger Ale, Inc.
The soft drink industry, which last year achieved the

rank of a billion dollar industry, may be expected to
continue its growth during the next 12 months. Events
of the past year, in fact, indicate that it will be an in-
dustry to watch. To evaluate its , .

*

present status, one must first go back
a few years, to the period of hesita¬
tion when the beverage industry was

being squeezed by rising costs, yet
was reluctant to take price action to
preserve its economic wellbeing.
Correction of this situation over a

period of time, particularly during
the past year, has been the key
factor in bringing the industry to a
new level of prosperity. With this
has come an optimism which is re- t

fleeted in efforts to * develop new

products, new forms of packaging,
and expansion of markets.
The widespread experimentation

in non-returnable containers, both
cans and bottles, which many beverage companies are
now engaged in, is an indication of the industry's healthy
outlook. - As these packages are proven economically
feasible, they may lead to wider distribution of our
product as well as to new methods of merchandising.
Also the introduction of. sugar-free or dietetic beverages
has tapped a new market among consumers who were
not previously customers for our - product. Properly
approached, this market can be developed as an adjunct
to the sugar-containing beverages,, which themselves
show no signs of reaching a plateau of demand.
As nearly as any industry can be, the soft drink in¬

dustry can be classed as depression-resisting. This,
coupled with the steady rise in per capita consumption as
well as in national population, indicates that our pros¬
pects for another year of increased sales are highly

R. W. Moore

E. W. Morehouse

favorable. ,For the national francise brands, 'another
favorable note is the continuing trend on the part of
both bottlers and consumers toward acceptance of nam?
brands.
We at Canada Dry expect a considerable increase- in

the number of bottlers producing our beverages during
the year ahead. This in turn means that a substantial
investment will be made by these independent bottlers.
Further, a fair number of our existing bottlers definitely
plan to build new and larger plants, while we ourselves
plan to construct two large plants to replace several
which we have outgrown. I am sure that Canada Dry
and its bottlers are not the only ones in the field to give
•this tangible expression to our confidence in the future
•profit potential of the soft drink industry.

E. W. MOREHOUSE

Vice-President, General Public Utilities Corporation -

„. The present outlook in the service territory of the
domestic electric power companies in the GPU systeip
is for a dip in the rate of increase in 1954 compared
With the year 1953. We now expect the rate of increase
in 1954 to be slightly less than the
actual rate of increase of gross rev¬
enue so far in 1953 and about two-
thirds of what a year ago had been
forecasted for 1953 compared with
1952. This outlook reflects some

tapering off in industrial activity al¬
though over-all sales.and revenues

will* still increase although • at a
lesser rate. 7 ... •.- r .*• « - ...

This somewhat-smaller rate of in¬
crease is .not expected to result in
any decline in net earnings, however,
»as additional economies' will7 be real¬
ized, in d954

„ from- new /and. .more
efficient plant facilities brought into
service^ during the year just past
and in the year ahead.

- The electric utility industry, of course,, mirrors what
is happening generally in the communities served. - •.

CLYDE B. MORGAN

President, Rayonier Inc. \

The outlook for continuing high sales of chemical
'cellulose to domestic customers at this time appears

good. Overseas markets look equally bright from
Hayonier's position. Exports of all types of chemical

cellulose registered an increase of
100% for the second half of 1953 as

compared with the same 1952 period.
This represented 16% of total ship¬
ments for this period, approaching
Rayonier's anticipation' of 20% of
production for overseas chemical
cellulose users.

Rayonier's optimism for continued
expanding export markets for chem-

. ical cellulose is based upon several
visible factors: foremost is the accel¬
erated rehabilitation and reviltaliza-

7 tion of cellulose-using industries in
E'urope and Japan, now being felt
in cellulose-producing countries. The
U. S. A. has increased chemical cel¬
lulose production over 273% since

1935, the year' marking the introduction of the first
specific type of chemical cellulose produced for a specific'
product other than rayon. For 1953 the U. S. A. will
have produced more than 715,000 tons. This represents
nearly 50% of the free world's 1953 production."
Increased world demand - for chemical cellulose' can

best be satisfied by North American producers, as the
economic source for cellulose is trees. For only on the
North American Continent are trees economically re-

plenishable.
The rising acceptance of the cellulosics parallels recent

advances made in cellulose chemistry. There are the
new, improved chemical cellulose for such produpts as
tire cord, rayon, cellophane, film and the cellulose gums.
Superior tire cords and washable rayons with new high
tensile strengths are soon to become available through
the development of new cellulose types such as Rayo-
cord-X which make it possible to utilize the textile in¬
dustry's new high-stretch spinning techniques. This
forecasts new markets for chemical cellulose, as the cel-
lulosic fibers with their low costs may now invade the
sheeting, handkerchief, shirting and other soft goods
markets heretofore dominated by natural fibers.
There are indications Rayonier's policies of published

and stabilized pricing, regardless of market fluctuations
anywhere, are being adopted by cellulose producers out¬
side the I/. S. A. It has been Rayonier's contention that
cellulose-using industries profit from such supplier pol¬
icies. Price stability is an important sign of increasing
world-wide acceptance and demand for the cellulosics
and a strengthening of their market!
Sales of chemical cellulose to U. S. A. cellophane, tire

cord, plastics and film industries remained at a high
level during 1953 and the sales outlook for 1954 to do¬
mestic and overseas customers is attractive. Rayonier
does not foresee any price reductions in chemical cellu¬
lose at this time. Neither labor costs nor costs of services
and supplies essential to chemical cellulose production
have been reduced, and there are no indications that
these costs will decrease in 1954.

Now can we say that the U. S. A. consumption of
chemical cellulose will accelerate rapidly in 1954. A
"snow-balling" or "explosive" increase in its consump¬
tion for any specific product has been the industry's
history. Chemical cellulose growth has been remarkably

Clyde B. Morgan
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uled above 40 hours in most industry groups, indicating
that overtime work was still widespread although less
prevalent than earlier in the year. I
Employment in non-manufacturing industries con¬

tinued strong throughout the year, as a result of record
construction outlays, a continued heavy volume of trade
and substantial increases by State and local govern¬
ments, especially for teachers. . The only major groups
showing significant year-to-year declines were bitu¬
minous coal mining and the Federal Government.
The Administration's labor-management relations pol¬

icy has brought about more genuine collective bargain¬
ing in 1953. Management and labor have worked out
their labor relations issues with smaller losses of man-
hours than in 1952. This is in a large measure due to the
climate created by the Administration's policy of leaving
to labor and management the solution of their own labor
relations problems.
The basic change which has taken place stems from

the fact that supply in practically every field is adequate
for demand. This is a relatively new situation, but it
is part and parcel of an economy of abundance.
Investment in plant facilities, machinery^ and con¬

struction activity as a whole reached record levels this
year. Surveys of backlogs of needs and of actual com¬
mitments already made for 1954 have been made by
analysts both in my department and in the Department
of Commerce, and also by private economists. It appears
that in 1954 investment ontlays for construction, and for
capital equipment, will, in most cases, be very close to
the 1953 figures and better than in any year prior to
1953. Expenditures for construction and machinery gen¬
erate economic activity and employment down a long
chain.
In yet another area, Government procurement, there

have been too many headlines heralding a decline in
defense production and not enough recognition that the
total of defense expenditures will still be higher than
in any earlier postwar year. In the aircraft industry,
for instance, employment has recently reached a post-
World War II peak. Our best information is that em¬
ployment in the industry is due for some readjustment,
but a substantial decline is not now in prospect for 1954.
Some plants will, of course, be hit harder than others,
arid some may not even feel the reduction.
Consumers' expenditures represent, of course, the

largest by far of all the economic forces, accounting for
nearly 2/bs of our total output.
The tone of consumer demand, according to all re¬

ports, continues strong. Purchasing power is at peak
levels, with real per capita disposable income 2% higher
this year than the peaks reached'in 1952. Wage rates
continued to rise throughout the year. JThe average
hourly earnings of the average factory worker rose by
about 6 cents between January and December, reaching
a record of $1.79. Savings, too, have continued to rise at
a record pace this year.
In effect, the competitive system is again in full

swing. The buyer can now exercise discrimination in
his purchases and seek to get moie for his dollar. The
result can well be better values via closer scrutiny of
costs and prices.
It is worth bearing in mind in times sych as these that

growth is never a straight line upward at a steady pace,
whether it be in the case of a child or in the case of the
most complex economy the world has ever known. The
line of growth, examined in the perspective of years,
is a jagged one—some rapid ascents, some downturns,
some plateaus and some valleys. The present dip from
last spring's peaks still leaves us on a very high plateau.
It also leaves us in a position for sound economic
growth.

R. W. MOORE

President, Canada Dry Ginger Ale, Inc.
The soft drink industry, which last year achieved the

lank of a billion dollar industry, may be expected to
continue its growth during the next 12 months. Events
of the past year, in fact, indicate that it will be an in¬
dustry to watch. To evaluate its
present status, one must first go back
a few years, to the period of hesita¬
tion when the beverage industry was
being squeezed by rising costs, yet
was reluctant to take price action to
preserve its economic wellbeing.
Correction of 'this situation over a
period of time, particularly during
the past year, has been the key
factor in bringing the industry to a
new level of prosperity. With this
has come an optimism which is re¬
flected in efforts to develop new

products, new forms of packaging,
and expansion of markets.
The widespread experimentation

in non-returnable containers, both
cans and bottles, which many beverage companies are
now engaged in, is an indication of the industry's healthy
outlook. As these packages are proven economically
feasible, they may lead to wider distribution of our
product as well as to new methods of merchandising.
Also the introduction of sugar-free or dietetic beverages
has tapped a new market among consumers who were
not previously customers for our product. Properly
approached, this market can be developed as an adjunct
to the sugar-containing beverages, which themselves
show no signs of reaching a plateau of demapd.
As nearly as any industry can be, the soft drink in¬

dustry can be classed as depressic/n-resisting. This,
coupled with the steady rise in per capita consumption as
well as in national population, indicates that our pros¬
pects for another year of increased sales are highly

R. W. Moore

E. W. Morehouse

favorable. For the national francise brands, another
favorable note is the continuing trend on the part of
both bottlers and consumers toward acceptance of name
brands.
We at Canada Dry expect a considerable increase in

the number of bottlers producing our beverages during
the year ahead. This in turn means that a substantial
investment will be made by these independent bottlers.
Further, a fair number of our existing bottlers definitely
plan to build new and larger plants, while we ourselves
plan to construct two large plants to replace several
which we have outgrown. I am sure that Canada Dry
and its bottlers are not the only ones in the field to give
•this tangible expression to our confidence in the future
profit potential of the soft drink industry.

E. W. MOREHOUSE

Vice-President, General Public Utilities Corporation -

The present outlook in the service territory of the
domestic electric power companies in the GPU system
is for a dip in the rate of increase in 1954 compared
With the year 1953. We now expect the rate of increase
in 1954 to be slightly less than the
actual rate of increase of gross rev¬

enue so far in 1953 and about two-
thirds of what a year ago had been
forecasted for 1953 compared with
1952. This outlook reflects some

tapering off in industrial activity al¬
though over-all sales and revenues
will' still increase although at a

lesser rate.

This somewhat smaller rate of in¬
crease is not expected to result in
any decline in net earnings, however,
as additional economies will be real¬
ized in 1954 from new and more
efficient plant facilities brought into
service during the year just past
and in the year ahead.
The electric utility industry, of course, mirrors what

is happening generally in the communities served. ;

CLYDE B. MORGAN
President, Rayonier Inc.

The outlook for continuing high sales of chemical
cellulose to domestic customers at this time appears
good. Overseas markets look equally bright from
Rayonier's position. Exports of all types of chemical

cellulose registered an increase of
100% for the second half of 1953 as
compared with the same 1952 period.
This represented 16% of total ship¬
ments for this period, approaching
Rayonier's anticipation of 20% of
production for overseas chemical
cellulose users.

Rayonier's optimism for continued
expanding export markets for chem¬
ical cellulose is based upon several
visible factors: foremost is the accel¬
erated rehabilitation and reviltaliza-
tion of cellulose-using industries in
E'urope and Japan, now being felt
in cellulose-producing countries. The
U. S. A. has increased chemical cel¬
lulose production over 273%- since

1935, the year marking the introduction of the first
specific type of chemical cellulose produced for a specific
product other than rayon. For 1953 the U. S. A. will
have produced more than 715,000 tons. This represents
nearly 50% of the free world's 1953 production.
Increased world demand for chemical cellulose can

best be satisfied by North American producers, as the
economic source for cellulose is trees. For only on the
North American Continent are trees economically re-
plenishable.
The rising acceptance of the cellulosics parallels recent

advances made in cellulose chemistry. There are the
new, improved chemical cellulose for such products as
tire cord, rayon, cellophane, film and the cellulose gums.
Superior tire cords and washable rayons with new high
tensile strengths are soon to become available through
the development of new cellulose types such as Rayo-
cord-X which make it possible to utilize the textile in¬
dustry's new high-stretch spinning techniques. This
forecasts new markets for chemical cellulose, as the cel-
lulosic fibers with their low costs may now invade the
sheeting, handkerchief, shirting and other soft goods
markets heretofore dominated by natural fibers.
There are indications Rayonier's policies of published

and stabilized pricing, regardless of market fluctuations
anywhere, are being adopted by cellulose producers out¬
side the U. S. A. It has been Rayonier's contention that
cellulose-using industries profit from such supplier pol¬
icies. Price stability is an important sign of increasing
world-wide acceptance and demand for the cellulosics
and a strengthening of their markets.
Sales of chemical cellulose to U. S. A. cellophane, tire

cord, plastics and film industries remained at a high
level during 1953 and the sales outlook for 1954 to do¬
mestic and overseas customers is attractive. Rayonier
does not foresee any price reductions in chemical cellu¬
lose at this time. Neither labor costs nor costs of services
and supplies essential to chemical cellulose production
have been reduced, and there are no indications that
these costs will decrease in 1954.
Now can we say that the U. S. A. consumption of

chemical cellulose Will accelerate rapidly in 1954. A
"snow-balling" or "explosive" increase in its consump¬
tion for any specific product has been the industry's
history. Chemical cellulose growth has been remarkably

Clyde B. Morgan
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greater over the past 25 years than most basic raw

materials, including "steel. But for the future, the over¬

all growth of chemical cellulose will probably be more

steady and sure.

There will be major new uses for chemical cellulose
in the future requiring production facilities far in excess

of today's free-world capacities of some 3,100,000 tons.

Industry projections show this capacity to be 3,500,000
tons by 1955. But the fact that all converters are not

always at full capacity at one time is an equalizing
factor placing the chemical cellulose industry into essen¬

tial balance.

Broader markets for chemical cellulose are seen as

living standards in the free-world improve. While the
U. S. A. consumes annually over 7 lbs. of the cellulosic
fibers per capita, the 2 billion free people outside use

less than 1 lb. each. Ah increase of only 1 lb. per capita
consumption in the free world outside the U. S. A. would

require a 33V3% increase in world chemical cellulose

capacity.

Rayonier fully expects this increased demand and is

preparing for it. By March, 1954 the company's fifth and
newest mill at Jesup, Ga., will be in operation. It will
have an annual capacity of 87,000 tons. Being con¬

structed as "a mirror image" plant, this capacity can be
doubled with comparative ease.

V Rayonier's confidence in a steadily rising world-wide
demand for cellulosics is supported by recent surveys

which forecast world consumption of rayon and acetate
fibers alone attaining an annual production of over 7
billion pounds by 1960. This is an increase of approxi¬

mately 100% over current production and consumption
figures.

J. D. A. MORROW

President, Joy Manufacturing Co.

Sales of mining machinery are not expected to change
much from the pattern of the last
few months until later in the year.
Lower prices for various metals re¬

sulted in some reduction of mining
operations and also slowed down
exploration and development work.
Demand for equipment declined in
consequence.
Coal operators are reviewing their

present mechanization. Interest in
new cost-reducing machinery is ac¬
tive and the outlook is for a fair

volume of sales in the coal mining
fields,! and also in other industries
mining bedded mineral deposits.

% Foreign interest in American min¬
ing equipment is active and indi¬
cates a good volume of export busi¬
ness throughout 1954.

J. D. A, Morrow

W. C. MULLENDORE

President, Southern California Edison Co.
The year 1953 has added another to the longest series

of boom years in U. S. history. While the trend is now
downward and a readjustment is under way, the momen¬
tum of this powerful boom should assure the continuance

of a high level of business activity
during most of 1954. The plant ex¬
pansions planned in our business, for
example, will go forward as planned
despite the recession; and the capital
expenditures of our company in 1954
of some $73 million will be approxi¬
mately the same as in 1953.
Confining one's attention to the

statistics of 1953 and 1954, however,
tells us little except that there has
been a turn. We should review the

history of the . past two decades in
order to determine the forces back
of the boom:
The depression which followed the

boom of World War I brought into
Wm. C. Mullendor*

power a New Deal in 1933, and dur¬
ing the ensuing eight years, much of Socialism replaced
American individualism in the policies, aims, and pur¬

poses of government and in our economic system. The
free market was badly impaired. The power of initiative
in economic life passed from the free citizen, operating
in a free market, to government in vast areas impor¬
tantly affecting our human relations—areas such as
banking, credit, money-supply, prices, and even produc¬
tion in industry and agriculture. The theories of Lord
Keynes were adopted and followed. The Federal Gov¬
ernment enacted legislation "strengthening" labor mo¬

nopoly control in industry and commerce. Government1
boldly and frankly undertook to redistribute the wealth
and income of the people, and initiated a vast program
of so-called "Social Security." By 1939 all these efforts
admittedly had failed to solve unemployment and other
economic and social "problems." We had a short-lived
boom which subsided in 1937 and 1938, and in 1939 there
were still 9,000,000 unemployed.
Then came the greatest engine for spending which

man has ever discovered—preparation for and participa¬
tion in the greatest war in history. The terrible waste
and destruction, the forced draft upon our economy be¬
fore, during and after the war, induced the inflation
boom of the past decade. This inflation thus far has
halved the real savings of the American people. A false
and insecure scale of living has been encouraged, and a

public and private debt has been contracted of such size
that it can be supported only by boomtime volume of
business activity.
At the beginning of the second half of the century, a

world population in turmoil was divided between the
more militant and less militant Socialists. One hundred

sixty million Americans were saddled with the responsi¬
bility of reconstructing and partially supporting one-
half of this world, while carrying the brunt of a cold
war against the other half.
In 1950 came the Korean War and there was super¬

imposed upon the already booming U. S. economy the
super-boom resulting from the insatiable demands of
a new war.

(£*5T" 83 *

Since January, 1950 we have added more than $100
billibn to our public and private debt. This intensified
borrowing from the future enabled us to spend vast
additional sums in the present. The increased debt and
the proceeds thereof were widely distributed, and the
entire nation's scale of living continued to rise in parallel
with the increase in debt. Plant and equipment expendi¬
tures likewise rose to abnormally high levels in response
to the demand of this ever-increasing level of domestic
consumption. Defense and war demands comparable
only with those of the record years of World War II
were added. All of this unprecedented capital invest-
ment was made at existing inflated costs. Wages, taxes
and capital costs are consequently frozen at high levels..
Continuing high volume of business transactions is im¬
perative if income is to enable management to cope with
record high break-even points. ,

No man or group of men, however wise and well-
informed, can know enough about the powerful and •:
complicated forces involved in our present situation to
predict exactly the percentages of growth or decline,
nor the exact timing of the changes which lie ahead.
We can only be certain that while we in America have
built in some puny devices for control, the economic
forces which will really determine what is going to
happen, are much too powerful to be controlled either
by wishful thinking or by artificial manipulation. It
appears to the writer that, despite all danger signals, we
are continuing to drive recklessly along a dangerous
road which in our past history has always led to periods
of serious trouble.

'I \JAMES J. NANCE

President, Packard Motor Car Co.

With removal of controls early in 1953, the automobile
industry moved into a highly competitive market sooner
than it had been prepared for. Following 13 years when
the industry operated under shortages and controls
brought on by war and defense, 1953
saw the industry make its final post¬
war adjustment such as has occurred
in every other industry earlier. The
auto industry was the last of the
major industries to fill its pipelines.
For 1954, the big question is how
well it can support the tremendous
production capacity that has been
built up. Partly because the auto¬
mobile industry has grown up in just
such a highly competitive market,
there is every reason to believe it
will meet the challenge in this turn¬
about year.
While corhpetition will be intense,

it will help create the demand neces¬

sary to maintain the industry's econ¬

omy on a high plateau. Since the automobile is the
leading economic barometer of consumer investment
purchases, it should lead the way to an over-all good
year for business generally. There have been indica¬
tions in the fourth quarter of 1953 that the first shock
of having passed the longest seller's market in history
from 1941 to 1953 has been made and the industry is

ready for the new business1 climate. The most reliable
Continued on page 84

James J. Nance

S. Fr Exchange Member
SAN FRANCISCO, Calif. —

Ronald E. Kaehler, President of
the San Francisco Stock Ex¬

change, has announced the elec¬

tion of Harry F. Flachs to mem¬

bership in the Exchange, effec¬
tive Jan. 18, 1954. Mr. Flachs, who

is a voting stockholder and Asst.
Secretary of A. G. Becker & Co.

Incorporated, acquired the mem¬

bership by transfer from Mr. Carl
W. Stern of that company. He
will act as Specialist - Odd Lot
Dealer on the Trading Floor of the

Exchange.
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Statement as of December 31, 1953

RESOURCES

Cash and Due from Banks
United States Bonds >

Siate and Municipal Bonds
Other Bonds and Securities i
Loans and Discounts___

Banking Premises Occupied
Customers' Liability under Acceptances
Income Accrued Receivable and Prepaid Expense .II
Other Resources

$ 96,018,223.98
113,634,788.13
12,327,032.32
4,893,503.36
98,598,253.24
3,854,247.68

90,750.41
1,014,588.76
296,381.09

TOTAI j $330,727,768.97

LIABILITIES

Capital Stock __ $ 8,000,000.00
Surplus 12,500,000.00
Undivided Prpfits ; 1,562,130.18

TOTAL CAPITAL FUNDS 22,062,130.18
Reserve for Dividends, Interest, Taxes, etc._^ ; ~

Liability under Acceptances
DEPOSITS:

•Commercial, Bank and Savings,
U. S. Government

Other Liabilities

TOTAL -4-

3,000,273.17
90,750.41

298,997,243.37
6,519,690.82

57,681.02

$330,727,768.97

*Includes $3,922,057.70 of Trvst Money on deposit in the Banking Depart¬
ment. which under the provisions of the Banking Law of the State of Ohio,
Section 710-165; is a Preferred Claim against the Assets of the Bank.

SAN FRANCISCO STOCK EXCHANGE

BIG BOARD OF THE WEST

OPEN FOR TWO HOURS

AFTER THE CLOSE OF

EASTERN EXCHANGES

MORE THAN 200 ( dually traded
securities . . . an important market
for these issues on release of news

after the close of Eastern Exchanges.

OVER 150 leadingWestern Securities
including stocks of the Hawaiian
Islands. i

A PREFERRED RATE of Commis¬
sion is extended to approved members
of registered exchanges, the N.A.S.D,
and Banks. 1

i

Sessions 7 A.M. to 2:30 P.M. Pacific Time

301 PINE STREET

SAN FRANCISCO 4, CALIFORNIA
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Thomas S. Nichols

Continued from page S3 ' r
indices show that 1954 should see more than 5 million
passenger units produced. This will be the third highest
year in the industry's history. With employment and
personal savings both near peaks, we have the basic
economic structure that should support a continuing
high business activity for next year.

THOMAS S. NICHOLS

President, Mathieson Chemical Corp.
It is difficult to be anything but enthusiastic about

the chemical industry and its prospects. We must, of
course, recognize that chemicals, by virtue of their broad
use, are bound to be affected by a recession in general
business. But it is also true that
there is no sign of any let-up in
demand by industry and the public
for new and better materials and

products.
The development of new things

bus always been an important part
oi the chemical industry. Chemical
companies characteristically plan
-and provide for a part of each year's
business to come from new products
-and new uses for old products. Many
•of the larger companies regularly
realize up to 20% of their annual
sales from products introduced com¬

mercially during the two preceding
years. In the past this has proved
to be an effective cushion against
-drops in demand from established markets, and I am

sure it will be again should we run into such conditions
f* 1954. Any increase in the competition for consumers'
dollars vvill put a greater premium than ever on the
new and'the better.

Along the same vein, the lilting of the excess profits
tax may bring some experimental products off the shelf
this year that could not risk the high cost of commercial
development as long as profit potential was kept almost
non-existent by the tax.
The question of over-expansion of the chemical in¬

dustry has been raised. As is perhaps indicated by the
remarks above, 1 am not particularly worried by this
specter. In the first place, I see no slowing down of the
long-term growth rate of the industry, a rate which over
a span of more than a quarter century has been three
times that of industry as a whole. Secondly, in building
■cur plants I believe we have erred more often on the
low side than on the high side in gauging the demand
for our products, There is yet no real evidence of over-
expansion of the chemical industry. If some excess ca¬

pacity should develop in 1954, I am confident that the
situation will not be of long duration,
In setting new production records in 1953 virtually

the entire industry operated at top capacity, including a

large amount of new plant that came in during the year
as well as some rather old installations which under
more normal conditions have probably outlived their
economic usefulness. Retirement of these latter facilities
offers a further cushion should one be needed.
To summarize, I believe the chemical industry is in

a healthy condition to face whatever the new year may
bring. Greater emphasis on new product development,
and application research will invariably in time ease

soy cliop-off in the demand for,its products.

ROBERT L. OARE

Chairman, Associates Investment Co.
v Associates Investment Company and its wholly-owned
finance and insurance subsidiaries are viewing the year
£954 with considerable optimism. There are a number
of reasons'why we feel encouragement with respect to

; - the possibilities of the new year.
Our organisation operates in a 29-

state area and in the District of
Columbia. In this area is to be

found the greatest density of popula¬
tion and most of the tools of pro¬
duction. Our branch organization is
thoroughly trained in evaluating the
districts in which they operate, and
it is pertinent to us that their reports
uniformity reflect confidence and
optimism as we enter the new year.
We of the management group re¬

spect their judgment and regard
their opinions highly.
Associates is primarily engaged

in the business of financing auto¬
mobiles at both wholesale and retail

levels. Earnings are created as our receivables mature,
snd we are entering 1954 with a very substantial amount
of unearned income. The greater portion of this un¬

earned income will be taken into earnings this coming
year. .

With respect to volume of purchases, most prognos-
ticators in the automotive field predict that new car

production will run approximately 90% of the volume
of production in 1953. We believe that our organization
is properly geared to the potentialities ahead; and, for
this reason, we anticipate a good volume year.
The standard of living enjoyed by the average Ameri¬

can leaves little doubt that U. S. business has been the
greatest merchandiser in all history. However, the art
of selling has been permitted to deteriorate in a sellers'
jgTiarket. ' The buyers' market of 1954 illustrates more
than ever that the rusty sales machinery needs re¬
activating and will also need the lubricant of sound
credit, wisely administered, without governmental

Kobert L. Oare

James ates, Jr.

A careful analysis leads one to believe that our coun¬
try is not in an unhealthy economic, climate. Our
strengths include tax reduction that can only mean addi¬
tional purchasing power. There is a continuation of a

high rate of government spending. The fiscal policies
of the government are encouraging for business expan¬
sion. And, we must not lose sight of our ever increasing
population projected at 165 million in 1955 and 171
million in 1960. As our country grows, so grows our
needs and demands for goods and services.

We do not face a major recession unless we talk
ourselves into it. Today there is a sense of economic
hypochondria that tends to ignore the obvious strength
of our economy.

Although we at Associates anticipate that the early
part of 1954 may prove to be a "shake-out" period in
which the overproduction of durables struggles to find
a market, we also recognize the strong possibility that
the evident economic strengths of our economy may
prove 1954 in total to be a better year than 1953.

JAMES F. OATES, JR.
Chairman and Chief Executive Officer,
The Peoples Gas Light & Coke Co.

Chairman, Natural Gas Pipeline Co. of America
and Texas Illinois Natural Gas Pipeline Co.

The Peoples Gas Light & Coke Co. and its subsidiary
companies begin 1954 with a customer demand for gas
service which remains unsatisfied. Even though good
progress was made in the system's expansion program in
1953, more than 100,000 customers in
the city of Chicago alone are still on
the waiting list of Peoples Gas for
gas for house heating use. Other
distribution companies purchasing
gas from our natural gas subsidiaries
also have many customers who like¬
wise are seeking natural gas for
home heating. The energies of our

organization during 1954 will con¬
tinue to be devoted to meeting
unsatisfied customer demand in Chi¬
cago and other communities in six
midwestern states.
The past year has been one of

progress in the direction of estab¬

lishing increased rates on behalf of
the Peoples Gas enterprise so that
the price of service available to customers more nearly
reflects the increases in costs which public service com¬
panies have experienced over the past decade along with
all other American businesses.
Last May the Illinois Commerce. Commission termi¬

nated a general rate proceeding which had been in
process since March of 1950 and granted Peoples Gas an
increase in its rates of $4,657,000 a year, based on the
operating levels as of Dec. 31, 1952. At the turn of the
year the company filed further new rate schedules with
the Illinois Commission calling for an additional $5,000,-
000 annually to pass on increases in the cost to Peoples
Gas of natural gas, which increases became effective
subsequently to the Illinois Commission's decision of
last May.
As a result of the increase in cost of natural gas in

the production fields in the Southwest and other in¬
creases in costs, the pipeline subsidiaries of Peoples Gas
obtained the approval of the Federal Power Commission
to certain rate increases and have other rate proceedings
pending before such body. It is these increased pipeline
rates which Peoples Gas is seeking to pass on.
If the public service industry is to continue to meet

the ever increasing demand of its customers, good credit
and financial integrity must be maintained bv rate rec¬

ognition of increased cost including a realistic expense
of depreciation. Adequate returns for investors in utility
companies must be carefully and continually maintained.
An important project m the integrated system's imme¬

diate expansion program—the construction of more than
$35,000,000 in added facilities for Texas.Illinois Natural
Gas Pipeline Co., a Peoples Gas subsidiary—is nearing
completion. This project, which will increase the daily
transmission capacity of the 30-inch diameter pipeline
by 130 million cubic feet of natural gas, is scheduled for
completion by mid-January (1954).
A 1954 portion of the Texas Illinois expansion is the

construction of a pipeline bridge with a single span of
2,150 feet and a total length of 3,690 feet across the
Mississippi River at an estimated cost cf $3 890,COO. The
bridge will supplement the present three-line under¬
water crossing at the same location and more completely
safeguard the gas supply for the communities served.
Financing arrangements for the TexAs Illinois project

were completed last May and June. Since then cost esti¬
mates (exclusive of the bridge) have been revised down¬
ward from $40,000,000 to an approximate aggregate of
$33,800,000. Due to the lesser costs" now likely, the
amount of bonds to be issued has been reduced from -

$32,250,000 to $27,750,000 with resultant future savings
, to consumers.

The combined transmission capacity of Texas Illinois
as expanded and Natural Gas Pipeline Co. of America,
also a subsidiary .of Peoples Gas, will be over a billion
cubic feet daily. Both pipeline companies supply natural
gas to the Chicago region and other utilities situated in
the Middle West.

Improved gas supply facilities made it possible for
Peoples Gas during 1953 to extend space heating service
to 30,000 more Chicago customers. These additions
brought to approximately 135,000 the number of Chicago
residences now heating with gas.

Another step in the company's effort to solve the
supply problem has been the development by Natural
Gas Storage Co. of Illinois ( a. subsidiary. of the twb h

pipeline companies) at Herscher (Illinois) of large un¬
derground gas storage facilities. Gas injection into the
storage sand was started on a limited scale last April.
However, in August evidence of gas leakage was dis¬

covered at the project. Since that time our engineers
and outside geologic and engineering experts have been
conducting an exhaustive investigation. The geologists
have concluded that the structure is fundamentally
sound and that there is no geological fault in the
formation.

A leak was discovered in one of the input-withdrawal
wells last fall and remedial steps were taken immedi¬
ately. However, there is still some surface activity and
the investigative work is continuing. The geologists and
engineers believe that any additional leaks will ulti¬
mately be traced to mechanical failure in one or more
of the other deep wells—either a casing leak or a
cementing imperfection at the base of one or more of
such wells.

The investigation and tests will probably continue
well into 1954. In the meantime it is expected that the
reservoir will actually be operated during the current
winter (1953-54) on an experimental and limited basis
to meet the peak needs of the utility company customers
including Peoples Gas. A storage company tariff has
been placed into effect as of Nov. 22, 1953 with the
approval of the Federal Power Commission. However,
the Herscher gas storage project will not be finally
proved until the reservoir satisfactorily receives, holds
and delivers adequate volumes of active gas.

The public demand for service must be met as far as
possible by public utilities. It is therefore believed that
Peoples Gas and its subsidiary corporations will be
required to expand even further and that during the
foreseeable future there will be no diminution in the
volume of gas service rendered in the company's con¬

sumption areas.

WILLIAM O'NEIL

President, The General Tire & Rubber Co.
American industry should forge ahead in the chal¬

lenging business climate of 1954 through augmented
selling and dollars plowed back into research.
Salesmen are going to have to get back to selling to

meet the test of this transition pe¬

riod. Pounding the pavements and
ringing doorbells will replace ac¬
commodating the customer by sell¬
ing him your product. And the com¬

petition of increased selling will also
inject new life into the national
business picture.
An expanding research activity be-r

gan for many companies as a con¬
venient method of benefiting from
tax deductible dollars. Nbw it is

paying off handsomely in new prod¬
ucts pouring out of American lab¬
oratories to open up new business
ventures and beef-up the nation's
economy.

This spur to new product devel¬
opment contrasts sharply with the English situation
where concern^ have been permitted to invest only as

much in research as they did the previous year. Thus,
when wages increased and the value of the pound de¬
creased, deductible capital available for research
dwindled to a trickle.

General Tire,, the world's fifth largest rubber com¬
pany, just closed the books on its 38th year of operation.
Final figures will not be available until February, but
sales and earnings hit an all-time high of approximately
$210,000,000 in sales, and earnings of about $6 a com¬
mon share.

Heading into 1954, the company stands in a prominent
position to capitalize on the expected banner year in
replacement tire sales, and to push forward its activities
in plastics, chemicals, mechanical goods, foam rubber,
rockets, radio and television.
Businessmen used to remark that this is the age of

specialization. General Tire has been the forerunner in
a trend to make this also the age of diversification as
we learn more about products by branching afield. In
fact, we're now pushing the theme of specialization
through diversification.
Horizons are unlimited in plastics, and General should

triple its volume in this activity next year.
Our chemical division* should also step into seven-

league boots next year, with completion of the Ashta¬
bula polyvinyl chloride plant, which will produce the
resin for our plastics operations. ,

The future is bright in mechanical goods as new

molded and extruded products hit the market and the
;demahd_s.qars,_ And the potential growth of our rocket
and^guided missile: activities can only be calculated
by the mathematical wizards who have developed them.

General, third in the foreign market, is garnering an

increasing share of the tire and tube market abroad^ and
expanding in this field with retention of profits from
current operations.
-The company's Brazilian plant, now under construc¬
tion near Rio de Janeiro, will go into production in
January. A plant at Amsterdam, Holland— the com¬

pany's sixth in Europe—will be completed the middle
of next year to meet the rising demand in the Benelux
countries.

Time was when General Tire only did business with
the customer when he was riding. Now, with our foam
rubber production moving into high gear, we also spe¬
cialize-in ease of sitting, walking, standing,;and sleeping.

.am Kj nail
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Robert G. Page

ROBERT G. PAGE

President, Phelps Dodge Corporation
Price and other governmental controls affecting cop¬

per were for all practical purposes terminated at the
end of February, 1953. Thereafter, following an in¬
evitable period of readjustment, copper was able to

flow freely into normal channels,
and industry's needs were well sup¬
plied. The domestic price, which
had been controlled since the Ko¬

rean War at 24V2 cents, rose to
30 cents and at the end of the year
was in the 29V2-30 cent range.

Apparent consumption of copper—
i. e., consumption by the primary
fabricators—for the year 1953 was

approximately the same as during
1952, or approximately 50,000 tons
under 1950, the year of highest con¬
sumption except for the years of
World War II. It should be noted,
however, that the apparent monthly
consumption for the last six months

: - of the year was in the order of 15%
lower than the apparent consumption for the first half
of the year. However, the difference in actual con¬

sumption, as between the first half and the second half
of the year, may well have been less than that indicated
by such figures; it is probable that the customers of the
fabricators added to their inventories during the first
six months of the year and reduced inventories during
the last six months. The supply of copper—estimated
at 1,080,000 tons of copper refined from domestic mine
production and scrap, plus net imports in excess of 550,-
fiOO tons—was adequate to take care of this large con¬

sumption and also to permit the primary fabricators to
rebuild to some extent their severely depleted inven¬
tories.

The supply was large enough, in addition, to result
in substantial increases in the stocks of blister and re¬

fined copper located in this country. It is believed, how¬
ever, that such increased stocks represent almost wholly
copper of Chilean origin shipped to this country, but
withheld from the market as a result of the Chilean
Government's insistence on a price of 36 cents per

pound. . A" '
As to 1954:' As the production of durable goods goes,

so in general-goes copper. Much of industry has been
undergoing a downward adjustment from peak levels
for some months, as evidenced by the drop in the dur¬
able goods index from-its peak in July. Economists,
with very few exceptions,' hold to the view that the
downward readjustment will not exceed some 5 to 10%.
If that proves the correct appraisal, consumption of
copper in 1954 should be at a satisfactory level. It is
not to be expected that the economy will forever be
geared to run at peak levels caused by the stimulus of
emergency and war.

It is anticipated that the excess stocks held by the
Chilean Government will eventually be purchased for
the United States Government stockpile.. Nevertheless,
the supply of copper for 1954 should surely be adequate.
Appreciable additional domestic production should be
available from new mines in process of development,

mainly under contracts with the United States Govern¬
ment. Productive capacity in various foreign countries

is also being increased, although the effect in 1954 will
not be important. 1
The trade in general has anticipated a fall in the price

for some months. There are, however, several factors
which may well operate to limit the rate and extent of

any such decline. First, the 2 cent import tax on cop¬
per is automatically restored if the price falls below
24 cents. Second, the government contracts under which
the new domestic mines are being developed permit the
producers to sell their output to the United States Gov¬
ernment stockpile at floor prices which, giving effect to
escalator clauses, are believed to be mainly above
25 cents a pound. The total future production pro¬
tected by floor price contracts is in the neighborhood
of 1,500,000 tons, spread over varying periods of years.

T. S. PETERSEN

President, Standard Oil Co. of California

At this time of year, when many appraisers of overall
economic conditions are predicting a general business
decline in the coming year, it is heartening to note that
the oil industry looks to 1954 as a year in which volume

of business should continue to show
an increase, and profits hold to
present levels.
Petroleum has been one of the

great growth industries in the U. S.
Since the end of World War II do¬
mestic demand has increased an

average of 6.8% each year, and in
almost every year during that period
the industry had to struggle to meet
demand. In 1954 we should expect
a more normal rate of growth if
business activity can be sustained,
perhaps 4%. Supplies should be
adequate.
It is the assurance of continuance

in basic growth that permits the
industry to expand capacity beyond

current needs and thus provide the margin of safety
so necessary during periods of emergency. It is also this
growth trend that provides the vigor for Which our

industry is so well noted. New challenges continuously
confront all segments of the industry to expand capacity
and improve techniques.
On the Pacific Coast, the petroleum industry for the

first time in several years enters a new year with ample
stocks of the various products on hand. And in the
coming year, it will continue to add to its refining
capacity, so that a growing domestic market in the Far
West may be supplied with all of its oil needs.
Although faced with the loss of the traditional British

Columbia market, now being supplied with Canadian
crude through Trans Mountain Pipe Line, West Coast
refiners will supply an increased volume of military
requirements which formerly were procured elsewhere.
The prospective market for oil products in this area

will be well in excess of volumes which can be supplied
from California oil fields, however, and it will continue
to be necessary to bring in crude oil from other areas.

Emphasis of refiners during 1954, as elsewhere in the
nation will be in the direction of higher quality products,

reflecting the payoff of postwar research and new re¬

fining' processes.

T. S. Petersen

G. S. PATTERSON f*
President, The Buckeye Pipe Line Co.

Even though it seems to be the opinion of most econ¬

omists that a moderate decline will take place in the
general level of business, a slight increase in the de¬
mands for petroleum products is forecast for the coming
year. However, I feel that competition in every phase
of the industry will be more intense than ever and for
this reason I think pipe line companies will have to
bend every effort to maintain their pre-eminence in the
field of oil transportation.

During 1953 The Buckeye Pipe Line Company added
substantially to its facilities. Construction was com¬

pleted of its new $24,000,000 Eastern Products Pipe Line
System extending 368 miles from refineries and deep
water terminals in New Jersey to marketing areas in
Pennsylvania and New York. This line has been de¬

signed with a substantial reserve capacity to meet the

ever-growing demands for petroleum products in those
areas. We also increased the capacity of our Midwest
Products System which now moves petroleum products
from Robinson and Lawrenceville, Illinois to Indian¬
apolis, Indiana and Toledo, Ohio. Finally by the pur¬
chase of other facilities in Ohio and Michigan, we fur¬
ther expanded our crude oil pipe line system in these
areas. '

Certainly, by this substantial capital outlay for new

and better pipe line facilities, we expressed our faith in
the future of the dynamic oil industry and all its phased

F. RAYMOND PETERSON

Chairman, First National Bank & Trust Co.
of Paterson, N. J.

After more than 35 years of banking experience I
have long since learned that it is unwise to make any
predictions about the future because a great deal de¬
pends on the psychology of the average consumer and

on the policies followed by the
businessmen in general. These are

bound to undergo changes caused
by unforeseen factors. Notwith¬
standing this limitation, however,
experience has also taught me that
if a banker heeds carefully what
his customers are saying, he will
have a fairly good idea as to what
the immediate future may bring. My
conversations with people during the
past few months, particularly since
business activity began to show a

moderate decline, have led me to
the following conclusions:
(1) The people at large have a

great deal of confidence in the Ad¬
ministration and believe that if busi¬

ness activity should decrease more than is generally
expected, particularly if it is accompanied by an in¬
crease in unemployment, measures will be taken by the

Continued on page 86
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*Makers of world famous

LUDMAN
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Patented Auto-Lok Awning
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Window Hardware

Screens and Storm Sash

Windo-Tite Jalousies

Jalousie Doors

Jalousie Screens

and Storm Sash

Bar-Lok Storm Shutters

Fabricators, Erectors,

Warehousing and Safe
of Structural Steel

Box 4541 Dept. CFC-9, Miami, Florida

Distributed throughout the world
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PRODUCER, LONG DISTANCE TRANSPORTER AND SUPPLIER OF NATURAL
GAS TO UTILITY COMPANIES AND INDUSTRIES IN KANSAS, MISSOURI,

ILLINOIS, INDIANA, OHIO, MICHIGAN AND THE PROVINCE OF ONTARIO.

Informed investors know that one of the important characteristics of Panhandle Eastern
is its ownership of substantial natural gas reserves. , .

Competition for additional gas supply to meet increasing demands has resulted in
higher prices for gas in the field, and higher values for gas in the ground.

The key to a dependable, adequate supply of natural gas is the never-ending search for
additional reserves ... a search that calls for the courage to make enormous investments of
new capital. , -

The natural gas industry will continue to make these investments to locate new gas fields
and to expand transmission capacity/ so long as there is adequate incentive to encourage
natural gas companies to find, produce and transport this superior fuel.

PAKHAKDLE EASTERN PIPE LINE COMPANY
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government promptly to rectify the situation. They do
not consider entirely sound everything done by the
Administration up to now, and the money managers
were criticized for their credit policies and their handling
of the government bond market in the early part of the
year. This is particularly heard from builders and
others engaged in the erection or financing of homes.
They are satisfied that the policies of the monetary
authorities have been altered, and this change is already
felt in the mortgage market. J
(2) Most business people believe that 1954 vvill be

'a good year—perhaps not as good as 1953 but still one
of the best in the postwar period. They all agree that
competition will be perhaps keener than ever before and
..that the margin of profit will be smaller than it was
in 1953. My personal observation is that those business
concerns that have good seasoned management, tried
-and tested in good as well as in bad times, will on the
whole do well. On the other hand, some which have
vbeen established since 1940, or where the management
. has had no experience with a strong buyers' market and
*

keen competition, will find the going somewhat rough.
* Inventories of most businesses are not out of proportion
"

to current sales. However, if sales do not hold up, or
if they should decline, then some businessmen will have
to sacrifice inventories at a loss. Most business people
have already made provisions for the payment of their

" taxes in 1954, and others are beginning to make arrange¬
ments now. Hence I do not believe that tax borrowing
in the early part of next year will be very large or that
many companies will find themselves in financial diffi¬
culties because of taxes. However, the Mills Plan is
tending to level off the loan curve.

(3) Because consumer credit and notably installment
^fcredit has increased very sharply in the past two years,
'many people show some concern about the trend of
consumer financing. My own experience and that of
other bankers with consumer credit has been excellent.
Most people pay theiif bills on time, and repossessions
are not common. During the past few months con¬
sumer credit has not risen to the same extent as before,
and it would not be surprising if in the early months
of 1954 repayments were to exceed new loans. A re¬
duction in consumer credit will improve the credit
-standing of many individuals and families, and if by the
middle or end of 1954 new models of durable consumer

goods become available, the demand for them will be
substantial, and consumeif credit ought to rise again.
The average layman believes that only people without
savings buy on the installment plan. This is not so.

Many people have the money in the bank to pay for
an item they desire, but they prefer to buy it on the
installment plan because it is a form of forced savings
for them.

(4) The decline in business activity that we have
witnessed so far, accompanied by a moderate increase
in unemployment, has not affected the savings of the
people. Individuals as well as families save as much
at present as they did in the past, and in my opinion
this will continue on about the same scale as last year.
The facts that savings are large, that the economic
security of most people is so much greater than it was

. in the past, are hopeful to both manufacturers and dis¬
tributors. It proves that the people have the purchasing
power and that if they are offered good values or "bar¬
gains" they will utilize this purchasing power to buy
the things they want or need.

* To sum up, then, the general attitude of the people
, with whom I come in contact is hopeful. All seem con¬
vinced that while a major depression is not in the mak¬
ing, they realize that a free economy is bound to have
its ups and downs and that after a prolonged period

a sellers' market a strong buyers' market is bound to
^develop. Everyone expects that the volume of busi¬
ness in 1954 will be somewhat lower than in 1953 and
that competition will be keener than perhaps ever be¬
fore, and hence the margin of profit may be lower. The
advice that I invariably give to our customers is to put
themselves in such a position that they are low-cost
producers and distributors. After they have taken the
necessary steps to improve their efficiency, they have
nothing to fear. With a constantly increasing popula¬
tion, a rising standard of living and a dynamic economy,
the general outlook remains favorable not only for 1954

1 but for the long-range future.

B. F. PITMAN JR.
President, Pitman & Co., San Antonio, Texas

Over the long pull I share the irrepressible optimism
characteristic of the dynamic American people. How¬
ever, at this time danger signals seem to forecast grow¬
ing pains of unpredictable severity for our economy.While optimism is inherent in the
American people, and therefore
perennially fashionable, there are
times like the present when it seems
prudent to "cooperate with the in-
eviable" and try to consolidate the
amazing economic progress of the
past decade, rather than to continue
to expand.
I realize that it is unpopular to be

realistic if conclusions reached by
objective reasoning are less than
exuberant: One is branded as a

"peddler of doom and gloom" or
condemned as a participant in "talk-
Jug us into a depression." Never¬
theless, the popular theory that the
"the American people will not 1 ,

tolerate another depression" seems at best to be founded

on emotions rather than sound analysis. It presupposes
that some nebulous influence more powerful than time
tested economic forces can (and will) keep the United
States economy running at "forced draft."
This theory, too, evidently assumes that government

policies which encroach on our freedom, as advocated
by Keynes, many of which have been discredited, will
be effective in providing perpetual Utopian conditions.
I view with some apprehension the implication that the
public will not only tolerate, but eagerly accept, con¬
tinued tinkering with'money and credit by the money
managers. Printing press money and villainous debase¬
ment of our currency are presumably to be resumed by
public demand.
While a whalthy and paternalistic central government

may temporarily succeed in nullifying economic laws,
unchanging prosperity, even though prolonged\ by bor¬
rowing, both public and private, is not, in my opinion,
possible in a democracy. A "managed economy," even
though wisely administered, cannot exist within the
framework of the free enterprise system. Since the "man¬
agers" are constantly subjected to political pressures,
it is unlikely that, even with the best of intentions, the
control of business activity can or will be accomplished
in the best interest of the pepole without sacrificing our
cherished personal liberty.
The stifling of one economic force by legislative or

executive edict causes maladjustment in other phases
of business activity. The gain of one politically favored
class results in a roughly corresponding loss to another.
The artificial supports over agricultural products pro¬

vide an example of such dislocations. On the other
hand, the free play of the laws of supply and demand
in the base metals industry illustrates the ideal re¬

adjustments which occur when political interference is
absent or at a minimum. Under the impulse of war
scares and inflation, the prices of lead and zinc went
up unduly high. The incentive of these high prices
caused an expansion of production, which resulted in
heavy overproduction. The inevitable price collapse
has occurred; marginal and high cost producing mines
have already shut down, thereby adjusting the supply
downward in relation to the demand. The readjustment
may already be nearly completed.
In my opinion, it is neither wise nor constructive to

adopt ah ostrich-like attitude and complacently assume
that the "marijuana prosperity" of the past 18 years .is
"normal." I believe that both business and political
leaders should recognize the fact that our "spree" has
appreciably exceeded the secular upward trend of busi¬
ness and living standards which has occurred in the
past and which we can confidently expect in the future.
To be forewarned is fo be forearmed, and to me the most
hopeful sign on the horizon is that many business and
financial leaders have disregarded the "whoopee" ema¬

nating from political quarters, and have trimmed their
sails. This indicates clear thinking without pessimism.
If we rely on the "checks and balances" which are part
and parcel of the free enterprise system, and stop ex¬

pecting economic narcotics to be perpetually admin¬
istered by Washington, the readjustment period will be
neither unduly painful nor of long duration.

ABNER S. POPE

President, The Seaboard Citizens
National Bank of Norfolk, Va.

When there is no problem of short¬
ages, that is, goods are in supply and
prices tend lower, the bloom is off
the boom, but when we expect only
moderate reduction in expenditures
for plant and equipment, no reduc¬
tion in capital outlay by utilities,
probably some increase in expendi¬
tures by municipalities and with our
most impressive customer, the Fed¬
eral Government, committed to sus¬
tain the economy, we can but con¬

clude that business will continue at
a high level. Then too, many believe
the recent change in Federal Re¬
serve policy is aimed primarily at
maintaining rather than restraining
business activity—so I suggest cau¬
tion but not fear.

Abner S. Pope

Benj. F. Pitman, Jr.

GWILYM A. PRICE

President, Westinghouse Electric Corp.

Although most economists have made plausible pre¬
dictions of a slight decline in bver-all business activity
from 1953 record levels, industry can anticipate a "good"
year in 1954 even in comparison to high-level, post-war
performance. American business will
face manyi major problems in 1954.
Some of these, like high taxes, are
not new, although the prospect of
some relief is. Others will be tough
competition for new business, inte¬
gration of expanded production
facilities into our economy through
better distribution methods and im¬

proved sales programs, the develop¬
ment and production of new prod¬
ucts, and for segments of industry
the continued development and pro¬
duction of defense equipment which
is increasing in complexity as each
day passes.

Despite stiffer competition for new
business, sales billed of Westing-
house products are expected to reach the highest peak
in the company's history in 1954.
Surpassing anticipated record sales of approximately

Gwilym A. Price

$1,600,000,000 last year, increased 1954 billings will result
from the over-all steady growth of the electrical industry
and from greater production made possible by the com¬
pany's continuing post-war expansion program.
The electrical industry is bolstered by the prospect of

a record sale of 386 billion kilowatt-hours of electrical

energy in the coming year, as well as increases in elec¬
tricity sales records through 1967. To meet this demand,
the electric utilities have 30 million kilowatts of gen¬
erating capacity on order, of which about 14 million
kilowatts can be delivered in 1954.
The Westinghouse share of this business in 1954, plus

a substantial backlog of orders, is expected to maintain
sales of heavy apparatus equipment at 1953 rates.
The increased use of electricity plus the high level of

consumer purchasing power point to a strong demand
for electrical appliances and other products for the home.
We expect to improve our 1953 sales in this field for
several reasons. We will have additional manufacturing
capacity, broadened lines of products such as home air
conditioning and new traffic appliances, and expanded
distribution facilities to meet customer acceptance we
could not satisfy last year.

Shipments of defense products are expected to in¬
crease in 1954, as many contracts progress from the de¬
velopment to the manufacturing stage.
In retrospect, 1953 may well be classed as the "big"

year. Economic barometers reached all-time highs. Pro¬
duction outstripped all records by comfortably providing
for the civilian needs of a nation with the highest stand¬
ard of living in history, while meeting the nation's fluc¬
tuating demand for defense equipment. Extensive re¬
search and development in many quarters l$d to out¬
standing scientific achievements in almost every field
and promised even greater accomplishments in the year
to come.

In atomic energy 1953 was the year of decision. The
Atomic Energy Commission announced in October that
it had assigned Westinghouse the job of developing the
first large-scale industrial power reactor. Thus, the
first civilian atomic power plant was under way.
This event, whose eventual significance can be evalu¬

ated only by future historians, may turn out to be the
most important Westinghouse assignment since the com¬

pany was organized in 1886 to promote the use of al¬
ternating electric current.
Like the majority of Westinghouse achievements,

this major development of 1953 was rooted in research
started years ago, and lends emphasis to the need for
continuing research. Excluding equipment and tooling,
Westinghouse spent $75,000,000 on research and develop¬
ment in 1953, a new record, and next year we will have
the largest number of engineers working in this field in
the history of the company.

Approximately $190,000,000 of the company's $296,000,-
000 expansion program, scheduled for completion in 1955,
had been spend at the end of 1953 and a substantial
portion of the remaining money will be used in 1954.
At the end of the year, building completed under the
expansion program included a total floor area of 6,000,-
000 square feet and 750,000 square feet of additional
facilities were leased.

ROBERT RAE

President, The Dominion Bank, Toronto, Canada
The .year ahead may prove one of consideration for

the gains made by the Canadian econorpy in the postwar
period. Continuance of a high level of national income
is expected. No sharp drop or increase in business activ¬
ity is looked for. Rather, gross na¬
tional production is likely to closely
approach the 1954 experience. In¬
dividual industries will, of course,
face problems and adjustments (this
is currently true of textiles and farm
implements and, to some extent,
appliances).
In 1953 the generating forces

mainly' responsible for pushing na¬
tional output to a new peak were

consumer buying and capital invest¬
ment. With personal incomes run¬

ning at a peak level, no sharp drop
in consumer spending is expected,
especially as increased competition
is expected to make prices more at¬
tractive. There may be shifts in the Robert Rae
flow of capital investment, but the volume of new capital
expenditures for plant, machinery, equipment and hous¬
ing will probably not show much change. Developments
in the U. S. which might adversely affect Canadian ex¬
ports will be watched closely, but at the moment pros¬
pects seem to be that Canada's export position will be
maintained. - :

, In 1953 Canadian banks had £ most satisfactory year
and are probably in a stronger financial position than at
any time in their history. Demand for commercial loans
was strong and the loan portfolio of all banks increased.
As a result, all of them reported higher profits.
A major development in the banking field in Canada

is the legislation now before Parliament to authorize
banks to lend on the security of mortgages, to assist in
the construction of new housing. The new National
Housing Act, which extends this new power to banks,
provides for insured mortgages similar to the FHA sys¬
tem in the United States.
This is a radical change for Canadian banks, which

heretofore have been debarred from making mortgage
loans. Traditionally, they have been confined, in the
main, to financing the commercial business of the coun¬
try on a short-term, self-liquidating basis. Then, again,most Canadian banks are already fairly well loaned up!Another important development in the banking field
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James H. Rand

was the increase on Dec. 1 in the rate of interest on-
notice deposits from 1^% to 2%. At the same time, some
service charges were raised.
This year the decennial revision of Canada's Bank Act

will take place. It is not anticipated that, apart from
the granting of authority to lend on secured mortgages,
that there will be any major changes in the Act.

JAMES H. RAND

President, Remington Rand Inc.

Development and production of new electronic data
handling systems moved out of the laboratory stage into
full-scale manufacturing during 1953. This not only
was the outstanding achievement of the business ma-:
chines and office equipment industry
last year, but it opens the way to
greater development in 1954.
The general sales volume in most

lines of office equipment and busi¬
ness machines showed a leveling off
from increases reported in previous
years. rV:V:7

*

However, the exceptional develop¬
ment of electronic data handling de¬
vices during the year is an indica¬
tion of healthy improvement in the
field of business machines and

systems.
The increase in research and de¬

velopment of these devices, together
with wider applications and greater
use of electronic data handling sys¬

tems in office management and business administration
and controls, foreshadows a continued increase in pro¬
duction.

This increase has now made feasible straight-line
production of electronic data handling and computing
equipment. Substantial areas of our manufacturing
plants were made ready during the year for production
of electronic computers, sorters and related equipment.
Additional plant space was provided for -manufactur¬

ing the UNIVAC, the large-scale computer which was

put into production line manufacture by Remington
Rand two years ago in Philadelphia. Additional space

has also been provided in the St. Paul plants of the

Engineering Research Associates Division of the com¬

pany for increased manufacture of the ERA series of
electronic computers, including the "ERA 1103," the first
of which was completed during the year for the Depart¬
ment of Defense.

? The first commercial application of a large-scale elec¬

tronic data handling system, which thus far have been
built primarily for government and national defense
uses, will get under way early in 1954 with the installa¬
tion of a UNIVAC at the General Electric Company's

appliance plant at Louisville, Ky. ;
Two more are on order for the Franklin Life Insur¬

ance Company of Springfield, 111., and the Metropolitan
Life Insurance Company of New York.

This is of particular significance, because it introduces

;; large-scale electronic computers to business and indus-
y try., .The General Electric installation will be used f6r
payroll* operations, materials control, commercial serv-.;
ices such as orders and billings, and general and cost
accounting. ,

In addition to the General Electric installation, by far
the most important commercial application of electronic
computing equipment thus far, Remington Rand has de¬
livered six UNIVAC systems for various U. S. Govern¬
ment agencies, such at the Bureau of the Census, the
Army Map Service, the Department of the Air Force,
the Bureau of Ships of the U. S. Navy, and the Atomic
Energy Commission, which has two installations.
These are cited to indicate the increasing scope of

applications of these new devices. . In .its survey for
General Electric, which resulted in the selection of the
UNIVAC for the Louisville* installation, Arthur Ander¬
son and Company of Chicago' stated: *

"The greatest potential benefit (of electronic comput¬
ing systems) lies in the use of this equipment to provide
forecasts and projections of production, marketing and

, other activities. The speed of the computer and its
ability to handle large masses of detail through a maze
of formula open new horizons to management that have
not heretofore been economically possible."
During the past year several new. products in the field

of electronic data handling systems*- and other types of
business machines and office equipment were developed,
in addition to continued development of the UNIVAC

and the ERA series.

The electronic "Speed Tally," a completely modernized
method of tallying which can be applied to inventory
control problems, was produced for John Plain and
Company, Chicago mail order house, and put in opera¬
tion in September.
• ;The Engineering Research Associates Division of
Remington Rand in St. Paul, Minn., which developed
the "Speed Tally," also completed the development of
a "Message Storage and Processing System," which has
been installed at the^ Civil Aeronautic Authority's
evaluation center at Indianapolis for experimental op¬

eration. This system is designed to receive' and com¬

pare as many as 2,000 flight plans, creating an automatic
check system for air traffic control.

Many of the new electronic developments are being
modified to fit numerous' aviation and air transport

needs, including passenger reservation systems.
The Remington Rand "409" series of "office size"

electronic computers, including the latest development
of this series—the "409-2-A," primarily for commercial

applications, has been produced in substantial quan¬

tities during the year, and increased production of these
.- models is expected for 1954.

In the field of smaller business machines, a new mod¬

erate-priced accounting machine was developed and
is now in production, and an improved calculating ma¬

chine was demonstrated late in the year, and is expected
to be in production in, 1954.

brands F. Randolph

FRANCIS F. RANDOLPH

J Chairman of the Board, Tri-Continental Corp.
Looking back, 1953 appears to have been the most

prosperous peacetime year on record. Industrial produc¬
tion for the year as a whole even may have exceeded
the peak years of World War II. This state of prosperity
was by no means uniform, however,
with lower farm income and the un¬

settled state of a large part of the
textile industry providing examples
of exceptions. As the year ended,
evidence of contraction at various

points in the economy was increasing
and the trend of business activity
seemed unmistakably downward.
For businessmen and investors, the

present situation clearly poses the
problem of whether the coming year
will bring an important cyclical
downtrend or a more moderate

piecemeal industry-by-industry ad¬
justment from the long postwar pe¬
riod of prosperity." It appears at
present that the contraction in busi¬
ness apparently now under way may be of greater mag¬
nitude than that in 1949, but will not equal, in speed or
severity, that of 1937-38. In general, business and the
consuming public are in good shape financially. Both
business and government appear to have adjusted their
thinking and to be facing the problems of decline and
planning action to meet them. The economic situation
in most non-Communist countries throughout the world

appears stronger than a year ago. This may mean great&r
competition for our exports, but it may be helpful in a
number of ways, particularly in sustaining commodity
prices.
. Expectation that decline in business activity will be
no more severe than indicated rests to a considerable
extent upon long range favorable factors, including the
increase in population, continued introduction of new
and improved products and production processes through

*

technological advance and growth in the effectiveness of
business management. It also takes into account that
government is a larger force in our pseudo-peace econ¬

omy than ever before and is likely to be a constructive
influence with the present Administration seemingly
reoriented to the idea that recession, not inflation, is
the immediate problem. It anticipates effectiveness on
the part of certain of the built-in features of the national
economy—such as social security payments—to ihoderate
decline, as well as specific measures—such as tax reduc¬
tion—that the government may use, if need be.
The prospect for 1954 thus appears to be for a com¬

paratively good business year even though the trend of
activity may be downward rather than upward. The
impact of decline on business earnings will be cushioned
by the removal of excess profits taxes and perhaps even
additional tax relief. Dividend payments, which have
been relatively conservative in relation to earnings in
recent years, should hold up reasonably well. Circum¬
stances are such that security prices could be better
maintained than under similar conditions of business
decline in the past. For the investor, these prospects

Continued on page 88
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J. Grossman With
S. Weinberg & Go.

1
S. Weinberg & Co., 60 Wall St.,

New York City, members of the
New York Security Dealers Asso¬
ciation, take pleasure in announc¬
ing that Jerome Grossman has
been appointed manager of their
Mining, Oils and Low Priced In¬
dustrial Stocks.

H0V>* Wo*

•saving^

Reflecting
Our ability to render constantly improved
service has brought about a healthy growth
in our business. At the close of only a little
over steven years of operation, our operating
revenues have increased 147% and the num¬

ber of customers we are serving increased
42%. Dividend payments to shareholders
have also increased.

At the close of 1952, Indiana Gas & Water

Co., Inc. was serving 122,447 natural gas

and water customers in 66 cities and towns '

in Indiana, widely diversified as to agri¬
culture and industry. We will be happy to

send you a copy of our annual report upon
request. _

ItsBetter... It's
INDIANA GAS & WATER CO., INC.

Through its

57 offices

Marine is in

close touch with

the thriving

industries of

Western

New York.

This knowledge
and over a

century of

experience
can be

helpful to you.

THE MARINE TRUST COMPANY
OF WESTERN NEW YORK

Member

Federal Deposit

Insurance Corporation
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dictate investment caution until developments can be
more clearly defined. But they do not call for disrup¬
tion or even temporary abandonment of well-planned
investment programs with sound long range objectives
and based on carefully selected securities.

RICHARD S. REYNOLDS, JR.
President, Reynolds Metals Company

The year 1954 promises to be a "selling year," the
biggest in the aluminum industry's history. This view
is based on the following:

(1) The supply will be greater than ever before in the
industry's history, assuring all con¬

suming industries of adequate sup¬
plies.
(2) For the first time since the

Korean War began, the year starts
without any restrictions on civilian
uses.

(3) With the major part of the ex¬
pansion program begun three years

ago completed, the aluminum indus¬
try has shifted its emphasis from in¬
creasing production to market de¬
velopment and increasing sales.»
Primary aluminum production is

expected to approach 1,400,000 tons,
about 12% more than 1953. As a re¬

sult of the expansion program during
the past three years and the invest-
ment of over $600 million by the domestic producers in
nsew productive capacity and auxiliary facilities, annual
output of primary aluminum was increased from 71i8,500
tons in 1950 to 1,250,000 tons in 1953, a jump of 74%.
Additional capacity is under construction by a new pro¬
ducer who expects to begin actual production during
1954. Another company is reported also to be enter¬
ing the aluminum production field. When their facilities
are completed, the five domestic producers will have a
total productive capacity of 1,550,000 tons of primary
aluminum.
The widespread acceptance of aluminum by metal con¬

suming industries, coupled with the increased supply and
the maintenance of a favorable price relationship with
competing materials, make the aluminum industry op¬
timistic about 1954 sales prospects. But to realize these
prospects, a vigorous sales campaign and resourceful
market development work will be necessary.
The industry's major civilian market, the construction

field, continues to grow rapidly as new applications are
found for aluminum. One of the most striking develop¬
ments is the construction industry's adoption of alumi¬
num curtain-wall panels for office buildings and indus¬
trial structures. A dramatic demonstration of aluminum's
advantages for this type of construction took place dur¬
ing the summer of 1953 in New York when three crews

of five men each covered the entire surface of a 26
story office building with prefabricated aluminum panels
in six and one-half working days. About 60 other alumi¬
num-faced office and industrial buildings have either
been built or are in the process of construction.
In the automotive field, too, the trend is towards the

use of more aluminum. Some current models have over
50 pounds of aluminum as against the former average
of only seven pounds per car.
The appliance and electrical markets for aluminum

are also growing rapidly, as the qualities and economies
of aluminum become more familiar to industry. Alumi¬
num has become the standard material for major com¬
ponents of refrigerators. Long used for high voltage
transmission cable, aluminum is being used now in sub¬
stantial quantities for covered wire as well.
At the consumer levels, such relatively new products

as household foil have become a regular item on the
shopping lists of millions of housewives. "Do-It-Yourself"
aluminum, introduced a few weeks ago, is already prov¬
ing very popular in home workshops, especially since
hobbyists find that simple woodworking tools are com¬
pletely satisfactory for aluminum.
With favorable supply and price conditions prevailingand no government limitations on civilian uses thealuminum industry looks forward to 1954 as an oppor¬tunity for unhampered selling and market development.

1 R. G. RINCLIFFE
President, Philadelphia Electric Co.

in Production .of electricity and gas were
JE*? iJ +• j .1011 s companies in 1953, re¬flecting continued industrial, commercial, and residen¬tial expansion, as well as increased use of these utility

services in existing markets. Pro¬
duction of electric power exceeded
the astronomical figure of half-a-
trillon kilowatt-hours.
The year 1953 marked the end /

of critical material shortages, which
in previous years made it difficult
for the utility industry to keep pace
with growing demands for service.
It is a tribute to the industry that
despite handicaps experienced un¬
der emergency conditions of the pastfew years, A m e r i c a's investor-
owned, business-manged utility
companies , have met virtually all
demands for utility service and are
now better prepared to meet any

^ a °re^eejb*e demands in the future.The electric; industry installed more than nine millionkilowatts of generating capacity in 1953, bringing the
* country's total generating capacity to 93y2 million kilo¬

R. G. Rinciiffe

watts, or double the capacity in 1942. America's elec¬
tric light and power companies will continue their ex¬

pansion programs in 1954 and will install more generat¬
ing capacity than in any previous year. This construc¬
tion program is designed to meet increased demand for
electric power, which is expected to continue growing
as it has over the years.
The nation will celebrate Light's Diamond Jubilee

in 1954, commemorating the 7bth anniversary of the
invention of the first practical incandescent lamp by
Thomas Alva Edison. As the electric industry reaches
this landmark in its dynamic history, it can look back
with pride at three-quarters of a century of service in
which it has made an unparalleled contribution to
America's unchallenged productive capacity and stand¬
ard of living.
On the local level, the Delaware Valley will continue

to maintain its position of prominence in the national
economy. While planned expenditures for industrial
plant expansion are expected to be 8% lower nationally
in 1954, manufacturing concerns in the Philadelphia area

plan 18% more construction this year than in 1953,
according to the annual survey by the Federal Reserve
Bank of Philadelphia.
As far as the electric requirements of industry here

are concerned, a leveling off in the power needs of in¬
dustrial customers now being served is expected. This,
however, will be more than offset by large new con¬
tracts for additional industrial business resulting from
the expansion taking place in the Delaware Valley.
This company, therefore, is looking forward to and
preparing for even higher demands for electric power
and gas this year than the record high experienced in
1953.

Philadelphia Electric Company plans to spend ap¬

proximately 20% more on new construction over the
next five years than during the preceding five years
in order to meet these increased demands. Estimated
construction" expenditures through 1958 amount to $310
million as compared to $258 million spent from 1949
through 1953. The budget for 1954 provides $76 million
for new facilities, a record amount for a single year.
Of the $310 million budgeted through 1958, approxi¬

mately $257 million are for new electric facilities,j and
the remainder for gas, steam heating, and other con¬
struction.
The amount estimated for electric facilities includes

$191 million for new electric transmission and distribu¬
tion lines and substations to assure an ample power

supply throughout the metropolitan Philadelphia area.
Also included is the cost for completing the new Cromby
electric generating station on the Schuylkill River, near
Phoenixville. The new station will house a 150,000-
kilowat turbine-generator, which is expected to be in
operation in 1954, and a 200,000-kilowatt unit, which is
scheduled to be in service in 1955. The latter will be
one of the world's largest generators.
Philadelphia Electric recently completed an addition

to its Delaware electric generating station, in Phila¬
delphia. Two new generating units, each with a capac¬

ity of 125,000 kilowatts, were placed in service at the
station in 1953, bringing this station's capacity to 436,750
kilowatts, the second largest generating station in the
system. 1

E. A. ROBERTS

President, The Fidelity Mutual Life Insurance Co.,
Philadelphia, Pa.

Nineteen fifty-three was our 75th anniversary year
and on all counts was the banner year of the company's
history. New highs were reached in new paid business

and in insurance in force, along
with other significant indices.
Investable funds were put to work

at the best yields available for many
years. As a result the return on our

entire portfolio showed a pleasing
increase. There was a substantial
volume of practically all types of
securities and mortgages from which
'to choose. I

Both the dollar and physical vol¬
ume of the nation's business also
reached a new high with a total out¬
put of goods and services some 5%
above 1952 — itself a banner year.

So now, true to the American tra¬

dition, when some indices show
signs that 1954 will not in turn top

1953, the prophets of dismay are abroad!
Our industry is, however, blessed with the knowledge

that the economic weather bears least upon the decisions
of men seeking to make secure the futures of those they
hold dear. Our economic philosophy might be phrased:

Throughout these days of uneasy peace, as hereto¬
fore, we propose to continue aggressively to present the
service of life insurance, come good weather or foul,
without regard for the economic barometer.
This philosophy is nevertheless today backed with

some items of significance—for our industry and many
others. We need point only to the marriage rate and the
birth rate to highlight the implications for many lines
of business including our own. Not every year can be
a banner year but 1954 will be at least a good year.
Investment-wise we believe there should continue to

be a volume of mortgages for sale at rates close to those

prevailing in 1953. There will probably be a good many-
municipal and public utility issues brought to market
although the yields may not be as satisfactory as in the
year just past. A smaller volume of industrials is in pros¬
pect and at somewhat lower yields.
In addition to a huge refunding job, the Treasury will

be raising a large amount of new money this year with
the expectation that long-derm bonds will be marketable
ito non-bank investors..,,, . >'ui .*

E. A. Roberts

W"

Ufa'

J§
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K
S. Wyman Rolph f v.;/

We distrust a foggy crystal ball but 1954 shapes as a
good year. • '; ,

S. WYMAN ROLPH

President, The Electric Storage Battery Co.

Regarding the outlook for the storage battery indus¬
try for 1954, I will comment separately on automotive
batteries and on industrial batteries.
The automotive battery outlook this year should be

good. I am quite sure the aggressive
automobile industry will still be
turning out cars at a high produc¬
tion level. In addition, the auto¬
motive replacement market will be

greater because of the increased car

registration. In evaluating these
two sources of business for the cur¬

rent year, the replacement battery
market will probably be something
over four times the requirements of
storage batteries for new auto¬
mobiles.

With reference to the industrial

storage battery outlook for the year,
I expect it will closely follow the
general economic situation. • Storage
batteries are used extensively in in¬
dustry, utilities, agriculture, mining, communication! and '
transportation. Thus, there is a great diversification in
their final application as a source of packaged poweri!
As a consequence of this wide and varied use of indus¬
trial storage batteries, sales will probably reflect the 1
overall business trend, including government purchases.1
We are looking to 1954 to show more favorable results f/

than our 1953 operations,,, Our, factory expansion and
modernization program involving an expenditure, of $20
million since 1946 is now'conapletedL/ —

I believe these streamlihed manufacturing facilities
as well as coordinated engineering -and hard-hitting
sales techniques will be essential to, produce, desirable
results in the days ahead. • -

D. J. RUSSELL

President, Southern Pacific Co. > v

Southern Pacific reached a new peak of operating effi¬
ciency in 1953, reflecting the mounting results of its
vast postwar improvement program.
The all-time high in operating efficiency., was set in

rolling up an estimated 53,040 gross.,
ton-miles per freight train hour, 53% •

more than 10 years ago.
Traffic was large in 1953, in spite

of some moderate downward adjust¬
ments in national business activity
during the closing months of the
year. Year-end accounting will show
Southern Pacific's gross operating
revenues to be only about 1% less
than the all-time record set in 1952.

Improvements made in the com¬

pany's services helped make possible
the shortening of some freight train
schedules to the fastest running
times in the history of the railroad.
Through greater utilization of the
railroad's highway trucking subsid¬
iaries, the transit time for less than carload traffic has
been shortened in a considerable number of instances.
Further improvements in 1954 are contemplated. Econo¬
mies have been effected and are being sought through
greater use of electronic machines in the accounting side
of the business.

Outstanding in the 1953 record was the fact that
Southern Pacific became a predominantly diesel-
powered railroad. More than three-quarters of its
freight hauling now is being done by diesel locomotives,
with the average locomotive performing more units of
ywork than ever before. The railroad's postwar purchases
of new locomotives averaged about one diesel unit every
two days.
The railroad took delivery of approximately 6,700 new

freight cars in the year. More than half of its fleet of
freight cars now consists of postwar equipment, Southern
Pacific having acquired 38,500 freight cars since the war,
Orders were placed for 25 more streamlined passenger
cars in 1953 for delivery in 1954. Elimination of poorly
patronized passenger trains, and their consequent oper¬
ating losses, materially helps the company to improve
and extend those services the public wants and will use,
Among the major improvements begun in 1953 and

scheduled for completion in 1954 is a 95-mile installa¬
tion of remote control train dispatching, tying into a
98-mile installation completed this year in the Cascade
Mountains of southern Oregon. A similar installation
was completed in 1953 between Rosenberg and Harris-
burg, Texas. Ground was broken at Houston, Texas, for
a push-button freight car classification yard similar tothe great yards already in service at Los Angeles and
Roseville, Calif. Trailer-on-flatcar service for shippers
using trailers owned by the railroad's trucking subsid¬
iaries, was inaugurated between several points on tha
company's lines. Use of radio telephones for end-to-end
communication on diesel-powered freight trains was ex¬
tended. i

. The first segment of a by-pass line being constructedto route freight traffic around congested areas in Los
Angeles, begun in 1951, was placed in service in October
1953. The project is scheduled for completion earlyin it7u4, *

„

Southern Pacific looks forward to greater develop¬ment of the territory it serves in the Far West and the
Southwest, the fastest growing areas in the nation.

- - Continued on page 90
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Atomic Energy and
Electric Utility Securities

and his claim against the business
as "a whole is strengthened. A
mortgage lien can never be en¬

tirely independent of the success

of the business itself.

Area of Cost Reduction Is Limited

Under the most ideal conditions
which can be premised today, the
elimination of all fuel cost de¬
fines the maximum limit of sav¬

ings presently conceivable. If we
disregard the seemingly certain
higher fixed charges, income
statement (Table II) shows the
maximum area of cost reduction
to be about 14% of revenues.
The impact of nuclear power on

the domestic and small commer¬
cial classes can never be of much
moment because so much of their
costs are allocated to transmission,
distribution, and customer service
expenses. They pay about 3c for
a kilowatthour of energy of which
about one-half cent is the actual
cost of fuel. ;VA saving of a few
mills would probably have little
effect under today's usages.

Is This Just Another Routine
Cost Reduction?

If we were to trace the back¬

ground of most utility executives,
we would see that the power plant
operators „have always been in
the forefront of the electric in¬

dustry although their bailiwick
represented less than one-third
of the investment and operating
costs. Perhaps this" isbecause
power generation is rather glam¬
orous and their performance and
properties lend themselves to
more precise and comparative
measurement than the other
branches i of the- business with
their minuscule parts.
Due mainly to rapid expan¬

sion, characterized by doubling its
output every 10 years, electric
power people have'had to keep
closely in topch with all new de¬
velopments. In ; order to hold
down costs and be competitive,
they have had to participate
jointly with each other and the
manufacturers in promoting ad¬
vances in technology. There are
over 60 active committees in our

trade associations which cover all

phases of operation. These com¬

mittees usually meet about three
times a year and one of their
main objectives is the reduction of
costs. Already there are several
committees active in this new

field of nuclear power.
In order to paint the backdrop

for this new source of energy, I
asked our power plant design en¬

gineers to give me a briefing on
their cost reduction progress and
developments over the years. A
tabular summary of their report is
shown in Table III.

Continuous technical improve¬
ments have lowered both costs and

prices but even now the most ef¬
ficient steam plants convert only
about 38% of the heat in the fuel
into electric power. There has
been much talk that conventional

steam units may be approaching
the practical economic limits of
efficiency. It is thus little wonder
that our power plant design en¬

gineers and graduate executives
have seized upon atomic energy to
meet this challenge to their rec¬

ord of continuous routine cost re¬

duction.
• i

Sunk Capital Costs Are Important
to Existing Investors

The atomic furor and studies

have been almost exclusively over

the plant of the future. Our in¬
surance company friends are pru¬

dently. more concerned over the
plant today which forms the se¬

curity back of their present large
holdings of electric utility debt.
The problem of investing or not

•• investing in the nuclear plant of

the future can be solved when, as
and if an offering of this type is
ever made.

The consideration of past or
"sunk" costs gives the investor
added assurance that nuclear

power will never be able to actu¬

ally replace the conventional
plant except as it wears out or

maintenance and operating costs
become prohibitive due to the age
of the equipment. A change-over
would only be feasible if the non-

fixed or variable costs of the con¬

ventional fuel plant exceeded the
total costs of the nuclear plant.

Can Utilities Recover Property
Loss From Customers?

The handling of superseded and
obsolete plant for rate making
purposes has long been a prob¬
lem with gas and telephone com¬

panies. In the electrical industry
the advancement in the art has
been steady but heretofore it has
lacked spectacular and radical
progress items such as the intro¬
duction of natural gas in the gas
industry and automatic dialing in
the telephone industry. Perhaps

the introduction of nuclear power
will be just that in the electrical
industry.

Regulatory precedent in the gas
and1 telephone field should allay
any fears as to the ability of most
electric utilities to recover from
customers any large write-offs of
property because of the introduc¬
tion of nuclear power. Utilities
could easily prove that their prop¬
erty losses were caused by un¬
foreseen occurrences. If it were

otherwise, progress would be
stopped and expansion would be
hindered.

In a situation where a gas plant
was suddenly superseded by the
adoption of a new process, the
Supreme Court of the United
States held that the lower court

should have allowed in the rate

base the unamortized cost of the

superseded plant. (Pacific Gas &
Electric vs. San Francisco 265

U. S. 403.) Excerpts from their
opinion follow:

"I have referred several times

to plaintiff's contention that obso¬
lescence should be amortized

after, rather than before, aban¬
donment of a unit of plant. Spe¬
cifically applied, it is urged that
when it is seen that Martin sta¬

tion or other obsolete generator
has been superseded by new Jones
generators, using the improved
Jones process for oil-gas, the
demonstrated economies thereby

effected are justly .to be devoted advantages of the- improvement.
to reimbursing the company for the company proposes that only
the loss of capital occasioned by half of the very considerables
the obsolescence, continuing each economies of operation shall be
year until the loss is made good, devoted to its reimbursement.
with interest. On this settled pro- Many advantages are ' urged for
gram the new generator woula, of this p]an: That it throws upon the
course, be rated for return at re- .

placement cost new at all times, consumer, who has the benefit of
To give the consumer a part of the Continued on page 91

TABLE II

Composite Income Statement (1952) Electric Utilities
in the United States 1

i Probable

i % of Chge. Under
Revenues NuclearPw*..

Utility revenue $6,549,164,000 100.0 Up
Steam power expense—fuel____ 906,178,000 13.8 *Down
Steam power expense—other 316,745,000 4.8 U.C. (?>
All other operating expense 2,203,782,000 33.6 N.C.
Depreciation 562,448,000 8.6 Up f
Taxes 1,345,144,000 20.6 Up
Avail, for int. & divs. & reinvest. 1,214,867,000 18.6 Up

'

, I
*Approaching zero. U.C. Up considerably. N.C. No change. 1

; TABLE III 1
Power Plant Cost Reduction Progress

]}>00 1!)25 1953 KTextt
Conservation of fuel—Pounds of coal per ,

kwh. (based on 11,700 btu. per poiind) 5.20 1.40 0.77 0.72i
Conservation of engineering materials—
(pounds of material per kw. of gen¬
erator capability) 79 18 14 13s

Steam pressure—Psig. ! 110 400 2,000 4,500
Steam temperature—degrees F 350 700 1,050 1,150
Larger size individual units—kw 50 40,000 260,000
Greater usage of equipment—utilization
factor 36% 51% 56%

< 1

K 1 *
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George P. Rutherford

* Continued from page 88
GEORGE P. RUTHERFORD i

President, The Dominion Securities Corp.
nact several years many articles have

been published in American newspapers and magazines
featuring the unprecedented expansion of Canada s
natural resources and of

these articles, however, have re-
vealed the rather unusual tact that
Canada has been able to finance its
enormous capital expendituies foi
neiv construction, machinery and
equipment with but little dependence
upon foreign capital in contrast with
earlier periods of expansion, when
foreign capital played a major, if
not vital, role. , ,

Canada's net indebtedness abroad
at the end of 1952 (foreign invest¬
ments in Canada less Canadian in¬
vestments in foreign countries) was
some $800 million less than at the
outbreak of World War II in 1939.
Since 1945, however, there have

been some very significant changeslin the foreign owner¬
ship of Canadian securities particularly those held in
the United States. In order to clarify the nature of
these changes a brief review of the extent of the hew
capital investment in Canada should be helpful as a
basis for a further study of the two categories into
which the U. S. investment is classified—namely—Port¬
folio Investments and Direct Investments. American
capital has been important to the current development

^which is taking place across the border but the nature
of this importance has been widely misunderstood. The
purpose of this article is to correct some of these mis¬
understandings and to show how much and what kind
of capital is today being placed in Canada by investors
in the United States.

' • v". , •' -V.;' ■' -'V'. • , . ' j',.,.: ' ' '% ... V;- .r .''V

A Few Unique Aspects of Canada's Post-War Expansion
The Post-War expansion of the Canadian economy

has been unique in many respects. It is not confined
by any means to the much publicized and large scale
developments in the petroleum, iron ore, titanium,
nickel, aluminum and uranium industries, but is wide¬
spread throughout all industries— agriculture, manu¬
facturing, forestry, housing, electric power and foreign
trade. Capital expenditures for new construction,
machinery and equipment have increased each year
Bince 1946, from $1.7 billion in that year to $5.1 billion
in 1952 and an estimated $5.6 billion for 1953. The aggre¬
gate for the seven years (1946-1952) is $24.4 billion, of
which 74% is classified as private. While the Federal
Government has maintained a high tax structure re¬

sulting in seven consecutive surpluses, it has favored
private industry in many of its measures.
One of the aspects which is little understood in the

United States is the extraordinary fact that the net
inflow of capital into Canada from all foreign countries
amounted to only $100 million, or less than .4 of 1% of
the total capital expenditure. From the United States,
however, there was a net capital investment of $1.5
billion or only 6% of the $24.4 billion expended in the
years 1946-52. The total foreign long-term capital in¬
vested in Canada at the end of 1952 was $10.2 billion of
which $8.0 billion or 78% was owned in the U. S. A.
and only. $1.8 billion or 18% in the United Kingdom.
TWenty-five years ago 44% was owned in the U. K, and
53% in the U. S. A.

Since the end of World War II the United States in-
«V/estment in Canada has increased more than $3.0 billion
from the inflow of capital and reinvested earnings of
Canadian corporations, and firms controlled in the
U. S. A. The following table shows the breakdown:

The U. S. Investment in Canada

As at December 31

(Millions)
_ 1945 1952 Increase
Portfolio Investments $2,686 $3,460 $ 744
Direct Investments 2,304 4,540 2,236

V *1mm?

Yi
R. E. Salvati

Total $4,990 $8,000 $3,010

Changes in U. S. Portfolio Investments
It has been shown that in the postwar period the in¬

crease in Canadian investments classified as portfolio
investments was far less than the increase in direct
investments of U. S. corporations with wholly-owned
or controlled subsidiaries and branches in Canada. Port¬
folio investments may be defined as all kinds of Canadian
Government bonds and the stocks of Canadian corpora¬
tions controlled in Canada. Such investments are held
principally by insurance1 companies, banks, pension
funds, and other institutions and to a much lesser extent
by the general public in the United States. Portfolio

holdings on Dec. 31, 1952 represented 43% of the total
U. S. investment in Canada as compared with 54% at
the end of 1945. The net increase in portfolio holdings

Canadian securities in the U. S. amounted tol $774
imllion in the seven years ended Dec. 31, 1952. This
gam has been due to three principal types of capital
inflow. There have been large purchasers of internal
issues of the Government of Canada, new issues of
U. S. pay bonds of Canadian governments and corpora¬

tions sold in the U. S. since 1950, and a general increase
in the book value of Canadian stocks. The actual inflow

from the sale of new issues of Canadian stocks has been

relatively small. - • •'

Increase in the U. S. Drect Investment ,

The increase in the direct investment of United States
corporations in Canada in the period under considera¬
tion amounted to $2,236 million of which $1,167 million
was net inflow of capital and $1,069 million reinvested
earnings. As in the case of Portfolio Investments most
of the capital inflow was in the last three years. While
most of the direct investments by United States corpora¬
tions in Canadian subsidiaries is on a wholly-owned
basis, a number of the more important companies, such
as Standard Oil Company, New Jersey, American Tele¬
phone & Telegraph, Ford Motors Company, du Pont,
Goodyear and Celanese Corporation, to, mention but a
few, have found it an advantageous policy to have a
portion of the equity of their Canadian subsidiaries in
the hands of Canadian investors. It is.expected that this
trend will continue in the future and that direct in¬
vestments in Canada will be on more of a partnership
basis thdn in the past.

R. E. SALVATI

President, Pond Creek Pocahontas Co.
President, Island Creek Coal Co.

The year 1954 will be one of challenges and forward
progress for the bituminous <(.'oal industry. Continuing
the trend of 1953, many marginal mines will close and
total employment in the industry will show a decrease.

This narrowing of capacity to de¬
mand will, however, favor the
"career" companies and make for
overall improved and stabilized
operations and sales. Career workers
in and about the mines will benefit
from increased work opportunities
and, since market requirements will
be served primarily by companieswell
equipped to size and prepare coals
to today's exacting requirements,
the consuming public will have
added assurance of an„ increased
percentage of quality products.
The n a t i o n's requirements for

bituminous coal in 1954 will be ap¬

proximately 460-475 million net tons.
Of this total approximately 25% will

move to public utilities, 25% for by-product and metal¬
lurgical purposes and the remaining 50% to general in¬
dustry and retail and wholesale outlets for resale.
While costs of production and market prices have been

adversely affected during 1953 by the transition from
excess to balanced production, the outlook for the year

I of 1954 could be for a more stabilized market.
Forward progress will be recorded through the con¬

tinuation and expansion of many research projects both
by individual companies and industry supported ac¬
tivities.

Among the challenges facing the bituminous coal in¬
dustry in 1954 is the maintenance of a vigilant opposition
to the un-economic and short-sighted practice of allow¬
ing foreign residual oils to replace, at dump prices, coal's
eastern seaboard markets. The absence of Congressional
corrective action in this matter can seriously affect the
outlook for 1954 and the ability of the American coal
industry to serve domestic demands in times of emer¬
gencies.

LYTLE L. SALSBURY

President, The Marine National Bank of Erie, Pa.
I think that this year of 1954 will be a good year and

should be very satisfactory to almost all those carrying
on different types of endeavor in the business world.
As to the banking field, naturally, any recession or de¬
pression in a general way reflects
upon financial institutions. As is
well known, we have gone through
several years of extremely high
planes in all types of business, and
it is difficult for many of those same

institutions to be satisfied with any¬

thing less.
I believe that there wlill be either

an extensive recession or a slight de¬
pression. I cannot see the situation
otherwise. The automobile industry
has very extensively bogged down,
and real estate is rapidly losing that
inflated value which has been cre¬

ated during the past few years. I am
a firm believer of supply and de- L le L SaIsb

mand eventually governing all situ¬
ations. That possibly cannot come into being within a
year or two owing to the artificial situations created by
subsidies and controls. If we will reflect a moment, we
must admit that before the Korean War we were entering
into quite a recession, but spending of great sums of
money by the Government put us into high spending and
boom times. If this over-production grows more serious
and continues long enough, naturally there will be a
great amount of unemployment. Unemployment means
a great reduction in the amount of money in the pockets
of individuals which could mean many defaults in mort¬
gage payments on homes and in consumer credit opera¬
tions.

I admit that I am one possibly more from the old
school than many bankers. I think our credit situation,
even today, is extended to a possible dangerous situation.
I like to see more paying as you go, but, then again,
business would be greatly curtailed, earnings would be
much less, taxes going into the Government would be
greatly lessened, which is not good for our general econ¬
omy; and, having been in our present economic condi-

Henry B. Sargent

tion for so long, it is going to take several years for our
Government to correct many evils of the past.
There is much talk of raising the debt limit another

fifteen billion dollars. I believe that most bankers are

against it. This seems like pouring a lot of money into
certain channels to give an artificial effect upon general
business.

I think that bank savings and time deposits will proba¬
bly increase some during the year and that demand de¬
posits may just about hold their own. As to loans,
consumer credit loans, I think, will drop off. That has
already set in to quite a degree during the past sixty
days. There are, however, sizable demands for loans for
expansion by industry and municipalities.
In conclusion, may I say again that I believe that 1954

will be a very satisfactory year businesswise and that
earnings will be satisfactory, insuring a fair amount of
dividends to investors. I believe that the banking frater¬
nity as a whole will operate more conservatively than in
the past few years. I am naturally optimistic, but I do
think we all must be alert and meet and analyze very
carefully all problems as they present themselves.

HENRY B. SARGENT

President, Arizona Public Service Co.
The 1954 business outlook for Arizona is bright. De¬

spite indications of some business readjustment nation¬
ally, the influence of several powerful factors, peculiar
to the west, points toward another year of growth and
prosperity. These are: (1) Arizona
is the nation's fastest growing state.
Between 1940 and 1950, the popula¬
tion increased 50% to 750,000 per¬
sons. Today, population is estimated
at over 850,000 and will top 900,000
by the end of the year.
(2) Like the state, the people are

young and are good prospects for
new homes, automobiles and appli¬
ances . . . and for greater quantities
of food and clothing. The 1950 cen¬
sus figures showed that 32% of the
state's population consisted of child¬
ren under 15 years of age and 47%
were less than 25. The corresponding
national figures were 26% under 15
and 42% less than 25.
(3) Manufacturing in the state is growing by leaps

and bounds. Prior to World War II, manufacturing out¬
put totaled only $36 million. Last year's volume was
estimated at $300 million, and manufacturing is now
second only to agriculture as a source of new wealth
to the state.

(4) A tremendous mining development program is
taking place. For many years, Arizona has been the
leading copper-producing state in the nation and proj¬
ects are now under way that will involve the expendi¬
ture of nearly $180 million in developing additional ore
bodies.- ^ _

The most important of these is Magma Copper Com¬
pany's San Manuel property in Pinal County where $120
million is being spent to prepare it for production. An
entire community with 2,200 homes and supporting busi¬
ness establishments is being built to serve this new
mining operation. When capacity is reached in 1956, its
annual output will amount to 140 million pounds of
copper.
A total , of about $60 mllion more is being spent by

Phelps Dodge to develop the Lavendar pit near Bisbee,
by American Smelting and Refining Company on its
Silver Bell property in Pima County and by Miami
Copper on the Copper Cities ore body near Miami. Com¬
bined production from these mines will ultimately reach
about 160 million pounds of copper a year.
(5) The fine climate and scenic attractions will con¬

tinue to draw tourists, who have always provided an
important source, of income. Last year, tourist expen¬
ditures were estimated to have been in the nature of
$130 million. 1
Turning to agriculture, the most important source of

new wealth to the state, the proposed cutback in acre¬
age of land that will be devoted to cotton will undoubt¬
edly have some effect on the state's economy. However,
this will be more than offset by better business in other
fields. Even though the land planted to cotton is reduced
to only 45% of last year's acreage' (and the quotas will
probably be increased), farmers will obtain 60% of the
1953 crop by planting the best land in cotton and using
more water. Moreover, land not planted in cotton will
be devoted to other crops, principally alfalfa and feed
and to pasture. Thus, the net effect on overall buying
power is not expected to be more than 5%.^
On the other hand, the tremendous agricultural devel-i

opmeni that is taking place in Yuma County promises
to preside additional income during 1954 and the years
to confe. Reclamation has brought 62,000 additional acres
of lan<|;under irrigation from Colorado River water since
1950 $nd further development is expected to provide
irrigajaon for another 60,000 to 70,000 acres within the
next Jo years. ' - .1
Ou^company serves electricity, gas and water in Ari¬

zona J|ith customers in 10 of the 14 coifnties, and we
look forward to rapid future growth and a marked in-
creasfldn the use of our services. We expect sales of

hty to increase 12% next year and gas sales to

jfieet the growing demand for our service, we are
preparations to handle double our present elec-

id by 1956. Last year our load was 301,000 kilo-
We now have on order three 100,000 kilowatt

turbogenerators which will bring our capacity to over
600,0($l kilowatts by 1956. The first of these units will

Jl' • Continued on page 92
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Atomic Energy and
Eleciric Utility Securities

the new equipment in the shape
of reduced charges, the burden of
the loss by supersession of equip¬
ment (410) otherwise in good
condition;'that it avoids the de¬
fect that is inherent in a system
of setting aside reserves in ad¬
vance of abandonment— namely,
that while the life of a depreciable
unit is difficult enough to esti¬
mate when physical decay alone
is considered, it is practically im¬
possible to forecast when we con¬

sider that obsolescence and in¬

adequacy, which usually account
for abandonments in a gas manu¬

facturing plant, follow no rules as

to time of their operation; that,
finally, progress in service is pro¬
moted by giving a gas company
an incentive to improvement of
its machinery and its processes in
the shape of increased profits. It
must be admitted that if replace¬
ment of an old machine has not
been sufficiently provided for by
reserves in advance, a company
will naturally defer installing a
new machine, and so progress is
halted. . . (Emphasis added.)

If Every Customer Owned a

Reactor

No responsible person has sug¬
gested that nuclear power itself
can ever become available on in¬
dividual customer's premises other

"

than those of very large power
consumers. Even if it did become
available through some presently

- unthought-of method our cus¬

tomer would still have the prob¬
lem of generating electricity for

~

most of his daily living and his
• work requirements. As nuclear
"power is exclusively a heat en-
-

ergy it might turn out to be more
of a competitive problem to our

gas and oil friends than the elec¬
tric industry.
It is perhaps little realized that

the nature of the utilization proc¬
ess makes it imperative to use

electricity in certain items in the
'

home and factory. In the heating
items where electricity is some¬
what competitive the decision as

to which form of energy will be
utilized in the factory* depends
mainly on cost alone whereas
cleanliness, cost, and many other

1 factors predominate in the home
and small commercial business.

If the insurance company in¬
vestor in electric utility securities

still has any doubts as to the fu¬
ture value of his holdings he can
obtain solace from the figures in
Table IV. Today's customer with
a reactor in his basement would
still have to generate electricity
for 60% of his requirements and
if he had an all-electric home he
would have to generate 4,350 kilo¬
watt-hours or almost twice the

average home usage for his total
requirements of 2,340 kilowatt-
hours as of today.
Another point in favor of the

stability of the domestic customer,
come what may, is his large in¬
vestment in utilization equipment.
This amounts to well over $1,000
for the average customer. His
fixed charges on this sum are

about $100 per year contrasted
with his bill for electricity of $60.
In the industrial portion of the

electric business we also find a

great dependence on electricity,
as such. Its versatility and con¬

venience is making it more im¬
portant to industry. (Table V.)

Speculation on Re-Location of

Industry
Seemingly one of the things to

come from any introduction of
atomic energy will be fairly uni¬
form fuel costs. This is contrary
to the situation today. Thus fuel
will have the same mobility en¬

joyed by the capital controlled
by the insurance people. This
shruld affect the various utilities

differently. Perhaps coming from
Detroit I am somewhat biased but
I believe that "come the day" I
would rather have my money in¬
vested in a company serving an
industrial fabricating area. The
nation has discovered time and

again that people generally are
not too mobile as to their place
of residence. The factories and
materials must be brought to
them.

Utility Managements Are Alert
to Possibilities

Investors in utility securities are
fortunate in that no complacency
has developed in the electric
power industry. It has recognized
its responsibility for everything
having to do with the production
and distribution of electricity and
in the improvement of the art re¬
lating thereto.
The outstanding feature in the

economic history of electric; utili¬
ties has been their ever-readiness
to adopt new and improved tech¬
nologies. Their eager approach
to the new nuclear energy re¬

source augurs well for the owners
of electric power company securi¬
ties. The eventual commercial

feasibility of nuclear power has
been generally accepted for a long
time. There has even developed
a healthy competition among the
several utilities as to methods of

development.
Among the earliest entrants in

the field was my owii company-
Detroit .E'dison—which teamed up

with Dow Chemical. There were

three other groups having similar
contracts with AEC. Their early
objectives were:

(1) Determine the engineering
feasibility of designing, construct¬
ing and operating dual-purpose

reactors to produce fissionable
material and power; (2) examine
the economic and technical as¬

pects of building such reactors. It
is estimated that the several

groups spent collectively approxi¬
mately $1 million in making their
studies and reports.

These reports call attention to
many different reactor designs
that might be followed. All four
groups concur in the belief that
dual-purpose reactors are tech¬
nically feasible and could be oper¬
ated in such a fashion that the

production and sale or use of
plutonium would reduce the cost
of electric power. Conversely, it
is generally agreed that no reactor
could be constructed in the very
near future which would be eco¬

nomical on the basis of power

generation alone. This will cer¬

tainly be true except perhaps in

remote areas where convention^
fuels are expensive and trans¬
portation difficult.
In regard to the question of

Government participation and aid
in the development of the future
reactors the groups vary widely
in point of view. The Dow Chem¬
ical-Detroit Edison group believed
that the Government should aid
the program only through research
during the design and develop¬
ment stages. After that point the
financing and ownership of the
reactor should rest in private
hands. The other groups favored
more Government guarantees. *

There are now 30 electric com¬

panies involved in nuclear power
studies. Eighteen of these utilties
are associated with the Dow-De¬
troit Edison group and the balance

Continued on page 93

TABLE IV

Annual Energy Use in the Home

Today's Avg. Customer All Electric Home

Electricity used as such—
Kwh. % Of Total Kwh. % of Total

Lighting _ _ 700 30 800 3
'-'Motor appliances ___ 700 30 3,550 15

Sub-total ___ 1,400 60 4,350 18

Electricity reconverted
to heat energy—

Space heating (panel) — — — —. 12,000
Water heating •

_ _ 4,000 — —

Range _ _ _ _ _ _ __ 1,290 __

Clothes dryer __ 780
Incinerator _ _ 660
Other _ __ __ -- -- 920 1

Sub-total _ , 940 40 19,650 80

Total home usage 2,340 100 24,000 100

''Washers, refrigerators, freezers, air conditioners, TV, radio, etc.

TABLE V

Annual Electric Energy Use in Industry—1946

Electricity Used as Such ftS- Elec. Reconv. to Heat

Lighting , Motors Electrolytic Energy & Miscellaneous
Cells Furnace Other

Total industry 7.7% 63.2% 13.1%f 13.7% 2.3%
Automobile 19.4 68.0 0.2 7.3 5.1

Iron and steel 7.2 72.0 0.4 % 18.7 1.7

Nonfenous metals „ 2.5 20.2 61.3 M 14.6 1.4

Chemicals 4.5 44.7 21.9 M 27.9 1.2

Paper !___ 3.9 93.1 2.2 § 0.2 0.6

Mining 4.0 93.7 01 1
*1

--- 2.2

%

"Everybody
in our family

starts

life right!"

II'

• it

"My grandad did it for me and now I'm doing it for my grandchild —

giving him the best gift of all — a Savings Account at The Dime. It's a

family tradition that we have observed for the past 3 generations."

Why not give your grandchild the same opportunity.. Open a Savings
Account at The Dime in your name in trust for him or her.

All during your lifetime you have the sole control of the money. Upon

your death the balance of your account will automatically be paid to your

grandchild. Savings Accounts in trust for anyone you name can be opened
at the famousDimewith a firstdeposit of as little as $5—asmuch as $ 10,000.

Start saving in a Trust Account at The Dime today — or do it by mail.
We pay postage both ways. If you prefer you may

open an account in your name alone, or a Joint Account
in two names.

%DIME
SAVINGS BANK OF BROOKLYN

DOWNTOWN Fulton Street and DeKalb Ave.

BENSONHURST 86th Street and 19th Avenue

FLATBUSH Ave. J and Coney Island Avenue
CONEY ISLAND Mermaid Ave. and W. 17th St.

iMember Federal Deposit Insurance Corporation

The Dime Savings Bank of Brooklyn
Fulton Street and DeKalb Avenue, Brooklyn 1, N. Y.

I enclose my first deposit of $
Savings Account as noted □ Individual □ Joint □ Trust. Send my

bank book and free mail kit to the address below.

NAME.

U

ADDRESS.

CITY, ZONE NO., STATE.

SOURCE: F. P. C. Summary of Industrial Electric Power in U. S.
CFC-27
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^Continued from page 90
begin generating electricity this spring, the second a
'year later and the third in the spring of 1956.
I am optimistic as to the business outlook in Arizona

for 1954 and the years to come. With the recent manu¬
facturing development that has taken place, the economy
-of the state has become better balanced and plans for
expansion in this field and mining will provide addi¬
tional substantial sources of income. Basically, the state
lias all the elements required to stimulate a rapid and
liealthy growth. r

BRIG. GEN. DAVID SARNOFF

Chairman of the Board, Radio Corporation of America
As we look ahead into 1954, we have a clearer view of

the field of science than of economics. Science and en¬

gineering in 1954 will move forward to new achieve¬
ments and to electronic refinements of older services, tiie

w groundwork of which already has
been laid.

Based upon standards of the past,
1954 should be a good year for the
radio-television electronics industry.
This does not necessarily mean that
new records will be made in produc¬
tion and sales. It is more likely that
a moderate degree of economic ad¬
justment will take place in many in¬
dustries throughout the year. But
this can be achieved without disloca¬
tion of our economy.

While color television holds great
potential for future expansion of the
industry, electronics advanced on
many fronts throughout 1953, as in-

David Samoff dicated herewith:

(1) Great strides in development of electronic weapons
and instruments for national defense.

(2) Expanded and improved television broadcasting
service, including progress in the use of ultra high fre¬
quencies.

(3) Development of magnetic tape recording for tele¬
vision in both color and black-and-white, ushering in aj
new era of "electronic photography."
(4) Further development and application of transitors,

promising simplification and miniaturization of elec¬
tronic equipment.

(5) Further clarification of radio's enduring position
as a vital broadcasting service to the American public.
(6) Inauguration of the world's most powerful radio

transmitter by the U. S. Navy, marking an historic mile¬
stone in world-wide communications.

(7) New levels of popularity for recorded music,
■sparked by progress in high fidelity records and phono¬
graphs.
(8) Progress in industrial electronics, including push¬

button controls, electronic computers, food sterilization,
and closed-circuit television.
The year 1954 holds promise for new advances through-

-out the radio-television and electronic industry. Fulfill¬
ment of the promise of this new year, however, will
•depend upon how well the leaders of the industry meet
current

economic problems and the new challenges of•eur times.

Record Volume of Business

RCA, in 1953, produced the largest volume jbf business
in its 34-year history, with sales in products and services
approximating $830 million during the year. Net profits
are estimated at $34,700,000. Dividends declared on the
•Common stock of RCA amounted to $20,312,000. In ad-
-dition, $3,152,952 was paid in dividends on Preferred
'Stock. Employment totaled 65,000. Manufacturing ac¬
counts for 70% of net earnings; radio-television broad¬
casting, 15%; communications, 5%, and other activities
10%.

Government business accounted for $160 million, or'

19% of total RCA sales in 1953, and at the year-end the
Tjacklog of Government orders was about $500 million.
The total is expected to expand substantially in 1954.

NBC Organization Strengthened
The organization of the National Broadcasting Com¬

pany was greatly strengthened during the past year in
every phase of its operation. Sylvester L. Weaver, Jr.,
•elected President of NBC on December 4, 1953, has an
awareness of high purpose, a sincere regard for public
service, proven capacity for showmanship, a thorough
understanding of the advertisers' needs and problems
and an appreciation of the economic facts of life in the

broadcasting industry. He has youth and a breadth and
depth of experience.
Robert W. Sarnoff, the newly elected Executive Vice

President of NBC, has served in a wide range of capaci¬
ties which include excellent experience in programming,
production and sales. These two men working together
as a harmonious team will lead NBC in strengthening
its position as the Nation's No. 1 broadcaster and keep it
at the forefront as "first" in service to the public in both
radio and television.

. il

Military Electronics
Since the end of World War II, great advances have

been made in the military application of communica¬
tions, radar, missile control, airborne television and
many other phases of electronics which fit into the mod¬
ern ramparts of our Nation's security. RCA's objective4 is not only to produce electronic weapons and instru¬
ments, but through research and engineering to keep the
United States at the forefront of science in its relation-
fhip to military electronics.

Advances in Color Television

The date December 17, 1953, on which the FCC ap¬

proved standards for the commercial broadcasting of
COMPATIBLE COLOR TELEVISION, will be remem¬
bered in the annals of communications along with the
historic date of April 30, 1939, when RCA-NBC intro¬
duced ALL-ELECTRONIC BLACK-AND-WHITE TELE¬
VISION as a new broadcast service to the public at
the opening of the World's Fair in'New York.
kCA is proud of the leadership its scientists and en¬

gineers achieved in developing the all-electronic com¬

patible color television system and the RCA tri-color
tube.

Fortunately, the color television system developed by
RCA is compatible. This means that existing television
sets can receive color programs in blanck-and-white
without any changes or additional devices. For this
principle and feature of compatibility in television, RCA
fought hard and long, not only to achieve it scientifically,
but to advance such a system as the only logical and
practical service in the interest of the public and the
television industry.
Because of compatibility, no one need hesitate to buy

a black-and-white television set. It will not be obsolete
because of color, and it will perform many years of serv¬
ice. Color television sets at the outset will cost from
$800 to $1,000, and production will be in relatively small
quantities until the industry is geared for mass produc¬
tion.

NBC has completed program plans for color tele¬
vision's introductory year that call for each of NBC's
regular productions to be broadcast in color at least once
during the year—at the average rate of two programs a
week.

Intensive color production activities are under way at
NBC's Colonial Theatre, world's first fully equipped
studio for compatible color. At the Colonial, NBC's
color corps has pioneered in techniques of lighting, stag¬
ing and make-up. NBC also has in operation another
color studio, in Radio City, and plans have been laid for
conversion to color of studio facilities in Brooklyn and
in Burbank, California.
Television stations throughout the country are alert

to the tremendous possibilities of color television and by
slight modifications in their transmitting equipment they
are enabled to pick up from the network and broadcast
color shows. Five NBC-owned stations and sixty-five
NBC affiliated stations have announced their intentions
of doing so and more will follow in 1954. Twenty-six
stations in 19 cities are scheduled to be equipped by RCA
Victor for colorcasts by December 31, 1953.
Color television presents a myraid of opportunities for

broadening the services of electronic communications.
Color adds a new dimension to the entertainment arts.
It gives a new power to advertising and greatly increases
merchandising opportunities through the use of television.
A new realism is added to journalism. Television as a
social and educational force is greatly intensified by
color, thereby opening the way for significant advances
in broadcasting.

Other Television Development
During the past year television service was expanded

and improved. Today, more than, 27,000,000 receiving
sets, or almost 60% of American homes are television
equipped. Progress continues in television program¬
ming, as both the art and science of this great new me¬
dium advance hand-in-hand.

Progress in the use of UHF (ultra high frequencies) in
television broadcasting during 1953 is convincing evi¬
dence that expansion of television in this direction will
continue during 1954. Already there are 120 UHF sta¬
tions in operation, included in the total of more than
350 TV stations now on the air.

Television is also extending its usefulness to perform
new services for business and industry. Television's
basic function is "extension of human sight," and wher¬
ever such applications are needed the TV camera and
associated equipment are ready for practical use.

Wherever danger, remoteness or discomfort preclude
the presence of human observers, the industrial TV cam¬
era comes into play. Watching operations of furnaces,
handling of explosives, pouring of castings and "keeping
an eye' on remote power sub-stations, or scanning fac¬
tories, docks and railroad loading platforms are examples
of television's service to various phases of industry.
RCA's light-weight industrial TV equipment using the

small vidicon camera tube has led to substantial expan¬
sions of industrial television, and this field now becomes
one of great potential for phenomenal growth, not only
in factories but for banks, department stores, hotels,
theatres, lecture halls and auditoriums and even for in¬
ter-office "sight" communication.

Radio

Radio broadcasting in 1954 moves into its 34th year
and during that period has become intimately integrated
with American life. Today there are more than 45 mil¬
lion radio families in the United States. There are 26
million automobile radios, and many millions of portable
sets. In 1953 alone, 13 million radio sets, including near¬
ly 5 million auto radios, were produced.

Radio Communications

Opening the most powerful radio transmitter in the
world (1,200,000 watts) built for the U.S. Navy by RCA
at Jim Creek Valley in the State of Washington, marked
an historic milestone in world-wide communications. It
demonstrates to a marked degree how teamwork be¬
tween private industry and military forces contributes
to the nation's welfare and to..,the leadership of the
United States in international communications.

Magnetic Tape for Sight and Sound
A new era of "Electronic Photography" was ushered

in during 1953 when on Dec. 1, RCA demonstrated
netic tape recording of both black-and-white and co
television, a devolpment of great significance to the ra¬
tion picture world as well as television. Eventua y
magnetic tape recording of video signals should make l
possible for television set owners to make their own
recordings of television pictures in the home.

Transistors

Continued advances in transistors and demonstrations
of their successful applications during 1953 definitely
point to new developments in design and engineering of
radio-television and electronic equipment that will fea¬
ture simplification, miniaturization and portability.
Transistors, introduced only 5 years ago, already have

proved their worth in many varied applications. Be¬
cause of their small size and low current demands they
will make possible smaller electronic computers as well
as more compact radio and television receivers. The
transistor is finding increased use in equipment for the
Armed Forces especially where size, weight and battery
consumption are vital factors. - * ' "•

Phonographs and Records

Phonographs and records reached new levels of popu¬
larity in 1953, and this renaissance may be expected to
continue in 1954. In 1953 the phonograph-record in¬
dustry as a whole sold more than 238 million discs.
Major factors that lifted record sales to a new peak in
1953 were: Increased use of 3-speed turntables; wide
acceptance of 45-rpm Extended Play recordings, and the
influence of High Fidelity in generating new interest in
records and phonographs. High Fidelity is a new di¬
mension in sound created by the perfect union of record¬
ed music and the modern electronized phonograph.

Industrial Electronics

Electronics has progressively expanded since discovery
of the electron in 1897 into four great fields— (1) Com¬
munications; (2) Radio Broadcasting; (3) Radar and
other military applications; (4) Television. Each of
these has signified new and expanded services for some

segment of our national life, and from each has stemmed
discoveries and inventions which have motivated each
succeeding era.

The year 1953 brought into focus the electronic de¬
velopments which augur expansion into a new or fifth
great area—electronization of industry. Electronics, by
performing tasks that relieve human drudgery and make
the most efficient use of man's productive efforts, prom¬
ises to make manufacturing plants far more automatic
than ever before. Already the manifestations of this ad¬
vance are discernible. In fact, electronic brains are

already operating in factories where, by push-button
controls, production is speeded, efficiency increased and
costs lowered. All this provides new opportunities for
workers to develop new skills and the better utilization
of their talents and energies.

Perhaps, the largest factor in this new _era will be
electronic accounting and, inventory control, not only in
factories but in insurance operations, banks, transporta¬
tion, public utilities and department stores. Electronic
business systems will offer business and industry the
opportunity of conducting bookkeeping operations at a
cost that will represent ; a reasonable portion of their
overall operating expenses. In addition, electronics will
provide quicker and better information to management
because electronic computers make rapid calculations
and tabulations. '
RCA now enters its 35th year, dedicated, as in the be¬

ginning, to pioneering and steadfast in purpose to give
America preeminence in communications. Pioneering,
vision and scientific research are vital factors i|r long-
range planning. The opportunities ahead for business
and industry, for employment, for new and useful serv¬
ices to the public are truly great. We will continue our
efforts to do our part to advance and to merit the faith
and confidence the American people have in "RCA" as

an emblem of quality, dependability and progress.

EARL B. SCHWULST

President, Bowery Savings Bank, New York City

Along with other statistics on national income, per¬
sonal savings in 1953 reached a new high. Savings banks
participated in this growth with a gain in deposits of $1.8
billion.
As people purchase homes on

mortgage and incur other types of
indebtedness, their obligation to save

is increased. A smaller portion of
their savings is available for the op¬

tical forms of savings as represented

by bank deposits and savings and
loan shares. With a moderate de-...
cline in economic activity, widely
predicted for the coming year, a
somewhat greater decline in the
growth of savings deposits is to be
expected. A partial offset, of course,
is to be found in reduced personal
income taxes, much of .which will
find its way into savings. Neverthe¬
less, deposit growth in mutual sav- Earl B Schwuist
ings banks in excess of $1.7 billion
in each of the last two years is hardly likely to be re¬

peated this year. ' ' -
It is of interest to note that 97% of the deposit gains

of these institutions since the end of the war has gone

Continued on page 94
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Atomic Energy and
Electric Utility Securities

are working with other engineer¬
ing, chemical and construction
firms.
The Dow-Detroit Edison group

is now in its second phase study

of nuclear power. This consists of
a preliminary design of a reactor
believed to be most appropriate
for commercial application. The

following non-utility firms are

part of the group:

The Dow-Chemical Company
Allis-Chalmers Manufacturing Co.
The Babcock & Wilcox Company

TRUSTEES
LOUIS B. ALTREUTER

Real Estate

EDWARD E. ANDERSON
Senior Vice President

DISCOUNT CORPORATION

OF NEW YORK

EDWARD F. BARRETT
Chairman of the Board

LONG ISLAND LIGHTING COMPANY

) BRUCE BARTON
Chairman of the Board

BATTEN, BARTON.
DURSTINE & OSBORN, INC.

NEAL DOW BECKER
Chairman of the Board

INTERTYPE CORPORATION

HENRY P. BRISTOL;
Chairman of the Board 1

BRISTOL-MYERS COMPANY

JOSEPH A. BRODERICK
Chairman of the Board

WM. ROGERS COE
Vice President

THE VIRGINIAN
'

RAILWAY COMPANY x

DOUGLAS GIBBONS
y Chairman of the Board

\ DOUGLAS GIBBONS
j & COMPANY, INC.

HARRY Qr HAGERTY
Financial Vice President

'

METROPOLITAN LIFE

, INSURANCE COMPANY

PERCY C. MAGNUS
. V r prelitefit '■

MAGNUS, MABEE & REYNARD, INC.

JOSEPH A. MARTINO
President

NATIONAL LEAD COMPANY

GEORGE O. NODYNE
President <

BENJAMIN PATTERSON, Jr.
President

THE PATTERSON-SARGENT

COMPANY I

ANTONIO PISANI, M. D.

HOWARD C. SHEPERD
Chairman of the Board

THE NATIONAL CITY BANK

OF NEW YORK

MAURICE N. TRAINER
President

AMERICAN BRAKE SHOE COMPANY

i WM. WHITE
President

NEW YORK CENTRAL SYSTEM

i

NEW YbRK

26 Cortlandt Street, New York 7

55 John Street, New York 38

60 Spring Street, New York 12

41 Rockefeller Plaza, New York 20

743 Amsterdam Avenue, New York 25

^ Mtmbtr Federal Dtptsit Insurant Qrjnratitn

Bendix Aviation Corporation Co.
Gibbs & Cox, Inc.
United Engineers & Constructors
Vitro Corporation of America
Ford Motor Company. •

In all there are 30 companies
involved in nuclear power studies.
Only this month four power com¬
panies and an engineering firm
filed incorporation papers in nine
states for Nuclear Power Co. This

study group is composed of Amer¬
ican Gas and Electric, Common¬
wealth Edison, Pacific Gas and
Electric, and Union Electric &
Bechtel Corp.

Could Be a Chance for Greater
Profits

The electric power industry has
been one of the leading growth
industries. Due to the impact of
regulation the benefits to security
holders of this growth have been
moderate. It is entirely possible
that this picture could be changed
if the suggestion made before the
convention of utility commission¬
ers Sept. 22, 1953 by Mr. W. L.
Davidson, Director, Office of In¬
dustrial Development, A.E.C., is
followed. After discussing the
possibilities of government opera¬
tion or a joint government-indus¬
try undertaking, he developed
the following third possiblity—
"which envisages a non-utility
type of venture financed entirely
by private capital. I use the non-

utility term here in a generic
sense, rather than intending to
specifically exclude utilities from
participation. But since there is
admittedly a substantial risk in¬
volved here, there must perforce
be a greater opportunity for re¬
ward. If utilities are to participate,
either the regulatory bodies will
have to adopt less rigid boundaries
as to what constitutes valid risk

and return for utility activities or
else a large number of utilities
might combine their efforts with
the pro-rated costs not ponsidered
to be of such magnitude as to con¬
stitute an abnormal risk. ... If
the power produced was distrib¬
uted by a utility, the purchase
price between the utility and the
plant owner would become a mat¬
ter of interest to the local utility
commission and presumably would
be set at a figure close to that
paid for conventional power of
equivalent firmness. If by-prod¬
ucts of the reactor could be mar¬

keted advantageously, the return
on this venture might be in ex¬

cess of that normally permitted
utility operations."

Government Competition Is
the Only Threat

At this moment the develop¬
ment of nuclear power offers only
one threat to the safety of out¬
standing electric public utility
securities. This one threat is gov¬
ernment competition which could

conceivably force private enter¬
prise from the business of gener¬
ating power.

, Almost one-fifth of the total

power generation in the United
States is by government owned
plants. Twenty years ago it was

only about one-twentieth. This
change came about mainly
through the Federal Government's
claim that because of their size

and other involvements only they
could develop large hydro-electric
projects. In rebuttal, witness the
recent sale of two security issues
by two of our leading corporations
backed only by their faith and
credit which total an amount

greater than the net investment in
TVA or the Bonneville and Grand

Coulee developments combined.
The involvements of public street
occupancy by lines of the Bell
System, and the products of Gen¬
eral Motors have been solved over

the years with no encroachments
on private enterprise.
The recent decision by the

Atomic Energy Commission to go
ahead with the construction of a

$100 million nuclear power plant
as a government power project is
a repetition of the philosophy ex¬

pressed in the '30s on the hydro
projects—"the matter is urgent
and it costs too much to make it

practical for private develop¬
ment." This is a step in the wrong
direction which could do great
harm to insurance company in¬
vestments in securities of private
enterprise electric utilities.

A New Patent Monopoly?

Art. I, Section 8—Constitution
of the United States:

"The Congress shall have the
power ... To promote the prog¬
ress of science and useful arts, by
securing for limited times to au¬

thors and inventors the exclusive

right to their respective writings —

and discoveries;" (emphasis
added).

Little did the founding fathers
realize that an "inventor" of a

revolutionary idea could turn out ^
to be the Federal Government it¬
self. And little is it realized to¬

day that the first self-sustaining
nuclear reactor was demonstrated
at the University of Chicago over
10 years ago.

The early American patent sys¬
tem was based on the resource-

fulness and initiative of individ¬
uals. Little monopoly arose
because improvements were not
radical enough to enable an in¬
ventor to monopolize an entire
industry. Markets were local.
With the growth of the large cor¬

poration and the progress of sci¬
ence, invention in the 20th, cen¬

tury became a corporate or group
process. With the invention and

development of nuclear power by
the Federal Government itself an

entirely different type of inventor
group has arisen. To date, the
patentee has not specified ex¬

actly what it has discovered ex¬

cept to the chosen few cleared by
the FBI. If the United States is
to have a well-adjusted economy
and dynamic technology, under
our constitution sooner or later

the production of electricity by
fissionable material will have to

be turned over to private enter¬
prise on a licensing basis. A fair
royalty would be the market value
of using the patent although some

may want to collect the billions
spent by government for war pur¬
poses.

It would seem that if the consti¬
tution is observed, electric util¬
ities will eventually be safe from
this one threat which is govern¬
ment ownership.

Conclusion

The tenor of this general ap¬

praisal of the outlook for electric
utility securities as affected by
developments in the atomic field
is one of considerable optimism.
If they do not prove a boon to in¬
dustry the only loss will be the
cost of research, development and
other expenses all of which are

relatively minor in comparison
with the resources of the inter¬

ested corporations.
If we are presently approach¬

ing the end of a long boom it is
quite assuring that we have pro¬

gressive electric power manage¬
ments who are actively seeking
new earning power and increased
efficiency.1 The great companies
of today have been built on re¬

search and private initiative.
The trend of the expenses with

this new process is also important
to investment people. Utilities
will require a relatively larger
investment thus tending to firm
up interest rates. Operating ex¬

penses will be decreased, at the
same time increasing the func¬
tional importance of trained man¬
power. The individual should
have relatively more money to in¬
vest in insurance.

The only shadow on this whole fci

intriguing project is the heavy
hand of government and its place
in the private enterprise system.
If this can be resolved, as we be¬
lieve it will, utility securities
should be looked upon with con¬
tinued favor for many years to
come.

Ohio Edison Common
Offer Underwritten

Stockholders of Ohio Edison
Co. are being offered rights to
purchase 527,830 shares of the
utility's common stock at $35.75
per share on the basis of one ad¬
ditional share for each 10 shares
held of record Jan. 14, 1954, with
the privilege of subscribing at the
same price for shares not pur¬
chased through the exercise of
rights. The subscription offer ex¬

pires on Jan. 29, 1954, at which

time an investment banking
group headed by White, Weld &r
Co. will purchase from the com¬

pany any unsubscribed shares.
The group won the right to un¬
derwrite the issue by specifying!:
a compensation of 11.9 cents per
share at the competitive sale on.
Jan. 13.

The proceeds from the offering*
of new common stock and from
the sale of $30,000,000 of first-
mortgage bonds will be used to*
finance in part the company's!
construction requirements f o r
1954. Proposed expenditures for
1954 total $54,900,000 of which ap¬

proximately one-half will be for
addtiional generating facilities. By
the end of the year, the utility's
capacity will have been increased

by 241,000 kilowatts with an addi¬
tional 135,000 kw. slated for serv¬
ice the following year.

Member Federal Depotil Insurance Corporation

Central National Hank
of Cleveland

123 WEST PROSPECT AVENUE
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Condensed Statement ol C ondition

Decenther 31, 105 3
■

■■
■ t •

ASSETS

Cash in Vault and Due from Banks . ............ $123,961,849.17
U. S. Government Obligations 196,553,705.32
Other Bonds and Securities, Including . * \ ' "

Stock of the Federal Reserve Bank ............ 1,718,646.98

Commodity Credit Corporation Certificates ......... 5,490,000.00
Loans Guaranteed or Insured by Federal Agencies ...... 29,586,970.81
Other Loans and Discounts 157,965,827.66
Customers1 Liability under Acceptances
and Letters of Credit Outstanding 378,981.43

Banking Premises 2,184,335.42
Accrued Interest and Other Assets . . , . 1,999,674.10

Total Assets $521,869,990,91

Deposits: LIA Ml ILI TME S
Demand $356,220,130.55
Time 132,927,639.59 $189,118,070.1 1

Acceptances and Letters of Credit Outstanding 378,981.45
Accrued Expenses, Taxes, etc. ............... 3,179,172.21
Valuation Reserve for Loans 4,925,772.22

Capital Stock (703,125 shares, par value $16) . $ 11,250,000.00
Surplus 11,250,000.00
Undivided Profits 1,737,991.86

|(

Total Capital Accounts ........... 21,237,991.86

Total Liabilities . . $521,869,990.91
Unheal Stale* Government obligation* anal other a*«et» r,-arrival at $57,111,190.90 are

pledged to accure tru.t dvpo.it* and public funds and for olber purpurea at required by law.

★

Statement of Earnings r
,

. 1 1953
Operating Earnincs 4th Quarter Year

Operating Income . . . $ 3,478,514.65 $13,239,955.13
Operating Expense 2,118,750.07 9,100,915.97
Operating Earnings before Federal
Income Tax , , . $ 1,059,764.58 8 4.139,039.16

Provision for Federal Income Tax on

Operating Earnings .330,000.00 1,873,000.00
Net Operating Earnings
Before Reserves , . S 709,764.58 8 2,264,039.16

Transferred to Valuation Reserve 400,000.00 400,000.00
IVi;t Operating Earnings
After Reserves S 309,764.58 $ 1,801,039.16

Loss on Securities Sold—
After Taxes $ 403,389.38 S 411,901.94

Per Share Earnings
(Based on 703,125 Shares Presently Outstanding)

Operating Earnings before Federal Income Tax , S 1.51 $ 5.89
JVovision for Federal Jiicomc Tax on
Operating Earnings . * » . . . -50 2.67

Net Operating Earnings
Before Reserves S 1.01 S 3.22

.Statement of Surplus ami Undivided Profits
Total—Beginning of Period $11,709,934.86 $10,870,175.64

Additions:

Current Earnings 309,764.58 1,864,039.16
Premium on Sale of Capital Stock . . » 1,687,500.00 1,687,500.00

Total Additions , $ 1,997,264.58 $ 3,551,539.16
Deductions:

Loss on Securities Sold—After Taxes . . 403,389.58 414,904.94

Extraordinary Expense—Sale of
Capital Stock '•••«* 88,815.00 88.815.00

Dividends Paid 223.000.00 900,000.00

Total Deductions S 719.204.58 S 1,433,719.94

Total-End of Period $12,987,994.86 $12,987,994.86

( :j>

!jr
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Continued jrom page 92
into mortgage loans, making possible the increasing in¬
terest-dividends their depositors have enjoyed. A con¬
tinuation of the trend toward larger mortgage portfolios
is to be expected because of the breadth and depth that
market is likely to enjoy over the coming months.

„ First, home construction is at a high level and is ex¬

pected to continue as population growth and incomes
continue satisfactory. Second, the trend toward higher
interest-dividends to depositors has made the acquisition
of higher earning assets the first order of business with
savings banks.
Last year's action of the New York State Banking

Board in removing dividend restrictions assures a heal¬
thy return to normal competitive conditions. The recent
improvement in the bond market at first glance would
seem to augur lower rather than higher earnings for sav¬
ings banks. It could have the opposite effect, however,
in that building up earnings through larger mortgage
portfolios is a matter of asset conversion as well as in¬
vestment of new funds. With restored confidence in the
bond market and only 47% of assets invested in mort¬
gages, there exists a wide area for additional mortgage
acquisitions. Lastly, and this seems of utmost impor¬
tance to me, the conditions for such asset conversion
have seldom been better. The spread in yield between
prime mortgages, as measured by FHA and VA mort¬
gages, and high grade bonds, has increased substantially
with the new rates made effective last spring making
the former a better investment than ever.

Savings bankers are alert to these conditions and may
be expected to take advantage of them to increase the

•Earnings on the deposits entrusted to them.

FRANK A. SEWELL
'

President, The Liberty National Bank and Trust Co.,
Oklahoma City, Okla.

We have definitely passed the economic peak, but I
believe 1954 will be another good year for business in
Oklahoma. It won't match 1953 when we set an all-time
record for business activity, but it should be a good year
by any other standard. We are re¬

turning to a more normal economy
where competition will have full
play and the "customer" will regain
his throne.

According to the University of
Oklahoma bureau of business re¬

search we were going strong toward
the end of 1953. It called attention
to the fact that the index of busi¬
ness activity in Oklahoma at the end
of November, 1953, was 271.8% of
the 1935-39 average. This repre¬
sented an increase of 2.3% over Oc¬

tober, and 4.5% over November of
1952. i

Retail sales in Oklahoma during
the first 11 months ran about 20%
above 1952. Retail sales in November; 1953 were $15,-
000,000 above November, 1952. The Manager of the
Oklahoma City Retailers Association says Christmas
business in 1953 equaled or exceeded that of 1952, and
prospects for live retailers in 1954 are good.
Agriculture, our greatest source of income, had some

real headaches in 1953, what with the drought and severe

drop in cattle prices. However, our cotton crop exceeded
the ten-year average with 180,000 bales more than in
1952 on 190,000 less acres. Corn production was the
lowest on record, but sorghum grain nearly doubled
that of 1952. The aggregate value of 26 principal crops
was $50,000,000 less than in 1952. This was due mainly
to a short wheat crop of 37,500,000 bushels under the

bumper 1952 crop. According to the agricultural statis¬
tician of the U. S. Department of Agriculture, the out¬
look for our 1954 wheat crop calls for 2,570,000 bushels
more than 1953 on 18% less acreage. Weather has been

almost ideal for wheat growth.
In spite of the great numbers of cattle marketed be¬

cause of lack of range and pasture in 1953, cattle popu¬
lation is little different from what it was a year ago.
This year, however, cattle are generally in good shape
and on excellent pasture.

Employment set an all-time record in 1953. However,
the tendency now is downward slightly. Because of the
diversity of the business structure in Oklahoma the total
state economy, including labor, looks healthy.
Fewer homes will be built in 1954, and less industrial

construction is probable. There may be, however, some
increase in construction of schools, hospitals, hotels, and
some public utilities. Less overall construction is likely.

„ The oil industry, second only to agriculture in Okla¬

homa, is in good condition. Production decreased some

in October and November due partly to a drop in well
completions toward the end of the year. On the whole,
the outlook in the petroleum field is good.
Taxes are important here, as elsewhere, and Okla-

homans welcome the 10% reduction in Federal income
taxes in 1954 along with elimination of the corporation
excess profits tax.

Banks, generally, are in excellent condition and have
plenty of money available to take care of business'
legitimate needs.

Frank A. Sewell

W. W. SEBALD

* V / President, Armco Steel Corp.

We believe 1954 will be a year of good business.
As an indication of our confidence, at Armco we plan

to spend as much for capital improvements in 1954 as
we did in 1953—not to enlarge capacity but to increase
efficiency and reduce production
costs.

Looking ahead to 1954 we estimate
that the over-all demand for steel
should reach close to 100,000,000 tons
of ingots. Although this is about
12% less than the total steel output
for 1953, if our estimates are correct
1954 will be the 3rd largest steel pro¬
duction year in history. (,

The reduction in steel demand

this year will be spread over most
of the steel consuming industries.
We expect the construction, auto¬
mobile, electrical and home appli¬
ance industries to have a reasonably
good demand for their products .•

though they will not produce as w. W. Sebaid
large a volume as 1953. Exports of American made steel
also may be down somewhat because increased capacity
and modern equipment in some foreign countries, along
with lower labor costs, will make it more difficult for
American companies to compete. .

We view the anticipated reduction in volume of busi¬
ness in the nature of a mild adjustment. Since the end
of World War II we have had an almost constant in¬
crease in the volume of business. After such a sustained

period of high production, it is fortunate that we can
look forward to the coming year with optimism instead
of pessimism.
We know that people's wants and desires are never

satisfied. There is a huge demand for industry's prod¬
ucts and for services of all kinds as people everywhere
look forward to a higher and higher standard of living.
The markets are there if production costs can be kept
low enough so that consumers can afford to buy.
The problem facing practically all industry today is to

reduce production costs. In order to solve it, investment
for replacing and improving old equipment, we believe,
will continue at a high rate. This should maintain a

good rate of operations in the capital goods industry.
In the steel industry, for example, it is estimated that
about a billion dollars will be spent on capital improve¬
ments during 1954.
Economists and other business prophets judge the eco¬

nomic health of the steel industry by its rate of opera¬
tions. In my opinion this is the wrong yardstick. Busi¬
ness conditions in most industries are judged by how
many units are produced—not by how many the in¬
dustry has the capacity to produce. Practically all in¬
dustries have larger capacity than they consistently
use. Why should a different yardstick be used on steel?
Barring an upheaval in world conditions, we look for¬

ward to a year of good business in 1954. v-'V: - Y

L. D. SILBERSTEIN

President, Pennsylvania Coal & Coke Corp.1
Chairman, Industrial Brownhoist Corp.

There is every reason to believe that the coming year
will be a favorable one. Shifting degrees of activity are
bound to be seen and a "leveling off" process can be
expected by some industries. However, the American

economy was never stronger, and I
am confident that the overall degree -

of national prosperity will continue
high. .

Merely to satisfy the normal day
to day needs of a population of 160,-
000,000 American people, grown ac¬
customed to living at a comfortable
standard, will call for an active rate
of employment among American
workers. The oversea demand for
our products is an additional back¬
log. Many peacetime projects, pri¬
vate as well as public, were hitherto
postponed by reason of war priori¬
ties. These will at last get under way.
Projects of government bodies,

such as building construction and
road making can be expected to take up much of what¬
ever slack may manifest itself by reason of a reduction
in the output of war materials. Not that military ex¬

penditures will be drastically lowered—so long as Com¬
munist nations demonstrate their belligerent nature such
a likelihood is not possible.
Of over-riding importance is the wonderful vista un¬

rolled by President Eisenhower for the free world in his
stirring talk before the United Nations. Properly han¬
dled, atomic power for peacetime purposes may bring
undreamed of prosperity for the world. I believe that
the day when atomic energy will be used as a source
of power for the peacetime needs of the nation is closer
than is generally believed. Toward that end, Oscar L.
Chapman, former Secretary of the Interior, and a mem¬
ber of the Board of Directors of Pennsylvania Coal &
Coke Corp., will be asked to present his recommenda¬
tions for our participation in the Atomic Energy pro¬
gram to the next meeting of the Board. We are pre¬
pared to take every practical step to speed the day when
peacetime atomic power reactors begin to serve the
needs of the American home and American industry. Mr.
Chapman is making his study now. •

A further favorable factor that can be coimted on in
1954 is the country's strong credit position.-. With no
evidence of inordinate over-borrowing on the part of the

r-n

L. D. Silberstein

public, or of strain in the banking situation, we can count
on a liberal flow of banking credit, at a low rate, to sup¬
port-whatever activity is undertaken.

GRANT G. SIMMONS

r President, Simmons Company
Frankly, I hesitate to write 500 words on the outlook

for 1954 because I believe so much will depend on the
psychology of the American people. Most overtime will
be eliminated; there will be some actual unemployment.
The big question is will the American people get scared. -

I personally do not believe they will, and I think 1954,
while off from recent peaks, wili not be a bad year.

H. E. SIMPSON

President, The Baltimore & Ohio Railroad Company
In the last quarter of 1953 there was a softening in

industrial production in the country which is reflected
in railroad carloadings.; It is antici- , ;*v. ... ,. :

pated this lower traffic volume will
continue into 1954. This company now
estimates its traffic for the first half
of 1954 will be about 10% less than
the same period in 1953; for the sec¬
ond half of the year we estimate the
traffic will average about 5% less
than the second half of 1953. This
means an overall reduction for

. the

year 1954 of about 7% less than the
year 1953. We expect industry to
move at a slower pace than in 1953,
but we do not anticipate a depres¬
sion volume of business.

The company is in excellent condi¬
tion to handle the forecasted volume H. E. Simpson
efficiently. We have a program of
desirable improvements, but they are of such type as to
permit us to proceed with them as funds become avail¬
able on a month to month basis.

SPYROS P. SKOURAS

President, Twentieth Century-Fox Film Corp.
For the first time since free and convenient home

television began to affect motion picture patronage, it is
my opinion, as we enter the year 1954, that -the motion
picture industry has surmounted its difficulties in meet¬

ing this competition by adopting
realistic and daring measures in
order to attract and hold audiences
for superior screen entertainment. . j
For this reason, I am satisfied that

the industry will be totally success¬
ful in preserving for itself an"im-;
portant and profitable segment of
the entertainment market, not only
in the United States, but through-;
out the world. t ?

. This is my considered opinion
..after a year of tremendous chal-^
lenge and gruelling endeavor.. •*. *
For approximately seven years,

our industry has faced the formi¬
dable problem, presented by.? the
growth of television and has been

unable, on the whole, to cope with this problem by
offering nothing more than the familiar form of screen
entertainment, even though many fine motion; pictures ;

have been produced and exhibited with the old methods, i
These seven years have been lean ones for all branches
of our business and disastrous ones for many struggling i
motion picture theatres. • 1 ' Y "
Now the steady scientific research which has gone '

on through the years to supplement the art of show-;
manship has made possible new techniques in produc- •

tion and in exhibition, enlarging the horizons of the ;

camera and affording audiences an entirely new and '
different experience in * the theatres. ' The public
throughout the world has shown almost gratifying
response. At the box offices, the crescendo of approval
tells us unmistakably that better entertainment has
ended the lean years and that a more rewarding period
has begun.
In CinemaScope, which Twentieth Century-Fox has

not only introduced, but made available to the industry,
science has given us a happy combination of improved
lenses, stereophonic sound and wide screens which con¬

stitutes a revolutionary change. With this system, the
producer has infinitely greater scope in producing more
compelling motion pictures, whether of a spectacular
or intimate nature and the exhibitor, using the system,
can captivate audiences. Though this system is new,
improvements in it are progressing so that even more
latitude is given for production techniques and alert
showmanship.
Inevitably, these new techniques call for an even

better product that will make it difficult for any com¬
petition to encroach upon the motion picture market.
Even so, 1953 saw a greatly improved product for

the whole industry. Therefore, 1954 holds a. bright
promise for substantial improvements in the box office
appeal and quality of pictures.
When Cinerama established itself during the past year

and the public acclaimed it, it was demonstrated that the
public was hungry for an improved technical type of
entertainment. Cinerama can be shown in important
cities but CinemaScope can be shown anywhere.
Certainly, the public's overwhelming approval of

CinemaScope has been manifested by the greatest world¬
wide volume of film rentals for 1953 this company has
ever known and an accelerated pace for 1954 which we

Continued on page 96
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How Shall We Reason for 1954?
year strong was that the steel-
making and steel-using industries
entered the year considerably be¬
hind on their production sched¬
ules because of the steel strike of
late 1952. For some months they
were on a catching-up basis. This
meant big payrolls, with premium
wages for overtime, heavy ton¬
nages for the railroads, and in
general an element of strength
carried over from '52 rather than

marking a level, of activity that
could be expected permanently.
By the end of the year, steel sup¬
plies began to outrun demand, and
operations dropped below the 90%
level.

Second, 1953 business got a con¬
siderable push in November, 1952,
when the country elected a new
Administration "friendly" to busi¬
ness and pledged to -"sound"
money. The momentum from this
source was at least in part spent
during 1953 as the public learned
that sound money was linked with
higher interest rates and that
moving toward a balanced budget
meant extending the Excess Prof¬
its Tax to the end of 1953 and

cancelling procurement contracts
and that consumer purchasing
power was trimmed as govern¬
ment waste through overstaffing
was reduced. Some thoughtful ob¬
servers have referred to 1953 as

the "Eisenhower confidence
boom." Only time will tell whether
the President's recent State of the
Union message and what follows
it will give equal or greater mo¬
mentum to the economy of 1954.

Third, it seerns likely that the
psychological influence toward
free spending by consumers and
businessmen'as a result of the ter¬
mination of four classes of Ko¬
rean War taxes did more to add
to the business momentum of 1953
than it will do to generate new

momentum in 1954. There is an

old saying that "Anticipation is
sweeter than realization," and the
anticipation of tax savings af¬
fected workers who were fully

employed and many of them
earning overtime. But the real¬
ization of these savings will in
part affect people who have less
pay and more uncertainty. In
some cases the advertised savings
will not materialize at all because

the worker will have no taxable

income. It may appear in the end
that promised tax reductions did
more to add to the boom of 1953

1954. Indeed the President has
now asked Congress to continue
the 52% corporation profits tax
and the special excise taxes be¬
yond their expiration date of
April 1. Congress may not ap¬
prove this recommendation, but
meantime businessmen cannot
count on this tax relief.
Fourth and last was the vig¬

orous expansion of commercial
mortgage, and consumer credit
during 1953. If the down payment
^veraged 10%, the borrower's cur¬
rent purchasing power was, for
these goods, multiplied 10 times.
This source of momentum will be
weakened or reversed in the mar¬

kets of 1954 in varying amounts
if new installment credit expan¬

sion is less than that of 1953. It
will be. entirely absent if pay¬
ments on old commitments exceed
new ones, and become a deter¬
rent if net liquidation takes place.
And if installment payments are
not fully kept up, this latter de¬
velopment would impair the fi¬
nancial ability of the distributor
and the manufacturers to carry on

their, business at the 1953 scale.
So you see what I mean by sug¬

gesting that, to some indetermin¬
able extent, 1953 was perhaps
made to look better than it really
was by the addition of some hold¬
over strength from the previous
year and by advance drafts on the
strength of a succeeding year or

years. It might be suggested also
that both employers and workers
were getting the benefits of the
concluding spurt of spending for
preparedness (including parts of
our Maginot Line) and the indus¬
trial building which military
spending in part engendered.
I do not propose to take up all

the factors, good and not so good,
in our present economic situation.
Let no one suppose I underesti¬
mate the underlying strengths in
our economy or am blind to the
great progress we have made since
1929 in means of preventing any
real depression. But if we are to
keep present recessionary forces
within the narrowest possible

limits, we must see that we do not
assume there is strength at any

particular point which in fact is
weak. I shall turn, therefore, brief¬

ly to consider a point that is often
put up as a "clincher" by those
who are confident about 1954. This
is the assertion that the consumer

the year now opening, whatever
may happen in other quarters.

Can the Consumer Save the Day?

Those analysts who .find a

source of great confidence for the
future in the well-heeled con¬

sumer make three points: (1) that
disposable income of private
spenders has never been at so

high a figure as in 1953; (2) that
consumers have been saving at an
unusually high rate and now
have an unprecedented volume of
accumulated assets; (3) that the
mass of our people have raised
their standards of living, that
they like this more gracious way
of life and propose to maintain it.
This raises a very nice question

about the mechanics of prosper¬

ity. Which comes first—the hen
or the egg? Do consumers initi¬
ate a pattern of spending which
then causes producers to get busy
filling this order list? Or does
venture capitalism create a pat¬
tern of activity and employment
that gives jobs and pay envelopes
(and dividend checks) that enable
consumers to take this large and

attractive output off the market?

Of course we know these are

phony questions. Neither is
"first," but both act and react
upon one another. So don't take it
for granted that this consumer

argument is a one-way street to
perpetual prosperity. Let us look
to see just how these people rea¬
son who think that the strength
of consumer demand is going to
take care of the economic prob¬
lems of maintaining top prosperity
in 1954 and 1955. This is partly a

question of accouning and partly a

question of psychology.
Those who count on the private

consumer to save the day say:
"We recognize that there will be
some decline in government
spending and in business spend¬
ing. But consumers can make up
the difference. They have both
the ability and the willingness to
close the gap." This prompts a
look to see how large a gap it is.
Guesses as to declines in Federal

expenditure mostly range from $5
to $10 billion. Surveys of busi¬
nessmen's intentions to spend on

maintenance and improvement

suggest a drop of only about $1
billion from the very high figure

of $28 billion in 1953. But the "in¬
tentions" reflect what they would
like to spend if prosperity keeps
up to present levels. This is ob¬
viously an expansion figure. If
business actually declines only
10% in 1954, would business
spending for plant and equipment
drop by less than that percentage?
By just about that same ratio? Or
would many plans for expansion
and improvement be postponed
entirely? The less optimistic sug¬

gest that we might see business
investment dropping not only $1
or $2 billion but $5 or even $8
billion. A tremendous number of

building plans have been com¬

pleted or are nearing completion.
The pressures of 1946 and 1951
are far spent.

Well, I shall not try to guess
a figure but merely to ask a ques¬
tion in logic. If government
spending, business spending, and,
we might add, export demand all
added together subtract $15 bil¬
lion from the market for goods
and services next year, is it clear
that Mr. and Mrs. Consumer can

and will step in and add that

Continued on page 97
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confidently believe will, be applicable to the whole
industry. .

At this moment, 20th Century-Fox has already re¬
leased "The Robe," "How To Marry A Millionaire,
'"Beneath The Twelve Mile Reef," "King of the Khyber
Rifles" in CinemaScope and with opening of "Hell
and High Water" in New York on February 1, we are
planning to release one picture every four weeks. Later
on, if necessary, we will accelerate this rate of release.
As of January 11, "The Robe" had already brought in

theatre grosses of $18,691,000 in the 470 engagements in
the United States and Canada.
Even in its first neighborhood runs in 82 theatres in

the New York metropolitan area, this picture brought
in the astonishing total of $1,799,000 in 12 days.
In foreign countries this picture also was averaging

grosses double those of the average of the previous best
grossing pictures in 21 countries—England, Australia,
fvfew Zealand, Japan, Philippines, Singapore, Hongkong,
France, Belgium, Switzerland, Germany, Sweden, Italy,
Mexico, Panama, Cqlombia, Venezuela, Chile, Peru,
Fuerto Rico, Cuba.
Comparatively, "How To Marry A Millioaire" and

our other CinemaScope pictures are outgrossing all
other previous standard pictures in the few situations
where they have thus far played.
MGM has released "Knights of the Round Table" and

Warner Brothers has released "The Command" (Friday,
January 15 at the Paramount) in CinemaScope and it.
appears that up to the end of the year in the United
states there will be completed and in production about"
1>0 CinemaScope pictures.
in view of the showing already made by Cinema-

«Scope it is our opinion, therefore, that 1954 will witness
«iew all-time theatre grosses because of CinemaScope
tpictures and other outstanding productions coming out
of Hollywood, in spite of television saturation in prac¬
tically all important domestic market areas.
In its half-century of history, the motion picture in¬

dustry has met with periodic difficulties and intense
-competition, but it has always emerged with an even

/greater hold upon public attention because of a higher
quality of entertainment. Today we can record another
step forward for motion pictures as the world's most
popular form of relaxation, amusement and en¬

lightenment.
With this progress, we can not only meet the public's

taste in motion pictures, but our industry Can continue
on an even wider scale to be an instrument of service
and responsibility to the public welfare and to the cause
of freedom throughout the world and, as always, an
auxiliary to the program of leadership and assistance
which our country is offering to all the free nations.

HON. H. ALEXANDER SMITH
U. S. Senator from New Jersey

Under the sound fiscal and economic leadership of
President Eisenhower and the national Administration,
it is my expectation that the nation as a whole should
■experience a high level of prosperity throughout 1954.

As the President said in his State of
the Union Message, "at this moment]
we are in transition from a wartime
to a peacetime economy." However,
I share with the President belief
that a government ready to take ap¬

propriate and vigorous action cou¬

pled with a business community
willing to plan with boldness and
confidence can, and will, effect this
delicate transition while at the same

time developing a climate assuring
steady economic growth.
On the foreign front American

freedom remains imperilled, and will
continue to be so, for as long as the
world Communist conspiracy exists
with undiminished power. However,

I anticipate that under the constructive and imaginative
leadership of President Eisenhower and Secretary of
State Dulles the United States will succeed in further
'Strengthening the bonds of the Free World, and in allay¬
ing the remaining supicions of those nations (principally
in South Asia) which, as yet, remain uncommitted.
I have recently returned from an extended trip to

Asia in connection with my duties as Chairman of the
Far East Subcommittee of the Senate Committee on

Foreign Relations. I came away with the distinct im¬
pression that matters are on the mend there, although I
do not wish to minimize the herculean tasks yet re¬
maining to make secure the freedom of those countries
Immediately threatened by the Communist conspiracy,

• and restoring liberty to those peoples heretofore engulfed
by the Red tide. However, I was deeply impressed with
-the growing interest of several peoples in developing
their own abilities to defend their freedom, and equally
Impressed with the really substantial capabilities being
developed. This is particularly true of the South Ko¬
reans, the Free Chinese and Formosans, and the
indigenous peoples of the Associated States of Indo¬
china. Also, the recent election in the Philippines has
insured that that Republic will remain an ever-growing
bulwark of the Free World.
It is, thus, with a distinct feeling of hope that I face

1954. Much remains to be done before the world achieves
that state of peaceful well-being to which we would like
our children and our children's children to fall heir.
Many of these accomplishments time—much time—alone
can accomplish. But under the leadership of the United
'fctates there are in motion throughout the Free World
events which will carry us a long step forward to our

cherished goals of world freedom, world peace and world
prosperity. We can ill afford to rest on our oars, but we
are entitled to a feeling of genuine progress.

GEORGE L. SMITH

President, G. R. Kinney Co., Inc.

Food, Shelter and Clothing are the primary needs of
every person.
The Shoe and Leather industry is concerned with

"Clothing" and specifically "Footwear," one of the most
important items of that important
category.
Breaking this great industry down

further into its component parts,
the popular price shoe chains serve
the footwear requirements of the
great mass of American citizenry,
of all ages and both sexes.
Ours is not a "Cream" business

whose success requires abnormal
prosperity in the nation. It is tied to
America's footwear fundamentals.
Considering the small unemploy¬
ment forecast for the immediate
future, plus the amont of savings
piled up by the American consumer

George L. Smith (certainly for basic needs), plus the
substantial requirements of our rap-

,idly increasing population, plus chain store progressive
merchandising "know-how," we feel confident that bet¬
ter sales will be produced both pair and dollar-wise than
last year.

, ...

At this time we see nothing on the economic horizon
that should retard the continuing rising growth of. popu¬
lar price shoe retailing.

HON. JOHN SPARKMAN
- U. S. Senator from Alabama

Are we in a recession?

Many people say that we should not even talk about
such a thing lest we talk ourselves into a depression.
In my opinion the surest way to "talk our way into a

depression" is by ostrich-like optim¬
ism—unwillingness to face the facts
and to act.
This unwillingness to be realistic

reminds us too much of the undue
optimism in the "prosperity-is-just-
around-the-corner" line. What is
needed is a willingness to face the
facts, to be realistic and then to act.
I am no "prophet of gloom." I

believe, however, in keeping my eyes
open to the danger signals that we

. see in the headlines almost daily.
Let us see what some of the facts

are. fL
Sen. John Sparkman

H. Alexander Smith

The rise of unemployment to over

1,800,000 persons in December 1953,
more than 400,000 higher than in
December a year ago, throws a long shadow into the
year 1954. At best it gives us some forewarning that 1954
is likely to be a year of economic trial. While unemploy¬
ment is still at relatively low levels, we cant ignore
the recent sharp increases.

. ..

Agriculture has been weakening for several months.
Viewing that area alone, we must admit that we aie in
a disturbing slump. In part this has been due to the
declining foreign markets, to severe droughts in some
parts of the country, and to substantial carry-overs in
some of the major crops. The decline in agriculture has
already had unfortunate effects upon the rest of the
economy, especially automobile and farm machinery
sales, railroad layoffs, and the like. Nothing on the
immediate horizon promises to improve this situation.
Rather, agricultural economists are becoming more pes¬
simistic with respect to the next year because any de¬
cline in the general economy would have a very serious
impact on the market for agricultural products. Some¬
thing must be done to improve conditions for the farm
family.
While data on inventories and our knowledge of what

constitutes a sound level of inventories under competi¬
tive selling conditions are inadequate, some, notably
the Australian economist Colin Clark, believe that to¬
day's levels of inventory are too high and that their
adjustment could result in a chain reaction spinning the
economy into deep depression. I would not go that far,
but the inventory situation coupled with the scheduled
drop in military expenditures and the announced inten¬
tion of the Administration to reduce military personnel
strength, make 1954 a year of uncertainty at best.
The important thing against which we must guard is

that the weak spots do not snowball into depression. In
order to keep them from doing so, we have a number of
hopeful tools which were not available two decades ago.
While these tools may turn out to be inadequate in stem¬
ming the tide if it is allowed to reach full sway, we can
find much hope in the stabilizing effects of such pro¬
grams as unemployment compensation and agricultural
supports, to say nothing of insurance of bank deposits,
stock market control, etc.

i

Those who see things today only through rose colored
glasses point to the prediction of only a 5% decline in
total production. A 5% drop in production does not in
itself mean that we have "hit the skids" or that the
bottom has fallen out of the economy. A 5% decline still
leaves us at a very high level of production.
The question that concerns me, however, is: What

does the 5% decline mean after 1954? I am afraid that
the question spells real trouble for 1955 and thereafter.
Let us remember that about 600,000 young people

come into the labor market every year looking for iobs.

John W. Smith

Every year there are about 2,000,000 more' mouths to
feed in America. To meet the needs of these increasing
numbers we must have an expanding economy rather
than a shrinking economy. ' 5 * v"7
The Employment Act of 1946, if fully used, can do

much to keep us aware of what is happening and what
needs to be done. Unfortunately, the President's Eco¬
nomic Report which under the law is due "at the begin¬
ning of the session" will not be transmitted to Congress
until Jan. 28. Furthermore, the Joint Economic Commit¬
tee of the Congress was completely inactive during the
last session of Congress. I hope that in this session of
Congress it will do the job that the law sets for it.

I, for one, read the danger signs but take reassurance
from the fact that there are in the long run sustaining
economic forces in this country. The strength of these is
often little appreciated. The need for housing, food,
community facilities, highways and durable consumer

goods to supply our growing population is more than
sufficient if we act wisely to keep our economy going
at high employment in the years beyond 1954. Further¬
more, we live in a democracy and the people will not
tolerate an Administration or Congress that fails to act,
or acts unintelligently, in meeting the economic needs
of the times.

JOHN W. SMITH ^
President, Seaboard Air Line Railroad Co. r

There are some fairly clear indications that'the country
may expect to experience a period of economic adjust¬
ment in 1954, though it is not at all likely that there will
be a depression or serious impairment of^ our present
healthy condition generally. BusinessJ- .•« '••'•"i
should continue at a satisfactory high
level, even if not quite as it has been -

in the past few years. ' « ;

Should a mild business recession

materialize, there are good reasons
for believing that the Southeastern
section of the country will come

through without difficulty. For one

thing, the economic condition of the
Southeast today is basically very
sound as a result of unusual growth
and general business improvement
which has been noticeable for a

number of years, and which has at¬
tracted national interest. The popu¬
lation of the area has increased sub¬

stantially, and at the same time the
level of personal income has risen materially.
Equally important is the great bulwark of industrial

activity in the Southeast which within the past 25 years
has demonstrated its ability to grow at a phenomenal
rate. The tremendous natural resources of the area—its
forests of timber for industrial uses, its available deposits
of phosphate and ores, and other usable rfiaterials—form
a valuable combination with industry that augurs well
for an undisturbed business future. When the area's ex¬

tensive agricultural interests are added to this combina¬
tion of industry and natural resources, it can be seen
that the Southeast's position today is firm and sound.
In addition to these fundamentals in the area's basic

economy, there is a continuing expansion in many other
fields of endeavor, to the extent that a broad diversifica¬
tion of interests has developed. There have been, in
recent years, many important findings in research
laboratories which have been of great value to the
Southeast. New processes of many kinds have been per¬
fected, resulting in more varied uses of the area's prod¬
ucts and a more efficient utilization not only of natural
resources but also manufactured articles. New markets
have followed as a matter of course. The ultimate result
has been the founding of a diversified economy of a
character flexible enough to adapt itself to changing
national and international trends, with a close integra¬
tion that should assure an / even balance under the
shifting trends that generally accompany economic re¬
adjustments on a national scale. The time no longer
exists that saw the Southeastern economy based almost
entirely on only a few major products, so that its
general welfare rose or fell with the fortunes of weather
and the state of a market. 1

I

These are the basic pillars of the Southeast's new

strength, and on these the area could depend with con¬
fidence in the event of a mild recession. But there is
reason to believe that any economic adjustment that is
made will be an easy one. The business activity of the
area should remain high, and there is strong confidence
that the Southeast will continue to progress as it has in
recent years.

1 GEORGE SPATTA !
"

-!

President, Clark Equipment Company ^

I believe business in 1954 will

generally satisfactory. So far as o

company is concerned we are ma

ing capital expenditures for t

construction of new plants and t

purchasing of new equipment du
ing 1945. IfHill
We expect our company to do

well or better than in 1953.

George Spatta -
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Philip Sporn

> FHHLIP SPORN

President, American Gas & Electric Service Corp.
. In 1954 the electric^,power, industry should have a
chance to catch its breath after almost a decade of rapid
climb in load, facilities, gross revenues and earnings.
It will definitely be so on the American Gas and Elec¬

tric Company System. In 1946, only
seven years ago, the System peak
was some 1,530,000 kw; System input
somewhat below 8V2 billion kwh;
gross revenues not quite $104 mil¬
lion; and net to common $17 million.
As this is being written final operat¬
ing figures for 1953 are not com¬

pletely available. But it appears
that the established record will
show: a peak of over 3,000,000 kw;
System input of approximately 18 V2
billion kwh; gross revenues of $223
million; and net to common of $31
million. Striking as these figures
are, six months ago it appeared that
all these figures would be consider¬
ably exceeded. However, the truce

in Korea, which brought about a very much needed re¬

adjustment in the defense effort, has had definite reper¬
cussions on production levels of several of our heavy
industries, including steel, chemicals and coal, all of
which are basic to the economy of the territory in which
the American Gas and Electric Company System op¬
erates.

There has been, therefore, during the last three months
in particular, a decline in the rate of growth of electric
load. But what is significant here is not the decline
that has occurred, but the relative smallness of the de¬
cline and the fact that despite these adverse trends,
System input in 1953 will show a growth in excess of
10% above 1952 figures.
In the light of the dynamic rate of growth that was

being experienced in the first half of 1953, and the eas¬
ing in that rate of growth that has occurred during the
last six months, it is now reasonable to expect that
growth in electric system demand during 1954 on the
American Gas and Electric Company System will be
less than what has been experienced in the last seven

years and perhaps less than the long time annual growth
trend. There is thus being projected at the present time,
on the basis of the best underlying data available, a
rise in the 1954 System peak in the neighborhood of 6%,
System input in excess of 19 billion kwh, a rise of about
4.5%, gross revenue of about $232 million, representing
a corresponding rise. Net income should reflect the
increase in System input and System sales. By 1955,
the long-term rate of growth of close to 7% should re¬
assert itself.
- All this will permit catching up on a number of im¬
portant phases of sound system development and opera¬
tion. For example, 1954 will see the bringing in of
additional new generating capacity so as to bring up the
margin of reserves to proper levels for perhaps the first
time in more than a decade. This will not only have
beneficial effects on production costs, but will make pos¬
sible the carrying out of expansion and construction
operations on a more normal basis, so that extraordi¬
nary economic penalties will not have to be taken merely
to assure adequacy of supply. It will permit, too, more

thorough planning of facilities for the years ahead, the
consolidation of improvements and efficiencies that have
been brought about in the past half dozen years, and the
utilization of the resulting levels as platforms from
which to build ladders to new and higher levels of effi¬
ciency. In general it will make possible the tightening
of all operating practices.
The development of additional reserves and lessening

of pressures in connection with System expansion will
make possible more intensive effort on area and load
development. This involves not only enlarged plans to
expand territorial development activities leading to the
acquisition of additional industrial loads, but particular
efforts designed to obtain our proper share of the resi¬
dential market and to bring the goal of the all-electric
home into actuality. Specifically, it is planned to embark
on a stepped-up program of expanding electric use in
the domestic field involving not only the utilization of
the heat pump, but residential air conditioning and
resistance heating. With these will go a continuation of
the well established promotional program to expand the
use of major electrical household appliances, particu¬
larly high energy use appliances, which has been char¬
acteristic of the System for many years.
In summary, while 1954 will see a lesser increase in

growth of electric use than we have been accustomed
to during the past decade, it will result in more firm
foundations from which to advance to new levels of

demand, output, earnings, service and benefits to the
nation's economy; to the areas served; to consumers; to
the people employed in the industry; and to investors.

F. W. SPECHT
President, Armour & Co.

All indications point to a continued bountiful supply
of meats and poultry in 1954.
The big surprise of 1953 was the increase of about

30% in cattle slaughter over 1952. A substantial in¬
crease had been expected but no one

predicted the extent of the increase
at this time last year. This experi¬
ence shows that all forecasts in the
livestock and meat industry should
be viewed with caution.

Nevertheless, the U. S. Department
of Agriculture figures indicate that
there are just about as many cattle
in the country now as there were a

year ago, between 93 and 94 million.
Further, the number of cattle and
calves marketed in 1953 was just
about equal to the number of calves
born. Under these circumstances, it
is reasonable to suppose that beef
and veal production will continue at

substantially the same level as 1953.
Beef consumption per capita in 1952 was 61 pounds

and the estimate for 1953 is 75 pounds, an all-time high.
Figures on pork are almost exactly reversed, per capita
consumption dropping from 72 pounds in 1952 to 63
pounds in 1953.

Pork production has been dropping for two years and
pork will probably be in moderate supply for the next
six months. After mid-year, however, we look for a
somewhat higher level of pork production compared
to the same months in 1953.

Specht

The poultry business should continue4o grow. Volumes
of chicken and turkey production has now become ap¬
proximately half as large as either beef or pork andt
consumer acceptance of poultry has been excellent. • • ■ r

Lamb production in 1953 was about 18% above the
previous year and the outlook is for a slight decline?
in 1954.

Our population is growing every day and the demand
for meat increases accordingly. However, consumers*
should be able to buy a very adequate supply of meat
in 1954. Some meat grades and cuts always will be in
short supply seasonally, and consequently higher in price,,but there will also be bargains at the meat counter int
the kinds and cuts which are in plentiful supply.

JULIAN K. SPRAGUE

President, Sprague Electric Co.
The year 1953 witnessed another new peak in produc¬tion by the electronics industry, with total industry-volume of nearly $5,000,000,000 representing an increaseof about 20% over 1952, and substantially above the

highest levels of World War II. The
Outlook for 1954 is good, and al¬
though total output may not in¬
crease at the rapid rate of the past
two or three years, challenging op¬
portunities exist for electronics pro¬
ducers, both in the entertainment
field and in defense production.
Throughout most of 1953 demand

for radio and television sets on the
part of the public ran well ahead
of the preceding year, but some tele¬
vision business probably has been
lost in the past several months as

a result of the widespread but often
incomplete publicity given to color
television.
The effect of color on 1954 sales of

sets remains an unknown factor, but buyers are grad--
ually being made aware of the fact that color sets will
be very scarce and high priced throughout the year
and probably on into 1955. At the same time, new model
black-and-white sets equipped to receive the increasing?
number of UHF stations coming on the air will offer
the consumer the best value in television entertainment
to date.

With an expected increase in the number of television
stations from 350 currently to about 550 by the end o£
the year, and with only about 4,000,000 of the 27,000,000"
sets now in use equipped for UHF reception, the potent
tial market for all-channel black-and-white sets is still
large. This fact has been somewhat obscured recentljr
by the production cutbacks which have taken place be¬
cause inventories at all levels of the industry increased
by about 1,000,000 sets in 1953. Thus, TV set produc¬
tion this year will probably be geared to some reduce
tion in stocks compared to a build-up last year.
In the military field electronic equipment continue?*

to be of increasing importance relative to total defense*
expenditures as both weapons and counter-weapons be¬
come more complex and automatic in operation. Tho
defense volume of the industry approached $3,000,000,-

Continued on page 9$
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How Shall We Reason for 1954?
amount of spending money from
their resources?

Here we need a little more ac¬

counting and some elementary
psychology. As to the figures, we
must look chiefly to industrial
wages and farm income. Many of
you sell in farm communities.
Are farmers going to have more

to spend than they have had in
recent years? And do the pros¬

pects for city employment sug¬

gest that wage earners as a group
wil have larger and steadier pay

envelopes? Market demand is not
mere longing. A top executive of
one of our largest advertising
companies points out that very

large numbers of our people still
do not have bath tubs or tele¬

phones or TV sets—all the busi¬
ness world has to do is to cul¬
tivate this virgin market. He does
not explain how those who could
not afford these niceties of life in

the boom years of 1952 and 1953
will be able to afford them in
1954—with even a little unem¬

ployment and a mild form of

slump.

At this point cheerful references
are made to the enormous sav¬

ings that have been made by the
public in the last few years. Here
the accountant must do some

work on the very tricky savings
figures to show us which are real

fixed. A great deal of this saving
has been in the form of current

payments on homes under amor¬

tized mortgages and on television
sets and automobiles under in¬

stallment purchase plans. These
savings cannot be tapped by the
salesman eager to reverse any

recessionary tendencies of 1954
by enlarging the total volume of
consumer purchases.

But, as I said, this issue of the
consumer market involves psy¬

chological attitudes as well as ac¬

tual purchasing power. I fully
agree on the importance of sales¬
manship this year if we are going
to keep sales and orders and
hence employment up to as good
a level as possible. And to the
consumer collectively I would
say: Be as good a spender as you
can prudently be in 1954. Don't
button up your pockets and wait
for depression bargains. That
would be one fine way to assure
a depression. But at the same time
we need to ask whether in fact
the consumer is going to be a

"soft touch" for making up a drop
of $10, $15, or $20 billion of busi¬
ness and government spending.
The psychology of the buyer is

influenced by three things: the
money in his pocket, the hunger
in his belly, and the fear or hope
in his heart. Now I am not going

and which are phoney, which to try to put a weigh ticket on

savings ar^liquid- and Ayhich. are ^PQUtinned on page 99,

REPORT OF CONDITION OF
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of salt lake city

SALT LAKE CITY, UTAH

As of December 31, 1953

RESOURCES

Cash and Due from Banks $29,542,927.20
U. S. Securities (par value or less) 61,519,250.89

i 'Average Maturity 4 Vu Months)

Municipal Tax Anticipation Obligations 3,169.000.00

Total Liquid Assets. $94,231,178.09
Loans and Discounts ...1... 14,308,975.11
Storks 72,600.00

Banking House , 1.00
Furniture and Fixtures 1.00

Other Assets 2,252.20

Total $108,615,007.40

LIABILITIES

Demand Deposits $97,591,347.85
Time Deposits 6,774,860.13

Total Deposits '. $104,366,207.98

Capital Stock, Common $750,000.00

Surplus 1,250,000.00
Undivided Profits and Reserves 2,248,799.42

Total Capital Investment 4,248,799.42

Total 1 $108,615,007.40

member federal deposit insurance corporation1
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Continued from page 97
000 in 1953, and all signs point to a further rise this
vear in spite of any reductions which may take place in
total defense spending. In fact, military electronics
volume appears destined to remain at high levels for
the foreseeable future barring a drastic change in pres¬
ent concepts of military preparedness. Other impor¬
tant opportunities for growth are in industrial controls,
computers, and automation of manufacturing processes
on which only a start has been made so far. Another
growing market is that for replacement parts for all
of the electronic equipment, whether commercial oi
military, which is already in operation.
Whether more or fewer television and radio sets are

made in 1954, the year should be one of satisfactory
sales and profits for the electronics industry, and should
see an ever widening scope of applications foi its prod¬
ucts. The makers of electronic components, of which
the Sprague Electric Company is one of the largest,
serve the producers of end equipment of virtually all
types and are in a favorable position to participate fully
in the anticipated growth of the electronics industry.

LOUIS STEIN

President, Food Fair Stores, Inc.
Retail food store sales in 1953 established another all-

time record high. The biggest industry on earth rolled
up sales totaling approximately $42 billion, a gain of
about 5% over the $40 billion mark of 1952. Because

food prices during 1953 averaged
slightly lower than those of 1952, the
gain in tonnage was about 6% over
sales of 1952.
There is every indication that in

the coming year the 1953 sales record
will be equaled and possibly sur¬
passed. For 1954, as a whole, retail
food prices are expected to average
close to last year's level, with a ten¬
dency to shade downward slightly.
However, this slight price decline
will almost certainly be offset by a

gain in physical volume.
Behind the gain in physical vol¬

ume of food sales which may be ex¬

pected in 1954 is the continued phe¬
nomenal growth in the population.

Last summer, the nation passed the 160 million mark, a
figure which many experts, 15 years ago, thought would
never be reached. The birth rate has continued to soar
and longevity is increasing. The American family is
growing ever larger, with the number of families having
three, four and more children rising at an unprecedented
rate. By the close of 1954, these factors should help to
assure a population in the United States of about 164
million.

A good many economists feel that the decline in busi¬
ness generally predicted for 1954 will not be severe or
prolonged. Most recent estimates indicate that activity
in key industries, while slightly below 1953's, levels, will
be high. Our population can look forward in 1954, there¬
fore, to a continuation of record high levels of income
and savings. The effect of such high levels of consumer
income upon the retail food industry is certain to be
beneficial. Since the war, consumers have been spend¬
ing for food an average of 27% of their after tax income,
or 4% more than was spent in prewar years, when levels
of income were much lower.

The interest which Americans have evidenced in the
pleasures of eating has proven a remarkable postwar
phenomenon. From past experience, it has generally
been assumed that as incomes rose, the percentage of
income spent for food declined. Just the opposite has
happened in the past 15 years. People today, though they
eat no more per capita than in 1939, consume foods of
much higher quality. If Americans today consumed the
same types of food they did in 1939, their annual food
basket at today's prices would amount to only 18% of
their after-tax income.

There is no doubt that one reason for this significant
change in American eating habits has been the spectacu¬
lar change in the food store itself. The modern self-
service supermarket, which stocks thousands of items,
has brought an infinite variety of foods literally to the
fingertips of the convenience minded customer. The ap¬
peal of this method of retailing food is reflected in the
contihued growth of the self-service principle. In 1949,
64% of grocery sales were made in self-service stores!
both chain and independent. In 1953, this percentage had
risen to 70%. In 1954, that percentage should increase
further, i

The confidence with which the management of Food
Fair Stores, Inc., views the future is evidenced in its
continuing expansion program. In the fiscal year ending
April 1954, Food Fair will have opened 21 stores. Dur¬
ing December, 1953, the company also acquired a chain
of 19 large supermarkets in Florida, to add to the 26
units already being operated there. At the close of this

fiscal year, Food Fair should show a total sales volume

in excess of $350,000,000 and will have 200 markets in

operation, in its chain extending from New York to

Florida. This compares with the $292,700,000 total vol¬
ume for the fiscal year ended April 1953, rung up in 162
markets. Plans projected through April 1955 call for the

addition of 25 markets, bringing the total to 225, with a

volume for the year in excess of $410,000,000. At that

time, the company's annual rate of sales should top $430,-
000,000. To service the expanded chain, both warehouse
and trucking facilities are being enlarged also.

Lucian C. Sprague

LUCIAN C. SPRAGUE

President, The Minneapolis & St. Louis Railway
Good crops and accelerated industrial progress in 1953

highlighted the economic picture of the rich Midwest
territory served by the Minneapolis & St. Louis Railway.
In our four states, Minnesota, South Dakota, Iowa and

Illinois, crop failures are so rare as
to be almost unknown.
The 1953 harvests of Midwest

farms, although not of record pro¬
portions, were large, despite damage
from prolonged drouth. Each year,
the Midwest's development as a

region of vast diversified industry
becomes more impressive. The
number of new factories and dis¬
tributing plants increases steadily
and many long-established industries
expanded their facilities and outputs
in 1953.

Prospects for 1954 are generally
favorable in the M. & St. L. territory.
Last autumn, the drouth was broken

c by soaking rains and additional soil
moisture has been created by melting snow. Normal
weather during the coming spring and summer should
insure satisfactory soil and growing conditions, in fields
and pastures, bountiful harvests of grains and grasses
and abundant feed for livestock and poultry.
Because of the stability of Midwest economy and the

wide diversity of its steadily growing industry, the up
and down swings in business volume and employment
are less violent than in most other areas. The estimated
volume in 1953 was only slightly less than in 1952, as
indicated by figures for railway freight traffic.
And my opinion is that 1954 will show only a minor

decline from 1953. I am inclined to feel that Secretary
of the Treasury Humphrey was right when he said that
the economy of America must not depend entirely upon
defense production, since the diversification of industry
and rapid increase of population should provide regular
demand for all kinds of products. Possibly there will be
some demand for grain to be exported, which will reduce
the backlog of crops accumulated in Midwest elevators.
The Minneapolis & St. Louis Railway has had only a

small reduction in freight tonnage and revenues in 1953
and anticipates that any possible decline in 1954 will also
be slight. Business on our railroad accurately reflects
agricultural and business conditions in its four states,
which as stated, above are subject to less drastic fluctua¬
tions than many regions.

Physically, the M. & St. L. is in excellent shape to
handle all the business that its territory originates and
that aggressive solicitation of bridge line traffic can
obtain at its offices throughout the country. In addition,
the industrial development program, which in 15 years
has located several hundred new industries on M. & St. L.
lines, is going ahead steadily and successfully.
M. & St. L. rolling stock and other equipment is now

ample, at least for present needs. It is completely mod¬
ern. All locomotives are Diesel-electrics, and operating
costs now fully reflect their greater efficiency and econ¬

omy. Practically all freight cars are new since 1942.
Tracks and all other properties have been improved
steadily on first and secondary main lines and branches.
Yards, shops and terminals have been extensively moder¬
nized. New structures include bridges, depots and Diesel
service and repair shops.
From all points of View, we hope it is safe to predict

another year of satisfactory business, efficiently handled,
for the M. & St. L. in 1954.

E. E. STEWART

President, National Dairy Products Corp.
Great opportunities lie before us in the food industry.

Population rises have given us more than 160,000,000
potential customers. Family units are increasing rapidly.
People are living longer. And there have been increases

over recent years in consumer in¬
come and spending.
The nation's food standards are at

a new high. Industrial advances and
the mechanization of agriculture
have enabled the industry to meet
the new and increasing demands of
consumers. Today, these consumers
are purchasing food at the rate of
approximately $67 billion a year, of
which about 20% is for dairy foods.
We deal with an essential product

-which has no satisfactory substitute.
Yet in the face of a steadily widen¬
ing market, we cannot become com¬
placent. For we are entering a
buyers' market where the customer
will choose with greater care and

where the competition for his favor will be keener.
New conveniences, new taste appeals and new varie¬

ties of products must cpntinually be looked for. But
the key to success in the coming period will be hard
selling. Every element in the selling process must be
brought to peak efficiency. Salesmen must be alert and
aggressive; packaging attractive and convenient; adver¬
tising and publicity imaginative and compelling. Service
-to the consumer must be the end objective in all cases.

Total supply of dairy products is expected to reach a
record high. Milk output was 118 billion pounds in

| 1953 and may exceed that in 1954. With many stabilizing
] forces at work, we may expect the industry to continue
to do its part in helping the nation to eat well,

E. E. Stewart

James Stewart

JAMES STEWART

President, The Canadian Bank of Commerce, Toronto -

The underlying strengths in the Canadian economy
at the present time should provide momentum to carry
forward into 1954 at high levels of activity. While it is
unlikely that the rate of growth which we have seen
in recent months will continue, I
think that we can expect for the
near future at least that the trend
will not be downward.

Capital investment, which has
played1 a large part in creating the
rapid rate of growth in Canada, will
probably reach high levels again
this year, although, in view of the
completion of many large engineer¬
ing ^projects and the levelling off
in industrial expansion, it will not
likefy ; reach the peak achieved in
1953 w^en it absorbed about 23% of
the [gross national production.
The high level of income and the

growth' in population have been re¬
flected in the volume of retail sales.
Little .overall change is seen for the coming year. Credit
expansion, noticeable in 1953, is flattening out and al-
thdugh; the level is relatively high it remains a fairly
constant proportion of disposable income; a contraction
in [disposable income could, of course, mean that these
fixjed payments could only be continued by a contraction
in fthe: aggregate of current purchases.

, Injyipw of the anticipated volume of domestic con-
sumptidn> industry is likely to maintain a relatively high
rate of production. Some slackening in demand for dur¬
able goods, from the pace established after the removal
of J credit restrictions early in 1952, has been evident.
Further adjustments are forecast for the next few months
in adjusting cost structures and sales policy to the
growing competitive conditions in the economy.
Dependent as we are on foreign trade for the main-s

tenance of domestic employment, we cannot look into
the future without attempting to appraise the forces
which affect our sales abroad. Like domestic trade,
external trade is difficult to forecast because of often
abrupt changes in consumer psychology. Today, how¬
ever, not only consumer demand but also monetary and
other restrictions on trade affect the general level of our
trade. The dollar area today is faced with continually
stiffening competition from the expanding industrial
production in other areas. This fact, together with the
desire to conserve gold reserves on the part of non-dollar
areas, do not promise much improvement in sales of
Canadian goods abroad. Adjustments to make our goods
competitive with those produced in countries with a
lower Scost structure are to be expected in the coming
month's.
In sbort, adjustments to meet more competitive condi-;

tions both at home and abroad will be more evident in
1954 tpan during the past year. This is likely to be
reflected in unevenness both industrially and regionally.
Nevertheless, for the foreseeable future the overall
aggregates should rmain high. ;

HENDERSON SUPPLEE

President, The Atlantic Refining Co.
Total demand for oil products in the United States

in 1953 was about 5% higher than in 1952, and to meet
this demand operations of all branches of the petroleum
industry were at record high rates. We now believe
that the rate of increase in demand
in 1954 will be somewhat lower than
it has been in the recent past, but
that it is still likely to approximate
4%. This forecast is based on the
expectation that the. - general level
of economic activity in 1954 will be
below 1953, but above that of any
other year. We think that the year
as a whole will be one of needed
adjustments, which will require ag¬
gressive competitive efforts on the
part of business, but we believe that
most Industries, including our own,
will strengthened in the process.

Caj|kcities as well as operations
were /Increased to record levels by
the c4l industry last year. For ex¬
ample it is estimated that United States crude pro¬
ducing capacity was increased by about 357.000 barrels
per qfy; refinery capacity by about 360,000 barrels per
day; §50,000 deadweight tonnage was added to the pri¬
vately owned tanker fleet: 10,000 miles of crude and
products pipeline were completed; and substantial 'ad¬
ditions were made to marketing facilities. This expan¬
sion Iwas accomplished at the cost of about S4 billion
in cfbital expenditures, an increase of 10% over 1952.
wlbdo not foresee much of a decline in the industry's

ratelpf capital expenditures in 1954. The major part
of tll|se expenditures will again be in the crude produc¬
ing division: extensive and continuous effort is still
needed to bring domestic reserves up to the level con¬
sidered necessary for national defense. Consequently ex¬
ploratory and drilling activity will be as high as, and
possibly higher than last year. Refinery capacity will
incr^se again by about the same amount as in 1953, and
the Marketing division will receive a larger share of the}
capital expenditure dollar as competitive selling pres-
sure&increase. I
Inpan overall way, we believe that 1954 will be a

goodlyear for the oil industry. Employment in the in-
dusti^ is expected to continue to be stable, output will

— Continued on paqe 100
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Continued from page 97

How Shall We Reason ioi 1954?
each of these factors in the busi- ity without arisj^rvening depres-
xiess situation. You are merchants sion.
in a particular field. Your success This brings me to the very heart
calls for knowing the answers to 0f the message I would offer you
these questions: today—in which economic anal-

; (1) How are current and pros- tied up to the newspaper
pective incomes for farmers and headlines. This is my mterp -
mechanics, factory and white tatl?n of President Eisenhow
collar workers running as com- ? ^10rL hie

pared with a year ago, and as they the other messages that out e
will run at the end of this year? program. He co §ra a s
I country that in the past year the
, (2) Translating ''hunger" into "damaging effects of inflation have
need or desire for goods in your been brought under control" and
field, what part of the full de- assures the country that in the
mand for hand tools and shop coming year we .1 shall be safe-
tools; for household gadgets, guarded against even more dam-
mechanics' supplies, and farm aging effects of deflation. In other
hardware; for paint and'what-not words, President Eisenhower, the
has already been supplied? How broad - visioned middle - of - the
much is postponable? roader would lead his country in
(3) Are consumers going to dip what my favorite economist once

into their liquid savings next year called "the gentle art of disinfla-
to maintain and even raise their tion." This intention has already
standard of living? Or are they been shown in the fiscal policies
going to husband their past sav- of the Treasury and the mone-
ings and be even more thrifty tary policies of the Federal Re-
than last year with their current serve Board. It is further spelled
earnings because of some uncer- out in a positive but moderate

i c— farm nolirv in the President's first.

nomic literacy in which periods of
business readjustment could be
proportionate only to the excesses
or distortions of the boom period
and would not check the march
of economic growth and progress.
But this will be accomplished
only if the period of readjustment
is used to correct capacities and
capitalizations, to balance credit
structures and earning powers,

and to bring prices into line with
wages and other sources of in¬
come at full volume of output.

« I could have, wished that the
President in this opening message
had challenged all the parties to
private trade to make these ad¬
justments resolutely and peace¬
fully through collective bargain¬
ing and through executive policies
of job - giving, capital - investing,
and price-making that put the
public interest above immediate
individual profit or prestige. This
demands mutual forbearance and

a realization that the mainte¬

nance of productive activity is

more important than the uphold¬
ing of any theory of what any

particular person or group "ought"
to get. I am unwilling to believe
that the American public would
not respond to such leadership as
the British did to Churchill's plea.
The danger we face is more

subtle than the fear of physical
extermination which confronted
our English cousins. But the al¬
ternatives are grim enough—
either an "orthodox depression"
that would cripple our power to
uphold the free world against
Communist imperialism or such
drastic measures of government
intervention as would greatly im¬
pair if not destroy the very free¬
dom we seek to maintain. And
the price to be paid would not be
the literal blood, tears, and sweat
that Churchill talked about. It
would merely be a reasonable
measure of the blood of human

brotherhood, some water squeezed
out of the inflated dollar, and

quite a lot of mental perspiration.

farm policy in the President's first
special message and the moderate
labor policy enunciated in his sec¬
ond special message.
Now the question is: Can we

tainty as to how far the "dip
may go?

When Do We Start Up?
*

The way you answer this ques¬
tion will determine how you feel take it? We have had 12 years
about whether recession will be of "pie in the sky." We have come
both mild and of short duration, to love inflation as a way of life.
We are an impatient people, ac- Voices are already raised for big
customed to good times, and so new doses of inflation to deal with
it is not strange that so much at- the first faint signs of deflation,
tention centers on calling the time There is a voice of agrarianism
of the "recovery" even before that demands that the farmer
there is general agreement about shall take' no part in the shake-
whether or not we have a reces- down of disinflation. There is a

sion. It makes pleasant reading voice of laborism that says labor
to find such statements as this: must continue the same dollar
"There will not be either inflation gains every year regardless of
or deflation in 1954. . . . Six im- productivity indexes. There is a

portant factors will help to pre- voice of acquisitive capitalism
vent the current decline from ex- that puts profit margins above
tending to the end of the year and maintained volume of employ-
will, instead, reverse the trend ment. All these the President and
later in the year." The history of his team will have to meet and
business fluctuations, however, reconcile if his program of disin-
suggests that quick recoveries of flated prosperity is to be realized,
this sort occur only when the na- He must win these interest groups
ture of the difficulty was a money over to his side rather than seeing
panic or an inventory crisis. The their partisan struggle undermine
present situation certainly is not the common welfare. On this
a money panic, nor could 1 we point I could wish the President
have one under present financial had brought into his message to
institutions. Nor is it an inven- the nation more of the perspec-
tory crisis. It is often pointed out tive shown in his Guildhall
that inventories have been the speech and his remarks to the
object of skilled attention and joint session of our Congress on
almost continuous adjustment to his return to the United States. I
current conditions. could wish he had borrowed a

Thus it would seem to me note the inspiring leadership
sounder reasoning to fix attention °t Winston Churchill's "blood,
on the longer-run "adjustment" tears, and sweat speech in Brit-
between productive capacities and ain's darkest hour,
price-income relations that have, Two Misgi Notes
during the past 15 years, been
made under conditions of war and Mingled with my admiration for
preparedness and that now have many things the President said,
to be stabilized on a more per- I feel there was a priceless oppor-
manent basis to whatever condi- tunity missed in two things he did
tions emerge from the death of not say. One would have been,
Stalin, the truce in Korea, the "You can't expect to have it so
four-power conference in Berlin good all the time." The other
next month, and other develop- would have been, "What private
ments as yet unfathomable. I find business itself does will outweigh
it hard to believe that such mas- what government can do to help."
sive and complicated adjustments It is my belief as an economist
can be accomplished witnin ine that the new Administration has
span of a few short months. Still been consistently overbidding its
less can I credit the claim that hand in its repeated assurances

they have already been more than that a real recession will not hap-
half completed. I would question pen because the'government will
whether they have yet actually not let it. This procedure has a
been faced in realistic terms. certain advantage in reassuring

Hence I suggest that our major the business public and guarding
concern in 1954 should be to keep against Premature or exaggerated
recessionary tendencies, already *ear , at would | cause a wide-
emerged. from snowballing into sPread stampede tb the storm cel-
unmanageable recession. Working *ar- on the! other hand, it
out a practical non-boom way of encourages everybne to run to
life seems to me the first step in Washington with] demands for
this direction. If we can get our sPecial aid for troubles that they
feet set steadily in that path by fhould themselves] reduce in size
the second half of 1955 or the first wise action—-ai|d bear the irre-
half of 1956, I think we shall be ducible remainde| with fortitude,
doing very well. That would be This is my lasttpoint. I do not
accomplishing the "wonder of the believe in the ipetritability of cy-
world' that the President referred cles in which bufts must be as
to recently, that is, carrying an deep as booms are high. On the
inflationary military boom over contrary, I beli&viie that we are
into sustained peacetime prosper- arriving at a stage of general eco-
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Glenn W. Thompson

and development laboratories in December has also in¬
sured a firm grip on future sales potential for Todd.
Since the company's success is almost wholly depend¬

ent on staying at least one long jump ahead of the
cleverest check fraud experts, research is a particularly
important arm of the firm's operations.
From a purely financial standpoint, The Todd Com¬

pany entered 1954 in, the soundest condition in its en¬
tire 55-year history. The liquidation of $365,000 in bank
loans left the company with no funded indebtedness of
any kind.

GLENN W. THOMPSON
President, Arvin Industries, Inc.

Manufacturers will have to go after business in 1954.
That means new, hard-hitting, well conceived selling
plans. It also means rendering the last bit of fat out of
operations. Every item of expense will be studied by the

firm which wants to maintain or in¬
crease profits in 1954. Only items
which can be doubly justified after
the most careful scrutiny will be
found in the 1954 records of the com¬

pany which ends the" year in a'fav¬
orable position. • . ■ ■ ■* ;
New and improved products will

have a decided influence on volume
during the next 12 months. The pub¬
lic, with plenty of money in its
pocket, will have to be tempted if it
lets loose of its dollars. Appeals wiil
have to be directed towards the con¬
sumer — what he wants, how the
product actually will help him.
It is almost impossible to be pessi¬

mistic when one considers the poten¬
tials of our growing America. The increasing population,
the large backlog of new construction, the reduced tax-
load which adds appreciably to the money available for
buying goods and services, the great technological prog¬
ress of the past decade—all add up to a splendid year
for those who will make it so.

Arvin's products fall within four different industry
classifications—radio and television, automotive, elec¬
trical appliances and metal furniture. Television, al¬
though an infant in point of years, because of "big
ticket" items already is developing giant-size volume.
A TV receiver is becoming a "must" in the average home.
Many new stations will begin operations in 1954 and,
of course, color sets will be produced in limited volume.
Demand for radios continues strong from year to year

despite record-breaking TV sales.
The automobile industry, which led the nation out of

the great depression of the '30s, continues as a most sig¬
nificant factor in the country's economy. The produc¬
tion and marketing know-how possessed by the motor
car makers plus the forward planning they did during
the last six months of 1953 all but assures for a certainty
a splendid year for that industry.

. i The formation of more and more family units, as
America's population continues tc move upward, means
an increased demand for metal furniture and electrical
appliances. As more and more wives take positions in
business and industry the need for efficient and easy-to-
care-for equipment becomes imperative. The result is
that items once regarded as luxuries now have become
necessities in the American home. I

Yes, 1954 will be a good year for those who work
energetically and intelligently.

J. K. THOMPSON

President, Union Bank of Commerce, Cleveland, O.
1953 was a good year for business. Practically all the

production and progress indices have been higher than
in any other year. Since about the middle of the current
year the pace of economic activity has slackened some¬
what and in some lines the reduction it

will continue well into 1954.

I think that 1954 will also be a

good year for business, but not as

good as 1953. I expect a reduction
in manufacture of durable goods of
approximately 10% in 1954 com¬

pared with 1953, and In non-durable
goods a reduction of only about 3%.
I think that personal income, how¬
ever, will be within 5% of the 1953
personal income, and that disposable
income after taxes and personal
savings will not shpw a reduction of
more than 5% as compared with 1953.
Newspaper headlines from time to

time announce that the cost of living
has reached another all-time high. K< ThomPson
Upon reading the fine print, it develops that the increase
is very slight, but the general impression often comes
from the headline. Using the new consumer price index
with the 1947-49 price as 100, the index in September,
1953, was 115.2. This compared with the index in the
previous September of 114.1,)which is an increase of less
than 1% for the year. I think there will be very little
change in the consumer price index in 1954.
During the early part of 1953 there was a continuance

r of . the inflationary spiral. Bank loans reached an all-
time high. The money supply became exceedingly tight
during the first half of the year. There has not been an
/ increase in loan demand in the latter half of 1953 such
as that experienced in the latter half of 1952. The gen¬
eral inflationary tendencies and the other factors which
caused the tight money situation to develop early in

_ the year moderated about the middle of the year. The
« Completion of ..the company's modern new-research^—Federal Reserve System considered it advisable to make„„

Continued, from page 98
be moderately higher, the quality of products will con¬
tinue to be improved, and operating results should be
reasonably satisfactory.

HON. JOHN TAKER

U. S. Congressman from New York
Chairman, House Committee on Appropriations

In my opinion the Governmental situation is going to
be handled in such a way that we will very closely ap¬
proach to or accomplish a balanced budget in fiscal year
1955.

Of course, there will be involved
certain reductions in Federal spend¬
ing and some of the ammunition
plants that are now operating in two
or three shifts will be down to one,
but I think that the drop in Federal
spending will only result in a reduc¬
tion of three or four billion dollars
in outside purchases and that would
hardly be more than 1% of the na-

, ( tional income and spending capacity.
The appropriations for the fiscal year
1955 which begins July first next
will probably be on the order of 60
to 63 billion dollars and the Federal
spending should be not far from 64

• billion dollars.
Hon. John i aber j see j-fog economy of the

country go along on very close to the rate that has
existed in 1953 and I look to see the private purchases
and consumption take the place of a very considerable
part of the drop in government purchases.

G. L. TODD

President, The Todd Co.

It is obvious, even though final figures are not avail-
Abie at this writing, that 1953 sales of The Todd Com¬
pany, leading maufacturer of safety checks and check
protecting equipment, will set an all-time record. The
previous record sales figure of $19,-
063,891, set in 1951, is djue to be
topped by at least half a million
dollars.

yVe fully expect our sales to hold
at record levels throughout the com¬

ing year. We are just getting started
on our expansion and modernization
program, which already has sub¬
stantially increased our plant capa¬
city during this past year and will
enable us to offer constantly im¬

proving service to customers.
We realize that we've been pass¬

ing through a period of abnormal
"catching-up" on deferred demand
caused by war-time cutbacks in ci¬
vilian output. This happy time is
about over for us in the check business, as it is for
most other businesses. We are fully aware of the fact
that we are going into a new period which will ne¬
cessitate the development of new, larger markets than
those offered by pure replacement demand. New prod¬
ucts of superior quality are part of the answer. The
rest Qf the solution lies in manufacturing efficiency,
carefully- planned merchandising programs, and/ top-
quality service.
We feel no concern over the passing of the postwar

sellers' market. We expect to realize gross sales of over
$20 million in 1954 for the first time in our history.
Sales ,of the company for the first 12 periods of its

13-period business year totaled $18,079,000 during 1953.
During the corresponding first 12 periods of 1952, sales
totaled $16^836,000.
More significant, perhaps, of the Todd Company's

coiporate health is the fact that gross sales have nearly
doubled since 1946, the first full year after the war—
increasing, in that time, from about $11 million to nearly
$20 million. Sales volume has increased about 40%
since 1950.

Two major factors have contributed to this substan¬
tial increase in company sales: a growing awareness
in the business world of the value of an attractively-
designed check as an advertising and publicity tool;
and an increasing recognition of the need to protect
checks positively against fraud. Both of these trends
are still relatively in their infancy, in my opinion, and
will help provide an expanding market for the com¬

pany's products in -1954 and future years. • . .

New products of advanced design will further widen
the market for The Todd Company in 1954. One such
important innovation is the recently-announced Todd
Check Disburser, which is the world's first portable
machine capable of writing, signing and dating a check
in a single operation. Other dramatic new products are
now on the drawing boards.
Plant capacity has been paced to rising sales at Todd.

Production bottlenecks have been broken with the in¬
stallation of about $90,000 worth of new high-speed off¬
set and letterpress equipment in the Printing Division,
«*long with new high-speed collating, perforating and
funding machines. Remaining backlogs of orders will
t*e further reduced in 1954 as the addition of more high¬
speed modern machinery is completed. Printing capac-=

ity has already been increased up to 50% in Todd's
main plant in Rochester. A similar comprehensive uro¬
gram to increase manufacturing efficiency has been
carried out among the firm's branch plants.

George L. Todd

Milton Tootle

additional reserves available at that time and money

became somewhat easier.

Some progress was made during the year in lengthen¬
ing the maturities of the government debt and probably
more would have been made if it had not been for the
restrictive debt limit. Such limit should be raised as

soon as possible to permit of proper debt management.
During the past year we have had a relatively stable

dollar, and I think we will continue to have in 1954.
I see no indication of any sharp increase in commodity
prices or any reason to anticipate any sharp decline. I
think with our ever-increasing population, the present
situation regarding the distribution of our wealth, and
the fact that our economy is basically sound, that 1954
will be a good year. Our banks have never been more
sound nor in a better position to be helpful to industry
in its efforts to do a fine production and sales job in 1954*

MILTON TOOTLE ,

President, The Tootle-Lacy National Bank,
Saint Joseph, Mo.

This bank serves an area including the Northern part
of Kansas, Southern Nebraska, Northwest Missouri, and
Southwest Iowa. In this area we have 187 bank corre¬

spondent accounts, with .whom we work closely.
Agriculture is our main industry

and six. months ago we were con¬
fronted with a serious drouth con¬

dition. Because of the drouth and
the sharp break in livestock prices,
the outlook was serious. However,
we are pleased that in the final anal¬
ysis we have come through this
trying period in a much better con¬
dition than was expected. While
heavy losses were sustained in live¬
stock operations, our people had re¬
serves such as cash or unencum¬
bered real estate that has brought
them through. There has been a
sharp liquidation in loans and our
banks are in a liquid condition. Of
course, the drouth situation is still

serious in most parts of our trade territory although
Kansas, generally speaking, has had sufficient moisture
to properly start their winter wheat.
In our projection for 1954, moisture is still the key

to the situation. If ample moisture is received over our
trade territory, we will expect the following results:
Roughly, the first six months of 1954 should be slow in
all lines of business due to the fact that we feel our
people will be hesitant in making purchases until crops
are assured. We also believe that the livestock mar¬
kets will level off at about present prices placing future
operations in this industry on a vbetter basis. Then,
if we get the needed moisture, we expect an upturn In
business conditions the last six months of 1954.

G. W. VAN DERZEE

President, Wisconsin Electric Power Co.
Tn 1954, the electric, industry celebrates "Light's Dia¬
mond Jubilee" which will dramatize the most significant
75-year period in the progress of modern civilization
... a period in which the most important of all con¬
tributions todard the comfort and
well-being of the American',family
may well be the contribution made
by the electrical industry. \
Few indeed are the activities of

modern life in which electricity has
no part. No prophet of old predicted
what electricity achieves today —

and no modern prophet can accu¬

rately predict what new and un¬
known services electricity will pro¬
vide tomorrow.

However, the trend toward all-
electric living is so strong that there
is no reason to believe that 1954
or any of the years immediately
ahead will witness a serious inter- „ ,, n

ruption in the kind ofprogress .;r-u,diW Vi" De"e*
which has characterized the activities of the electrical
industry since its beginning. .■

In 1953, the electric companies of America sold more
than twice as many kilowatt hours of electricity as they
did in 1946, the first year after the end of World War II.
The kilowatt hour increase in sales was greater than in
any previous year. |
It is always possible that"a natural slowdown in the

terrific postwar pace of industry may have a consequent
effect on the rate at which demands for. electricity in-;
crease. It may happen in" 1954V Even 'if it does, such a
situation should not be of serious proportions. -.It would
provide an excellent opportunity for the industry to
consolidate its gains andj..pj^pare, for future periods
of expansion. s-.>v z. " : .

There is still plenty of opportunity for record-breaking
achievement in the eleetrieat industry. Each year more

ways are discovered in'which electfibity can be used
to shift the burdens of man to ^sturdy .mechanical

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



Volume 179 Number 5292 . . . The Commercial and Financial Chronicle (353) 101

still present—especially in the field of heavy appliances
such as ranges, water heaters, freezers, clothes dryers,
room coolers and devices for house heating. The appli¬
cation of electricity to new industrial techniques has an

apparently limitless horizon. Lighting and air-condi¬
tioning for stores, offices and business institutions
provide a fertile sales field. The demands of farm cus¬
tomers for the kind bf electrical farming equipment
whicn makes farming easier, better, and more profitable
—are only beginning. There are plenty of opportunities
for increased sales in 1954!

One bright omen for the years ahead is the indication
that the political climate in which the electric utility'
industry and all busness operates is- changing for the
better. More than anything else, all business needs a

constructive and encouraging attitude on the part of
government. An end to oppressive taxation will help
the electric industry in its continuing and successful
efforts to keep the price of electricity low in comparison
with other items of the household budget.

Despite the voices of its critics, the business-managed
electric utility industry continues to market a service
that the average homemaker recognizes as today's best

bargain. This is evident in the mounting demands for
more service from every type of customer. Such an

evidence of faith in our business practices can be con¬

strued as a vote of confidence from the people of Amer-i

ica—and be used as a basis for optimism in 1954 and
the years ahead.

W. G. VOLLMER

President, The Texas & Pacific Railway Co.

It is the thinking of many well-informed business and
industrial leaders that business in 1954 will just about
equal that of 1952. If that materializes, and present
indications are that it should, we shall continue to enjoy

a high volume of trade activity, for
business in 1952 established a new

peacetime record.
The predicted downward adjust¬

ment in business should not need¬
lessly alarm us. It can prove to be
a stabilizing influence essential to
the .sound development of our econ¬

omy. We cannot continue year after
year to establish higher and higher
records without occasionally : ex¬
periencing periods of leveling off—
or periods of consolidating our gains.
Present,forecasts Indicate govern¬

ment spending for military purposes
should run close to $40 billion, while

W. G. Voiimer capital expenditures by business and
industry for plant and equipment

should exceed $25 billion. Other economic factors es¬

sential to business and industrial activity, such as em¬
ployment, purchasing power, housing, personal savings
and an expanding population, all stand at high and sub¬
stantial levels, thus serving as a bulwark for 1954.:
For the past six years the railroads have spent for

plant and equipment more than $1 billion annually.

In all probability, they will spend another billion in 1954b

for new equipment and for improvements to roadway
and structures, new yards, stronger track, new signal
and traffic control system, new shop facilities, and the
like. ;

In the Southwest, business and industry has expanded,

steadily and substantially for a great many years. Pop¬
ulation growth, likewise, has shown a heavy increase,
thus expanding the importance of the Southwestern,

market. This favorable economic situation should con¬

tinue for many years to come, although the industrial
expansion in 1954 may not be as great as it has beea
in previous years. ' ~ ;
If we experience a downward readjustment in busi¬

ness and trade activity in 1954, it is reasonable to as¬

sume that both gross and net revenues of the railroads

will be adversely affected. It is quite likely, therefore,
that gross revenues will be below 1953 by as much a#

five or ten per cent. With some railroads, the decline-
may be more; with others, it may be less.

Every indication points to the fact that 1954 is going!
to be a real buyers' market, the first in several years.
We are going to see a return to some*1 good old-fash¬
ioned competition. But that need not alarm us. Our

free competitive system is the foundation of our high.

Continued on page 102

Public Utility Securities'
By OWEN ELY

Commonwealth Edison Company
Commonwealth Edison formerly and a new company, Northern

ranked as the second largest elec- Illinois Gas Company, has recent-
tric-gas company as measured by ly been formed. Commonwealth
annual revenues, but Pacific Gas is currently issuing $60 million gas
& Electric with the help of a $33 divisional lien bonds due 1979,
million rate increase spurted which will later become first
ahead. Now Commonwealth, with
a $20 million rate increase recent¬
ly approved, might again give

mortgage bonds of the gas com¬

pany. Details of the transfer of
properties and securities between

Pacific Gas a run for second place, the two companies are contained

Commonwealth, as its record in i*1 re(* herring prospectus on
the accompanying table shows, has new bond issue. The new gas
enjoyed steady though not phe- company is expected to earn
nomenal growth and stable earn- somewhere in the neighborhood of
ings, with a dividend record since ^00 to $1.10 a share during 1954-55
1890. Residential and rural sales ?/* common stock, of which
contribute about 32% of electric there are to be 5,500,000 shares
revenues, commercial 30%, indus- ?^ts^an?jng\ ** is reported that
trial 27% and miscellaneous 11%. the dividend payout may approx-
Presumably due to fuel costs, resi- °f earnings. ••• ■■ ■
dential electric rates in 1952 were . ^ e new stock might therefore
slightly above the national},aver- be expected to sell initially some-
age and kwh. residential .usage where in the neighborhood of
slightly below average. Domestic
service provides about two-thirds
of gas revenues, with space-heat¬
ing important.
Electric power plants have a

12-14, it is estimated, when held
by the public. But Commonwealth
has not yet divulged any time
schedule for the distribution of
the gas stock to its own stock¬
holders. Based on the purely arbi-

capacity 3,122,00ft kw. to which trary assumption that the stock
may be added 150,000 dew. sched- might ^ distributed over a 10-

w®? t° j° 'I* ,!• operation,-at dhe year period, this would result in
Ridgeland>station_ fat^ in. >1953. Commonwealth stockholders re-
Three additional ,150,000 kw. units cejving annually stock worth per-

J baps 400 a share (not subject to
1954, or a total °f 450,000; and in current income tax) in addition to
1955 a 191,000 kw. unitjs planned
for installation by the subsidiary,
Chicago District Electric Generat- may pay jn future.
ing. By the end of 1956 the Sys¬
tem should have a net effective

capacity of 3,913,000 kw., an in-

the regular $1.80 cash dividend,
or whatever rate Commonwealth

Commonwealth's current earn¬

ings, including the gas division

crease of 71% in the postwar pe- anc* adjusted for the rate increase,
riod.

would approximate $3, but full
conversion of the two preferred

The company s gas business st0cks would reduce this figure
made considerable progress in tQ around $2.75. The gradual loss
1952 as larger supplies of natural of earning power due to future
gas became available and new distribution of gas stock might be
home-building in northern Illinois jargeiy offset by increased electric

4-. vt 1.^.1 n 4- v-» s-\ /-I f\ *-» y-l I A T T /■» I n li'l+f w v

continued at record levels. Fifty-
two thousand residential custom¬
ers began to use space-heating in
that year, bringing the total to
127,000. However, saturation was
still only 30% and there was a

waiting list of 60,000 heating cus- would be *14
tomers. The company hopes to
benefit by the construction of a

huge underground gas storage -

project near Herscher (about 60
miles southwest of Chicago) by a

subsidiary of Peoples Gas. Some
initial difficulties have been en¬

countered with this project due to
.leakage, but these are reported -

largely overcome.
Commonwealth Edison some

months ago announced plans for

earnings, it is conjectured. Com¬
monwealth has been selling re¬

cently around 38V2 to yield 4.68%.
The price-earnings ratio is 16.5,
but based on the adjusted pro
forma earnings of $2.75, the ratio

Revenues —Com. Stock Record—
Approx.

Year (Millions) Earns. Divids. Range

1953—.. $326* $2.34* $1.80 38-32
1952— 304 2.25 1.80 35-30

1951— 281 1.70 33-28

1950 . 271 2.12 1.60 33-26

1949 . 249 2.13 1.52 ',4 31-25
1948 238 1.76 I.42V2 29-25
1947 . 219 1.97 1.40 34-25

1946 196 1.91 1.40 36-29

1945 192 1.89 1.40 34-29

1944— 189 1.78 1.40 29-25

°For 12 months ended Sept. 30. 1953.
«'-Peduced 20c by adoption of bi-monthly
billing. «> *. M* *■ -1

Why Don't
You

Stimulate

Individual

Enterprise

•Mit

INDIVIDUAL enterprise flourishes only when risk
can be calculated, and when earned rewards can be
retained. Calculation is impossible when themedium
of measurement — money — is unreliable. And re¬

wards—paid in currency of shrinking value—are as
tenuous as the smokescreen created by the tire of
inflation.

The Federal administration was elected on prom¬
ises of sensible economics and sound money. The
best way to fulfill these promises is by enactment
of the Gold Coin Standard. The best time to do it
is now.

The right to redeem curren<y for gold coin is
fundamental in a free economy. It gives the people
sovereignty over government. When displeased with
government financial practices, they can automati-

Excerpt from Republican
^'Monetary Policy" Plank

oor.0'lU«
futty ^-1

18^dbas

•Registered Trade-Mark

"Is The right to redeem currency for
gold will help keep America
free . . . oik your Senators
and Congressman, to work ond
vote to restore the Gold Coin

Standard.' Write to The Gold
Stondord league, lalrobe.
Pa., for further information.
The leogue is an association
of patriotic citizens joined in
the common couse of restoring
• sound monetary system.

by returning to the

GOLD COIN STANDARD?

cally halt monetary inflation by cashing in currency...
for gold coin. > ' • "V

For twenty years the recently deposed federal
administration held this power away from the.
people. During those years, the purchasing power
of the dollar declined about 60%.

..

Improvements in industrial productivity during
the same period helped to mitigate the effects of the
dollar's shrinking value. For example, Kennametal*
—super-hard cemented carbide introduced in 1938,
has tripled the output potential of metal-working
and mining industries. But, it is a losing battle.

The President, important Cabinet members, Sen¬
ators, and Congressmen have recognized the inher¬
ent Tightness of return to the Gold Coin Standard.*.
Why, then, should legislative action on it be de¬
layed? The United States owns 65% of the world's
gold—$11 in gold for every $100 of currency and
bank deposits.

Returning to the Gold Coin Standard will demon¬
strate to our citizens that its government has faith
in them—will win the world's respect for our mone¬
tary might—will encourage individual enterprise
and stimulate American industry, of which Kenna¬
metal Inc. is a key organization, to contribute
ever-increasing benefits to all our people.

We must resume without devaluation or delay, j
One el a series of odverlisemenls published In the public interest by R-13

i#;-
s-V<
m"it&

1 1
1 |

k infill
i. ' •• ,• . -ft- • • .'•* :t

Idtrobe, Pti.

WORLD'S LARGEST Independent Manufacturer Whose Facilities are Devoted Exclusively
to Processing and Application of CEMENTED CARBIDES

V* * <
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Byron S. Vanstone

Continued from page 101
standard of living, our prosperity and our economic
strength. Good, wholesome competition stimulates re¬
sourcefulness, ingenuity and creative power.
As has been the case for many years, various restric¬

tive rules and regulations seriously handicap the rail¬
roads in their competition with other forms of trans¬
portation for the nation's traffic. Greater freedom in
their operations would enable the railroads to increase
their efficiency and strengthen their financial struc¬
ture. Years ago the railroads ceased to be a monopoly,
yet they continue to be treated as such.
As a people, and as a nation, we doubtless shall be

confronted with many political and economic problems
in 1954. But that is nothing new. We always have had
problems, but despite them we have moved steadily on¬
ward and upward in progress, in prosperity and in
national strength. Oftentimes, we have converted our
problems into stepping stones to success. We should
do the same thing in 1954.

B. S. VANSTONE

President, The Bank of Toronto, Canada

One of Canada's most prosperous years has just ended.
Industrial activity has been strong and profitable, with
exception in only a few lines. New construction has con¬
tinued at a high level. Agriculture has had a good
season. Government revenues have
been sufficiently buoyant in the first
three quarters of our fiscal year to
practically assure a balanced budget,
and exploration has been rewarded
by the disclosure of worthwhile ad¬
ditions to already impressive lists of
natural resources.

Toward the close of the year, how¬
ever, some indications of slackening
in the momentum of the economy—

such as listlessness in inventories in
a few industries, notably textiles—
began to make their appearance and
when first recognized, created a little
apprehension of conditions in the
year ahead, but on close examination
there are offsetting factors which

dispel pessimism. It would appear largely a change from
a sellers' to a buyers' market. Undoubtedly industry will
be more competitive with the buying-public shopping for
values, but with the heavy backlog of personal savings
and employment holding up, business should continue to
be reasonably good.

Mining discoveries of former years have been brought
to the point of paying off in extra-minerals. Saskat¬
chewan's extreme north country has begun producing
uranium. From the new mines at Lynn Lake the first

copper ore has commenced to roll southward to Edmon¬

ton, Alberta, for modern refining with natural gas, and
fertilizer will be a by-product of the process. New open

pits, supplied with power by submarine cables under the
St. Lawrence River, will soon produce copper in the
wild Gaspe interior; and our new railway should be

ready next summer to bring iron ore from the surface

deposits in Labrador.

Without doubt Canada, being close to great markets,
will grow vastly in importance as a source of industrial
materials.1

Petroleum has forged ahead to first place in value

Bmong our subsoil products. Already half way to self-
sufficiency in oil, we may attain it altogether in the
next few years. Pipelines have been completed from
Alberta over the Rockies to the West Coast and also to

Eastern Canada.

The prodigious engineering achievement at Kitimat,
B. C., will soon begin producing aluminum for ourselves
and for export.

The outlook for our large forest industries has im¬

proved considerably, with renewed interest by Great
Britain and the Orient in our markets.

Capital expenditures will continue at a high figure
and while there may be some falling off in industrial
expansion, construction for homes, hospitals, schools,
roads, will be on an extensive scale.
In connection with defense expenditures, the govern¬

ment has intimated that these will be maintained at the

recently established rate of over $2 billion a year and
announced a seven-year commitment for aircraft which
will keep this industry in full production for some years
to come.

Summing this all up, our National Product should con¬

tinue at a high figure and while competitionwill necessi¬
tate sound merchandising, with our natural I resources,
industrious people and stable government,-we can look
to the future with confidence.

Ernest H. Volwiler

ERNEST H. VOLWILER

President and General Manager, Abbott Laboratories
There are good prospects that this year the drug in¬

dustry will show some further growth over 1953. This
will be based largely on growing demand for products
recently developed and marketed, plus some others
coming from the research labora¬
tories this year. Among the favor¬
able factors are the increasing
awareness of the importance of dis¬
ease prevention, and the demand for
the best medical care, including of
course the most effective drugs; our
population growth, at the rate of
2V2 million per year; the continuing
emphasis on research in the drug
field, for which $100 million is spent
annually in the U. S.; and the rec¬
ognition and acceptance of American
pharmaceuticals in foreign countries
as the standards of originality and
quality.

On the unfavorable side are the
overcapacity that has been built up,
especially in the antibiotic field; a weak price situation
in certain lines; import restrictions and devaluation in
some foreign countries; and the renewed competition
in export, particularly from Germany, England, and
Switzerland.

Because of the larger percentage of small children
and of older people, there is a growing awareness of the
importance of diseases in these class groups. For the
elderly, this is leading to much more attention to de¬
veloping drugs for the alleviation and cure of diseases
of the heart and circulatory system, arthritis, and cancer.
For people of all ages and in all walks of life, the cost
of good drugs and good medical care is but a small part
of the economic waste caused1 by illness.
The drug industry is a fundamental one, and as such

is somewhat less suspectible to the vagaries of general
business. Within itself, it is highly competitive. Often
valuable new drugs soon encounter competition from
some other newly discovered1 products for the same
purposes.

In spite of the weak price situation for penicillin and
streptomycin— or possibly partly because of it— the
search for new antibiotics goes actively on. Some bac¬
teria develop resistance to an antibiotic, like penicillin,
and it is well to have other products available for re¬
placement in such cases. This kind of struggle with
versatile bacteria will go on and on, so we may expect
a continuing interest in new antibiotics and similar
agents. Also, there are still many diseases' awaiting
newer and better drugs, such as tuberculosis and the
diseases caused by viruses. Thus there seems to be no
limit to the demands, and almost no limit to the pos¬
sibilities.

Some of these possibilities should be met in 1954. To
meet them, still more aggressive selling and promotion
will be used, and there seems to be good reasons for ex¬
pecting 1954 to compare favorably with 1953.

A E. WALKER

President, The National Supply Co,
Based on industry forecasts that/ the number of.

wells drilled in 1954 will be about the same as in 1953,
and that domestic oil consumption will show a normal
increase of about 3 to 4%, we can expect our business

for the first six months of 1954 to
be most satisfactory. To predict be¬
yond a six months period would be
guessing.
There is nothing in the immediate

future to stimulate the purchase of
capital goods, such as new drilling
rigs, because operators, having pur¬
chased heavily in the past few years,
are going along with the equipment
they have. But with the number of
rotary rigs in operation at year end
in excess of 3,000, almost an all-time
high, there should be a continuing
demand for many of the other items
sold in National's oil country stores.
Our tube mills at Ambridge and

Etna, Pa., operated by the Spang-
Chalfant Division, both have good order books for the
first quarter of 1954. National Supply also has an engine
plant at Springfield, Ohio, and plants at Toledo, Ohio;
Houston, Texas; and Torrance, California, for the manu¬
facture of oil field machinery and equipment. A new

$3,700,000 plant is now under construction at Gainesville,
Texas.

National's sales in 1953 reached an all-time record,
more than $230 million. Net income was ih excess of
$9 million. The net income was $9,559,231 in 1952 and
reached the record figure of $10,933,308 in 1951.
The year just ended was marked by the devolpment

of a number of new products by our company. These
include two new drilling rigs, one for medium-to-deep
drilling and the other a truck-mounted rig for shallow
drilling and well servicing; a new gas engine and a new
diesel engine, a torque converter intended for" both oil
field and industrial use, a triple X pump and two new

hydraulic pumping units, a new grade of oil well casing
with a minimum yield strength of 110,000 pounds per

square inch, and a new oil well tubing that will with¬
stand the extremely severe and variable conditions en¬
countered at record well depths. . . ,

During the year National opened new stores at Liberal,
Kansas; Fort Morgan, Colo.;.Whitesboro, Texas; and

A. E. Walker

Newcastle, Wyoming; and Weyburn, Sask., Canada. It
now has 118 supply stores throughout the oil country of >

the United States and Canada. A number of the stores
have been enlarged and modernized during the year.

r The world's record for deep well drilling, made by a
National Supply rig in 1949, was broken by another
National Supply rig in August, 1953. The new record
depth is 21,482 feet.

D. S. WALKER

; • Vice-President, Combustion Engineering:, Inc. ,

I find it rather difficult to make a firm forecast for
our operations in 1954. In our particular line of business
where the major portion of our production covers items
with deliveries ranging from one to three years, there
can easily be a wide discrepancy be- . . / . :

.,tween billings and bookings... For
,1954—due to the fact that we still
are in the fortunate position of hav-
ing an extremely good backlog—
our billings should be most satis- :

factory. - . •

A major portion of our total dol¬
lar volume is secured from the
'Public Utilities. This covers steam

generating and fuel burning equip¬
ment for the large Central Stations.:
Hence, our bookings of new business
depends upon that industry's fore¬
cast for the load demands of three
years in the future. 1953 saw the
smallest total volume of such busi- d. s. Walker -
ness that has been placed in several
years. We were fortunate, indeed, in securing a rela¬
tively high percentage of this total. However, it was
still materially less than similar business booked in
1951 and 1952.

Based upon the close correlation of our own forecast
with those of the electric industry and such other major
suppliers as General Electric and Westinghouse, we feel
relatively confident that the bookings in 1954 will be
somewhat greater than those of 1953.
We anticipate approximately the same total volume of

business booked from the industrial fields. Here we
supply not only the steam generating and fuel burning
equipment but also grinding equipment for the process
industries. ' >

Our Soil Pipe and Domestic Hot Water Heater Divi^
sion anticipates approximately the same amount of busi-!-
ness booked as in 1953.-
In summary we anticipate another good year in bill¬

ings and a year modestly better in bookings. ^
"'.I / ■ .,i i

CLOUD WAMPLER

President, Carrier Corp.

Air conditioning sales registered their greatest expan¬
sion to date during 1953 as total retail volume increased
to about $1% billion as compared with $1Y4 billion in
the preceding year. The 1953 increase was double that

shown by the industry in 1952, and -

the most significant areas of growth
in 1953 were in year-round air con¬

ditioning for homes and 'in large
central systems for multi-story office
buildings.
Estimates in the various lines of

air conditioning are as follows:
b In the residential field, sales of
central equipment for entire homes
increased nearly three-fold, from
15,000 units in 1952 to nearly 50,000
units during 1953.
Sales of room air conditioners—of

which about 75% are currently going
into homes — more than doubled*

Cloud Wampier from 412,000 in 1952 to close to
1,000,000 in 1953.

At the same time, a pronounced trend toward the com¬

plete central air conditining of existing office buildings
became apparent during 1953 in the nation's major cities.
This was on top of a continued demand for central sys¬
tems for new office building construction.
Carrier Corporation sales in all fields of air condition¬

ing and refrigeration, including defense business, rose
to about $165 million in fiscal 1953. This compares to
1952 volume of about $108 million, and marked the
fourth consecutive year of new sales records for Carrier,
further strengthening the company's position of leader-
shig ln the industry.
Over-all sales results during 1953 have strengthened

my prediction that the 1950's will be the great growth
decade for the air conditioning industry. The growth
trepds evidenced during 1953 can be expected to con¬
tinue over the years to come and by 1962 total retail
sales should reach the $5 billion mark.

fee fastest-growing segment of the industry and that
which offers the greatest potential is in year-round air
conditioning of homes. The great proportion of such
installations in 1953 were in new homes, many of them
in-the5'under-$15,000 speculative building field. This
was made possible by the development of compact, ecor
nomical year-round units. ; . .

In the coming year the industry will see another major
residential market begin to develop, that in the nation's
existing homes. This potential is virtually untouched
and is even greater than that for new residences.
• -In total, it seems probable that the number of dwell¬
ings with complete, year-round aid conditioning should

■* totalabout 2,000,000 by 1958 and that such central equip¬
mentlot both new and existing homes should be sellingDigitized for FRASER 
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at a rate exceeding 1,000,000 installations a year 10 years
from now. ?. - ..

^ .

A similar evolution is already apparent in the office
building field. The majority of large, multi-story office
structures built since World War II have included com¬

plete central air conditioning in their basic planning.
Today, large numbers of existing buildings are install¬
ing central air conditioning as the most effective means
of meeting the competition for first-class tenants and
employees now developing in many cities as the result
of recent, large-scale building construction.
Outside of residences and office buildings are the

many industrial plants where air conditioning will be¬
come a competitive requirement in order to obtain the
most efficient working conditions. This market repre¬
sents the greatest single potential next to residential
installations.

,

In addition, the current evolution of new products
and methods, such as synthetics of all types, together
with high precision, virtually automatic manufacturing
operations has created an even stronger need for air con¬
ditioning as a processing device.
We have arrived at a period in this nation's history

when virtually every structure—residential, commercial,
or industrial—presents a demanding and increasingly

• immediate air conditioning opportunity. Nor can anyone
sensibly say that a single type of equipment is the "best"
to handle this potential, since each situation requires its
own most satisfactory and economic solution. Along

• with the recent extraordinary growth of residential sys¬
tems, Carrier for example has this year recorded an

j increase of nearly 40% in orders booked for "big" cen-
- tral system air conditioning. Our sales of packaged
equipment for commercial use — currently among the

: largest in the industry — are expected to increase in
. about the same proportion.

Just as in other industries where large numbers of
users and manufacturers new to the field were involved
for the first time, a substantial amount of operational
and service complaints can be anticipated. There can be
no solution for this other than to produce the finest
mechanical • equipment possible, to provide maximum
service, and to help educate the public to its effective
operation, just as the public has now become an author¬
ity on the operation of motor vehicles.

•

^ As part of its program to meet this situation, Carrier
is installing the most complete testing system on its
room air conditioner production line ever seen in the
industry. Further, Carrier will devote an important por¬
tion of its research, public relations and advertising
activities—as in the case of its continuing Weathermaker
Home campaign—toward developing the best usage of
air conditioning, in the home and elsewhere.

For the first time in our industry's development, we
have a very large segment of the public using air con¬
ditioning, and expecting a great deal of it. We are lay¬
ing our plans to exploit our full potential of more than
a half-century of knowledge, experience and expanding
facilities, so that the ever increasing number of users
will not be disappointed.

RAWLEIGH WARNER

Chairman, The Pure Oil Co.

Volume wise, 1953 broke all records in the petroleum
industry. The weathervane points to a somewhat larger
volume of sales in 1954. A somewhat smaller' profit
per unit is a possibility. At first glance, this may indi¬

cate economic smog, but it is, in fact,
the way American industry has been
penetrating mass markets for many
years.
If larger volume compensates for

a smaller unit margin, industry prof¬
its for the year could equal 1953.
This would, of course, be further
ensured if corporate income taxes
were reduced a few points below the
present rate of 52%. But if the in¬

dustry can have a breather from

rising costs, as seems likely on its
purchases of materials, and in wage
costs also, 1954 earnings may equal
those of 1953. In 1954, greater econ¬
omy will be the watchword.
A moderate tightening up of the

economy is stimulating. Much permanent good can

come from it. The old reliable spur of competition will
bring research and product improvement. More effi¬
cient operations and higher quality for our consumers
should result in lasting benefits to the country.
* Inventories of crude and products are excessive in
terms of present markets. The highest volume of im¬
ports in history is causing concern. However, it is
fortunate "that the importing companies are American
owned and have large domestic producing interests. It
does not seem likely that they will commit domestic
suicide while enjoying a tour abroad.
'A settlement in Iran will increase the pressure of
supply still further. On the other hand, domestic de¬
mand is rising and world demand faster still. Problems
of over-supply are old in the industry and have always
been solved successfully. With patience and intelli¬
gence, the present imbalance should not be a formidable
barrier to progress.

Legislatively, the industry ends the year better than
it began. The lifting of the remaining controls and the
settlement of the "Tidelands" dispute have given the
industry more freedom to handle its problems and
.greater incentives to do so. There is a better "tone"
in industry-government attitudes than in many years.
The fact that the Administration in Washington intends
to liquidate its investment in synthetic rubber plants is
proof of its determination to arrest the "darkening

shadow" of big government before all important busi¬
ness has gone into eclipse. Ample credit is available.
A rising confidence in the future value of the dollar
as a result of checking inflation and a substantial re¬

duction of Federal spending is bound to encourage
business.

Petroleum is one of the great growth industries. No
one can watch the rising tide of population ana be
gloomy about the future.

CHARLES WARD

President, Brown & Bigelow
Brown & Bigelow's all-time record breaking sales for

the month of December are an indication of high optim¬
ism on the part of American businessmen.
Orders accepted for December, which marked the

company's 58th year in business, to¬
talled $8,068,022 as against $7,396,979
in the same month of 1952. This is
an increase of $671,043 or a gain of
9.07%. The number of orders in¬
creased from 34,531 in December of
1952 to 39,052 for December 1953 or

a 13.09% jump.
As the bulk of incoming orders are

for calendars sold for hanging in
1955, the record high December sales
certainly shows that businessmen
face the future with every hope of
continued prosperity.
The firm's 1955 calendar sales

'opened Nov. 30. Products are pro¬
cessed and slated for delivery late
in 1954. • " . •

Since Brown & Bigelow sells its products to every

type of business from the corner grocery to the largest
of corporations, its sales often are taken as an excellent
barometer of business conditions.

Charles A. Ward

on transportation, especially the excessive excise tax v
now applying on passenger transportation, which was
levied during World War II as a penalty to discourage
passenger travel.
There is a dynamic quality about the railroad indus¬

try, the potentials of which can be better realized by
removing the shackles of "horse and buggy" regulation
of an outmoded monopoly era. In this advanced com¬
petitive era, regulation should not be imposed for regu¬
lation's sake, but should be only that which is required ,

in the public interest.

JOHN It. WHITE '

President, Imperial Oil Ltd.
The outlook for business in Canada during 1954 is

regarded as favorable and forecasters generally envision
another year of high employment and income with fur¬
ther expanded efforts in most fields of activity. The
Canadian oil industry again expects increases in con¬
sumer demand, with requirements averaging substan¬
tially more than the half million barrel daily average
of the past year.
Expansion of refinery, transport and marketing facili-

tiesy which was very substantial during the past year,
will continue and it is thought that Canadian crude oil
will meet more than half of the domestic needs as com¬

pared with about 45% in 1953. |
The Province of Alberta is the dominant producer of

Canadian crude oil and will continue as such for a con¬

siderable period at least. However, the industry's ex¬
tended exploration work in the Provinces of Sas¬
katchewan and Manitoba east of Alberta, and in part
of British Columbia to the northwest, and the Northwest
Territories beyond Alberta's northern boundary, have
produced significant results particularly in the last year.
It now seems assured that Canada is one of the world's
major storehouses of oil reserves, and in view of the
large area involved it will be many years before they
can be evaluated.

Rawleigb Warner

Carl F. Wente

CARL F. WENTE

President, Bank of America National Trust and
Savings Association, San Francisco, Calif.

It seems to me that one of the best things we can do
about the problems of 1954 is to keep a sense of pro¬
portion.
During 1953 I noticed that about the most depressing

factor was a doleful expectation that
things were going to get tough, but
actually most people came out at the
end of the year better off than they
expected to be. It has been one of
California's biggest years!
As there have been plenty of

warnings about rough spots here and
there, our shock absorbers should be
in good shape. So if we feel a bump
now and then, let's take it in stride.
There will be some hills and valleys
to cross and at times we may not see
around the curves, but we are on a
good road and with careful driving
we'll go places.
With a long way yet to go, there

is every reason for confidence.
My counsel to my fellow Californians is: Let's keep

doing our individual shares of attending to our businesses
and being good citizens, working constructively and effi¬
ciently to produce, and to improve our product. Lets
not waste any time watching our competitor but put that
effort into selling and to giving better service to our own
customers.

While doing this we should each do a shar,e to help
master our public problems such as water supply, high¬
ways, city traffic, smog, and those problems of national
import such as real tax reduction.
With a proper concentration on all such activities there

is not likely to be much time for idleness in 1954!.

WILLIAM WHITE

President, New York Central System
For eight years the railroads have made capital ex¬

penditures at the rate of more than $1 billion a year.
Thus they enter 1954 in the best physical condition in
their history. The magnitude of the improvements al¬

ready made means that the railroads
1 now can reduce the rate of capital

expenditures somewhat, while con¬
tinuing to realize, and in many cases
increasing, the benefits therefrom.
While the railroad plant is un¬

matched for low cost transportation,
the railroads will not relax their ef¬
forts to better both the plant itself
and their use of it.
We go either forward or back¬

ward; we cannot stand still. And the
railroads propose to go forward, im¬
proving their service, engaging in
competitive pricing research, in
transportation research, and in sci¬
entific research, to the end that they
may continue to produce better serv¬

ice to the public through methods and procedures that
lead to more efficiency and economy and to reduce the
evil of idle investment.
The railroads hope that 1954 will bring long overdue

revision of the Outmoded regulatory procedure under
which the industry operates. They seek to eliminate
delays in making price changes, to acquire greater lati¬
tude in performing their managerial functions in a keenly
competitive market, and to repeal or reduce excise taxes

William White

The work of exploring for and developing these re¬
serves will again go forward actively in the hands of
the many competing interests. Some estimate that dur¬
ing 1953 these operations were carried on with expendi¬
tures totaling about $365 millions. Larger outlays seem
indicated for 1954.

A recent decision by the government of the Province
of Alberta to permit export of some of the large gas
reserves which have been discovered in the course of
oil exploration will further encourage the oil and gas
seekers, and if steps are taken to provide access to poten¬
tially large gas markets that can be reached on terms
satisfactory to producers, transporters and consumers,
there will be a marked increase of activity in gas field
development. Large scale shipments of gas may not be
possible for some years—the development of new mar¬
kets and transport facilities is a very big undertaking—
but it is expected that the required capital will be avail¬
able to support economically sound projects.
Western Canada oil is now being exported to the east

as far as Ontario and to the Pacific Coast, the latter
movement beginning late in 1953. It is interesting to
note that Canada's potential production of oil is now
sufficient to meet about 70% of her requirements where¬
as seven years ago less than 10% of the then much
smaller needs coulc} be supplied from Canadian oil fields.

JUSTIN R. WHITING '
Chairman of the Board, Consumers Power jCo.

We look forward to another year of expanding busi¬
ness activity throughout the franchise area of Consum¬
ers Power Company. We estimate our total operating
revenue will show an increase of over 6% as compared
to an increase of about 14% last
year. This will result from increased
sales effort notwithstanding a prob¬
able slower pace in business gener¬
ally.
In the gas branch of the business,

we may connect additional space
heating customers as and when we
are able to purchase additional gas
from our supplier in 1954. In the
year just ended, we added 20,000
additional space heating customers
and have applications on file for
more than 40,000 others. We expect
to continue our program during the
coming year of selling gas for small
industrial and commercial applica¬
tions so as to improve our load factor. Justin R. Whiting

Xv

We have some large electric loads coming on the line
in the industrial side of the business in 1954. We ex¬

pect commercial building activity to increase. In the
residential classification, we will seek to improve the
saturation of air conditioning, ventilation, freezers,
clothes dryers and water heating. Television is show¬
ing substantial growth throughout the area. In all classi¬
fications of this branch of the business, our sales effort
will undertake to improve our load factor.
From the long range point of view, we expect increases

to continue on a comparable basis to those of the past
Our construction budget for 1954 is the largest in our

history—$63,000,000. It is made necessary by the con¬
tinuing growth of outstate Michigan and the increasing
use of electricity and gas by all classes of customers.
This program will continue the construction this year \

of two large steam generating units of 135,000 kw capac- f
lty each. One of these, the Weadock unit located near
Bay City, is scheduled for operation in 1955. The other
the B. C. Cobb unit, is located at Muskegon and intend-

Continued on page 104
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Continued from page 103
for operation in 1956. These new units will increase

Efficiency and provide increased capacity throughout our
integrated system. . , „ .

Wtih the vast sums of money required for these addi-
iional electric and gas facilities and the probable m-
■creases in unit costs of operation, we are confronted with
.careful study as to rates to make sure that our electric
ra+es are compensatory.

1954 looks like another year of hard work and expan¬
sion.

L. E. WOLFSON

j President and Chairman,
Merritt-Chapman & Scott Corp.

The construction industry enters the new year with
jei strong backlog of work and the possibility that it
might, in 1954, even top its all time record established
in the year just ended. :

This optimistic appraisal, exceed¬
ing government and trade associa¬
tion forecasts, is predicated on

thinking that reflects both my at¬
titude and those of many colleagues
~Ht Merritt-Chapman & Scott.
The government agency and trade

^association estimates are based only
"on plans projected by industry,
and those responsible for public
works construction. At Merritt¬

-Chapman & Scott, we take a more

aggressive view, repudiating the
suggestion that potential purchasers
alone determine the nation's annual
■construction activity.

Because of our own experiences, we
ireject the impression that members
of the construction industry itself can play no active
'4p&rt in the development of construction programming.

The old concept of a construction organization as a
"hammer and saw contractor dependent on the plans and
orders of others has yielded to the more modern real¬
ity wherein a firm such as Merritt-Chapman & Scott
sis equipped not only to perform the physical construc-
•fion, but also to direct the planning and development >
-of a project from its original conception to completion.
I think that some of our own trade associations are

Inclined, in their forecasts, to regard the industry in
its earlier role of "innocent bystander," and I believe
ft is this thinking that influences the estimates of busi¬
ness in the coming year by government agencies.

Nevertheless, rejecting for the sake of argument the
writer's optimism, the various year-end reviews and
^forecasts recently issued by the aforementioned groups
also see 1954 as a year of great activity for the con¬
struction industry.

Both government agencies and trade groups agree
that indications of tremendous volume in building are

atrong, with the total perhaps only 2% behind the $34.7
fcillion high mark in new construction set last vear.

The consensus is that despite this possible fractional
idrop, the total will exceed the previous record, set in
1952.

.. In support of these estimates, the forecasts cite exist¬
ent plans by manufacturing industries for new plant
«nd equipment projecting into 1954 at almost the same

$28 billion expansion rate experienced in 1953. Slight
.possible reductions in this field, and in that of military
■construction, are expected to be offset by a further
record rise in public works construction, particularly
at state and local levels.
Nor can there be overlooked the long-range factors

-favorable to the industry, such as the needs for new

.schools and highways, the continuing growth in popula¬
tion and the increasing needs supplied by new types
•of business and science, to which President Eisenhower
called attention on Jan. 4.

As I remarked, these predictions estimate future busi¬
ness entirely on the origination of projects by the pur¬

chaser, and do not take into account the industry's
own initiative in getting construction plans in motion.

True, of course, no construction project can physically
.tftart until a contract is awarded, either by negotiation
or by competitive bid. Today's modern contractor has

an important part to play, however, in helping get a

project "of the ground." Through the cooperation and
• counsel of a construction organization, there can be

brought into being a factory, bridge, or sewage treat¬
ment works that often was but q gleam in someone's eye.

At Merritt-Chapman & Scott, we are geared to pro¬

vide a complete service in the fields of both public
works and private industry, that includes financing as

well as design and construction. Were it not for the

ability of a construction organization to provide this
all-inclusive service, man^ sorely needed construction
projects would never reach the planning board stage.
Merritt-Chapman's financing department is prepared

to examine with the client the economics of a proposed
project in relation to its construction, maintenance and

operating costs, and to initiate and follow through on

all phases of the financing program as well as to direct

the project through to completion.
It is because of these facts, particularly as they apply

to Merritt-Chapman & Scott, that we must reject the
• concept of the construction industry, as passive, as that

of an innocent bystander in the construction market
place.
Others may purchase construction, but we can ex¬

pedite the rise of our prospects for building work by
the amount of effort we put into the translation of
construction ideas into reality, and by our own original
thinking on the subject.

C. E. WOOLMAN

President and General Manager, Delta-C & S Air Lines
The scheduled airlines/ look forward to a good year in

1954. It is estimated that there will be an increase of at
least 5 million passengers this year above the 30 million
flown in 1953. It is also estimated that 60 million people
will be flying by 1960, with sched¬
uled airlines operating five million
miles daily. These estimates are
based partly on the business of the
past year and the fact that the
scheduled airlines have exactly
doubled passenger, mileage.an the
past five years.
An overall equipment-improve¬

ment program providing faster, more
luxurious and more economical air¬
planes provide the scheduled airlines
a sound basis for an optimistic out¬
look. Several of the major air¬
lines, including Delta-C&S, have
added the new Douglas DC-7 to their
fleets. The DC-7 is the fastest pro- c. E. Woolman

peller driven commercial transport
and will enable us to offer the best possible service in
the history of aviation. ;
An example of equipment programs underway is the

investment of Delta-C&S Air Lines in a fleet of 20 new
Convair 340's, now in service, and the 10 DC-7's, the first
of which will be delivered next month.
Other major factors contributing to our outlook for a

good business year include the variety of services our
improved equipment makes possible. Aircoach services
have been expanded and will continue to be, linking
important cities on our routes. Savings up to 40% can
be realized by air travelers between cities like: Dallas-
Detroit; Dallas-Chicago; Dallas-Miami; Chicago-Miami;
Chicago-New Orleans; Chicago-Houston, and many
others.

Expansion of services to vacation areas, such as Miami
and the Caribbean, result from an increase of over 30%
in vacationers taking advantage of package vacations to
resort areas last year. Each year an increasing number
of people use air transportation to enjoy the greatest
length of time at the vacation resort. Vacation club
plans, which work like Christmas clubs, are being of¬
fered by firms all over the country to employees. This
will mean an increase in the middle income group who
travel during their two-weeks' vacation period.
New market potentials will be especially desirable to

businessmen this year since it is generally agreed that
1954 is going to be a buyer's year. The link provided by
air transportation gives the businessman his greatest
opportunity to expand and grow. An example is the
community of interest between the oil producing South¬
west and Venezuela. One Delta-C&S flight leaving for
Venezuela frequently carries a variety of exports rang¬

ing from needles to oil well drilling equipment.
When the trend moves fyom a seller's market to a buy¬

er's market, we experience a nationwide transition in
selling methods, whether we are marketing products or
services. We will sell more aggressively in 1954; com¬

petition will be keener.
In the airline industry, we feel that our confidence is

in line with opportunities to make 1954 a good business

year. At Delta-C&S, we look forward to providing the
best service and equipment in our history, and hope also
to provide the needed links between cities to help attain
a healthy economy.

WILLIAM F. WYMAN

President, Central Maine Power Co.
The slowing up in certain lines of business now ap¬

pearing throughout the country has undoubtedly had
influence on much of the comment and opinion being
expressed as to what conditions will be in 1954. It is

to be noted that not all views are

the same and the difference prob¬
ably can be accounted for in large
part by differences in source of
material or the interpretation of it.
While it is not my purpose to express
here an opinion on the situation
nationally or to take issue with
others, there is one side observation,
particularly with respect to the pes¬
simistic view, with which I am in
accord. That is, the effect on the
thinking of people and on their
spending habits if they get an idea
that hard times are ahead. This, in
turn, can have an adverse effect on
business and progressively defeat

Wm. F. Wyman the objective of business prosperity
in which we all have so much interest and concern. In
other words, while periodic review of what lies ahead

is both desirable and healthy, such statements should
be made and used with care.

As to business and industry in Maine, it is, of course,
subject to the same influences which affect our economy
nationally. Compared to some of the more heavily con¬
centrated industrial areas of the country, however, one
basic difference appears to exist in that the swings in
the business cycle in Maine, either up or down, have
historically been less extreme. Contributing to this
situation in recent years are the continuing trends
toward greater diversification of industry; the construc¬
tion of modern industrial buildings to house new in¬
dustry; and the expansion and modernization programs
of many existing businesses.
As to conditions in the State of Maine, business gen¬

erally was good in the year 1953, and represented record
volume for many concerns. In the latter part of the
year some lines of manufacturing were showing signs
of reduced activity, which is not unlike the national
picture. Sales of electric power to industry are a good
barometer of this condition and while figures for the
entire State are not yet available those for Central Mairie
Power Company, which serves a little more than two-
thirds of the State's population, may be of interest. For
the calendar year 1953 such sales, exclusive of secondary,,
show a gain of 11.4% over 1952, while sales for the
last quarter represent a gain of 4.8%. ; - •
On the other hand, while these less favorable situa¬

tions within the State are all matters of real concern,
any appraisal to be of significance should also look at the
whole picture and not just a part of it. The fact that a
less favorable outlook is not the gerferdl Situation anct
that in certain cases it is; known to be a temporary
situation are both of importance 'ds \^eU as the fa^ that
prospects in many fields, continue to-be very good. All
factors considered, we expect 1954 will - be a busy year
for Maine.

FRANK K. ZIMMERMAN I

Frank Zimmerman

President, Lynch Corp.'

Lynch Corporation is interested in many fields of
business activity, manufacturing-machines to produce
items that find themselves in every home in the country.
Because most of these items are necessities to American
living, we base our outlook prima¬
rily upon the economic health of the

country as a whole. Our chief prod¬
ucts consist of glass forming ma¬
chines and packaging machines for
a wide variety of consumers' goods.
America has enjoyed a period in

which personal savings have sub¬
stantially grown. Social security
measures and pension plans have
also amassed huge sums of re¬
serves to provide a measure of buy¬
ing power for the aged and for the
unemployed. The great bulk of the
glassware our customers manufac¬
ture is used by food processors.

Likewise, food processors constitute
our largest class of package ma¬

chinery customers. Historical statistics show that in.

periods of economic recession, the food industries are

least depressed; so when we read prophecies of de¬
creased activity in business, we are thankful for our close
alliance with the food processors and their suppliers. It
seems that those of us who are closely connected to the
consumer goods industries stand in good stead to enjoy
an expansion of our activities as the population con¬

tinues to grow.

Having been closely associated with the glass con¬

tainer business for the past 35 years, we are somewhat

surprised at the conclusion reached by a number of
economists who feel that the glass industry is headed
toward evil days. The facts indicate that few consumer

goods producers can point to a record of growth like that
of the glass industry, and few industries may point to
such a diversified list of customers as have the glass
manufacturers. And these customers are largely pro¬

ducers of essential foods, drugs and beverages. In the
12 months ended Nov. 30, 1953, more than 119Vz million
gross of glass containers were manufactured — a new

high which is likely to continue to be exceeded as the

population grows and as the superior qualities of glass
as a packaging medium are further recognized. The
ratio of dependence of the glass industry upon milk
bottles may be appreciated by the fact that glass milk
bottles are responsible for less than 5% of the business
of the industry. As a manufacturer of glass making

equipment, we are confident that milk will be delivered
in glass bottles for years to come. We are happy to b<
a leading Supplier to the stable glass industry.

Lynch Corporation goes into 1954 with an order back¬

log of more than twice its unfilled orders at the star
of 1953. While earnings declined last year due to un

usually large sums of money spent on research and de

velopment, we have taken steps which we believe wil

produce profits that are generally satisfactory in th
period ahead, and, therefore, look to 19^54 with enthu
siastic optimism. , u l i.
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Relation of Currency Supply
To Economic Growth

the fluctuating line, through
which a trend line is run, is sup¬
posed to portray "Gross National
Product in constant 1939 dollars."

Our index of industrial produc¬
tion is supposedly our best single
measure of industrial activity.
Gross national product involves
other considerations.

The author, or authors, of the
article says that Carl Snyder,
one-time economist for the Fed¬
eral Reserve Bank of New York,
was the "originator of the concept
[of normal economic growth] in
its present-day form" and then
proceeds to point out that Snyder
was dealing with "the growth of
trade." The volume of trade and

gross national product are not the
same thing.
The word "stability" apparently

refers to "stable prices." The
author does not indicate whether
he is dealing with all prices as
his words literally indicate or
with an index of prices such as
an index of wholesale prices or of
consumer prices. Presumably no
one with any substantial experi¬
ence as a student in the field of
prices would suppose that all
prices could or should be kept
stable. And it is an elementary
fact that stability of an index of
a selected list of prices does not
indicate economic stability in the
sense of economic equilibrium. ?

The alleged new policy of the
Federal Reserve authorities, says
the author of the article, p. 29,
44adds up to the most precise ef¬
fort ever made to provide exactly
the amount of additional money
needed to sustain growth and, at
the same time, maintain stable
prices." On page 30 it is said that
"the Administration is thoroughly
committed to stability. It does
not want to see prices drop—as
they would if .expanding goods
were left to beat against a static
supply of money."
The Federal Reserve Bulletin

of March, 1953, carried an article
on "Influence of Credit and Mon¬

etary Measures on Economic Sta¬
bility," but neither it nor a pre¬

ceding article on "The Monetary
System of the United States," in
the Federal Reserve Bulletin of

February, 1953, nor a subsequent
one on "Federal Financial Meas¬
ures for Economic Stability,";; in
the Federal Reserve Bulletin

(May, 1953), contained advocacy
of a program such as that outlined
in Business Week. Apparently the
closest any of those articles came

to a statement of a principle re¬

sembling the contention of Busi¬
ness Week was in the Federal Re¬
serve Bulletin of February, 1953,
in which it was said, p. 106, that
"An economy which is expanding
requires an increasing supply of
money to facilitate its growing
volume of transactions." In that

statement could be hidden a theory
as outlined by Business Week.

Since May, 1953, the Board of
Governors of the Federal Reserve

System has not presented any

advocacy of a theory, such as that
presented by Business Week,
which this author has seen. It

would appear, therefore, that

Business Week, if accurate as to
the existence of the alleged new

policy, has acquainted the inter¬
ested public with a program which
the Federal Reserve authorities

have not yet presented publicly. In
any event, the author of the arti¬
cle in Business Week writes with
much sprightliness and with un¬

qualified positiveness in respect
to the accuracy of his contention
as to the adoption of such a policy
by the Reserve Board. He says,

p. 29, that "This [new program]
is all part of a long-range policy
adopted by the Federal Reserve

with the blessing and understand¬
ing of the White House . . and
that "it's being hailed with delight
in some of the country's most
aggressive corporations and in¬
dustries."

A Query as to the Meaning of
Growth

The chart employed by Busi¬
ness Week to illustrate the alleged
new policy contains a trend line
running through a fluctuating
curve on gross national product
in constant 1939 dollars from 1929
to 1952, with a guess as to 1953,
showing "a gradient rising up¬
ward at the rate of about 3% per
year."
Without becoming involved in

the technicalities of what is called
"gross national product," one may
nevertheless properly raise the
question as to why anyone should
think it appropriate to run a

trend line through economic activ¬
ities from 1929-1953, considering
the extent to which such activi¬
ties were distorted by World War
II and the Korean War with their
death, destruction, production for
waste, give-away programs, sub¬
sidies, heavy government taxes
and spending for a practically
endless variety of wasted effort,
and regard these latter activities
as a part of real economic growth
or of a real economic product. A
trend line of that type surely re¬
quires interpretation and is open
to serious challenge.
Besides the question as to what

a trend line based upon real
wealth usable in peace-time ac¬

tivities might be, there is the fur¬
ther question as to whether there
is any correct basis for assuming
that a trend line may not prop¬
erly change direction at any time.

A Theory Is Offered to the Effect
That Prices Are, Can Be, and
Should Be, Determined by
the Supply of Currency

"To keep on growing," says the
article, p. 29, "this economy will
need ap increasing supply of
money. And, if all goes according
to plan, it will get that increase.
"This does not mean that busi¬

nessmen can figure that a precise
3% increase, equivalent to about
$3.7 billion in new currency and
credit, will be pumped into the
economy next year. It does not
mean that a rising gradient for
money supply can be considered
as a rule of thumb guide, with
the precise amount of annual

growth subject to adjustments for
inflationary or deflationary pres¬
sures. Although the rises will
vary from year to year, the con¬

tinuing increase will be at least
enough to double the supply of
money every 30 years."
Aside from the fact that a con¬

siderable proportion of the writ¬
ing in the article falls outside the
limits of scientific method—for
example by stating that this or
that "will" happen, as illustrated
by the preceding sentence, and
apparently by overlooking the
fact that science operates only
within the realm of accurate de¬

scription and probability — one
finds the major theory resting
upon ,a quantity theory of the
purchasing power of money, ap¬

parently operative chiefly over a

period of 30 years. During the
intermediate years, the supply of
currency which is to be adjusted
to the annual growth is to be sub¬
ject to further "adjustments for
inflationary and deflationary
pressures."

Although the "quantity theory"
is literally stated to be for a 30
year period, that type of theory
is also applied on a yearly and
six-month basis. Says the article,

p. 29: "During the tight money

squeeze of last May and June, the
Fed's technicians were told to
work separately on estimates of
how much 'growth money' was
needed annually. . They reported
back to the board, which decided
that a factor in the neighborhood
of 3% seemed indicated."

# $ ■■:<

". . . The idea is being „used in
plotting money needs for the next
six months."

It is common practice, in the
interest of brevity, to call a theory
which assumes that prices are or
can be determined by the quantity
of currency a "quantity theory of
money." The same is true if the
quantity of money is related to
productive activity or gross na¬
tional product. . ..

Apparently no quantity theory
of money which has thus far
been stated has validity. The rea¬
sons should be clear if one relates
the quantity of currency to the
price level; and this procedure
does no violence to the theory out¬
lined in Business Week since the
stated purpose of the policy al¬
legedly adopted by the Federal
Reserve authorities "with the

blessings and understanding of
the White House" is to "maintain
stable prices." By avoiding the
major questions inherent in the
nature of the estimate called

"gross national product" and in
the trend line drawn through
those estimates, and by going di¬
rectly to the end allegedly desired
—stable prices—we can focus our

attention on the fallacies in the

quantity theory of money and on

stable prices as the end to be
sought.

A Quantity Theory of Money
Overlooks Other Factors

Which Affect Prices

If one takes prices for the pe¬
riod of, say, a year—or longer,
if one so chooses—he may not
properly assume that the supply
of money (metallic and paper

money) and other currency (de¬
posits subject to check or with¬
drawal by other means) in exist¬
ence during that year has any
close relation to prices during that
year. The evidence alone is suf¬
ficient to dispose of such an as¬

sumption. But the reasons for
the lack of relationship between
the supply of currency (which
includes money) and' prevailing
prices need to be understood.
Currency is a two-dimensional

factor. Besides supply there is
velocity. Often velocity — the
rapidity with which the supply of
currency is used—is a more im¬
portant factor than is the supply
of currency in affecting prices.
That was the case, for example,
during the sharp fall in prices
from 1929. to July, 1932.
Therefore, in so far as the mon¬

etary aspect of prices is con¬

cerned, one should use bank
debits, not the supply of money
and credit in circulation, to de¬
termine, as well as monetary data
permit, what is taking place. Bank
debits are composed of bank de¬
posits multiplied by velocity for

banks in 345 reporting centers.
Data on bank debits are, conse¬

quently, incomplete for the nation.
We do not have information on

the velocity of money (metallic
and paper money). Bank debits
for the banks in the 345 reporting
centers amounted to $1,643,130,-
000,000 for 1952. On Sept. 30,
1952, money outstanding from is¬
suing authorities was $30,275,-
000,000; total bank deposits for
all banks were $192,960,000,000;
the total of money and bank de¬
posits was $223,470,000,000. Bank
deposits as reported show deposits
not in use. Their use is revealed
in bank debits.

Besides the fact that bank deb¬

its, as reported, have defects as
measures of spending in this na¬
tion during a year—for example,
the fact that they involve''mere
transfers of bank balances as well
as purchases—there is the further
consideration that one may not
properly relate the amount of
spending during a year—if one
knew how much is spent in a

year—to prices during that year.
One reason is that prices are the
result of all the forces which de¬
termine them. There is the matter
of the supply of goods and serv¬
ices offered for sale. Still further:

prices are determined at various
periods of time. The prices of one
year are merely our records of
the samples taken during that
year. But the amount of money
and credit spent during a year is
in part used for partial payment
on goods produced and priced in
preceding years—say, five, ten,
fifteen, thirty years earlier. There
are the payments on houses, rail¬
way equipment, roads, public
buildings, interest on loans, rents,
repayments of principal, and so on
and on, in compliance with con¬
tracts made a year or several years
earlier. Some currency spent this
year is for goods not yet produced
and, in some instances, not defi¬
nitely priced.

Apparently no one can possibly
know how much spending in a

year determines in any direct
manner the prices which prevail
during that year. The prices on a
model of an automobile during a

year are probably determined in,
high degree by the seller's ex¬

periences during the preceding
year. In short, money and credit
flow like a stream toward goods
and services flowing toward mon¬

ey and credit. Prices are made
over widely-varying periods of
time; and the samples of prices
entering our price indexes during
a year or a month are simply
sample prices during the periods
involved. They do not reveal in
any precise manner the effects of
total spending during a year or
month or the relation of the pre¬

vailing supply of money and bank
deposits to goods and services sold
during that year or month.
It is for these reasons, briefly,

that no quantity theory of the
value of money can possibly have
validity.
Even though one may not un¬

derstand price-making procedures,
a little searching of the evidence

should quickly dispose of the er¬
roneous notion that prices, or
productive activity, or gross na¬
tional product, are related in any
close manner to the supply of a
nation's money and bank deposits.
The data shown in the accom¬

panying table should make this
clear.
It may be observed that with,

total money and deposits at $42,-
902,000,000 on June 30, 1920, the
index of wholesale prices stood at
167, and that, with the volume up
to $57,576,000,000 on June 30, 1936
(an increase of 34%), the index
of wholesale prices stood at 79.2,
less than half that for June 30,
1920. Accurate description of
such data would force one to state
that as the supply of currency is
increased by 34% the index of
wholesale prices could be expected
to fall approximately 53%! A
scrutiny of the percentage
changes in parentheses should
make clear the lack of support
for the quantity theory of money
as to the alleged relationship be¬
tween the supply of currency and
prices.
If one were to use the data for

June 30, 1920, and June 30, 1933,
in respect to the relation between,
the currency supply and the in¬
dex of industrial production, those
particular data would show that
if the quantity of currency were
increased by a little more than
1% the index of industrial pro¬
duction could be expected to fall
1.3%. Or, if one were to select
the years, June 30, 1937, and June
30, 1939, the data would require
one to say that if the supply of
currency is increased approxi¬
mately 7% the index of indus¬
trial production could be ex¬

pected to fall approximately 16%.
One may select various combi¬

nations of data and expect to ob¬
tain a wide variety of figures (a»
revealed in parentheses) which,
should demonstrate the basic
fallacies in the quantity theory of
money in respect to the alleged
relationship between the supply
of currency and the volume of
industrial production. The data
also fail to provide support for
an assumption that if the supply
of currency were increased 3%■
per year as productive activity
increases 3% per year the price
level would be stable. Still fur¬

ther, it is to be remembered that
much productive activity which
entered our indexes, particularly
beginning with World War II, was
for waste and destruction.
The relationship of the currency

supply to gross national product
raises questions as to what is in¬
volved in gross national product
figures. To escape involvement
in that relatively intricate sub¬
ject, perhaps it may suffice to
point out that the figures in the
table show that, as the supply of
money and deposits increases or
decreases, gross national product
moves in the same direction,
though not in any fixed relation¬
ship, and that such similarity of
movement is to be expected with¬
in broad limits considering the

Continued on page 106

Money
>n

Circulation
Month and Year (In Millions)

June 30, 1920-- $5,181
June 30,' 1926__ 4,598
June 30, 1929__ 4,459
Dec. 31, 1929 4,578

June 30, 1933.
June 30, 1934.
June 30, 1935.
June 30, 1936.
June 30, 1937.
June 30, 1939.
June 30, 1941.
June 30, 1945.
March, 1951 _.

5434

5,373
5,568
6.241

6,447
7,848
9,612

2-3,746
27,119

Deposits,
All Banks

in U. S.

(In Millions)

$37,721
53.845

53,852
55,289

37,998
41,870
$45,766
51,335
53,287
55.992

67,172
151.033

169,760

Total

Money and
Deposits

tin Millions)

$42,902
58.443 ( + 36)*
58.311 (—0.2)

59,867 (+ 2.7)

Index of
Wholesale

Prices

(1926 — 100)

167.0

100.4 (
95.2 (
93.2 (

•40)*
• 5)
• 2)

•

43.432

47,243
51,334
57,576
59,734
63.840

76.784

177.779

196,879

(- 26)t
(—27)
( + 9)
(+ 9)
( + 12)
( + 4)
( + 7)
(+ 20)
( + 132)
(+ ID

June 30, 1951- 27,809 171,860
(+ 12)+

199,669 (+ 1)

(—32) +
65.0 (—30)
74.6 ( + 15)
79.8 (+ 7)
79.2 (— 1)
87.0 ( + 10)
75.6 (—13)
87.1 ( + 17)
106.1 (+22)
184.0 (+73)

(+71) +
181.7 (—1) 1

Index of
Industrial Production

(June; Adjusted for
Seasonal Variation

J!)35-1939 ~100) 1

79

95 (+20)*
114 (+20)
100 (—12)

78 (—22)
79 (+/ 1)

. 84 (+ 6)
103 (+23)
119 ( + 16)
103 (—16)
159 (+54)
220 (+38)
222( +0.5)

222 ( 0 )

Gross Natic nal.
Product

(Annual Totals;
in Billions)

103.8

55.8 (—46)+
64.9 ( + 16)*
72.2 ( + 11)
82.5 (+14)
90.2 ( + 9)
90.4 ( 0 )
125.3 (+39)
213.4 (+70)

327.8 (+54)+

Figures in parentheses, except those marked (+), indicate percentage increase or decrease as compared with preceding ^**5
indicated-. ^Percentage changes marked '(f) show comparisons of June 30, 1033, with June 30, 1939; and June 30, 19ol, w«*
June |j0, 1915, +June 39 A-**. • «***',
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Continued jrom page 105

of Currency Supply
To Economic Growth

nature of the concept of, and fig¬
ures on, gross national product.
Had the Germans employed the
same type of figures during and
after World War I, when their
currency supply and prices were
reaching fantastic heights, it is
reasonable to assume that the fig¬
ures on the gross national product
of the German people would also
have reached fantastic heights de¬
spite the fact that in reality the
people 'were sinking into a state
of abject poverty, "eating black
bread and wearing paper clothes."
As gross national product figures
are presented in this country,
heavy government spending for
waste and destruction and curren¬

cy depreciation can raise them to
relatively high levels. An in¬
crease in gross national product
may not be the same as an in¬
crease in real wealth for peace¬
time civilian use; indeed it can
reflect a decrease in such wealth.

In the data given in the table,
the closest correlation between
the increase in gross national
product and volume of currency
was for the year June 30, 1935-
June 30, 1936. During that year
the price level was practically
steady (though the index of in¬
dustrial production increased
23%). The currency supply in¬
creased 12%; gross national prod¬
uct increased 14%; and the price
level declined 1%. The data for
that year might seem to support
a contention that if the supply of
currency had kept pace with gross
national product the price level
would have been steady. But the
data for the period June 30, 1937-
June 30, 1939, should dispose of
any idea that such a theory has
validity. Gross national product
was practically unchanged in
1939 as compared with 1937; the
currency supply increased 7%;
and the price level dropped 13%.
If the thinking characteristic of
the quantity theory of money
were employed, it would be as¬
sumed that had the supply of
currency remained unchanged,
the price level should have fallen
more than the 13% recorded.

i

The Mechanism for Increasing the
Supply of Currency

As to the mechanism by which
the supply of currency is to be
increased, Business Week states,
p. 30, that "The Fed introduces
the growth factor into the money
stream in the usual way—by in¬
creasing member bank reserves."
In other words, we have here not
only an untenable quantitv theory
of money but a further untenable
assumption to the effect that a

horse can be driven by pushing
on the reins. Apparently in an
effort to circumvent this latter
well-known and well-established
fallacy, Business Week says, p.

30, that "Both the theoreticians
and the Detroit busine^
omists say the annual growth fac¬
tor will be an active sustainer of
business whether businessmen feel
like borrowing at the moment,
or not."

The Board of Governors of the
Federal Reserve System covered
that fallacious notion adequately
and well, and with its statement
endorsed by 66 monetary econ¬
omists, when it said on March 13,
1939 (Federal Reserve Bulletin,
April, 1939, pp. .255-259): "The
Federal Reserve System can see
to it that banks have enough re¬
serves to make money available
to commerce, industry, and agri¬
culture at low rates; but it cannot
make the commercial banks use

these reserves, it cannot make the
public spend the deposits that re¬
sult when the oanks do make
loans and investments."

The procedure, outlined by
Business Week, for increasing the
supply of currency opens the way
to a further and great monetiza-
tion of Federal debt. Further¬
more, no consideration is given to
the source and nature of the re¬

serves in Federal Reserve banks
necessary to support the proposed
increase in the volume of cur¬

rency.

The Question of Quality versus
Quantity of Currency

Though the article in Business
Week states that "to keep on

growing, this economy will need
an increasing supply of money"
and that "the continuing increase
will be at least enough to double
the supply of money every 30
years," nothing is said as to the
quality of the currency which is
to be used to increase the supply
just as nothing is said as to the
quality of the present supply of
currency.

When one embraces a quantity
theory of money and ignores
quality of the supply of currency
involved, he has indeed closed his
mind to the readily available les¬
sons as to the sad consequences

reaped by those people whose
government officials subjected
them to a currency program rest¬
ing upon such a theory. The
Knapp State theory of the value
of money (Georg Friedrich
Knapp, "The State Theory of
Money," Macmillan and Go., Ltd.,
London, 1924, 4th ed.; 1st ed.
1905) and every variety of theory
in defense of irredeemable paper

money are forms of a quantity
theory which stresses the im¬
portance of quantity to the ex¬
clusion of the element of quality.
During and after World War I
the German people were given a
first-hand lesson as to the fal¬
lacies in the State theory of
money—that is, that money has
the value which the State gives
it through regulation of supply.
Schacht, under Hitler, provided
the German people with a further
lesson, in somewhat different
form, on the fallacies in the State
theory of the value of money. In
basic principle the Knapp State
theory of money and that outlined
in Business Week are essentially
the same.

When a government stresses
quantity, and minimizes or ignores
quality ofia currency, that gov¬
ernment has indeed adopted a

dangerous course. Apparently
there is none fraught with more
evil in the field of money.

An honest and good currency
involves a metallic money com¬

posed of a metal which has uni¬
versal acceptability, with all
other money redeemable in it at
a fixed rate, and with all credit
money automatically self-liqui¬
dating in nature. The metallic
money can grow as the output of
the mines increases and as the
metal is imported or is returned
from industrial uses. Credit can

expand as business expands up to
the point that endangers redeem-
ability. Within those limits, and
recognizing the wide variations in
velocity which are possible in the
use of a currency and the various
devices for economizing in the use
of metallic money in the form of
clearing houses for credit instru¬
ments, productive activity of peo¬
ple should be expected to adjust
itself. Falling prices over a rela¬
tively long period of time, with an
increase in the value of people's
savings, might well be a natural
and proper consequence of the
correct relationship between a

nation's currency supply, and the
people's use of it, on the one

hand, and their productive activ¬

ity and sale of goods and services,
on the other.

The article in Business Week
does not comprehend such a cur¬

rency or such an adjustment. That
article simply outlines a theory
designed to support prices (pre¬
sumably the price level) at the
present level, regardless of the
causes or unsoundness of present
prices, by pumping more and
more currency into circulation
with nothing said as to the quality
of the currency to be supplied,

i As of Sept. 30, 1953, total de¬
posits of all banks and the volume
of money outstanding from the
issuing authorities amounted to
$223,235,000,000. According to the
theory outhned in the article, the
supply of currency 30 years from
now should be at least $446,-
470,000,000. The simple and cor¬
rect answer to that contention is
that no scientist in the field of

money can possibly know what
our currency supply should be 30
years from now. But there is one

thing he can say with accuracy;
it is that the currency will fail
to accomplish its proper purpose
unless it is a currency of good
quality—a basic factor overlooked
or ignored in the theory outlined
by Business Week.

A Single-Corrective Theory for
Business Change

Besides the fact that the theory
outlined rests upon an untenable
quantity theory of money, it also
provides a single-corrective theory
for business change. The correc¬
tive prescribed is the expansion of
currency. The state of economic
health to be had by this monetary
medicine is that which exists un¬

der an artificially stabilized price
level.

The notion that there is such a

thing as a valid single corrective
for business change is as unsound
as is the contention that a stable

price level, which is not the
natural result of economic equi¬
librium, is evidence of a healthy
economy. The well-established
facts are that economic changes
arise from a multitude of causes

and that no theory involving a

single corrective or cure has
validity. Economic health is at
its best when the degree of eco¬

nomic equilibrium is at the high¬
est attainable level. Neither cur¬

rency rhanipulation nor an ar¬

tificially stabilized price level
produces that desirable state of
economic affairs.

Of the single cause and cure

theories advanced in respect to
economic changes apparently none
is more common — particularly
among laymen—or ranks lower in
degree of validity than those in¬
volving manipulation of a na¬
tion's currency supply.
The theory outlined in Business

Week is merely a variation of
those which emerged during the
1930's when a great variety of
schemes for currency manipula¬
tion spread over this nation, and
others, like a pestilential blight.
Currency manipulation, rather
than provision of a sound cur¬

rency, has been one of mankind's
outstanding sins, particularly
since 1914. The article in Business

Week is symptomatic of the efforts
of those of the present generation,
who have been infected with that

variety of thinking, to prolong
their indulgence in monetary ob¬
sessions.

An Impressive Statement in
Opposition to Attempts to
Stabilize the Price Level by
Currency Manipulation

On March 13, 1939, the Board
of Governors of the Federal Re¬
serve System issued a statement,
available in the Federal Reserve
Bulletin of April, 1939, pp. 255-
259, in which it said among other
things: "Experience has shown
. . . that (1) prices cannot be con¬

trolled by changes in the amount
and cost of money; (2) the Board's
control of the amount of money
is not complete and cannot be
made complete; (3) a steady aver¬

age of prices does not necessarily
result in lasting prosperity; and
(4) a steady level of average

prices is not nearly as important
to the people as a fair relationship
between the prices of the com¬
modities they produce and those
which they buy."
The statement contains the fol¬

lowing additional well-grounded
observation: "The Board believes
that an order by Congress to the
Board or to any other agency of
Congress to bring about and main¬
tain a given average of prices
x^ould not assist but would hinder
efforts to stabilize business con¬

ditions. It would hinder, because
the price average frequently
would indicate a policy that would
work against rather than for sta¬
bility. Such an order would also
raise in the public mind hopes
and expectations that could not
be realized."

On April 10, 1939, 66 monetary
economists issued a statement in
which they said that "The
Board's statement is in harmony
with well-established economic

principles and with the facts of
monetary history."
There is nothing in basic prin¬

ciple in the theory outlined in
Business Week that is not very

old or with which those monetary
economists were not well ac¬

quainted. If they and the Board
were correct in their contentions
—and the available evidence read¬

ily supports them—then it follows
that the theory outlined in Busi¬
ness Week is without valid sup¬

port and is, consequently, falla¬
cious.

The Correct Aim

The proper end to be sought by
our United States Government

and Federal Reserve authorities
is economic equilibrium in which
the factors in production and the
forces in consumption, exchange,
and distribution of income reach

the best balance considering the
natural resources, intelligence,
capital equipment, and govern¬
ment of a nation.

The best means of moving to¬
ward economic equilibrium is
provided by free and fair com¬

petition operating in free markets
in terms of an honest and sound

currency.

The Confusion and Dangers in the
Theory and Program Outlined

To attempt to enforce a stable
price level on the theory that it
will contribute to economic health
is to attempt to convert what
should be the result of a healthy
economic balance into a causal
factor. Such an attempt is anal¬
ogous to an effort to make an

artificially stabilized thermometer
control the surrounding tempera¬
ture. It is in part a case of at¬
tempting to convert what is in¬
correctly held to be a desirable
effect into a causal factor.

Such confusion of cause and ef¬
fect relationships characterizes the
monetary-control theory outlined
and embraced by Business Week.
The basic functions of money and
credit and the nature and impli¬
cations of economic equilibrium
are misunderstood or overlooked

or ignored. The fact that eco¬

nomic maladjustments caused by
war, waste,' destruction, and cur¬

rency depreciation call for read¬
justments, if economic health is
to be attained, is not acknowl¬
edged nor accepted by the author
of that article. The program out¬
lined rests upon the assumption
that, regardless of what the mal¬
adjustments may be or what their
causes may have been, the pres¬
ent price level can and should be
maintained by a persistent expan¬
sion of currency. Presumably im¬
plied in the theory is a notion
that any economic maladjustments
which may exist can thus be made
to disappear.
There is no valid basis for such

a theory. There is no evidence
to support the notion that our
nation could adjust itself soundly

or attain a high, or progressively
higher, level of economic health
by pursuit of such a program, r

On the contrary, the evidence
is to the effect that the theory
and policy outlirled point toward
further currency manipulation,
further monetization of Federal

debt, further weakening of our
currency structure, further im¬
pairment of the value of savings,
more and more shots in the arm

of the insidious and deadly drug
of irredeemable currency, and a

progressive degeneracy in the
economic well-being of this na¬
tion.

Halsey, Stuart Group
Offer Utility Bonds f

Halsey, Stuart & Co. Inc. and
Associates are offering today
(Jan. 21) $30,000,000 Ohio Edison
Co. first mortgage bonds, 3J/4% :
series of 1954, due Jan. 1, 1984, .

at 101.93% and accrued interest,
to yield 3.15%. Award of the issue
was won by the group at com- *
petitive sale on Jan. 19 on a bid v

of 101.34%. The bond offering
marks the first public offering of
debt securities by the company
since May, 1950, when it offered '
$58,000,000 of bonds in connection
witfi its merger with Ohio Public '
Service Co.
Ohio Edison Co. currently is

also offering 527,830 shares of
common stock to its shareholders,
which offering was underwritten
last week.

Net proceeds from the sale of
the bonds, and from the current
sale of the 527,830 shares of com¬
mon stock, will be used by the -

company for cash requirements .

for the construction of property
additions in 1954 and for other

corporate purposes.

The bonds will be redeemable
at the option of the company, at
regular redemption prices ranging /

from 105.43% to par, and at spe¬
cial redemption prices ranging
from 101.93% to par plus accrued
interest in each case.

Ohio Edison Co. is engaged in
the generation, purchase, distribu¬
tion and sale of electricity in 577
communities, as well as in rural •

areas, in Ohio, and in the sale of
electric energy at wholesale to 24,
municipalities and seven rural
cooperative associations owning V
their own distribution systems '
and to two other electric com¬

panies in Ohio. The company also ■

supplies steam heat in the down- •

town business sections of Akron, "

Youngstown, and Springfield, and '
incident to its electric business,
sell appliances and cooperates'
with appliance dealers and re-'
tailers. Population of the terri- /
tory served at retail, is estimated ~
at about 1,400,000.
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Indications of Current
Business Activity

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the
week or month ended on that date, or, in cases of quotations, are as of that date:AMERICAN IRON AND STEEL INSTITUTE:

Indicated steel operations (percent of capacity) Tan 24Equivalent to—
Steel ingots and castings (net tons)

Jan. 24AMERICAN PETROLEUM INSTITUTE:
Crude oil and condensate output—daily average (bblc. of42 gallons each)
Crude runs to stills—daily average (bbls.)—__IIIII"

Latest
Week

§74.3

§1,772,000

Previous
Week

*74.3

1,772,000

Month

Ago
64.1

1,444,000

Year

Ago
99.7

2,248,000

Kerosene (bbls.) at _____

Distillate fuel oil ,(bbls.) at_

ASSOCIATION OF AMERICAN RAILROADS:

$195,848,000
89,675,000
106,173,000
84,366,000
21,807,000

8,140,000
534,000

Not avail.

95

§§9,013,905

200

4.634c
$56.59

$28.83

CIVIL ENGINEERING CONSTRUCTION — ENGINEERINGNEWS-RECORD:
Total U. S. construction Jan. 14
Private construction fan. 14
Public construction Jan. 14
State and municipal

t Jan. 14Federal
. Jan. 14

COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons) Jan. 9
Pennsylvania anthracite (tons) an. 9
Beehive coke (tons)

an. 9
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE

SYSTEM—1947-49 AVERAGE = 100 an. 9
EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.) Jan. 16

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &
BRADSTREET, INC an. 14

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.) 'an. 12
Pig iron (per gross ton) an. 12
Scrap steel (per gross ton) an. 12

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic reimery at : .\ Jan. 13
Export refinery at Jan. 13

Straits tin (New York) at ___. Jan. 13Lead (New York) at—___ —Jan. 13Lead (St. Louis) at
. Jan. 13

Zinc (East St. Louis) at __Jan. 13
MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds

__Jan. 19
Average corporate 1 Jan. 19Aaa

Jan. 19Aa i
Jan. 19A

„• Tan. 19
Baa —

Jan. 19Railroad Group ____,

Jan. 19Public Utilities Group Jan. 19
Industrials Group _I Jan. 19

MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bonds

, tan. 19
Average corporate

.____. an. 19Aaa
. an. 19Aa

an. 19A
an. 19Baa __—'

an. 19'

..Railroad Group __ —.——_—___; ._ an. 19Public Utilities Group
an. 19Industrials Group
ran. 19

MOODY'S COMMODITY INDEX-
- ~ Jan. 19

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons) "J30, *Production (tons) *Jan- ^Percentage of activity

j:Unfilled orders (tons) at end of period Jan. y
OIL, PAINT AND DRUG REPORTER PRICE INDEX—

1949 AVERAGE =100 Jan> 15
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD-

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK
EXCHANGE —SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases)—
Number of orders Jan.
Number of shares

— : Jan.
Dollar value

——- Jan.
Odd-lot purchases by dealers (customers' sales)—
Number of orders—Customers' total sales

. Tan|.
Customers' short sales an.
Customers' other sales Jan.

Number of shares—Total sales 'an.
Customers' short sales Jan.
Customers' other sales—

— Jan.
Dollar value -Jan.

Round-lot sales by dealers—
Number of shares—Total sales ______—Jan.
Short sales

———— — an-
Other sales

—: Jan-
Round-lot purchases by dealers—
Number of shares—

__. Jan* 2
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
£ec- ™Other sales '

-_£?ec'Total sales !
. Dec. 2b

ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM¬
BERS. EXCEPT ODD-LOT DEALERS AND SPECIALISTS:

Transactions of specialists in stocks in which registered—Total purchases Dec. 26
Short sales

Dec. 26
Other sales

Dec. 26
Total sales

. , : Dec. 26
Other transactions initiated on the floor—
Total purchases Dec. 26
Short- sales Dec. 26
Other sales

__ Dec. 26
Total sales

Dec. 26
Other transactions initiated off the floor—
Total purchases Dec. 26
Short sales

: Dec. 26
Other sales

Dec. 26
Total sales

* Dec. 26Total round-lot transactions for account of members— vTotal purchases _l_Dec. 26
Short sales ,— .4-Dec, 26Other sales — 1 - ___2_Dec. 26

Total sales
^__^_Dec. 26WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF

LABOR—(1947-49 = 100):
«.fCommodity Group— ,h

All commodities
____^_Jan. 12Farm products
___~__Jan. 12

Processed foods
Jan. 12

Meats
Jan. 12

All commodities other than farm and foods Jan. 12
^Revised figure. ^Includes 535.000 barrels of foreign crude runs. tNine

, annual capacity of 124.330,410 tons as of Jan. 1. 1954,..as aga nst the Jan.ended Jan. 10, 1952. **Five days ended Dec. 31, 1953:-; f?Record high figure.

9 6,284,350 6,194,400 6,225,400 6,468,3009 116,960,000 7,202,000 6,915,000 7,117,0009 24,620,000 25,141,000 24,502.000 23,768,0009 2,872,000 3,020,000 2,708,000 3,080,0009 10,382,000 10,358,000 10,377.000 10,900,0009 8,599,000 8,805,000 8,100,000 9,350,000

9 162,343,000 160,075.000 152,509,000 140,741,0009 28,588,000 29,081,000 33,865,000 26,234,0009 106,628,000 113,582,000 126,710,000 94,323,000-Jan. 9 49,668,000 49,435,000 50,445,000 48,876,000

9 624,229 477,805 651,951 688,110-Jan. 9 544,544 463,906 609,123 578,531

27,941
244

27,697
869,608
6,368

863,240
$27,244,610

330,230

330,230

201,400

171,520
6,419,510
6,591,030

614.700
87,620

458.860

546,480

156,400
2.500

131,870
134,370

337.730

26.040

215,811
241,851

1,108,830
116.160

806,541

922.701

110.9

98.5
106.1

95.4

114.5

$225,873,000
■ 78,926,000
146,947,000
135,292,000
11,655,000

*6,790,000
410,000
40,900

*81

8,824,801

202

4.634c

$56.59
$29.67

$181,655,000
107,899,000
73,756,000
67,071,000
6,685,000

8,390,000
514,000

59,500

216

8,896,250

210

4.634c

$56.59
$30.67

22,880
141

22,739
701,514
4,570

696,944
$25,251,188

285,260

( 285,260
149,610

231,280

8,095,420
8,326,700

791,560
127,930
633,540
761,470

212,380
7,900

151,790
159,690

314,430
22,670

228,750
251,420

1,318.370

158,500
1,014,080
1,172,580

110.4

95.9

105.2

91.4

114.5

days ended Jan
1, 1953 basis of

28,300
164

28,136
813,387

5,249
808,138

$30,706,080

287,390

287~390

241.010

268,230
6,140,050
6,408,280

632,900
116,330
464,670
581,000

178,990
7,000

126,910
133,910

237.200

31,270
202,783
234,053

1,049,090
154,600

794,363
748,963

110.1

94.7

104.9

88.2

114.5

$548,827,000
382,967,000
165,860,000
101,414,000
64,446,000

9,600,000
667,000
110,800

89

8,121,357

158

4.376c
$55.26

$42.00

29.700c 29.700c 29.675c 24.200c
28.900c 28.650c 28.675c 35.050c
84.500c 85.250c 85.500c 121.500c
13.500c 13.500c 13.500c 14.000c
13.300c 13.300c 13.300c 13.800c
10.000c 10.000c 10.000c 13.000c

97.62 96.97 95.88 96.43
106.92 106.56 106.21 109.24
112.00 111.44 111.07 114.08
109.06 108.52 108.16 112.56
106.74 106.21 105.69 107.62
100.65 100.32 100.16 103.13
104.66 104.14 103.97 105.17
107.44 107.09 106.56 109.24
108.88 108.34 108.16 113.50

2.67 2.71 2.77 2.80
3.34 3.36 3.38 3.23
3.06 3.09 3.12 3.03
3.22 3.25 3.28 3.10
3.35 3.38 3.40 3.25
3.71 3.73 3.73 3.52
3.47 3.50 3.52 3.37
3.31 3.33 3.36 3.24
3.23 3.26 3.28 3.07

417.8 418.9 406.2 406.7

1230,479 **185,853 212,109 4295,157
4212,013 **103,430 246,855 4260,644

478 **43 94 483
4414,047 **392,425 402,833 4512,208

107.52 107.47 107.48 108.63

25,360 19,289 25,663 26,709
752,352 580,262 766,716 758,703

$29,001,891 $23,617,381 $33,504,920 $33,201,396

25,868

85

25,783
734,213

2,568
731,645

$26,981,457

234,940

234,940

241,260

197,020
7,223,140
7,420,160

744,490
105,060
611,870

716,930

184.500

15,200
175,140
190,340

299,550
28,420

268,843
297,263

1,228,540
, 148,680
1,055,853
1,204,533

109.8
100.7

104.4

99.3
112.8

BUILDING CONSTRUCTION—U. S. DEPT. OF
LABOR—Month of December (in millions):

Total new construction
_

Private construction -III'Residential building (nonfarm) j.
New dwelling units IIIIIIIAdditions and alterations_____ II_III
Nonhousekeeping

Nonresidential building (nonfarm)IIIIIIII ,

Industrial
Commercial IIIIII
Warehouses, office and loft buildingslStores, restaurants, and garagesOther nonresidential building
Religious
Educational I
Social and recreational I
Hospital and institutional-
Miscellaneous

;
Farm construction I
Public utilities ; I
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 i
Sewer and water
Miscellaneous public service enterprises
Conservation and development
All other public

COTTON AND LINTERS — DEPT. OF COM¬
MERCE—RUNNING BALES: j

Lint—Consumed month of November_'____
In consuming establishments as of Nov. 28In public storage as of Nov. 28

Linters—Consumed month of November
Stocks Nov. 28

Cotton spindles active as of Nov. 28

COTTON SEED AND COTTON SEED PROD¬
UCTS—DEPT. OF COMMERCE—Month of
November—

Cotton Seed—
Received at mills (tons)
Crushed (tons)
Stocks (tons) November 30

Crude Oil—
Stocks (pounds) November 30
Produced (pounds)
Shipped (pounds)

Refined Oil—
otuoK.s (pounds) November 30- •

Produced (pounds)
Consumption (pounds)

Cake and Meal—

Stocks (tons) Novembef 30
Produced (tons)

.___

Shipped (tons)
Hulls-

Stocks (tons) November 30—
Produced (tons)
Shipped (tons) :

,

Linters (running bales)—
Stocks November 30
Produced

Shipped
Hull Fiber (1,000-lb. bales)—
Stocks November 30
Produced

Shipped —

Motes, Grabbots, etc. (1",000 pounds)—
Stocks November 30

___

Produced

Shipped '__

COTTON SPINNING (DEPT. OF COMMERCE):
Spinning spindles in place on Nov. 28
Spinning spindles active on Nov. 28
Active spindle hours 1000's omitted) Nov.
Active spindle hours per spindle in place Nov.

MOODY'S WEIGHTED AVERAGE YIELD OF
200 COMMON STOCKS—Month of Dec.:

Latest
Month

Previous
Month

Year

Ago

$2,661 $2,988 $2,550
1,908 2,052 1,795
952 1,024 942
850 905 850
78 94

. 74
24 25 18

505 523 433
176 177 193
182 192 112
79 • 79 50
103

, H31
'1■ 154

62
147 128
45 46 37
39 41 33
17 17 11
26 26 28
20 24 19
88 100 97

354 396 314
44 45 43
47 50 45

263 301 226
9 9 9

753 936 755
39 42 49

336 355 342
123 131 142
155 158 134
21 24 36
37 42 30
92 101 111
145 280 112
63 67 56
13 18 13
56 63 67
9* 10 5

684,990
1,586,062

11,219,555
110,888

1,260,789
19,990,000

1,386,511
763,154

2,769,505

972,128
1,506,192
9,406,484
123,614

1,156,487
19,953,000

1,860,394
777.892

2,146,148

143,804,000 134,001,000
249,924,000 251,701,000
237,277,000 192,514,000

1,016,037,000 *966,498,000 445,493,000

754,987
1,466,238
7,463,996
108,856
852,476

20,178,000

1,097,259
719,410

2,387,760

188,505,000
231,827,000
203,197,000

. 9, 1954. §Based on new

117,547,470 tons. tTen days

Industrial (125)
Railroad (25) ,

.__

Utilities (not includ. Amer. Tel & Tel.)
Banks (15)
Insurance (10) _

Average (200)

(24)

REAL ESTATE FINANCING IN NONFARM
AREAS OF U. S. — HOME LOAN BANK
BOARD—Month of October (000's omitted):

Savings and loan associations
Insurance companies

—

Bank and trust companies
Mutual Savings banks
Individuals .

Miscellaneous lending institutions

221,226,000 179,751,000 190,061,000
151,011,000 133,253,000 66,397,000

163,022 163,838 144,420
361,549 371,321 348,802
362,365 320,170 319,496

52,827 51,795 52,154
167,891 166,229 154,926
166,859 161,596 152,086

194,068 157,822 279,398
239,802 246,647 233,475
203,55.6 186,833 186,132

1,097 1,220 1,718
1,785 2,322 2,402
1,908 2,002 2,302

7,226 6,197 8,843
3,479 3,831 4,697
2,450 2,149 2,535

22,930.000 22,906,000 21,583,000
19,990,000 19,953.000 20,180,000
8,719,000 11,192.000 9,219,000

447.1 452.2 506.0

5.54 5.53 5.14
7.43 7.05 5.56
5.28 5.26 5.07
4.61 •

. |4.28 4.18
3.26 3.32 2.99
5.55 5.53 5.13

$658,417 $654,132 $627,343
123,233 124,654 134,920
319,874 314,863 342,393
122,674 123,244 117,286
251,176 241,897 253,100
270,467 269,718 252,301

Total
- $1,745,841 $1,728,508 $1,727,343

UNITED STATES GROSS DEBT DIRECT AND
GUARANTEED—(000's omitted):

As of December 31—_
General fund balance.

$275,243,758 $275,282,380
4,576,528 5,922,862

Net debt

Computed annual rate

U. S. GOVT. STATUTORY DEBT LIMITATION
—As of Dec. 31 (000's omitted):

Total face amount that may be outstanding
at any time _____

—

Outstanding—
Total gross public debt
Guaranteed obligations not owned by the
Treasury __. ______

1 Total gross public debt and guaranteed
obligations

Deduct—other outstanding public debt obli¬
gations not subject to debt limitation

Grand total outstanding-
Balance face amount of obligations, issuable
under above authority

$270,667,230 $269,359,518
2.414% 2.424%

$275,000,000 $275,000,000

275,168,120 275,208,583

75,638 73,796

$275,243,758 $275,282,380.

572,857 575.452

$274,670,901 $274,706,927

329,098 293,072

$267,445,125
6,064,343

$261,380,782
2.353%

$275,000,000

267,391,155

53,969

$267,445,125

623,859

$266,821,266

8,178,733
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Relation of Currency Supply
To Economic Growth

nature of the concept of, and fig¬
ures on, gross national product.
Had the Germans employed the
same type of figures during and
after World War I, when their
currency supply and prices were

reaching fantastic heights, it is
reasonable to assume that the fig¬
ures on the gross national product
of the German people would also
have reached fantastic heights de¬
spite the fact that in reality the
people were sinking into a state
of abject poverty, "eating black
bread and wearing paper clothes."
As gross national product figures
are presented in this country,
heavy government spending for
waste and destruction and curren¬

cy depreciation can raise them to
relatively high levels. An in¬
crease in gross national product
may not be the same as an in¬
crease in real wealth for peace¬

time civilian use; indeed it can
reflect a decrease in such wealth.

In the data given in the table,
the closest correlation between
the increase in gross national
product and volume of currency
was for the year June 30, 1935-
June 30, 1936. During that year
the price level was practically
steady (though the index of in¬
dustrial production increased
23%). The currency supply in¬
creased 12%; gross national prod¬
uct increased 14%; and the price
level i declined 1%. The data for
that year might seem to support
a contention that if the supply of
currency had kept pace with gross
national product the price level
would have been steady. But the
data for the period June 30, 1937-
June 30, 1939, should dispose of
any idea that such a theory has
validity. Gross national product
was practically unchanged in
1939 as compared with 1937; the
currency supply increased 7%;
and the price level dropped 13%.
If the thinking characteristic of
the quantity theory of money
were employed, it would be as¬
sumed that had the supply of
currency remained unchanged,
the price level should have fallen
more than the 13% recorded.

The Mechanism for Increasing the
Supply of Currency

As to the mechanism by which
the supply of currency is to be
increased, Business Week states,
p. 30, that "The Fed introduces
the growth factor into the money
stream in the usual way—by in¬
creasing member bank reserves."
In other words, we have here not
only an untenable quantity theory
of money but a further untenable
assumption to thq effect that a
horse can be driven by pushing
on the reins. Apparently in an
effort to circumvent this latter
well-known and well-established
fallacy, Business Week says, p.
30, that "Both the theoreticians
and the Detroit busine^
omists say the annual growth fac¬
tor will be an active sustainer of
business whether businessmen feel
like borrowing at the moment,
or not." i

The Board of Governors of the
Federal Reserve System covered
that fallacious notion adequately
and well, and with its statement
endorsed by 66 monetary econ¬

omists, when it said on March 13,
1939 (Federal Reserve Bulletin,
April, 1939, pp. 255-259): "The
Federal Reserve System can see
to it that banks have enough re¬
serves to make money available
to commerce, industry, and agri¬
culture at low rates; but it cannot'
make the commercial banks use
these reserves, it cannot make the
public spend the deposits that re¬
sult when the oanks do make
loans and investments."

The procedure, outlined by
Business Week, for increasing the
supply of currency opens the way
to a further and great monetiza-
tion of Federal debt. Further¬

more, no consideration is given to
the source and nature of the re¬

serves in Federal Reserve banks

necessary to support the proposed
increase in the volume of cur¬

rency.

The Question of Quality versus

Quantity of Currency

Though the article in Business
Week states that "to keep on

growing, this economy will need
an increasing supply of money"
and that "the continuing increase
will be at least enough to double
the supply of money every 30
years,nothing is said as to the
quality of the currency which is
to be used to increase the supply
just as nothing is said as to the
quality of the present supply of
currency.

When one embraces a quantity
theory of money and ignores
quality of the supply of currency
involved, he has indeed closed his
mind to the readily available les¬
sons as to the sad consequences

reaped by those people whose
government officials subjected
them to a currency program rest¬
ing upon such a theory. The
Knapp State theory of the value
of money (Georg Friedrich
Knapp, "The State Theory of
Money," Macmillan and Co., Ltd.,
London, 1924, 4th ed.; 1st ed.
1905) and every variety of theory
in defense of irredeemable paper

money are forms of a quantity
theory which stresses the im¬
portance of quantity to the ex¬
clusion of the element of quality.
During and after World War I
the German people were given a

first-hand lesson as to the fal¬
lacies in the State theory of
money—that is, that money has
the value which the State gives
it through regulation of supply.
Schacht, under Hitler, provided
the German people with a further
lesson, in somewhat different
form, on the fallacies in the State
theory of the value of money. In
basic principle the Knapp State
theory of money and that outlined
in Business Week are essentially
the same.

When a government stresses
quantity, and minimizes or ignores
quality of a currency, that gov¬
ernment has indeed adopted a

dangerous course. Apparently
there is none fraught with more
evil in the field of money.
An honest and good currency

involves a metallic money com¬
posed of a metal which has uni¬
versal acceptability, with all
other money redeemable in it at
a fixed rate, and with all credit
money automatically self-liqui¬
dating in nature. The metallic

money can grow as the output of
the mines increases and as the
metal is imported or is returned
from industrial uses. Credit can

expand as business expands up to
the point thgt endangers redeem-
ability. Within those limits, and
recognizing the wide variations in
velocity which are possible in the
use of a currency and the various
devices for economizing in the use
of metallic money in the form of
clearing houses for credit instru¬
ments, productive activity of peo¬
ple should be expected to adjust
itself. Falling prices over a rela¬
tively long period of time, with an
increase in the value of people's
savings, might well be a natural
and proper consequence of the
correct relationship between a
nation's currency supply, and the
people's use of it, on the one

hand, and their productive activ¬

ity and sale of goods and services,
on the other.

The article in Business Week
does not comprehend such a cur¬

rency or such an adjustment. That
article simply outlines a theory
designed to support prices (pre¬
sumably the price level) at the
present level, regardless of the
causes or unsoundness of present
prices, by pumping more and
more currency into circulation
with nothing said as to the quality
of the currency to be supplied.
As of Sept. 30, 1953, total de¬

posits of all banks and the volume
of money outstanding from the
issuing authorities amounted to

$223,235,000,000. According to the
theory outl-.ned in the article, the
supply of currency 30 years from
now should be at least $446,-
470,000,000. The simple and cor¬
rect answer to that contention is
that no scientist in the field of

money can possibly know what
our currency supply should be 30
years from now. But there is one

thing he can say with accuracy;
it is that the currency will fail
to accomplish its proper purpose
unless it is a currency of good
quality—a basic factor overlooked
or ignored in the theory outlined
by Business Week.

A Single-Corrective Theory for
Business Change

Besides the fact that the theory
outlined rests upon an untenable
quantity theory of money, it also
provides a single-corrective theory
for business change. The correc¬
tive prescribed is the expansion of
currency. Tlie state of economic
health to be had by this monetary
medicine is that which exists un¬

der an artificially stabilized price
level.

The notion that there is such a

thing as a valid single corrective
for business change is as unsound
as is the contention that a stable
price level, which is not the
natural result of economic equi¬
librium, is evidence of a healthy
economy. The well-established
facts are that economic changes
arise from a multitude of causes

and that no theory involving a
single corrective or cure has
validity. Economic health is at
its best when the degree of eco¬
nomic equilibrium is at the high¬
est attainable level. Neither cur¬

rency manipulation nor an ar¬

tificially stabilized price level
produces that desirable state of
economic affairs.

Of the single cause and cure

theories advanced in respect to
economic changes apparently none
is more common — particularly
among laymen—or ranks lower in
degree of validity than those in¬
volving manipulation of a na¬

tion's currency supply.
The theory outlined in Business

Week is merely a variation of
those which emerged during the
1930's when a great variety of
schemes for currency manipula¬
tion spread over this nation, and
others, like a pestilential blight.
Currency manipulation, rather
than provision of a sound cur¬

rency, has been one of mankind's

outstanding sins, particularly
since 1914. The article in Business
Week is symptomatic of the efforts
of those of the present generation,
who have been infected with that
variety of thinking, to prolong
their indulgence in monetary ob¬
sessions.

An Impressive Statement in
Opposition to Attempts to
Stabilize the Price Level by
Currency Manipulation

On March 13, 1939, the Board
of Governors of the Federal Re¬
serve System issued a statement,
available in the Federal Reserve
Bulletin of April, 1939, pp. 255-
259, in which it said among other
things: "Experience has shown

. . . that (1) prices cannot be con¬

trolled by changes in the amount
and cost of money; (2) the Board's
control of the amount of money
is' not complete and cannot be
made complete; (3) a steady aver¬

age of prices cjoes not necessarily
result in lasting prosperity; and
(4) a steady level of average
prices is not nearly as important
to the people as a fair relationship
between the prices of the com¬

modities they produce and those
which they buy."
The statement contains the fol¬

lowing additional well-grounded
observation: "The Board believes
that an order by Congress to the
Board or to any other agency of
Congress to bring about and main¬
tain a given average of prices
would not assist but would hinder
efforts to stabilize business con¬

ditions. It would hinder, because
the price average frequently
would indicate a policy that would
work against rather than for sta¬

bility. Such an order would also
raise in the public mind hopes
and expectations that could not
be realized."

,

On April 10, 1939, 66 monetary
economists issued a statement in
which they said that "The
Board's statement is in harmony
with well-established economic

principles and with the facts of
monetary history."
There is nothing in basic prin¬

ciple in the theory outlined in
Business Week that is not very
old or with which those monetary
economists were not well ac¬

quainted. If they and the Board
were correct in their contentions
—and the available evidence read¬

ily supports them—then it follows
that the theory outlined in Busi¬
ness Week is without valid sup¬

port and is, consequently, falla¬
cious.

The Correct Aim

The proper end to be sought by
our United States Government
and Federal Reserve authorities
is economic equilibrium in which
the factors in production and the
forces in consumption, exchange,
and distribution of income reach
the best balance considering the
natural resources, intelligence,
capital equipment, and govern¬
ment of a nation.

The best means of moving to¬
ward economic equilibrium is
provided by free and fair com¬

petition operating in free markets
in terms of an honest and sound

currency.

The Confusion and Dangers in the
Theory and Program Outlined

To attempt to enforce a stable
price level on the theory that it
will contribute to economic health
is to attempt to convert what
should be the result of a healthy
economic balance into a causal
factor. Such an attempt is anal¬
ogous to an effort to make an

artificially stabilized thermometer
control the surrounding tempera¬
ture. It is in part a case of at¬

tempting to convert what is in¬
correctly held to be a desirable
effect into a causal factor.

Such confusion of cause and ef¬
fect relationships characterizes the
monetary-control theory outlined
and embraced by Business Week.
The basic functions of money and
credit and the nature and impli¬
cations of economic equilibrium
are misunderstood or overlooked
or ignored. The fact that eco¬

nomic maladjustments caused by
war, waste, destruction, and cur¬

rency depreciation call for read¬
justments, if economic health is
to be attained, is not acknowl¬
edged nor accepted by the author
of that article. The program out¬
lined rests upon the assumption
that, regardless of what the mal¬
adjustments may be or what their
causes may have begn, the pres¬
ent price level can and should be
maintained by a persistent expan¬
sion of currency. Presumably im¬
plied in the theory is a notion
that any economic maladjustments
which may exist can thus be made
to disappear.
There is no valid basis for such

a theory. .There is no evidence
to support the notion that our
nation could adjust itself soundly

or attain a high, or progressively
higher, level of economic health
by pursuit of such a program.
On the contrary, the evidence

is to the effect that the theory
and policy outlined point toward
further currency manipulation,
further monetization of\ Federal
debt, further weakening of our
currency structure, further im¬
pairment of the value of savings,
more and more shots in the arm

of the insidious and deadly drug
of irredeemable currency, and a
progressive degeneracy in the
economic well-being of this na¬
tion.

Halsey, Stuart Group
Offer Utility Bonds

Halsey, Stuart & Co. Inc. and
Associates are offering today
(Jan. 21) $30,000,000 Ohio Edison
Co. first mortgage bonds, 3JA%
series of 1954, due Jan. 1, 1984,
at 101.93% and accrued interest,
to yield 3.15%. Award of the issue
was won by the group at com¬

petitive sale on Jan. 19 on a bid
of 101.34%. The bond offering
marks the first public offering of
debt securities by the company
since May, 1950, when it offered

$5^,000,000 of bonds irt connection
with its merger with Ohio Public
Service Co.
Ohio Edison Co. currently is

also offering 527,830 shares of
common stock to its shareholders,
which offering was underwritten
last week.

Net proceeds from the sale of
the bonds, and from the current
sale of the 527,830 shares of com¬
mon stock, will be used by the
company for cash requirements
for the construction of property
additions in 1954 and for other

corporate purposes.

The bonds will be redeemable
at the option of the company, at
regular redemption prices ranging
from 105.43% to par, and at spe¬
cial redemption prices ranging
from 101.93% to par plus accrued
interest in each case.

Ohio Edison Co. is engaged in
the generation, purchase, distribu¬
tion and sale of electricity in 577
communities, as well as in rural
areas, in Ohio, and in the sale of
electric energy at wholesale to '24
municipalities and seven rural
cooperative associations owning
their own distribution systems
and to two other electric com¬

panies in Ohio. The company also
supplies steam heat in the down¬
town business sections of Akron,
Youngstown, and Jppringfield, and
incident to its electric business,
sell appliances and cooperates
with appliance dealers and re¬

tailers. Population of the terri¬
tory served at retail, is estimated
at about 1,400,000.
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Indications of Current
Business Activity
AMERICAN IRON AND STEEL INSTITUTE:
Indicated steel operations (percent of capacity)Equivalent to—

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the
week or month ended on that date, or, in cases of quotations, are as of that date:

AMERICAN PETROLEUM INSTITUTE:

42 gallons each)
Crude runs to stills—daily average' (bbls.).Gasoline output (bbls.)—.

Stocks at refineries, bulk terminals, in transit, in pipe lines-Finished and unfinished gasoline (bbls.) at

Distillate fuel oil (bbls.) at—
Kesmual iuel oil (bbls.) at

ASSOCIATION OF AMERICAN RAILROADS:

Latest Previous Month Year
Week Week Ago Ago-'an. 24 §74.3 '74.3

_ 64.1 99.7

§1,772,000 1,772,000 1,444,000 2,248,0100
of

9 6,284,350 6,194,400 •

6,225,400 6,468,3009 116,960,000 7,202,000 6,915,000 7,117,0009 24,620,000 25,141,000 24,502,000 23,768,0009 2,872,000 3,020,000 2,708,000 3,080,0009 10,382,000 10,358,000 10,377,000 10,900,0009 8,599,000 8,805,000 8,100,000 9,350,000

"Jan. 9 162,343,000 160,075,000 152,509,000 140,741,0009 28,588,000 29,081,000 33,865,000 26,234,0009 106,628,000 113,582,000 126,710,000 94,323,000-Jan. 9 49,668,000 49,435,000 50,445,000 48,876,000
— Jan. 9 624,229 477,805 651,951 688,110
— Jan. 9 544,544 463,906 609,123 578,531

Ian.16

. an.14

, "an. 12

, an. 12

an. 12

.Jan. 13

.Jan.13

.Jan.13

.Jan. 13

.Jan.13

.Jan.13

CIVIL ENGINEERING CONSTRUCTION — ENGINEERINGNEWS-RECORD:
Total U. S. construction

: Jan. 14
Private construction Jan. 14
Public construction

4. (J._ Jan. 14
State and municipal 4 Jan. 14
Federal

Jan. 14
COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons)

.— Jan. 9
Pennsylvania anthracite (tons) ; . an. 9
Beehive coke (tons)

.___ an. 9
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE

SYSTEM—1947-49 AVERAGE= 100 an. 9
EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.)

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &
BRADSTREET, INC._

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.)
Pig iron (per gross ton) 4

Scrap steel (per gross ton)
METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic reimery at
Export refinery at _

Straits tin (New York) at.
— —

Lead (New York) at—
. 1

Lead (St. Louis) at
Zinc (East St. Louis) at

——
—

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds 1 Jan. 19
Average corporate

Jan. 19Aaa —
__ _4__. Jan. 19Aa

.- Jan. 19A
Jan. 19Baa
Jan. 19Railroad Group Jan. 19Public Utilities Group _____ Jan. 19

Industrials Group Jan. 19
MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bonds

ian. 19
Average corporate

— an. 19Aaa
an. 19Aa

;
— an. 19A

an. 19Baa
an. 19Railroad Group

— an. 19Public Utilities Group— ; ____ an. 19Industrials Group—
ran. 19

MOODY'S COMMODITY INDEX
— Jan- 19

NATIONAL PAPERBOARD ASSOCIATION: '-?■»
Orders received (tons) "l3"' yProduction (tons)

__ *Jan- y
Percentage of activity : ■; ------*:an'

„Unfilled orders (tons) at end of period Jan- y
OIL, PAINT AND DRUG REPORTER PRICE INDEX—

1949 AVERAGE =100 Jan> lb
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD-

IOT DEALERS AND SPECIALISTS ON N. Y. STOCK
EXCHANGE—SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases)—
Number of orders

._ — Tan.
Number of shares ■

.
— Jan.

Dollar value
Jan.

Odd-lot purchases by dealers (customers' sales)—
Number of orders—Customers' total sales Tan.
Customers' short sales

——— 'an.
Customers' other sales Jan.

Number of shares—Total sales — 'an.
Customers' short sales Jan-
Customers' other sales ; : ran-

Dollar value Jan.
Round-lot sales by dealers—
Number of shares—Total sales.

.__——— Jan.
Short sales

— — — _______ an.
Other sales Jan.

Round-lot purchases by dealers—
Number of shares -

- -Jan- 2
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 —

— £ec. 20Other sales
—_ J?ec'Total sales ■ _

_
_

_ Dec. 26
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM¬

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS:
Transactions of specialists in stocks in which registered—Total purchases

— Dec. 26
Short sales

Dec. 26
Other sales

Dec. 26
Total sales : Dec. 26Other transactions initiated on the floor—
Total purchases _ ____ Dec. 26
Short- sales

- Dec. 26
Other sales

Dec. 26
Total sales

. Dec. 26
Other transactions initiated off the floor—
Total purchases Dec. 26
Short sales -

_Dec. 26Other sales
. Dec. 26

Total sales
.—'4, Dec. 26Total round-lot transactions for account of members— vTotal purchases ^t_Dec. 26

Short sales —

4_Pec- 26Other sales : I_Dec. 26Total sales
.jpDec. 26WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF

LABOR—(1947-49 = 100): >

Commodity Group— ,L
All commodities

_-_^-Jan. 12Farm products
___ljan. 12

Processed foods
Jan. 12

Meats -

Jan. 12All commodities other than farm and foods— Jan. 12
'Revised figure, fIncludes 535.000 barrels of foreign crude runs. tNine days ended Janannual capacity of 124,330,410 tons as of Jan. 1. 1954,.-as aga'nst the Jaii. 1, 1953 basis ofended Jan. 10, 1952. "Five days ended Dec. 31, 1953r DfRecord high figure.

$195,848,000
89,675,000

106,173,000
84,366,000
21,807,000

8,140,000
534,000

Not avail.

95

§ §9,013,905

200

4.634c

$56.59
$28.83

29.700c

28.900c

84.500c

13.500c

13.300c

10.000c

97.62

106.92

112.00

109.06

106.74

100.65

104.66

107.44

108.88

2.67

3.34
3.06

3.22

3.35

3.71

3.47

3.31

3.23
417.8

t230,479
t212,013

t78

t414,047

107.52

,25,360
752,352

$29,001,891

27,941
244

27,697

869,608
6,368

863,240
$27,244,610

. 330,230

330,230

201,400

171,520
6,419,510
6,591,030

614.700
87,620

458.860

546,480

156,400
2.500

131.870

134,370

337.730
26.040

215,811
241,851

1,108,830
116,160
806,541
922.701

110.9

98.5
106.1

95.4

114.5

$225,873,000
78,926,000

146,947,000
135,292,000
11,655,000

'6,790,000
410,000
40,900

'81

8,824,801

202

4.634c

$56.59

$29.67

29.700c
28.650c

85.250c

13.500c
13.300c

10.000c

96.97

106.56

111.44

108.52

106.21

100.32
104.14
107.09

lj)8.34
2,71
3.36

3.09

3.25

3.38

3.73

3.50
3.33
3.26

418.9

"185,853
"103,430

"43

"392,425

107.47

19,289
580,262

$23,617,381

22,880
141

22,739
701,514

4,570
696,944

$25,251,188

285,260

285,260

149,610

231,280
8,095.420
8,326,700

791,560
127,930
633,540
761,470

212,380
7,900

151,790
159,690

314,430
22,670

228,750
251,420

1,318.370
158,500

1,014,080
1,172,580

110.4

95.9

105.2

91.4

114.5

$181,655,000
107,899,000
73,756,000
67,071,000
6,685,000

8,390,000
514,000

59,500

216

8,896,250

210

4.634c
$56.59
$30.67

29.675c
28.675c
85.500c
13.500c
13.300c

10.000c

95.88
106.21

111.07

108.16
105.69

100.16
103.97
106.56

108.16

2.77

3.38
3.12

3.28

3.40

3.73

3.52

3.36

3.28

406.2

212,109
246,855

94

402,833

107.48

'

I' '

25,663

766,716
$33,504,920

28,300
164

28,136
813,387

5,249
808,138

$30,706,080

287,390

287~390

241,010

268,230
6,140,050
6,408,280

632,900
116,330
464,670
581,000

178,990
7,000

126,910
133,910

237,200
31,270

202,783
234,053

1,049,090
154,600

794,363
748,963

$548,827,000
382,967,000
165,860,000
101,414,000
64,446,000

9,600,000
667,000
110,800

89

8,121,357

158

4.376c
$55.26

$42.00

24.200c
35.050c
121.500c
14.000c

13.800c
13.000c

96.43
109.24

114.08
112.56
107.62

103.13
105.17
109.24

113.50

2.80
3.23

3.03

3.10

3.25

3.52

3.37
3.24
3.07

406.7

J295.157
t260,644

183

t512,208

108.63

26,709
758,703

$33,201,396

25,868

85
25,783

734,213
2,568

731,645
$26,981,457

234,940

234,940

241,260

197,020
7,223,140
7,420,160

744,490

105,060
611,870

716,930

184,500

15,200
175,140
190,340

299,550
28,420

268,843
297,263

1,228,540
148,680

1,055,853
1,204,533

110.1 109.8
94.7 100.7
104.9 104.4
88.2 99.3
114.5 112.8

BUILDING CONSTRUCTION—U. S. DEPT. OF
LABOR—Month of December (in millions):

Total new construction
Private construction IIIIIIResidential building (nonfann)

New dwelling units II-IIIIIIIIIAdditions and alterations IIIIII
Nonhousekeeping I ~

Nonresidential building (nonfarm) IIIIIIIIIndustrial
Commercial IIIIIIII""!
Warehouses, office and loft buUdlngsIStores, restaurants, and garages'

Other nonresidential building
Religious
Educational ~~
Social and recreational
Hospital and institutional—..
Miscellaneous

Farm construction
Public utilities
Railroad II
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

i Miscellaneous public service enterprises
Conservation and development
All other public ___

:'j
COTTON AND LINTERS — DEPT. OF COM¬

MERCE—RUNNING BALES:

Lint—Consumed month of November
In consuming establishments as of Nov. 28In public storage as of Nov. 28—

Linters—Consumed month of November
Stocks Nov. 28

Cotton spindles active as of Nov. 28—

COTTON SEED AND COTTON SEED PROD¬
UCTS—DEPT. OF COMMERCE—Month of
November—

Cotton Seed—
Received at mills (tons)
Crushed (tons)
Stocks (tons) November 30

dud? Oil-
Stocks (pounds) November 30
Produced (pounds)
Shipped (pounds)

Refined Oil—
ootids (pounds) November 30
Produced (pounds)
Consumption (pounds)

Cake and Meal—
Stocks (tons) November 30— ;
Produced (tons) '

Shipped ('tons) —

Hulls—
,

Stocks (tons) November 30„
Produced (tons)
Shipped (tons).

Linters (running bales)—
Stocks November 30
Produced

_

Shipped :
Hull Fiber (1,000-lb. bales)—
Stocks November 30 4___

Produced

Shipped
Motes, Grabbots, etc. (1,000 pounds)—
Stocks November 30
Produced

Shipped

COTTON SPINNING (DEPT. OF COMMERCE):
Spinning spindles in place on Nov. 28
Spinning spindles active on Nov. 28
Active spindle hours (000's omitted) Nov.
Active spindle hours per spindle In place Nov.

MOODY'S WEIGHTED AVERAGE YIELD OF
200 COMMON STOCKS—Month of Dec.:

Industrial (125)
Railroad (25)

__

Utilities (not includ. Amer. Tel & Tel.) (24)
Banks (15)
Insurance (10)

.

Average (200)
(

REAL ESTATE FINANCING IN NONFARM
AREAS OF U. S. — HOME LOAN BANK
BOARD—Month of October (000's omitted):

Savings and loan associations :
Insurance companies
Bank and trust companies
Mutual Savings banks
Individuals

Miscellaneous lending institutions——

. 9, 1954. §Based on new

117,547,470 tons. tTen days

Latest Previous Year
Month Month Ago

$2,661 $2,988 $2,550
1,908 2,052 '( 1,795
952 1,024 942
850 905 850
78 94 74
24 25 18

505 523 433
176 177 193
182 192 112
79 79 50

103 113 62
147 154 128
45 46 37
39 41 33
17 17 11
26 26 28
20 24 19
88 100 97

354 3961 314
45 43

47 50 45
263 301 226

9 9 9
753 936 755
39 42 49

336 355 342
123 131 142
155 158 134
21 24 36
37 42 30
92 101 111
145 280 112
63 67 56
13 18 13
56 63 67
9 10 5

684,990 972,128 754,987
1,586,062 1,506,192 1,466,238

11,219,555 9,406,484 7,463,996
110,888 123,614 108,856

1,260,789 1,156,487 852,476
19,990,000 19,953,000 20,178,000

1,386,511 1,860,394 1,097,259
763,154 777,892 719.410

2,769,505 2,146,148 | 2,387,760

143,804,000 134,001,000 188,505,000
249,924,000 251,701,000 231,827,000
237,277,000 192,514,000 203,197,000

1,016,037,000 '966,498,000 445,493,000
221,226,000 179,751,000 190,061,000
151,011,000 133,253,000 66,397,000

163.022 163.838 144,420
361,549 371,321 348,802
362,365 320,170 319,496

52,827 51,795 52,154
167,891 166,229 154,926
166,859 161,596 152,086

194,068 157,822 279,398
239,802 246,647 233,475
203,556 186,833 186,132

1,097 1,220 1,718
1,785 2,322 2,402
1,908 > 2,002 2,302

7,226 6,197 8,843
3.479 3,831 4,697
2,450 2,1491 2,535

22,930,000 22,906,000 21,583,000
19,990,000 19,953,000 20,180,000
8,719.000 11,192,000 9,219,000

447.1 452.2 506.0

5.54 5.53 5.14
7.43 7.05 5.56
5.28 5.26 5.07
4.61 4.28 4.18
3.26 3.32 2.99
5.55 5.53 5.13

$658,417 $654,132 $627,343
123,233 124,654 134,920
319,874 314,863 342,393
122,674 123,244 117,286
251,176 241,897 253,100
270,467 269,718 252,301

Total : — $1,745,841 $1,728,508 $1,727,343"1

UNITED STATES GROSS DEBT DIRECT AND
GUARANTEED—(000's omitted):

As of December 31— a

(peneral fund balance i
$275,243,758 $275,282,380

4,576,528 5,922,862

Net debt

Computed annual rate

U. S. GOVT. STATUTORY DEBT LIMITATION
—As of Dec. 31 (000's omitted):

Total face amount that may be outstanding
at any time

Outstanding—
Total gross public debt...
Guaranteed obligations not owned by the'

Treasury

Total gross public debt and guaranteed
obligations.

Deduct—other outstanding public debt obli¬
gations not subject to debt limitation-—_

Grand total outstanding .
'

Balance face amount of obligations, issuable
( under above authority

$270,667,230 $269,359,518
2.414% 2.424%

$275,000,000 $275,000,000

275,168,120 275,208,583

75,638 73,796

$'275,243,758 $275,282,380

572,857 575,452

$274,670,901 * $274,706,927

329,098 293,072

$267,445,125
6,064,343

$261,380,782
2.353%

$275,000,000

267,391,155

53,969

$267,445,125

623,859

$266,821,266

8,178,733
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Securities Now in Registration
A & B Commercial Finishing Co., Inc.

Dec. 18 (letter of notification) 120,000 shares of class A
common stock. Price—At par ($1 per share). Proceeds—
For equipment and working capital. Office—728 South
Wheeling, Tulsa, Okla. Underwriter—White ■& Co., Tulsa,
Okla., and St. Louis, Mo. Offering—Expected in Okla¬
homa only.

Amalgamated Growth Industries, Inc.
Sept. 28 (letter of notification) 149,999 shares of common
*itock (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 Diamond Mining Corp.
.Oec. 8 (letter of notification) 260,000 shares of common
«itock (par $1). Price—$1.15 per share. Proceeds—To ex¬

plore and.develop the Murfreesboro, Pike County, Ark.,
property and for general corporate purposes. Office—
49 "Wall St., New York 5, N. Y. Underwriter—Samuel W.
•Gordon & Co., Inc., New York, N. Y.

Armstrong Rubber Co.
Nov. 27 (letter of notification) 1,000 shares of class A
common stock (no par). Price—$21 per share. Proceeds
—To James A. Walsh, the selling stockholder. Under¬
writer—Gruntal & Co., New Haven, Conn.

★ Atomic Development Mutual Fund, Inc.,
Washington, D. C.

Jan. 14 filed 900,000 shares of its capital stock. Price—
At market. Proceeds—For investment. Underwriter—
None.

★ Augusta Chemical Co., Augusta, Ga.
Jan. 11 (letter of notification) 10,000 shares of common
stock (par $1). Price—At market (estimated at $3.25 to
.$3.75, but in no event less than $2.75 per share). Pro¬
ceeds—To Beech Chemicals, Inc., 6'0 Park Place, Newark,
N. J. Underwriter—Not named.

Automobile Banking Corp. (1/25-29)
"Dec. 28 filed 61,000 shares of series B 6% cumulative
convertible preferred stock. Price — At par ($10 per
sha'fe). Proceeds—To increase working capital. Under¬
writers — Bioren & Co. and H. G. Kuch & Co., both of
Philadelphia, Pa.
★ Aztec Oil & Gas Co., Dallas, Tex.
Dec. 1,4 filed 2,017,801 shares of common stock (par $1)
being offered for subscription by common stockholders
-of Southern Union Gas Co. of record Dec. 28, 1953 on the
basis of one share of Aztec for each Southern Union
common share held; rights to expire on Feb, 8. Price—
$3.83 per share. Proceeds—To acquire equipment and
property, for drilling wells and for working capital.
"Underwriter—None.

Bank Shares, Inc., Minneapolis, Minn.
Jan. 4 (letter of notification) 15,000 shares of class A
stock. Price—At par ($20 per share). Proceeds—To ac¬
quire shares of capital stock of The Marquette National
Hank and the Chicago-Lake State Bank. Underwriter—
"M. H. Bishop & Co., Minneapolis, Minn.

Basin Natural Gas Corp., Santa Fe, N. M. *
Dec. 23 (letter of notification) 748,000 shares of common
stock (par five cents). Price—40 cents per share. Pro¬
ceeds—To acquire properties and leases. Office — Blatt
Bldg., Santa Fe, N. M. Underwriter—Hunter Securities
Corp., New York.

A" Black Hills Power & Light Co., Rapid City, S. D.Jan. 12 (letter of notification) 14,100 shares of common
.stock (par $1) to be offered for subscription by com¬
mon stockholders through warrants which expire onieb. 15. Proceeds—For new construction and improve¬ments. Underwriter—None.
• Blaske Lines, Inc., Alton, III. (1/25-29)
Jan. 7 (letter of notification) 65,990 shares of commonstock (par $2), to be first offered for subscription by-stockholders; then to public. Price—$2.62V2 per share.Proceeds—For down payment on purchase of six new

b3£ge£ Srffj,ce~210 Willia™ St., Alton, 111. Underwriter—G. H. Walker & Co., St. Louis, Mo.

★ Budget Plan Corp., Haddonfield, N. 1. (2/1)Jan. 13 (letter of notification) 20,000 shares of class Acommon stock (par $1). Price—$5 per share. Proceeds—■To establish additional offices and for working capitalOffice — 101 Kings Highway East, Haddonfield, N. J.Underwriter — Rambo, Close & Kerner, Inc., Philadel¬phia. Pa.

★ Buensod-Stacey, Inc.
Jan. 13 (letter of notification) not exceeding 2,330 shares
of class B common stock to be offered to employees.
Price—At par ($20 per share). Proceeds—To liquidate
certain indebtedness and for working capital. Office—
60 East 42nd St., New York 17, N. Y. Underwriter—
None.

★ Buzzards Bay Gas Co., Ifyannis, Mass.
Jan. 13 (letter of notification) 4,000 shares of 6% cumu¬
lative preferred stock. Price—At par ($25 per share).
Proceeds—To repay bank loan. Underwriter—Coffin &
Burr, Inc., Boston, Mass.

★ California Water & Telephone Co. (2/2)
Jan. 14 filed 120,000 shares of $1.32 cumulative converti¬
ble preferred stock (par $25). Price—To be supplied by
amendment. Proceeds—To repay bank loans and for
construction program. Underwriter—Blyth & Co., Inc.,
New York and San Francisco.

★ Chemical Enterprises, Inc., New York
Dec. 21 filed 350,000 shares of common stock (par 25
cents). Price—To be supplied by amendment (probably
around $10 per share). Proceeds—To repay bank loan, to
acquire capital stock of nine Louisiana companies and to
expand their ammonia storage and distributing facilities.
Underwriter—Lee Higginson Corp., New York. State¬
ment has been withdrawn.

Cherokee Industries, Inc., Oklahoma City, Okla.
Dec. 3 filed 5,000,000 shares of class B non-voting com¬
mon stock (par one cent). Price—$1 per share. Proceeds
—To construct mill. Underwriter—None.

★ Clayton Mines, Inc., Orlando, Fla.
Jan. 11 (letter of notification) 299,000 shares of class B
common stock. Price—At par ($1 per share). Proceeds
—For equipment, working capital and general corporate
purposes. Office—1800 Atlanta Avenue, Orlando, Fla.
Underwriter—First Florida Investors Inc., 19 S. Court
Street, Orlando, Fla.

Colorado Oil & Gas Corp., Denver, Colo. (1/26)
Jan. 5 filed 1,000,000 shares of common stock (par $3).
Price—To be supplied by amendment. Proceeds—To re¬
tire $500,000 5% 3-year notes due Sept. 21, 1956, and to

★ INDICATES ADDITIONS
SINCE PREVIOUS ISSUE

• ITEMS REVISED

acquire and develop oil and gas properties. Underwriter
—Union Securities Corp., New York.
Commonwealth Edison Co. and Northern Illinois

Gas Co. (1/27)
Jan. 7 filed $60,000,000 of Commonwealth Edison Co.
"gas divisional lien bonds due Jan. 1, 1979" which bonds
will become Northern Illinois Gas Co. first mortgage
bonds due Jan. 1, 1979. Price—To be supplied by amend¬
ment. Proceeds—To pay Commonwealth Edison Co. for
acquisition of gas and heating properties by Northern
Illinois Gas Co. Underwriters—The First Boston Corp.,
New York; Halsey, Stuart & Co. Inc., Chicago and New
York; and Glore, Forgan & Co., Chicago and New York.

★ Composite Fund, Inc., Spokane, Wash.
Jan. 14 filed 200,000 shares of capital stock.

_ Price—At
market. Proceeds—For investment. Underwriter—None.

Consumers Power Co.^ Jackson, Mich. V- •
Dec. 3 filed 679,436 shares of common stock (no par)
being offered for subscription by common stockholders
of record Jan. 7, 1954 on the basis of one new share for
each 10 shares held; rights to expire on Jan. 22. Unsub¬
scribed shares will be offered first to employees. Price
—$36.75 per share. Proceeds—For construction program,
Underwriters—Harriman Ripley & Co., Inc. and The
First Boston Corp. (jointly). ..

• CorpAmerica, Inc., Wilmington, Del.
Dec. 29 (letter of notification) 20,000 shares of class A
non-voting common stock (par $10), of which 7,819
shares are being offered to class A stockholders of rec¬
ord Jan. 8 on basis of seven new shares for each 10 shares
held; rights to expire Feb. 3. The unsold balance, plus
12,181 shares are offered to public. Price—To stock¬
holders, $14 per share; to public, $15 per share. Proceeds
—For working capital. Office—1901 W. Fourth Street,
Wilmington, Del. Underwriter—Laird, Bissell & Meeds,
Wilmington, Del.

Danieison Manufacturing Co.
Dec. 24 (letter of notification) 10,704 shares of class A
preferred stock (par $5) to be offered for subscription
by stockholders. Price—$9.50 per share. Proceeds—For
working capital. Underwriter—Coburn & Middlebrook,
Inc., Hartford, Conn.

NEW ISSUE CALENDAR

New^ork. Boston Pittsburgh Chicago
Philadelphia San Francisco Cleveland *

Private Wires to all offices .

January 25 (Monday)
Automobile Banking Corp.: Preferred

(Bioren & Co. and H. G. Kuch & Co.) $610,000

Blaske Lines, Inc.T Common
(G. H. Walker & Co.> $173,223

Otter Tail Power Co Debentures
([Blyth & Co., Inc.) $2,500,000

January 26 (Tuesday)
Colorado Oil & Gas Co Common

(Union Securities Corp.) 1,000,000 shares

January 27 (Wednesday)
Commonwealth Edison Co.— Bonds

(The First Boston Corp.; Halsey, Stuart & Co. Inc.;
and Glore, Forgan & Co.) $60,000,000 >

Northern Illinois Gas Co Bonds
(The First Boston Corp.; Halsey, Stuart & Co. Inc.;

and Glore, Forgan & Co. I $60,000,000

January 28 (Thursday)
Ritter Finance Co, Inc.. Debentures

(Stroud & Co., Inc.) $1,000,000

Southern Pacific Co. Equip. Trust Ctfs.
(Bids noon EST) $9,660,000

February 1 (Monday)
Budget Plan Corp Class A Common

(Rambo, Close & Kerner, Inc. i $100,000

Gulf Sulphur Corp Preferred
(Peter Morgan & Co.) $7,000,000

February 2 (Tuesday)
California Water & Telephone Co Preferred

(Blyth & Co., Inc.) $4,000,000

Mississippi Power & Light Co Preferred
(Bids noon EST) $6,000,000

N. Y., Chicago & St. Louis RR Equip. Tr. Ctfs.
(Bids noon EST) $2,970,000

Southwestern Public Service Co Common
(Offering to stockholders—underwritten by Dillon,

Read & Co. Inc.) 272,500 shares

February 3 (Wednesday)
Pennsylvania RR. Equip. Trust Ctfs.

(Bids noon EST) $5,300,000

Puerto Rico (Commonwealth of) Bonds
, ... (Bids to be invited) $10,000,000

February 8 (Monday) ■

Louisville & Nashville RR Equip. Trust Ctfs.
(Bids noon EST) $1,995,000 ,

-Public Service Co. of Oklahoma Bonds
(Bids to be Invited) $12,500,000

Southwestern States Telephone Co.: Common
(Central Republic Co. Inc.) 100,000 shares

Wagner Electric Corp... ; Common
(G. H. Walker & Co.) 150,000 shares

February 10 (Wednesday)
Mystic Valley Gas Co Bonds

fBMs noon B8T) 'Sd.-GOO.'OOO

; February 16 (Tuesday)
Louisville Gas & Electric Co.— —.Bonds

(Bids to be invited) $12,000,000 ,, '

Pacific Gas & Electric Co....Bonds
(Bids to be invited) $60,000,000

February 17 (Wednesday)
Essex County Electric Co Bonds

(Bids noon EST) $5,000,000 ' .

February 25 (Thursday)
Pittsburgh & West Virginia Ry — Bonds

(Bids to be invited) $7,500,000

March 3 (Wednesday)
Suburban Electric Co Bonds

(Bids to be invited) $4,000,000

March 16 (Tuesday)
Alabama Power Co 1 1 Bonds

(Bids to be invited) $17,000,000

National Union Fire Insurance Co...._.^.Common
(The First Boston Corp.) $6,000,000

April 6 (Tuesday)
Georgia Power Co Bonds

(Bids to be invited) $11,000,000

May 14 (Friday)
First Nat'l Bank of Toms River, N. J._ Common

(Offering to stockholders; $150,000

$ p e £*
From its headquarters in the heart of New York's great financial
district, Pandick Press, Inc. produces millions of important docu¬
ments each year. Most of these are printed on a rigorou*
schedule; all are delivered "on time.*'. * -

SPEED is one of the reasons "Printed by Pandick" guaran¬
tees the finest and most complete printing service available.

l1^jpandic/(jpress. Inc.
EsUilisbeJ 192}

21 THAMES ST., NEW TOM A

WOrth 4-2900 NY 1-3147

71 ClMTOIt ST., NEWARK, M. J.

MArk*t J-4994
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• Decca Records, Inc.
Dec. 22 filed 145,842 shares of capital stock (par 50 cents)
being issued only in exchange for shares of Universal
Pictures Co., Inc. common stock (par $1) on the basis of
two Decca shares for each Universal share. The ex¬

change offer will expire on Feb. 8, subject to the right
of the directors to extend the offer to not later than
Feb. 23.

• Detroit Edison Co.

Dec. 10 filed $43,358,000 3*4% convertible debentures due
Feb. 1, 1969 being offered for subscription by stockhold¬
ers of record Jan. 6, 1954, on the basis of $100 of deben¬
tures for each 25 shares of stock held; rights to expire on
Feb. 1, 1954. Price—At par (flat). Proceeds—To repay
bunk loans and for new construction. Underwriter—
None.

• Douglas Oil Co. of California
Dec. 28 (letter of notification) 14,200 shares of common
stock (par $1). .Priije^rAt market^ Proceeds—To Wood-
row G. Krieger, President of company. Underwriter—
Shearson, Hammill & Co., Los Angeles, Calif. Offering
subsequently cancelled.

• E-l Mutual Association, West Orange, N. J.
Jan. 13 (letter of notification 3,500 shares of class B
special stock, 1954 series, to be offered for subscription
by employees of Thomas A. Edison, Inc. Price—$10 per
share. Proceeds — To be held in a redemption fund.
Office—180 Main St., West Orange, N. J. Underwriter
•—None. "

it Essex County Electric Co., Salem, Mass. (2/17)
Jan. 18 filed $5,000,000 of first mortgage bonds, series
A, due Feb. 1, 1984. Proceeds—To repay short-term in¬
debtedness and balance, if any, for construction. Under¬
writers — To be determined by competitive bidding.
Probable bidders:, Halsey, Stuart & Co. Inc.; Lehman
Brothers; Kidder, Peabody & Co.; Merrill Lynch, Pierce,
Fenner & Beane and Union Securities Corp. (jointly).
Bids—Expected to be received up to noon (EST) on or
about Feb. 17, 1954.

: Federal Pipe & Foundry Co. (N. J.)
Nov. 16 (letter of notification) 39,000 shares of common
stock (par 25 cents). Price—$1 per share. Proceeds—For
purchase of land and machinery, to erect buildings and
for working capital. Underwriter—A. Kalb & Co., 325
Market St., Trenton, N. J.

• Fire Association of Philadelphia (Pa.)
Dec. 11 filed 340,000 shares of capital stock (par $10) be¬
ing offered for subscription by stockholders of record
Jan. 18 on the basis of one new share for each share held;
rights to expire on Feb. 17. Price—$22.50 per share. Pro¬
ceeds—To increase capital and surplus. Underwriter—
None, but The First Boston Corp., New York, will act as
advisors to the company.

Florida Telephone Corp., Ocala, Fla.
Dec. 30 (letter of notification) 24,975 shares of common
stock (par $10) to be offered first for subscription by
common stockholders. Price—$10.75 per share to stock¬
holders, and $12 per share to public. Proceeds—For
new construction, etc. Underwriter—None.

Florida Western Oil Co.
Nov. 6 (letter of notification) 250,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—For
drilling test well. Office—803 N. Calhoun St., Tallahas¬
see, Fla. Underwriter — Floyd D. Cerf, Jr., Co., Inc.,
Miami, Fla.

General Hydrocarbons Corp.
Aug. 12 filed $1,010,800 of 20-year debentures and 66,424
shares of common stock (par $1) to be offered in units
of $350 principal amount of debentures and 23 shares of
stock. Price—$359 per unit ($336 for the debentures and
$1 per share for the stock). Proceeds—For general cor¬
porate purposes. Business— Oil and gas development.
Underwriter—None. Office—Oklahoma City, Okla.

Guardian Chemical Corp.
Nov. 30 (letter of notification) 52,500 shares of common
stock (par 10 cents) to be issued to warrant holders.
Price—$2.37% per share. Proceeds—To selling stock¬
holders. Office—10-15 43rd Ave., Long Island City, N. Y.
Underwriter—Batkin & Co., New York.
• Gulf Sulphur Corp. (2/1-3)
Oct. 27 filed 700,000 shares of 60-cent non-cumulative
convertible preferred and participating stock (par 10
cents. Price—$10 per share. Proceeds—To develop com¬
pany concessions.„ Underwriter—Peter Morgan & Co.,
New York.

• Harris-Seybold Co., Cleveland, Ohio
Dec. 30 filed 49,605 shares of common stock (par $1)
being offered for subscription by common stockholders
of record Jan. 19, 1954, on the basis of one new
share for each seven shares held; rights to expire on
Feb. 1, 1954. Price— $31 per share. Proceeds— To
reimburse company's treasury for its investment in C. B.
Cottrell & Sons Co., and for general corporate purposes.
Underwriter—McDonald - & Co., Cleveland, O.

King Oil Co., Salt Lake City, Utah
Dec. 28 (letter of notification) 800,000 shares of capital
stock. Price—25 cents per share. Proceeds—For drill¬
ing expenses. Office—23 West Second South, Salt Lake
City, Utah. Underwriter—None.

• Louisville (Ky.) Gas & Electric Co. (2/16)
Jan. 15 filed $12,000,000 first mortgage bonds, due Feb. 1,
1984. Proceeds—For property additions and improve¬
ments. Underwriters—To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Kidder, Peabody & Co.; Lehman Brothers and Blyth &
Co., Inc. (jointly); Glore, Forgan & Co.; Kuhn, Loeb &
Co.; The First Boston Corp.; Harriman Ripley & Co.,
Inc. Bids—Tentatively expected to be received on Feb.
16.-

Medina Oil Corp., Orlean, N. Y.
Dec. 9 (letter of notification) 2,800 shares of common
stock. Price—At par ($100 per share). Proceeds—To
purchase drill rig, etc. Office — 10 East Corydon St.,
Bradford, Pa. Underwriter—Winner & Myers, Lock
Haven, Pa.

Merritt-Chapman & Scott Corp., New York
Dec. 31 filed 513,594 shares of common stock (par $12.50)
to be offered in exchange for 1,078,546.25 shares of
authorized and issued common stock (par $1) of Newport
Steel Corp. at rate of one share of Merritt-Chapman
stock for each 2.1 shares of Newport stock. Underwriter
—None.

Mississippi Chemical Corp., Yazoo City, Miss.
Jan. 5 filed 26,666 shares of special common stock (par
$75—limited dividend) and $1,500,000 of certificates of
participation (to be sold in multiples of $75—5% inter¬
est). Proceeds—From sale of these securities, together
with bank borrowings, are to be used for expansion of
facilities. Underwriter—None. Sales will be handled by
company employees.

Mississippi Power & Light Co. (2/2)
Jan. 7 filed 60,000 shares of cumulative preferred stock
(par $100). Proceeds—For additions and improvements.
Underwriters—To be determined by competitive bidding.
Probable bidders: Union Securities Corp.; Lehman
Brothers; W. C. Langley & Co. and The First Boston
Corp. (jointly); Blyth & Co., Inc., Equitable Securities
Corp., Shields & Co., White, Weld & Co. and Kidder,
Peabody & Co. (jointly). Bids—Tentatively expected to
be received up to noon (EST) on Feb. 2.

• Missouri Public Service Co.
Jan. 14 filed 527,865 shares of common stock (no par) to
be offered for subscription by common stockholders on

( a share-for-share basis. Price— To be supplied by
amendment. Proceeds—Together with other funds, to
acquire capital stock of Gas Service Co. (a subsidiary of
Cities Service Co.). Underwriter—Kidder, Peabody &
Co., New York.

Mystic Valley Gas Co. (2/10)
Jan. 12 filed $5,500,000 first mortgage bonds, series A,
due 1974. Proceeds—To pay an equal amount of out¬
standing promissory notes. Underwriter—To be deter¬
mined by competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc.; Kidder, Peabody & Co.; Lehman
Brothers; Merrill Lynch, Pierce, Fenner & Beane and
Union Securities Corp. (jointly). Bids—Tentatively ex¬
pected to be received up to noon (EST) on or about
Feb. 10.

New Bristol Oils, Ltd., Toronto, Ont., Canada
Dec. 18 filed 1,000,000 shares of common stock (par $1).
Price—To be related to the bid price of the shares on
the Toronto Stock Exchange, with a 20% underwriting
commission. Proceeds—For general corporate purposes.
Underwriter—To be named by amendment.

New England Gas & Electric Association
Dec. 10 filed 32,126 common shares of beneficial interest
(par $8) being offered in exchange for common stock
of New Bedford Gas & Edison Light Co. held by minor¬
ity stockholders on the basis of 4% New England shares
for each New Bedford share held. The offer will expire
on Feb. 23. Financial Advisor—The First Boston Corp.,
New York.

Northern Illinois Gas Co. (1/27)
See Commonwealth Edison Co. above.

• Northern Indiana Public Service Co.
Jan. 5 filed 315,961 shares of common stock (no par)
to be offered for subscription by stockholders of record
Jan. 8 at rate of one new share for each ten shares then
held; rights to expire about Feb. 3. Price— $26.25 per
share. Proceeds— For construction program. Under¬
writers—Central Republic Co., Inc., Chicago, 111.,! and
Blyth & Co., Inc. and Merrill Lynch, Pierce, Fenner &
Beane of New York. Offering—Expected today (Jan.
21). 1 '
• Ohio Edison Co.
Dec. 10 filed 527,830 shares of common stock (par $12)
being offered for subscription by common stockholders
of record Jan. 14. 1954 on the basis of one new share for
each 10 shares held (with an oversubscription privilege);
rights will expire on Jan. 29, 1954. Price — $35.75 per
share. Proceeds— For construction program. Under¬
writers—White, Weld & Cp., New York.

Otter Tail Power Co., Fergus Falls, Minn. (1/25)
Dec. 28 filed $2,500,000 of 4*4% convertible debentures
due Jan. 1, 1964, to be offered for subscription by com¬
mon stockholders of record Jan. 22, 1954, on the basis
of $100 of debentures for each 25 shares of stock then
held rights to expire on Feb. 8. Price—100% of principal
amount. Proceeds—To retire bank loans and for capital
expenditures. Underwriter—Blyth & Co., Inc., New York
and San Francisco. ,

^ Pacific Gas & Electric Co. (2/16)
Jan. 19 filed $60,000,000 first and refunding mortgage
bonds, series W, dated Dec. 1, 1953 and due Dec. 1, 1984.
Proceeds—For construction program. Underwriters—
To be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; The
First Boston Corp. Bids—Expected to be received on

Feb. 16.

• Perfecting Service Co., Charlotte, N. C.
Dec. 28 (letter of notification) 15,001 shares of common
stock being offered Jan. 20 for subscription b^ present
stpckholders (with a 15-day standby). Price—At par
($10 per share). Proceeds—For working capital and
general corporate purposes. Office—332 Atando Avenue,
Charlotte, N. C. Underwriter—R. S. Dickson & Co.,
Charlotte, N. C., for up to a maximum of 8,001 shares;

* Philip Morris & Co., Ltd., Inc., New York
Jan. 13 filed 444,325 shares of'common stock (par $5)to be offered in exchange for common shares of Benson
& Hedges, on a share-for-share basis. Offer is subject to
acceptance by holders of not less than 355,460 shares of
Benson & Hedges stock, and will expire on March 1, un¬less extended. Underwriter—None. /"
* Public Service Co. of Oklahoma (2/8)
Jan. 18 filed $12,500,000 of first mortgage bonds, series
E, due Feb. 1, 1984. Proceeds—For additions and im¬
provements. Underwriter—To be determined by com¬
petitive bidding. Probable bidders: Halsey, Stuart &Co. Inc.; Equitable Securities Corp.; Salomon Bros. &
Hutzler; The First Boston Corp.; White, Weld & Co. and
Shields & Co. (jointly); Lehman Brothers; Blyth & Co.,
Inc., Kidder, Peabody & Co. and Stone & Webster Se¬
curities Corp. (jointly). Bids—Expected on or about
Feb. 8.

A Rescue Mining Co., Warren, Ida.
Jan. 13 (letter-of.notificationX 1,200,000 shares of com¬
mon stock. Price—At par (25 cents per share). Pro¬
ceeds—For development. Underwriter—Abraham Ralph.
Sax, Hotel Boise, Boise, Idaho.
• Ritter Finance Co., Inc. (Pa.) (1/28)
Dec. 24 filed $1,000,000 of 5J/2% debentures due 1966,
and 12-year warrants to purchase 100,000 shares of class
B common stock, to be offered in units of one $1,000
debenture and a warrant to purchase 100 shares; and
2,099 shares of 5J/2% cumulative preferred stock (par
$50) and 20,990 shares of class B common stock (par $1)
to be offered in units of one share of preferred and 10
shares of class B common stock. Price—For units of de¬
bentures and warrants, $1,000 per unit, plus accrued
interest, and for units of preferred and class B stock,
$65 per unit, plus accrued dividends. Proceeds—For
working capital and other corporate purposes. Under¬
writer—For debentures and warrants, Stroud & Co., Inc.,
Philadelphia, Pa. For stock units, none. Offering—Ex¬
pected the week of Jan. 18 or 25. t

Southwestern Public Service Co. (2/2) >
Jan. 12 filed 272,500 shares of common stock (par $1)
to be offered for subscription by common stockholders
of record Feb. 1 at the rate of one new share for each
14 shares held; rights to expire about Feb. 16. Price—
To be supplied by amendment. Proceeds—To repay bank
loans and for property additions and improvements.
Underwriter—Dillon, Read & Co. Inc., New York.

Snoose Mining Co., Hailey, Idaho /; 'Oct. 30 (letter of notification) 1,000,000 shares of com¬
mon stock. Price—At par (25 cents per share). Pro¬
ceeds—For machinery and equipment. Underwriter—
E. W. McRoberts & Co., Twin Falls, Idaho.
Stone Corp. of America, Inc.

v VJan. 7 (letter of notification) 99,000 shares of common
stock (par 20 cents). Price—$3 per share. Proceeds—
For working capital, etc. Business—Manufactures arti¬
ficial compound which simulates stone under trade n&me
"Pura-Tex Stone." Office — 705 Arnold Ave., Point
Pleasant, N. J. Underwriter—None.
Theatre 200, Inc., N. Y. City

Dec. 10 filed 5,000 shares of preferred stock (no par)and 15,000 shares of common stock (par one cent) to beoffered in units of 25 shares of preferred and 75 shares
of common stock. Price—$2,500 per unit. Proceeds—For
working capital, etc. Underwriter—None.
Three States Uranium Corp. ^Nov. 13 (letter of notification) 2,000,000 shares of com¬

mon stock (par one cent). Price—15 cents per share.Proceeds — For drilling, surveys and working .capital.Office—354 Main St., Grand Junction, Colo. Underwriter
Tellier & Co., Jersey City, N. J. Offering—Not expecteduntil late in February, 1954.

,i

Trion, Inc., McKees Rocks, Pa.
Jan. 4 (letter of notification) 23,650 shares of common
stock (par 50 cents). Price—$4 per share. Proceeds—
To three selling stockholders. Business—Manufactures-
and sells electric air filters. Underwriter—Reed, Lear& Co., Pittsburgh 19, Pa.

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
—To a group of selling stockholders who will receivethe said shares in exchange for outstanding preferredand common stock of A. D. Juilliard & Co., Inc., cn thebasis of 6V2 shares of United Merchants stock for each
Juilliard common or preferred share. Underwriter—
None., Statement effective Oct. 26.

★ Wagner Electric Corp., St. Louis, Mo. (2/8)
Jan. 19 filed 150,000 shares of common stock (par $15).
Price—To be supplied by amendment. Proceeds—For
general corporate purposes. Underwriter—G. H. Walker
& Co., St. Louis and New York.

Wallace Container Co.
Dec. 18 (letter of notification) 75,000 shares of class A
common stock. Price—At par ($4 per share). Proceeds
(—To expand facilitiees. Office—5862-68 Croker Street,
Los Angeles, Calif. Underwriters—The First California
Co., Inc., Bateman, Eichler & Co. and Lester, Ryons &
Co., all of Los Angeles, Calif.
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
mile crude oil pipeline. Underwriters—White, Weld &
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Co. 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¬
curities Corp., both of New York. Offering—Postponed
Indefinitely.
• Western Casualty & Surety Co.
Dec. 29 filed 150,000 shares of common stock (par $5)
being offered for subscription by stockholders of record
Jan. 19, 1954, on the basis of one new share for each
two shares held; rights to expire on Feb. 1, 1954. West¬
ern Insurance Securities Co., the parent, which owns
92% of the presently outstanding common stock, will
not subscribe for any stock. Price—$23 per share. Pro¬
ceeds — For working capital, etc. Office — Fort Scott,
Kansas. Underwriters — Kidder, Peabod.y & Co., New
York, and Prescott, Wright, Snider Co., Kansas City, Mo.
Wilson Organic Chemicals, Inc. (N. J.)

Dec. 14 (letter of notification) 15,000 shares of common
stock (par $1). Price—2.12 V2 per share. Proceeds—To
underwriter. Underwriter—Graham, Ross & Co., New
York.

Wyoming Oil Co., Denver, Colo.
Nov. 3 (letter of notification) 5,000,000 shares of common
stock (par five cents). Price—5% cents per share. Pro¬
ceeds — For drilling expenses. Office — 301 Kittredge
Bldg., Denver, Colo. Underwriter — Robert W. Wilson,
Denver, Colo.

Wyoming Oil & Exploration Co., Las Vegas, Nev.
Dec. 7 filed 300,000 shares of capital stock (par $1. Price
—To be supplied by amendment. Proceeds—To pay for
leases and drilling. Business—Oil and gas exploration.
Underwriter—None.

Prospective Offerings
Alabama Power Co. (3/16)

Dec,-15 it was reported company is planning issuance
and sale of $17,000,000 first mortgage bonds due 1984.
Proceeds—For construction program. Underwriters—To
be determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Union Securities Corp., Equit¬
able Securities Corp. and Drexel & Co. (jointly); Blyth
& Co. Inc. and Kidder, Peabody & Co. (jointly); Morgan
Stanley & Co.; Lehman Brothers; The First Boston Corp.;
Harriman Ripley & Co., Inc. Registration— Tentatively
scheduled for Feb. 8. Bids—Expected to be opened on
March 16.

American Louisiana Pipe Line Co.
Nov. 10 company, a subsidiary of American Natural Gas
Co., asked Federal Power Commission to authorize con¬
struction of a $130,000,000 pipe line, to be financed
through the issuance of $97,500,000 of first mortgage
bonds, $12,000,000 of interim notes convertible to pre¬ferred stock at option of company, and $20,500,000 of
common stock (par $100), the latter to be sold to parent.
Atlantic City Electric Co.

Oct. 5 B. L. England, President, announced that the com¬
pany plans to issue and sell early in 1954 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.
Baltimore & Ohio RR.

Nov. 9 it was reported company is planning to issue $60,-000,000 of new collateral trust 4% bonds to mature inl-to-16 years in exchange for a like amount of collateraltrust bonds due Jan. 1, 1965 now held by the Recon¬
struction Finance Corporation. The latter in turn plansto offer the new bonds to a group of1 investment houses
including Halsey, Stuart & Co. Inc.; The First BostonCorp.; Merrill Lynch, Pierce, Fenner & Beane; Alex.Brown & Sons; and others. The bankers would thenoffer the bonds to the public.

Central Illinois Electric & Gas Co.
Dec. 9 it was announced company intends to offer andsell around the middle of 1954 an issue of $4,000,000 firstmortgage bonds. Proceeds—To repay bank loans and fornew construction. Underwriters—To be determined bycompetitive bidding. Probable bidders: Halsey, Stuart& Co. Inc.; Stone & Webster Securities Corp.; Kidder,Peabody & Co. and White, Weld & Co. (jointly).
Central Maine Power Co.

Oct. 7 it was reported company plans sale during thefirst quarter of 1954 of $10,000,000 common stock afterdistribution by New England Public Service Co. of itsholdings of Central Maine Power Co. common stockProbable 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.

Chicago Great Western Ry.
Sfn^nnnnmp?ny iSi°YghtiICC Permissi°n to issue and sell$6,000,000 of collateral trust bonds due Nov. 1, 1978through a negotiated sale. Price—To be announced later!Proceeds—To repay bank loans and for capital im¬provements. Bids—Halsey, Stuart & Co. Inc. on Dec. 14asked ICC to reject company's request and that bondsbe first offered at competitive bidding.
it Chicago & North Western Ry.Jan. 15 company sought ICC permission to issue andsell $6,495,000 equipment trust certificates to be dated

March 1, 1954 and mature' annually March 1, 1955 to
1969, inclusive. Probable bidders: Halsey, Stuart & Co.
Inc.; Salomon Bros. & Hutzler; Kidder Peabody & Co.;
Blair, Rollins & Co. Inc. ,

Chrysler Corp.
Dec. 23 it was reported that corporation is a prospect
for a very substantial emission of debt capital.

Community Public Service Co.
Jan. 5, R. L. Bowen, President, announced that company
plans to issue and sell in the latter part of March $3,000,-
000 of first mortgage bonds due 1984. Proceeds—To re¬

pay bank loans and for new construction. Underwriters
—Previous bond financing was done through private
channels. Bidders if competitive, may include: Halsey,
Stuart & Co. Inc.; Equitable Securities Corp.; Blyth &
Co., Inc. 1
Connecticut Light & Power Co.

Dec. 7 it was reported company plans to raise between
$10,000,000 and $20,000,000 in 1954 from sale of bonds
and stock. Underwriters—For common stock: Putnam
& Co.; Chas. W. Scranton & Co., and Estabrook & Co.
Bonds may be placed privately.
Continental Oil Co.

Dec. 23 it was reported that this company is expected to
be in the market for new capital.
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 bidding.
Probable 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.
• Delhi Oil Corp.
Dec. 29 it was announced company plans to offer to its
stockholders the right to subscribe for additional capital
stock (with an oversubscription privilege). Stockholders
on Jan. 18 approved a proposal to increase the author¬
ized capital stock (par $1) from 3,000,000 shares to 5,000,-
000 shares. Price— To be below the present market
(about $20 per share). Proceeds—About $10,000,000 to
be used to retire debt, to increase working capital and
for general corporate purposes. Registration—Expected
to be filed by end of January, 1954. „

it First National Bank of Toms River, N. J. (5/14)
Jan 12 it was announced bank plans to offer for sub¬
scription by its stockholders of record May. 1, 1954, an
additional 3,000 shares of capital stock (par $10) on the
basis of one new share for each 26 shares held; rights to
expire on June 16. Price—$50 per share. Proceeds—To
increase capital and surplus. Underwriter—None.
General Public Utilities Corp.

Dec. 16 it was announced company plans to offer about
600,000 additional shares of common stock (par $5) to
stockholders in March or April, 1954 — probably on the
basis of one new share for each 15 shares held. Price—
To be determined just prior to the offering date. Pro¬
ceeds—To be invested in the domestic subsidiaries. Un¬
derwriter—None, but Merrill Lynch, Pierce, Fenner &
Beane may act as clearing agent. .

Georgia Power Co. (4/6)
Dec. 15 it was reported company plans issuance and sale
of $11,000,000 first mortgage bonds due 1984. Proceeds
—To repay bank loans and for construction program.
Underwriters—To be determined by competitive bid¬
ding. Probable bidders: Halsey, Stuart & Co. Inc.; Blyth& Co., Salomon Bros. & Hutzler and Shields & Co.
(jointly); Harriman Ripley & Co., Inc.; Union Securities
Corp. and Equitable Securities Corp. (jointly); The First
Boston Corp.; Lehman Brothers; Morgan Stanley & Co.
Registration—Planned for March 1. Bids—Expected tobe received on April 6.
it Groos National Bank of San Antonio
Jan. 13 stockholders of record Jan. 12 were given the
right to subscribe on or before Jan. 26 for 25,000 addi¬tional shares of common stock (par $10) on the basisof five new shares for each seven shares held. Price—
$22.50 per share. Proceeds—To increase capital and sur¬
plus. Underwriters—Dittmar & Co. and Russ & Co., bothof San Antonio, Tex.

Hempstead Bank, Hempstead, N. Y.
Dec. 18 stockholders approved plan of merger into this
company of Bank of Syosset, L. I., N. Y., which will in¬volve the issuance of 12,000 additional shares of Hemp¬stead Bank of $10 par value. Unexchanged shares willbe offered publicly. Price — $31.25 per share. Under¬
writer—Francis I. duPont & Co., New York. Offering-Expected in January.
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.

Houston National Bank, Houston, Tex.Dec. 21 it was announced Bank, following proposed two-for-one stock split-up, plans to offer its stockholders*50,000 additional shares of capital stock on a one-for-twobasis. Price—At par ($10 per share). Proceeds—To in¬crease capital. Meeting—Stockholders on Jan. 12 wereto vote on changing the authorized capital stock from50,000 shares (par $20) to 150,000 shares (par $10).
Idaho Power Co.

Aug. 6, officials of Blyth & Co., Inc. and Bankers Trust
Co., New York, testified before the Feder'al Power Com¬
mission that this company plans to raise $184,550,000to 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. }
it Industrial Trust Co. of Philadelphia
Jan. 13 Jt was announced company plans to issue and sell
11,223 additional shares of capital stock (par $5) to be
offered for subscription by stockholders on the basis of
one new share for each 20 shares held. Price—$7.50 per
share. Proceeds—To increase capital and surplus. -
Inter-Mountain Telephone Co.

Dec. 23 it was reported company in April, 1954, may
offer to its common stockholders some additional com¬
mon stock. Underwriter—Courts & Co., Atlanta, Ga.
Jersey Central Power & Light Co.

Dec. 16 it was reported company tentatively plans to
issue and sell in 1954 about $6,000,000 first mortgage -

bonds due 1984. Proceeds — For construction program.
Underwriters — To be determined by competitive bid¬
ding, Probable bidders: Halsey, Stuart & Co. Inc.; White,
Weld & Co.; Glore, Forgan & Co.; Kidder, Peabody &
Co.; Union Securities Corp., Salomon Bros. & Hutzler
and Merrill Lynch, Pierce, Fenner & Beane (jointly);
The First Boston Corp.; Lehman Brothers.

it Kansas City Power & Light Co.,
Jan. 13 it was announced that company may issue and
sell later in 1954 additional first mortgage bonds. Pro.-
ceeds—To repay bank loans and for new construction.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman
Brothers and Bear, Stearns & Co. (jointly); Kuhn, Loeb
& Co., Salomon Bros. & Hutzler and Union Securities
Corp. (jointly); Glore, Forgan & Co.; Blyth & Co., Inc.
and The First Boston Corp. (jointly); White, Weld & Co.
and Shields & Co. (jointly); Harriman Ripley & Co., Inc:;
Equitable Securities Corp.

it Laclede Gas Co.
Jan. 28 stockholders will vote on authorizing the issu¬
ance of not exceeding $10,000,000 of debentures.

it Louisville & Nashville RR. (2/8)
Bids will be received by the company up to noon (EST)
on Feb. 8 for the purchase from it of $1,995,000 equip¬
ment trust certificates, series M, dated Aug. 15, 1953.
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon
Bros. & Hutzler; Kidder, Peabody & Co.; Blair, Rollins
& Co. Inc. "

Louisville & Nashville RR.
Nov. 12 it was reported that the company may issue and
sell an issue of bonds late ir 1954. Proceeds—To retire
$24,610,000 Atlanta Knoxville & Cincinnati Division 4%
bonds due May 1, 1955, and for general corporate pur¬
poses. Underwriters—May be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Morgan Stanley & Co.; White, Weld & Co. and Salomon
Bros. & Hutzler (jointly).
Maier Brewing Co., Los Angeles, Calif. <

April 18 it was announced company will offer 400,000
additional shares of common stock to its stockholders at
rate of four new shares for each share held.. Price—$5
.per share. Prcoeeds — To help finance a new bottling
plant. Underwriter—None.

McBride Oil & Gas Corp., Houston, Tex.
Nov. 8 it was; announced that early registration is ex¬

pected of approximately $5,000,000 of common stock.
Price—Expected to be about $2 per share. Proceeds—
For expansion program. Underwriter — Bryan & Co.,
Houston, Tex.

Metropolitan Edison Co.
Dec. 16 it was reported company may sell in 1954 about
$3,500,000 first mortgage bonds due 1984. Proceeds—For
construction program. Underwriters—To be determined
by competitive bidding. Probable bidders: Halsey. Stuart
& Co. Inc.; White, Weld & Co.; Kidder, Peabody & Co.
and Drexel & Co. (jointly); Kuhn, Loeb & Co. and Salo¬
mon Bros. & Hutzler (jointly).
Missouri Public Service Co.

Dec. 28 it was announced company plans to issue and
sell $14,000,000 of common stock and borrow $18,000,000from banks in connection with proposed acquisition of
1,500,000 shares of common stock of Gas Service Co. of
Kansas City, Mo., at a total cost of $32,000,000. Follow¬
ing consummation of proposed merger of the two com¬
panies, it is planned to sell $18,000,000 in bonds and de¬
bentures to retire the bank loans. Underwriter — Forstock: Kidder, Peabody & Co.
National Union Fire Insurance Co. (3/16)Jan. 14, W. A. Rattleman, President, announced that

company plans to issue to stockholders of record aboutMarch 16 the right to subscribe for 200,000 additionalshares of capital stock (par $5) onthe basis of one newshare for each two shares held. Price—Expected to be$30 per share. Proceeds—To increase capital and sur¬plus. Underwriter—The First Boston Corp., New York.
New Jersey Power & Light Co.

Dec. 16 it was reported this company tentatively plansissue and sale in 1954 of about $3,000,000 first mortgagebonds due 1984. Proceeds—To repay bank loans and fornew construction. Underwriters—To be determined bycompetitive bidding. Probable bidders: Halsey, Stuart& Co. Inc.; Kuhn, Loeb & Co. and Lehman Brothers„(jointly); Equitable Securities Corp.; Union Securities.Corp. and White, Weld & Co. (jointly); Merrill Lynch,Pjerce, Fenner & Beane. - -
. :

* New. York» Chicago & St. Louis RR. (2 2)..Bids will be received by the company up to noon (EST).on Feb. 2 for the purchase from it of $2,970,000 equip¬ment trust certificates to mature in 1 -to—15 years Prob—.able bidders: Halsey, Stuart & Co. Inc.; Salomon Bros &Hutzler; Kidder, Peabody & Co.; Blair, Rollins & Co.Tnc.
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North Shore Gas Co. (Mass.)
Dec. 14 it was announced that it has been decided to
defer a bond issue by this company for at least several
months. It had been reported that the issuance and sale
of about $3,000,000 of first mortgage bonds had been
planned. Underwriter—To be determined by competi¬
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Lehman Brothers; Kidder, Peabody & Co.; Merrill
Lynch, Pierce, Fenner & Beane and Union Securities
Corp. (jointly).

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.

~ Pennsylvania Electric Co.

Dec. 16 it was reported that company may issue and
sell about $12,500,000 of first mortgage bonds due 1984.
Proceeds—For construction program. Underwriters—
To be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Equitable Securities
Corp.; Kidder, Peabody & Co., Merrill Lynch, Pierpe,
Fenner & Beane, Union Securities Corp. and White,
-Weld & Co. (jointly); Harriman Ripley & Co., Inc.;
Kuhn, Loeb & Co., Lehman Brothers, Drexel & Co. and
Salomon Bros. & Hutzler (jonitly); The First Boston
Corp. Offering—Expected in March or April, 1954.

'• Pennsylvania RR. (2/3)
Bids will be received up to noon (EST) on Feb. 3 by
•the company at Philadelphia, Pa., for the purchase from
'it of $5,265,000 equipment trust certificates, series BB,
to mature annually on Feb. 1 from 1955 to 1969 inclu¬
sive. Probable bidders: Halsey, Stuart & Co. Inc.; Salo¬
mon Bros. & Hutzler; Kidder, Peabody & Co.; Blair,
Rollins & Co. Inc.

Peoples Finance Corp., Denver, Colo.
Jan. 5 it was reported company plans to issue and sell
$300,000 of 6% convertible debentures. Price—At 100%
and accrued interest. Underwriter—Paul C. Kimball &
Co., Chicago, 111.

Pittsburgh & West Virginia Ry. (2/25)
Jan. 6 it was reported company plans to issue and sell
$7,500,000 of first mortgage bonds due 1984. Under¬
writers— To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp.; Smith, Barney & Co.; Kidder, Peabody &
Co. and White, Weld & Co. (jointly). Bids—Expected to
be received on Feb. 25.

. a Public Service Co. of Colorado

.Oct. 13 it was reported company is planning to float an
issue of $15,000,000 first mortgage bonds, due 1984, early
in 1954. Proceeds — For financing, in part, a $17,000,-
000 electric generating plant to be constructed in Denver,

Colo. Underwriters—To be determined by competitive
bidding./ Probable bidders: Halsey, Stuart & Co. Inc.;
Kuhn, Loeb & Co.; The First Boston Corp.; Harris, Hall
& Co. Inc.; Harriman Ripley & Co., Inc. and Union Se¬
curities Corp. (jointly); Lehman Brothers; Kidder, Pea¬
body & Co.; Blyth & Co., Inc. and Smith, Barney & Co.
(jointly).

-
. • >

★ Puerto Rico (Commonwealth of) (2/3)
Bids are expected to be received on Feb. 3 by the Gov¬
ernment Development Bank of Puerto Rico for the pur¬
chase from it of $10,000,000 public improvement bonds
to be dated Jan. 1, 1954 and to mature July -1, 1955 to
1974, inclusive. The National City Bank of New York
purchased the last block of bonds marketed in May, 1952.

Riddle Airlines, Inc.
Jan. 7 it was reported company plans to file a letter of
notification soon to issue an aggregate value of up to
$300,000 of new securities. Underwriter—Eisele & King.
Libaire, Stout & Co., New York. ^

it San Diego Gas & Electric Co.

Jan. 2, E. D. Sherwin, President^ announced that the
next financing to be undertaken by the company will
probably be an offering of first mortgage bonds, series
E, due 1984, in April of this year. Proceeds—To repay
bank loans and for new construction. Underwriters—To
be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Blyth & Co.; Inc.; The
First Boston Corp.; Kuhn, Loeb & Co.; Salomon Bros.
& Hutzler; White, Weld & Co., and Shields & Co. (joint¬
ly); Lehman Brothers; Union Securities Corp.; Merrill
Lynch, Pierce, Fenner & Beane.

Southern California Edison Co.

Dec. 30, W. C. Mullendore, President, announced that it
probably will be necessary for the company to obtain
approximately $50,000,000 from the sale of additional
securities in 1954, the type of which is not now known.
Probable bidders for new first and refunding mortgage
bonds, series F, may include: Halsey, Stuart & Co. Inc.;
Blyth & Co., Inc.; The First Boston Corp. and Harris,
'Hall & Co. Inc. (jointly); Kuhn, Loeb & Co. Probable
bidders for common stock may include: Blyth & Co.,
Inc.; The First Boston Corp.

Southern Natural Gas Co.

Dec. 8 it was reported company may issue and sell in

March, 1954, about $20,000,000 of first mortgage bonds.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp.; Blyth & Co., Inc., and Kidder, Peabody &
Co. (jointly).

• Southern Pacific Co. (1/28) V
Bids will be received at Room 2117, 165 Broadway, New
York 6, N. Y. up to noon (EST) on Jan. 28 for the pur¬
chase from the company of $9,660,000 equipment trust

certificates, series MM, to be dated Jan. 1, 1954 and to

mature in 15 equal annual instalments. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutz¬
ler; Kidder, Peabody & Co.

★ Southwestern States Telephone Co. (2/8)
Jan. 18 it was reported company plans to issue and sell
IX)0,000 additional shares of common stock (par $1).Price—To be announced later. Proceeds—To fepay bankloans and for new construction. Underwriters-Central
Republic Co. Inc., Chicago, 111. Registration — Momen¬
tarily expected.

, • . *

Spokane International RR. Co.

PeS.\/^' Rpmipel, President, announced companyis filing an application with the ICC for permission tooffer 28,484 additional shares of capital stock (no par)to its stockholders of record Dec. 31, 1953, on the basisof one new share for each six shares owned. Price—$15 per share. Proceeds—For improvement and modern¬ization program.

Suburban Electric Co. (3/3)

D^. 14 it was announced company plans to issue andsell $4,000,000 of 30-year first mortgage bonds. Under¬writer—To be determined by competitive bidding. Prob¬able bidders: Halsey, Stuart & Co. Inc.; Lehman Bro¬thers; Kidder, Peabody & Co.; Merrill Lynch, Pierce,Fenner & Beane and Union Securities Corp. (jointly).Bids—Tentatively expected to be received on or aboutMarch 3.

Utah Power & Light Co.
Dec. 23 it was reported company plans to offer in March,1954, about 200,000 shares of common stock and in
May, 1954, approximately $15,000,000 of debentures.
Underwriters—(1) For debentures to be determined bycompetitive bidding. Probable bidders: Halsey, Stuart& Co. Inc.; White, Weld & Co. and Stone & Webster
Securities Corp. (jointly); Union Securities Corp. andSmith, Barney & Co. (jointly); Lehman Brothers and
Bear, Stearns & Co. (jointly); The First Boston Corp.and Blyth & Co., Inc. (jointly); Kidder, Peabody & Co.;Salomon Bros. & Hutzler. (2) Previous common stock
offering (in 1952) was made to stockholders, without
underwriting. If competitive, bidders may include
Blyth & Co., Inc.; Kidder, Peabody & Co. and Merrill
Lynch, Pierce, Fenner & Beane (jointly); Lehman
Brothers; The First Boston Corp.; Union Securities
Corp. and Smith, Barney & Co. (jointly). 1 , .

West Coast Transmission Co.
Oct. 14 it was announced that company now plans to
issue $29,000,000 in l-to-5V2-year serial notes; $71,000,000
in 20-year, first mortgage bonds; and $24,440,000 in sub¬
ordinated long-term debentures and 4,100,000 shares ol
common stock to be sold to the public. Proceeds—To
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,

Continued from page 16

The State of Trade
And Industry

ago. I Roasters also continued to

adjust their prices higher on
roasted coffees. Lard displayed a
firmer tone, influenced by the
strength shown in grains and hogs.
Light swine receipts pushed hog
values up to the highest level for
any January since 1948.
Spot cotton markets were steady

to stronger last week in moderate¬

ly active trading. Helping to sup¬
port the market were the im¬
proved outlook for exports, talk
of a possible government stock¬
pile for cotton, and price-fixing
for domestic and foreign account.
Domestic mill buying increased

in volume, particularly in the
south central area of the belt. Cot¬
ton continued to move into the

government loan stock in good
volume.

Loan entries of 1953-crop cotton
during the week ended Jan. 1
were reported at 165,400 bales,
against 200,200 bales in the pre¬
ceding week, and 296,200 two
weeks earlier. Entries for the sea¬

son through Jan. 1 totaled 5,554,-
100 bales. Total repayment for
the season to date were 54,400
bales, leaving 5,499,700 bales of
1953-crop cotton still under loan.

Trade Volume Holds Close to

High Level of Previous Week
The total dollar volume of retail

trade in the week was estimated

by Dun & Bradstreet, Inc., to be
from 0 to 4% higher than the level
of a year ago. Regional estimates
varied from the comparable 1953

level by the following percent¬
ages: New England and East —2
to +2; Midwest —1 to -f 3; North¬
west—2 to -f2; South and South¬
west 0 to +4 and Pacific Coast
-(-1 to -J- 5.

Tumbling temperatures com¬
bined with reduced-price promo¬
tions were instrumental in raising
the demand for apparel last week.
Shoppers generally spent about as
much for apparel as they did a

year earlier, with the largest risds
in the demand for coats and child¬
ren's clothing.
In preparation for a new selling

season, wholesale buyers placed
an mcreased volume of orders in
the "period ended on Wednesday
of last week. However, the total
dollar volume of wholesale trade
did not quite match the level of a
year before. While buyers were

generally more circumspect about
placing sizable orders than they
had been in recent months, some

buyers, particularly of apparel,
boosted their orders unexpectedly.
Department stores sales on a

country-wide basis as taken from
the Federal Reserve Board's in¬
dex, for the week ended Jan. 9,
1954, increased 7% above the level
of the preceding week. In the
previous week, Jan. 2, 1954, no
change was reported from that of
the similar week of 1953. For the
four weeks ended Jan. 9, 1954, an
increase of 4% was reported. For
the year 1953, department store
sales registered an increase of 2%
above the corresponding period of
1952.

Inclement weather induced by
heavy snows in New York the past
week resulted in a sharp decline
in retail trade volume. Trade ob¬
servers placed the drop at 9% to
10% below the like week a year
ago.

According to the Federal Re¬

Bound Volumes of the CHRONICLE
FOR SALE

Waiting for someone to hunt up quotation records is a costly
pastime. .

I - i''

Have this Chronicle set available at your finger tips to find out

pertinent financial facts and answer questions intelligently. Buy
this hound set now.

FROM 1929 to 1951

Write: Edwin L. Beck, c/o Commercial & Financial Chronicle,
25 Park Place, New York 7, N. Y.

Phone: REctor 2-9570

serve Board's index department
store sales in New York City for
the weekly period ended Jan. 9,
1954, registered an increase of

10% from the like period of last

year. In the preceding week Jan.

2, 1954, a decrease of 2% was re¬

ported from that of the similar

week of 1953, while for the four

weeks ended Jan. 9, 1954, an in-

DIVIDEND NOTICES

GREEN BAY & WESTERN RAILKOAD
COMPANY

The Board of Directors has fixed and declared
$50.00 the amount payable on Class "A" Deben¬
tures (Payment No. 58), and a dividend of
$5.00 to be payable on the capital stock, and
$15.00 to be the amount payable on Class "B"
Debentures (Payment No. 36), out of net earn¬
ings ifor the year 1953, payable at iRoom No.
3400, No. 20 Exchange Place, New York 5,
New York, on and after February 3, 1954.
The dividend on the stock will be paid tostockholders of record at the close of business
January 20, 1954.

W. W. COX, Secretary.
New York, New York, January 7, 1954.

ALUMINIUM LIMITED

crease of 5% was reported. For
the year 1953, a decrease of 1%
was registered from that of the
1952 period.

DIVIDEND

NOTICE

On January 13,1954, a quarterly
dividend of fifty cents per share in
U. S. currency was declared on the
no par value shares of this Company

payable March 5, 1954, to share¬
holders of record at the close of

business January-29r 1954.

Montreal JAMES A. DULLEA

January 13, 1954 Secretary

DIVIDEND NOTICE

Southern California
Edison Company

dividends

CUMULATIVE PREFERRED STOCK
4.08% SERIES
DIVIDEND NO. 16

CUMULATIVE PREFERRED STOCK
4.88% SERIES
DIVIDEND NO. 25

The Board of Directors has
authorized the payment of the
following quarterly dividends:

251/2 cents per share on the
Cumulative Preferred Stock,
4.08% Series;

30V2 cents per share on the
Cumulative Preferred Stock,
4.88% Series.
The above dividends are

payable February 28, 1954, to
stockholders of record Febru¬

ary 5,Y954. Checks will be
mailed from the Company's
office in Los Angeles, February
28,1934.

p. c. hale, Treasurer

.January 15,1954

-J
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And YouBehind-the-Scene Interpretations

from the Nation's Capital

BUSINESS BUZZ

"Reverend Smith calling Reverend Jones—parson
to parson—"

Continued from page 4
direction, with a subordination
of land power.

Spending Cuts Will Continue
As the President sends his fis¬

cal 1955 budget to the Hill to¬
day many probably will think
fcecause of the broad social wel¬
fare program proposed by the
President, that this budget will
reflect the farthest progress in
reduced expenditures that this
generation may witness since
the Republican Administration
arrested the 20-year trend
toward bigger government.
This, however, is unlikely to

be the case, say observers. In
•ther words, the trend toward
reduced total Federal spending
can very likely continue into
fiscal 1956, possibly even longer.
£• long as men like Joe Dodge,
deorge Humphrey, Charles E.
Wilson, and W. Randolph Bur¬
gess are in the Administration,
fliey may be expected to press
for economy.

The nature of welfare ex¬

penditures under the previous
democratic regimes has always
been that they take a long time
getting started. It takes three
to four years for a new welfare,
liousing, social security, or other
long range expensive program,

to begin to bite into the Treas¬
ury.
So even if Congress enacted

all of the expensive proposals
recommended by the President,
it would still be a few years be¬
fore they became substantial
burdens upon the taxpayer.

However, scarcely any of
these programs will be enacted.
New Dealers and Republicans
alike have a joint interest, if
entirely dissimilar, in throttling
as many as possible of these
schemes in committee.

So - called "liberals" are
scarcely less unhappy than con¬
servative Republicans over Mr.
Eisenhower's surprising deter¬
mination to go so far for a wel¬
fare state. They figure, they ex¬

plained, that they would have
to vote for such proposals— or

more expensive ones—yet not
be sure of getting credit with
the voting customers because
they would be supporting a
Republican President.

"As I see it," explained one

prominent "liberal," "we would
just be the guy who brought the
drunk home .at 4 a.m. and
poured him into his house. He
would probably not remember
we rescued him, or if he did re¬
member, would quickly forget
on purpose."

Republicans Are Unhappy

Republicans are extremely
unhappy. Relatively they have
tended to be on the side of, or
leaning toward economy and
budget balancing. They don't
want to vote lor Eisenhower
and against the things for which
they have more or les? stood for
many years. On the Other hand
they do not want to vote need¬
lessly against pretty gilt-edged
programs and encounter the ire
of those who expect to benefit.

There are two groups that are
pleased with Mr. Eisenhower's
welfare programs. One is the
comparatively small band of
"first for Ike" Republicans, who
say that the President has
adopted the liberal course which
is the only salvation of the Re¬
publican party, the only course
which will rescue it from ex¬

tinction. This group is led by
Representative Hugh Scott (R.,
Pa.), Mr. Dewey's former GOP
National Chairman.
Democratic wheel horses also

are happy. They expect that,
barring a miracle, next No¬
vember's election will produce
a Democratic House, perhaps
also Senate. So expect the
Democratic "liberals." So also

gloomily expect the Republi¬
cans.

The latter report that Mr.
Eisenhower rejected virtually
all their suggestions made at
the conferences of legislative
leaders at the White House in

December. They gave the most
earnest recommendations in

good faith. They say they ex¬

pected the President to make
compromises and adjustments.

He didn't. Expecting give and
take, they respected the pledge
of secrecy. Thus they gave up

any thought of building a fire
under the Ike New Deal in time
to head it off.

Welfare Awaits Democratic
Congress

While the "liberals" will co¬

operate tacitly with the Repub¬
licans to smother as much as

possible of Mr. Eisenhower's
welfare program, this situation
will turn completely around if
the Democrats win the Novem¬
ber election.
Then the Democrats will get

hot on a welfare program. They
will take up as many of Mr.
Eisenhower's programs as they
can, but not as Mr. Eisenhower
proposes them. Every White
House proposal as such will be
buried in a nice pigeon-hole.
Then committees under Demo¬

cratic control will hold hearings
on these proposals. There will
emerge new and more beauti¬
ful and expensive programs.

They will be labeled "Demo¬
cratic programs," and some will
have a chance of passing.
In such a case fiscal 1956 or

1957 can be set down as the

time at which Federal spending
will reach its lowest point since
the rise in spending started with
Roosevelt. For while new wel¬
fare programs are slow gather¬
ing momentum, once they take
hold they are virtually ineradi¬
cable, as witness the farm sub¬
sidy program.

Limited Debt Boost Is Favored

Chances seem to be picking
up for the proposal to defer un¬

tile June any decision on the
Administration's proposal to
raise the Treasury debt limjt
by $15 billion.
Senator Byrd's announcement

that Treasury figures indicate
the Treasury will be less em¬
barrassed between now and
June 30 than it was between

July 1 and Dec. 31, is convinc¬
ing his colleagues.
Senator Byrd aims to defer

the decision until June. And in
June heu would like to grant
only so much of a debt limit
boost as would be required to
permit borrowing for the budget
deficit which can be foreseen at
that time.
The Virginia Senator's ob¬

jective is almost entirely fiscal.
With the Administration .be¬
coming seduced toward more

liberalized welfare programs,

the existence of a debt limit of¬
fers one remaining barrier
against the eventual trend
toward rising government ex¬

penditures. It is. also a good
short-term obstacle to spending*
Because of the limited borrow¬

ing power the Eisenhower Ad¬
ministration has had to force
both the military and civilian
agencies to hold back on spend¬
ing. Perhaps many an airplane
which is on the way to obso¬
lescence has failed to be pur¬

chased, that %might otherwise
have been c purchased, but for
the strict limit on what the gov¬

ernment could spend if it
wanted to avoid breaching the
debt limit.

The debt limit is also viewed

by opponents of the Administra¬
tion as a handy political instru¬
ment. Members of Congress
who vote for new programs and
new appropriations can then
vote against a debt limit boost
to show they are against spend¬
ing. Furthermore, the debt limit
question underscores dramati¬
cally to the voting customers
the fact that the Administra¬
tion cannot or is not making
good on its promise of balanc¬
ing the budget.
For purposes of fiscal control,.

Senator Byrd would like to dole
out each year only so much ad¬
ditional borrowing authority as
would accommodate the fore¬
cast deficit. Politically this
suits the opposition. They will
thus be able to get across an¬

nually next year, including 195$
—the Presidential election year

—the fact that the Republicans
Administration is failing to bal¬
ance the budget.

Under such an annually regu¬
lated debt boost, however, the
Treasury's program of "length¬
ening out" the maturities of
the Federal debt will have lit¬
tle chance of spectacular suc¬
cess.

(This column is intended to re*
fleet the "behind the scene" inter¬
pretation from the nation's Capita
and may or may not coincide witt
the "Chronicle's" own views.) , J

TRADING MARKETS
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National Company
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Seneca Falls Machine

Worumbo Manufacturing
♦ * *
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G. G. M. Co. 5's, 1958

Federal Coal 5s, 1969
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