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EDI TORIAL

As We See It

In almost pathological fear of an early postwar
depression — which, in the event, never even
threatened—Congress passed and the President
signed in 1946 an act (Employment Act of 1946)
which as usually interpreted places upon the
Federal Government the responsibility for, pre-
venting any serious business recession in the fu-
ture. The basic tenets of that law have now be-
come part and parcel of the political mores of this
country. According to the views, or perhaps better
the emotions, of a great many, to express any
doubt about the wisdom or the practicality of
this enactment is to betray a lack of something
or other which is an essential ingredient of good
citizenship in this modern age of paternalism and
slavish dependence upon government.

All this was pamfully evident in the political -

" campaigns of 1952, in which not only the Fair

Dealers (whose attitude on the subject was to be.

taken for granted) but the Republican high com-
mand, including even the Presidential candidate
himself, never tired of expressing unending de-
votion to the principles of the 1946 act. Repeated-
ly since that time the President has assured the
nation that his Administration has no intention
of permitting any serious deterioration in -the
state of business, and that to prevent such a de-
. velopment he would, if necessary, make use of
all the resources at his command. The late Sena-
tor Taft is known to have been of the opinion that
the leading, perhaps the paramount, hazard of the
Republican regime during this term of office of
"the President, was the possibility of a serious
depression with widespread unemployment and
the behavior of the professional element in the

Continued on page 40
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Television: Major Factor
In Electronics Industry

By FRANK W. MANSFIELD *

Director of Sales Research,
Sylvania Electric Products, Inc.

Picturing electronics as “the fastest growing of the
world’s major industries,” Mr. Mansfield discusses its
present status and potentials for the years ahead. Lists
as two major fields within electronics industry, entertain-
ment and national defense. Reveals sales of electronic
products in 1953 totaled $4,600,000,000, with prospects
of increase in coming years. Calls electronics $8 billion
industry, with likelihood of reaching $12 billion by 1960.

It is my confirmed opinion that electronics is the fast-
est growing of all the world’s major industries. In fact,
the potential of electronics has been described as the
world’s most promising technological revolution. When I
speak of the growth of electronics,
I do not necessarily use the word
“growth” in the very technical sense
that analysts apply to certain securi-
ties, but I do mean that its potential
for growth appears limitless from the
standpoint of new products and dol-
lar sales, the expansion of companies
already in the industry and the en-
trance of new companies, the new
applications that will be found .for
electronic’ equipment and compo-
nents, the increased strength which
electronics will put in our national
defense, and the greater benefits it
will brmg to industry, commerce,
the home, and to that most ublqul-
tous of all characters, John Q. Public.

A little later on, I am going to dissect the electronics
industry into its integral parts, and try to predict the
potential for each separate phase of the industry, First,
however, I think we shotild have complete agreement

Continued on page 43

F. W. Mansfield

*An address by Mr. Mansfield before the Eastern Regional Con-
ference of New York Society of Security Analysts, New York City,

PICTURES IN THIS ISSUE—Candid shots taken at the Annual Mid-Winter Dinner of
the INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA appear

in the Pictorial Section starting on page 31.
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Medical Elecironics—A
Billion Dollar Matkel

By PAUL A. JUST '
Executive Vice-President,
Television Shares Management Corporation

Mr. Just describes electronic developments in the field
of medicine and the important contributions that elec-
tronics is making in the diagnosis and treatment of
human ills. Reveals use of television in medical instruc-
tion and its complementary application, known as
“‘telegriosis,” which uses facsimile equipment for trans-
mitting X-ray pictures. Reports $1 billion as value of
electronic equipment in use by medical profession.

Few more important contributions are being made
by the science of electronics to human welfare than in
the field of medicine. In medicine as well as in indus-
try, transportation and communications, the dazzling
rapidity of electronic developments
makes it difficult to evaluate them.
Nevertheless, it is safe to say that .
today electronics presents a great
new factor in medical science. '

Thus far, electronic devices have
been developed for seeing through
the human body, for producing arti-
ficial fever, for locating and diagnos-
ing damage to the brain or lungs,
for giving internal treatment with
artificially generated ultra - violet
rays, and for many other beneficial
purposes. Detectors and counters
are now in existence that reveal and
chart accurately many physiological
and chemical changes in the human
system about which little was known
heretofore. Hardly a week goes by that does not witness
the development of some new electronic .device in the
field of medicine. Recently, a leading trade publication
heralded the electronic fluoroscope. This piece of equip-

ment is designed to replace the conventional fluoroscopic
screen on which your physician is able to see your
X-ray shadowgraph. The new _electronic = fluorscope

.-Cpﬁtinued on page 30
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- The Security I Like Best

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country

participate and give their reasons

for favoring a particular security.

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

A. J. CORTESE

Market Analyst, A, M. Kidder & Co.,
New York City
New York Stock Exchange

Combustion Engineering

Whether the stock averages are
in a bull or bear trend, there is no
dispute that individual issues and
groups have been in major bull or
bear move-
ments of their
own. A stock
that appears
to be in a
long-term bull
trend, and
with good
reason, is
Combucdtion
Engineering.

The com-
pany designs,
manufactures
and installs
steam gener-
ating equip-
ment for pub- :
lic utility power - stations, indus-
trial plants and marine service. It
also produces pressure -vessels,
process equipment used by indus-
try and by municipalities and
household . water heaters. Its
largest volume of business is
done with the utilities and its
high - pressure, high - capacity
units are located in some of the
most efficient steam - electric
power stations in the country.
Its installations are world-wide.

The expansion -of electric-gen-
erating capacity that is anticipated
over the next decade is well

Members,

A. J. Cortese

known and should assure the com-"

pany of a high level of operations.’
A separate nuclear power division
was formed last year to design

.and produce equipment for the

use of atomic energy in generating
electric power. In common witi
other companies engaged in
atomic energy programs, the com-
pany can reveal little about its
activities in this field, but it is
known that it is supplying com-
ponents for the second atomic
submarine, the “Sea Wolf.”

Looking ahead many years to
come, it is possible ‘or likely that
the U. S. Navy will convert its
vessels from oil to atomic energy.
Of course, no one can tell at this
time when or to what extent such
a development might take place,
but it would be an operation of
enormous significance and. would
very likely mean a large volume
of contracts for the company. Ap-
plication of atomic energy will
probably be more rapid in the
Navy than in commercial power
plants. The company has not only
long supplied steam generating
equipment for the Navy, but has
also pioneered..in new develop-
ments which the Navy has
adopted.

Earnings in the 12 months
ended Sept. 30, 1953 were $8.07
per share as compared with $5.72
in the preceding 12 months. Full
year earnings for 1953 are esti-

mated at $7 to $7.50 as compared"

with $6.15 for 1952, Average
earnings in the four years 1949-
52, since the merger with Super-
heater Co., were $7.17 per share.
At a recent price of 54 (New York
Stock Exchange) the current
dividend of $3.00 yields 5.6%.
Since the merger, the regular
dividend rate was increased once,
in late 1950, from $2.00 to $3.00.

There are no bonds or preferred
stock ahead of slightly more than
1,000,000 shares of common out-

standing. There is a term loan of.

$10 million, which was made for
plant expansion; repayments com-
mence June 30, 1954 and the term
ends Dec. 31, 1959. In addition,
short-term - bank loans, under an

$11 million credit arrangement,
amount to $4.5 million; interest on
the latter is at the prime rate of
3%.

The latest balance-sheet, as of
Dec. 31, 1952 (when the above
loans were “in effect), showed
current assets of $88.4 million, of
which $13.9 million was in cash
and $1.9 million in Canadian se-
curities. Current liabilities were
$39.6 million, making current
ratio 2.2 to 1.0.

Current ‘backlog is about $170

million, which compares with an--

nual sales volume during 1949-52

of between $95 million and -$137 .

million. The volume of business
from the utility industry declined
last year, will remain about un-
changed this year and the com-
pany expects it to resume the up-
ward trend next year.

The stock, in my opinion, is
worth consideration for income
and long-term appreciation, for
participation in the expansion of
the utility industry and in the
application of atomic energy. The
stock has recently risen rapidly
and a reaction of several points
would be quite in order.

IRVING KOMANOFF

Herzfeld & Stern, New York City
Members, New York Stock Exchange

Crown Cork & Seal

Rare indeed is the opportunity
for ‘an investor or speculator to
buy a stock of a large nationally
known comnany where earhings
are in a sharp .
uptrend—and
yet where the
price. of the
stock is with-,
instriking
distance of a
10-year low.

. This unusual
opportunity is
currently
available in
the common
stock of
Crown Cork &
Seal now sell-
ing at 1215, In
this writer’s
opinion it can reasonably be-said
that this opportunity will not be
at hand for very much longer. For
as 1954 progresses and the sharp
earnings improvement ‘in this
company begins to become better
known, a strong advance in the
price of this security could readily
take place.

Crown Cork & Seal is the lead-
ing producer of crown caps and

b &

1. Komano.f

other metal closures. As such it

supplies about half -of the U. S/
market. Crown Cork also . ranks
third among the producers of cans
and metal containers—being out-
ranked only by American Can
and Continental Can. The output
of Crown Cork & Seal is sold to
a cross-section of vital American
industry — namely, the beverage,
food, drug and paint industries. As
such, Crown Cork has demon-
strated its ability to maintain its
sales even when general economic
conditions decline.

From a price of 31 in 1946 and
more recently from’ 22 in 1951, the

common stock of Crown Cork has
been depressed to where it is now

selling only a little above its 10-.

year low. The reason for this

precipitous drop was tie sharp

decline in profits from $2.54¢ a
common share in 1951 -to $.26 a
share the following year. Prima-
rily responsible for this profit de-
cline from 1951 into the " first
quarter of 1953 were two factors:’

(1) Government ‘Price Controls
which placed price ceilings on the

The Commercial and Financial Chronicle .
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Combustion Engineeriny Co.— A.
J. Cortese, Market Analyst, A.
M. Kidder & Co., New York
City. (Page 2)

Crown Cork & Seal Co.—Irving
Komanoff, Herzfeld & Stern,
New York City. (Page 2)
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company’s preducts at a time
when raw material prices and
wage rates were constantly soar-
ing.

' (2) Inability of the can division
to operate profitably.

In the last year, however, both
of these factors have been largely
overcome. In the early part of
of 1953, with the demise of OPA,
substantial price relief was se-
cured from' this rigid price
squeeze, In addition, a thorough
reorganization of the company’s
can division was undertaken.
Management changes were ef-
fected with a resulting improve-
ment in - efficiency 'and profit
margins — so much so, that.some
profit from can making appears
likely this year,

The result for the last three
quarters of 1953 prove conclu-
sively that Crown has turned the
corner and is definitely on the
way to recover its former earning
power. From a deficit of 13c in
‘the first quarter of 1953, earnings
have improved in each consecu-
tive quarter—viz.

in June quarter
in Sept. quarter
35¢ (esti.)____in Dec. quarter

Thus, earnings for 1953 are ex-
pected to be in the vicinity of 77¢
as against 26¢ for 1952. The first
quarter ‘of 1954 ‘should see earn-
ings ~of - about. 40¢ per-share as
‘against a deficit of 13¢ a year ago:

Concurrent with this demon-
strated- revival. of .earnings, it is

expected that quarterly distribu-.

ticns of ‘as muc.a as 20¢ per share
will be resumed in 1954 as against
a-payment of 15¢ made in Decem-
ber; 1953. (The first since the
second quarter of 1952.)

In view of these factors, it is
somewhat of a mystery to see the
stock of Crown Cork. still selling
at the depressed price of 1215,
Surely, as the sharply improving
trend -cf -earnings becomes ap-
parent,” a worthwhile rise in the
price of the stock is a reasonable
expectation. In each of the last 10
years, Crown Cork has sold above
153 and has spent most of its
price range in the 'twenties. Now,
with a revitalized management
and newborn earning power, a
price more in keeping with that
of 1951—when it sold at 22—is not
beyond the realm of the improb-
able.

This writer has canvassed prac-
tically the entire list of stocks on
the New Yark Stock Exchange. It
is difficult, if not impossible, to
find a listed company which will
show such percentage increase in
earnings in 1954 as against 1953
and 1952 as,will be shown in
Crown Cork & Seal. Yet here is
a stock selling for little more than
half of what it sold for in 1951.
Surely, such an opportunity will
not go begging for long.

. . Thursday, March 4, 1954
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- Television's Inherent: \_hlahly

By COURTNAY PITT*
Vlce President, Finance, Philco Corporation’

-Pointing out televisian, as in other appliance industries, needs:
not only productien:of fine product, but also creation of a:

demand for it throngh merchandising, Mr. Pitt predicts, desplte 3

unfavorable and misleading publicily since March,.1953, more
television and radio .sets will be sold in 1954 than the cold
- statistics indicate.. Sees an inherent vitality in television, and
says - companies” which - overproduced - are now clearing . their
inventories. Looks for possible price increases, and. estimates

there will be 200 new TV stations in current year. Forecasts .

only a trickle of color television sets on market in 1954, but a

rapid increase. thereafter.

of electronic equipment in 1953 and 1954 at $3'% hillion annu-

ally.  Concludes total electronic business, at factory level,
in 1954 will exceed $5 billion.

-Estimates - government - purchases -

. The Commercial and Financial Chronicle -
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The electronics industry has the
pronounced advantage of being
.one of the great growth industries
of our time. The industry has
beenin a
_strong growth
trend fora
whole genera-
tion now, and
the end .is not
-in sight. From
‘sales of
‘less than
-$200,000,000 in " |
~1939, the in-
dustry’s total
‘v.olume
;approximated
. $5,000,000,000
last year, and
there is good
reason to be-
.lieve that substantial further
.progress is going to be made by
the leading compames—especxa‘lly
those doing the research and de-
-velopment work ‘on - new ideas
and new products—over the years
“ahead.

Now I would be the last one to
predict that further growth and
-future progress are going to come

* about automatically and without
a lot of hard work. Nothing could
be farther from the truth. In post
war America, there has been all
too much guessing about where
the Federal Reserve Board index
is going to be three -or six months
from now — and perhaps not
enough attention has been given

i to the thought and effort that dif-
ferent groups and individuals are
giving to stimulating and enlarg-
ing their own part of the economy.

The current view of the elec-
tronics industry in some financial
circles may reflect this general
attitude. I would remind you that
television and, in fact, the ap-
pliance industry are promotional
businesses. It is not just enough
to engineer and produce a fine
product. It is equally important to
create the demand for the product
through merchandising and ad-
vertising and point-of-sale in-
formation,

The leading companies in the
industry have been able to do this
successfully over the years, and
that is one of the principal

+ reasons why the industry has al-

most always made and sold more
radio sets, and in later days more

television sets, than might have

Courtnay Pitt

*An address by Mr. Pitt before the
Third Eastern Regional Conference of
the New York Society of Security An-

alysts, New York City.

seemed likely on a cold-statistical
basis at the beginning of the year.

I have a feeling that the same
thing is going to happen in 1954,
If ever an industry 'has had to
contend with a barrage of un-
favorable and misleading - pub-~
licity over an extended period, it
has. been the television industry
since the end of March a year
ago. If there were time, I could
cite one instance after another
when the public was utterly con-
fused- and misinformed
color television and when it would

be available, until a climax-was.
.reached at the time  the public..
demonstration - was held at -the:
- 'Waldorf-Astoria in-New York on" ..
Oct. 15, 1953 with:the attendant

front-page publicity and tele-
vision and radio news bulletins..
At frequent intervals all last
year, people who wanted to make
the headlines got up and solemnly
announced .that there would be
“Color by Christmas.” No wonder
the public hesitated for a while
in its buying of black and -white

sets, -and certain companies re-

sorted to drastic price cuts: to

move the merchandise they had’
built too far in advance of the,

demand.

Looking back, the remarkable.

thing is that business fared as well

as it did, and that the industry,
had its second best year with sales’

at . the factory level of about
6,750,000 - receivers.
know of better demonstrates the
inherent vitality of television and
the value it offers.

With the passage of time, a
better sense of proportion has de-
veloped. Companies which over-
produced ' are clearing their in-
ventories, and the demand from
the public, who have separated

the wheat from the chaff of all .-

last year’s conversations, is re-
sulting in a very gratifying vol-
ume of receiver business. It is
even possible that.you will see
some price increases as compared
with the reductions of late 1953.
There are now more than 350
television stations on the air, and
we can expect more than 200 -new
stations to begin operations this
year. Many of these new stations

will be «in areas which have not -

had television service previously.
With more than 550 stations in
service, the demand for new re-
ceivers and replacements for ob-
solete, small screen sets is bound
to be heavy. If the general econ-
omy holds near current levels, and
apparently the financial com-

Continued on page 25
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‘What We

May

Expect in Electronics

By C. B. JOLLIFFE* -
Vice-President and Technical Director, Radio Corp. of America

Asserting electronic research has only just begun to work the

wonders of which it is capable,

Dr. Jolliffe points to television,

which did not even exist in 1945, but now accounts for 80%
of the $3 billion electronics industry. Discusses possibilities
of color television, along with other lines of electronic re-
search, and points out fields of its use in business, in sci-
ence, and in the home. Concludes, there is no present limit

to electronic

Industrial research is largely a
development of our generation,
but its growth has been so rapid
that nearly all corporations de-
pendent ‘upon
the natural
sciences sup-
port research .
labora-
tories. These
corpora-
tions find that
research pays;
it returns
large divi-
dends in new
products and
services.

As illustra-
tions I give
you two quo-
tations:

Brig. General David Sarnoff,
Chairman of the Board of RCA,
said in a talk to the directors of
Stanford Research Institutes:

“Today, science and industry
are linked by arteries of progress
and their life blood is technical
research. Without continued pio-
neering and research, those arter-
ies would harden, The spirited

Dr. C. B. Jolliffe

*An address by Dr. Jolliffe at the
Third Eastern Regional Conference of
the New York Society of Security An-
alysts, New York City, Jan. 28, 1954,

development.

advance of industry would be
slowed: - progress would decline
and come to an end. .
“This pattern of our industrial
progress is clear. It lies in a
partnership between. those who
create good things and those who
produce and distribute and service
them. It lies in teamwork be-
tween research and industry.”
Mr. Crawford Greenewalt, Pres-
dent of du Pont, said recently in
an Francisco:
§ “Our frontiers have moved from
the West into the research labora-
tory, and in that move have be-
come frontiers without limit.

+ “Today it is research that gives
the American economy its charac-
teristic surge and its dynamic
qualities. And research requires
people. with the same courage,
vision and determination as those
who a century ago crossed the
Western plains.”

* So rapid is the pace of elec~
tronic research and development
that the man who tries to describe
the electronic products of tomor-
row may sound a lot more know-
ing than he really is. Those of us
who are in close contact with elec-
tronic research know only that
we are dealing with a science that
has just begun to work the won-
ders of which it is capable, not

Ihvesiment
for Tomorrow

Dynamic growth stocks are as rare as perfect jewels,

Truly dynamic growth is a virtual certainty for
the electronic industry—with its manifold extension
to all phases of our activities.

No need to search for obscure, unseasoned invest-’

ments when the outstanding leader in its field is avail-
able at an attractive price in relation to current and
prospective earnings and yielding 4.8% on the basis
of present dividends. ‘
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per year.
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ARTHUR'WIESENBERGER & COMPANY

Members of New York Stock Exchange and American Stock Exchange
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only in terms of technical accom-

plishment, but even more in terms
of a better life for all of us.

Much of the future in electron-
ics exists today as experimental
devices in our industrial labora-
tories or evermr as untested ideas
in the minds of our scientists and
technicians. We can guess, but
we cannot know, which of these
devices and ideas may be working
fundamental changes in our way
of living during the next decade.
We are well aware, however, that
the research process from which
these developments emerge is the
life blood of the electronics indus-
try. In the millions of dollars
being invested by business con-
cerns such -as RCA to maintain
extensive research facilities are
planted tomorrow’s profits.

Color Television

Today, in television, we have
two dramatic examples that illus-
trate the accomplishments and

.promise of electronic research.
Black-and-white television -has
established itself phenomenally
during the past seven.years as. an
integral part of American life.

- Color television has just now.
moved up’ from the.development
stage to the initial phases of pro-
duction- for service to the .public.
It holds great promise for ‘the
future,

‘As far as its commercial aspects
are - concerned, - black-and-white
television is a post-war phenom-
enon—perhaps the most rapidly
developed major industry in our
history, In 1946, the first post-
war year, there were about 10,000
television sets in the United
States, many of them being used
experimentally, After two years,
the total had reached 1,000,000.
Today, at the end of eight years,
nearly 27,000,000 sets are in use,
produced by nearly 100 manufac-
turers and served by 360 broad-
casting stations. As General
Sarnoff pointed out a few weeks
ago, a television industry that did
not even exist at the end of the
war in 1945 accounted for 80%
of the $3 billion radio and tele-
vision business during 1952!

This is/ a triumph of industrial
research in electronics,

Through the boom of the late
1920’s and the depression decade
of the 30’s, intensive research into
the many problems of television
by the scientists and engineers of
RCA was generously supported
and encouraged by our manage-
ment. This research laid a solid

basis for the phenomenal growth

of the new television industry
which took place after World War
II. was won. This research
program, together with the de-
velopment of broadcasting and
production facilities;, cost RCA
more than'50 million dollars be-
fore production was started. There
can be no question that the results
have justified the expenditure.
This investment in research and
engineering produced a major in-
dust;y and a significant public
service.

What of the Future?

But that is here—what of the
future? We stand now at the
threshold of the color television
era. The official opening of this
era occurred only last month when
the Federal Communications
Commission approved standard
signal specifications on which the
new color system operates. Be-

~ hind these specifications, and be-

hind the cameras, transmitters and
receivers that are now going into
production to carry color to a
great future audience, stands a 30
million dollar RCA research and
development plan which began in
the 1930’s. This research and de-
velopment must continue so that

the apparatus that will make this-

service a part of our life can con-
tinue to be improved and reduced

-l'to_a price that makes it available.
to'all of our people. We certainly

Continued_(on page 42
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. The ety v
State of Trade
and Industry

7

Retail Trade
Commodity Price Index

Food Price Index

« Auto Production
Business Failures

Total industrial production for the nation-at-large in. the pe-
riod ended on Wednesday of last week suffered a moderate set-
back due to Washington’s Birthday. ,

#Output dropped below that of the preceding week and con=~
tiqued at a level of close to 7% under the like period in 1953.

Reports of layoffs were less frequent than in recent weeks
‘with recalls more numerous. The number of unemployed though,
continued to be substantially greater than a year ago, comprising
approximately 5% of the labor force. "

An encouraging note was struck by the National Association
of Purchasing Agents in its February report when it stated, “The
bright spot is in new orders.” It disclosed the fact that about
30% of its members reported increases in bookings “exactly bal-
ancing the number of decreases.”” That was the best showing
since last March, it was reported. toow o
g Beginning of March finds steel business more lamb-like than
the weather, according to “The Iron Age,” national metalwork-

-ing weekly. *'Steelmaking operations this week are scheduled at
+70.5% of rated capacity, down three points from last

week’s re-
vised rate, and another new low for the year. SiES

This will be a bitter disappointment to those 'who had been
banking on seasonal factors to bring about an upturn in .March.
Chances are steel business will improve during ‘the month.  But
it will take a gain of 3% points in the operating rate to get back
to the February average of 74.0% of capacity. Chances .of doing
much better than that are slim, states this trade authority.

. Total steel production in March will probably be greater than
February. But this will be due primarily to three more days in
the month. A sharp unturn in business just isn’t in the cards
—at least not during the next 30 days, it notes.

The decline in the ingot rate this week does not mean that
steel business has taken a sudden turn for the worse. It results
at least in part from need of some producers to work off stocks
of semi-finished steel they had accumlated in the hope that busi-
ness would improve. Thus, rolling mills are temporarily process-
ing more steel than is being melted, continues this trade journal.

Actually some of the seasonal factors that had been counted
on to spur the market are wielding positive influence. But this
bullish influence is offset by depressing forces which have lin-

Continued on page 58
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Railroads and Their Secunhes

By HERBERT F. WYETH*

Shearson, Hammill & Co.
Members, New York Stock Exchange

Pointing out that, despite discrediting of railroads as an invest-
ment medium, their securities are still being accumulated by
- insurance, savings. banks and other similar. institutions, Mr.
- Wyeth- stresses the importance of selectivity in analyzing in-
vestment merits of individual rail issues. Lays down as factors

in selecting railroad securities:

(1) territory served; (2) com-

* petition; (3) type of traffic; (4) terminal situation; (5) pro-
" portion of passenger to freight traffic; and (6) management.
'Says a constructive attitude toward future of railroad industry
is fully justified, and cites use of diesel engines and other
mechanical improvements as giving a “new look” to the rails.
Reviews briefly outlook of individual railroad companies.

Railroading is a wide field of
investment, with some $9 billion
of bonds and $8 billion par value
of stocks outstanding. Also, it is'
a widely mis-
understood
and generally
maligned in-
vestment me-
dium, -

There is
much loose
thinking,
largely based
on some un-
happy experi-
ences in the
1930s, to-the
effect that
railroad bonds il
as such lack || Herbert F. Wyeth
true invest-+ I
ment characteristics. Fortunately
this opinion is not shared by many
of our leading institutions, in-
cluding banks and some of the
large insurance companies. Life
insurance companies have been
increasing their net holdings of
railroad bonds consistently since
the end of World War II and now
hold at least a third of all such
securities outstanding. Institu-
tional holdings. of railroad stocks
have also been increasing, al-
though this trend has been re-
tarded somewhat by legal restric-
tions. Thus, whether you realize
it or not, and whether you like it
or not, all of you who have life
insurance policies, and most of
you who have savings bank ac-
counts, have a direct and impor-

*An address by Mr. Wyeth at Colum-
bia Umversny,\New York City, March 2,
1954.

tant financial stake in the rail-
roads.

Railroad Securities Should Be
Considered Individually

It never has been possible, and
presumably never will be possible,
to consider the industry or the
securities of all individual rail-
roads as -presenting a single in-
vestment problem. No one would
think of saying, just as one exam-
ple, that because General Motors
is an attractive investment the
same must be true of Packard just
because they both manufacture
automobiles. Yet the very people
who would deride such invest-

‘ment philosophy will not hesitate

to say, “The rails are a buy,” or
“The rails are a good sale,” tarring
all units in this widely diverse
industry with the same brush.

To underline the fallacy, and
real danger, of any such approach
to investment in railroad securi-
ties it is only necessary to look at
the record. Back in 1940 Santa Fe
common sold at 13 and Pennsyl-
vania was at 15, with both show-
ing about the same earnings per
share. Last year Santa Fe earned
$14.62 a share, on a stock that had
been split two-for-one, while
Pennsylvania had earnings of
$2.81 a share. Pennsylvania is still
selling where it did nearly 15
years ago, while Sante Fe com-
mon is ‘selling at the equivalent
of about 200. I could cite many
other similar examples, some just
as spectacular, but will not be-
labor the point at this time. What
I want to impress on you is that
selectivity has always been the
key to successful investment, and

-
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is daily becoming more important.
.. Our whole . economy is'in a con=
stant state of flux, and conditions
affecting’ the fortunes of the in-.
dividual. railroads will naturally
reflect these .changes. I might
mention at this point a few of the
factors that have led, and. will
continue to lead, ‘to wide varia-
tions in ‘the performances and
prospects of the mchvxdual rall-
road:

(1) Territory: There has been a
long-term. trend toward decen-
tralization of industry, marked by
a rapid expansion. in population
and industrial plant, first in the
southeast and more recently in
the western sections of the coun-
try. This has meant more traffic
for the roads operating in the
growth centers at the expense, at
least in a relative sense, of the
more mature sections of the in-
dustrial New England, northeast-
ern and middlewestern States.
This trend, by all indications, is
continuing, perhaps even at an
accelerated pace.

(2) Competition: One of the fac-
tors most often mentioned by
those taking a gloomy view of the
future outlook for the railroads is
the growth of new forms of com-
petition. There is no question but
that the pipe lines, barges, trucks,
air lines, and private automobiles
have diverted a considerable vol-
ume of potential business from
the railroads. The impact of these
competitive agencies, however, has
varied widely with individual
roads. Pipe lines, for instance,
‘have largely affected only those
roads that originally had an im-
portant tonnage of petroleum
products. Roads with the largest
passenger business have naturally
been hardest hit by competition
from airplanes, busses and private
automobiles. Barge competition is
important only to those roads that
parallel waterways. Trucks have
made their greatest headway
against those roads serving rela-
tively compact areas served by
extensive good highway systems.

Factors in Railroad Investment
Analysis

(3) Type of Traffic: To a certain
degree this point overlaps the pre-
ceding one of competition. Truck
competition has been most severe
in the case of consumers goods
and for 1. c. L shipments. Thus,
roads primarily dependent on
heavy goods industries and with
a small volume of 1. c. 1. business
have generally maintained their
positions more readily. Also, with
respect to 1. c. 1. freight, it is gen-
erally expensive to handle and has
a large labor factor. Thus, as
wages have gone up the roads
with the greatest amount of this
type of traffic have found it more
difficult to control expenses.

(4) Terminal Situation: For the
most part wage increases granted
in the past 10 years have been on
a cents-per-hour basis, with all
classes of employees faring the
same. This has meant that the
lower salaried workers have been
given the larger percentage in-
creases. This has meant a more
rapid ‘increase in the station and
yard costs than in road haul costs
and the increased station and yard
costs have been harder to offset
than road haul costs where the
diesel has been so valuable. Thus,
roads with heavy terminal opera-
tions have generally lagged be-
hind the others with respect to

" cost control, Also, with respect to

origination and termination of
traffic the length of haul is im-
portant. The cost of-originating
or terminating any shipment is
just as high if it travels only 50
miles as if it moves 200 miles and
produces four times as much rev-.
enue. A Trailroad with 3 large
amount of short haul traffic is
saddled with inordinately high
orignating or terminating costs in
relation to the .revenue produced.

(5) Passenger Business:: Passen--
{ger -business,: and: : particularly

" short haul local and commutation

.service,.is expensive .and- gener-

ally - conducted. at : substantial
losses. The road that has a large

passenger- business of this nature -,

will naturally experience a seri-
ous drain.on its profits from the
freight service.

(6) Management: The caliber of

management will vary widely and -
it is .management: that ‘makes the-

important decisions that influence
traffic volume through aggressive
solicitation policies, reduced costs
through ‘modernization programs,
financial policies, etc, With the
many- serious . problems that. the
railroads have had to fape in re-
cent’ years, and still must face,
this guestion of quality and-depth
of management is becoming in-
creasingly impertant. and: in my
opinion is the most vital: consid-
eration in the whole picture today:

I have gone on at some length

(B81y" 5

“OBSERVATIONS”
A  Wilfred May’s Column -
"does not appear this week.
Mr. May is en a trip through
Europe and the Middle East
investigating Cold War re-
sults in the economic area.

outlining the points of difference
there are between the various
roads. These differences are re-
flected in. -the operations and
earnings of the individual rail-
roads. How wide the variations
may be is best illustrated by the
wide range of transportation ra-
tios, the percent of the revenue
dellar spent on actually. moving
and handling the traffic, and the
profit margins, the percent of the

Continued on page 46
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Investment Policy and the
Economic Background and Qutlook

By HAROLD E. AUL*

Vice-President,

Calvin Bullock

Investment Company Underwriters

Asserting we are now in a business recession, investment firm

executive holds the relatively

mild economic downturn will

extend through the year; during which there will probably be:
(1) readjustments of top heavy inventories; (2) lower level
of demand for products of heavy industry, consumer durables,
and capital equipment; (3) a moderate further decline in Fed-
eral Government expenditures; and (4) reduced consumer
buying because of rising unemployment and payments on high
level of consumer debt. Sees prospect of government interven-
tion to avoid sharp slump and expects lower taxes. Holds there
is evidence of lack of public confidence, and a huge amount of
inflation has been frozen into the economy. Concludes, how-
ever, underlying factors indicate p strong stock market.

The year just closed has been
the most prosperous in the history
of the Nation. The number of
People employed, incomes re-
ceived and
Boods and

' services pro-
‘duced, have
call been the
‘thigheston
.record. With
:the exception
‘of some farm
yproducts,
prices have
‘been remark-
ably stable;
and increased
production at
stable prices
‘has meant a
‘further rise in '
‘the standard of living—the prod-
‘uct of a dynamic economy.

Despite this impressive record
‘on an annual basis, the year ended
ion a note of considerable appre-

Harold E. Aul

‘hension, in view of the evidence .

.of a'declining trend of business
in the course of the last six
months. Between the second and
dourth quarters of 1953 the gross
‘national product declined from an
iannual rate of 372.4 billion dol-
lars to 360 billion or about 3.3%;
and the Federal Reserve Board
index of industrial production fell
from 137 in July to 127 in Decem-
ber, about 7.3%.

. The declining trend of produc-
tion has been reflected in emplov-
ment and in labor income. The
number of unemployed in mid-
January was estimated at 2.25
million, an increase of more than
one million in a period of three
months from October, 1953, to the
highest level since early 1951; and,
because of a concurrent reduction
in the labor force, the decline in
the number of employed in that
period has mounted to about two
million. A reduction in the num-
ber of hours worked and in over-
time also resulted in a declining
trend during the past six months
in the average weekly earnings of
those employed.

It is now clear that the rise in

industrial production which took I

place in the first half of 1953 was
at a more rapid rate than the
gain in consumption; and we are
now in a process of adjustment of
the over-accumulation of inven-
tories last year.

. Unwieldy inventories in certain
sectors of the economy and a
slowing down of retail sales re-
sulted in a sharp and persistent
decline in new orders in the last
half of 1953. ‘Moreover, shipments
have been steadily exceeding new
orders with a resultant sharp de-
cline in new order backlogs. This
suggests a further extension of the

* declining trend of industrial pro-
duction to bring inventories into
line with consumption,

Current economic statistics fur-
nish further evidence of a con-
tinued downtrend. Steel opera-
tions in January have averaged

*An address by Mr. Aul before the
Rocky Mountain Group, Investment Bank-
ers Assn. of America, Denver, Colo., Feb,
23, 1954,

only about 75% of capacity as
against almost 100% a year ago,
though it should be noted that
an increase in rated capacity ac-
counts for a part of this decline.
Railroad carloadings in the first
month of this year have declined
an average of about 10%; the bar-
ometric index of paper board pro-
duction has finally sagged; and
production statistics of base met-
als, coal, lumber and petroleum
are all well below those of the

. same period of 1953. The effect

of a transition to a buyer’s market
on the fortunes of marginal com-
panies is reflected in the persis-
tent and quite sharp increase in
the number of business failures
in recent months.

We Are in a Business Recession

There can no longer be any de-
bate about whether we shall ex-
perience a business recession. We
are in one. This must be taken as
the point of departure in any dis-
cussion of the outlook and invest-
ment policy. What concerns us
now is the probable degree and
duration of the current decline
and its possible impact on invest-
ment values.

I hestiate to add my voice to
the shrill babel of the prophets
regarding the shape of things to
come. You can get any forecast
that suits your fancy all the way
from an early renewal of the
boom to the doleful prediction of
a major depression. Unfortunately
those who are charged with the
responsibility of investment man-
agement must chart their course
on the basis of a carefully consid-
ered assessment of reasonable
probabilities, both near and long-
term.

My own view is that the bal-
ance of probabilities is for a rela-
tively mild economic downturn
extending at least through the
year 1954. 1 am troubled by the
thought that this appears to be
the majority opinion though mine
is perhaps somewhat more pessi-
mistic than the composite view as
to both degree and duration. As
related to the longer term outlook
am a confirmed optimist, not
only with regard to the course of
the economy but more particu-
larly with regard to common stock
values, always of course barring
disastrous developments in the in-
ternational sphere.

It seems reasonable to forecast
for 1954, a decline in the rate of
industrial activity of the order of,
but somewhat greater than, that
of 1949. The conditions giving rise
to the setback at that time are
again present but some of the sup-
porting forces which buttressed
that decline appear to be less vig-
orous at this time.

I am currently thinking along
the lines of an average level of
industrial activity in ‘1954 .as
measured by the Federal Reserve
Board index about 10% below the
average of 1953 and a decline
from the 1953 peak to the 1954
low of possibly 16%. The 1948-
1949 decline from peak to trough
lasted nine months and amounted
to about 10%. The 1938 decline,
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which the current recession. does-
not resemble, was about 34%. An

analysis of the major components '

of the gross national product sug-’
gests an average level in 1954
about 6% below that of 1953 .and
a decline from the high quarter
of 1953 to the low quarter of 1954
of perhaps 9%.

Negative Factors in Business
Outlook

The negative factors in the busi-
ness outlook include the follow-
ing:

(1) A probable readjustment of
top-heavy inventory positions.
This adjustment has already made
its appearance. Whereas inven-
tory accumulation contributed
about four billion dollars to the
gross national product in 1953, in-
ventory dis-investment of perhaps
as much as three billion- dollars
appears to be a reasonable pros-
pect for 1954, a gross change in
this segment alone of about seyen
billion dollars.

(2) A probable lower level of
demand for the products of heavy
industry, both consumer durables
and capital equipment. The pros-
pect is for.a lower output of resi-
dential housing, automobiles, tele-
vision sets and other consumer
durables; and expenditures by
industry for plant and equipment,
which reached a new high level
of 28 billion dollars in 1953 and
which are scheduled for about the
same rate in the first quarter of
1954, seem likely to taper off as
the year progresses. As expéndi-

tures for durable goods are defer--
rable, they constitute a strategi¢; :

element in the general economy. -

(3) For the present a moderate ™"
further decline in Federal Gov-
ernment expenditures is in pros-
pect.

(4) The current high level of
consumer debt might serve to re-
strict consumer buying with. ris-
ing unemployment and declining.
job security, as this debt. can be
reduced only at some cost to con-
sumer buying. It should be. neted
here, however, that, despite -the
high absolute figures, consumer
debt is still historically low as
related to personal incomes and
liquid assets; and the rate of per-
sonal savings is high.

In short the expectation of ‘a
decline in business activity in 1954
arises principally from the gap
represented by a reduced demand
for durable goods and cessation of
inventory stocking. This gap,
however, should amount to only a
small percentage of the total pro-
duction of the country; and it can
be narrowed by more aggressive
selling, reduced costs and better
goods.

There is, of course, another and
brighter side of the coin; and the
following positive factors in the
outlook support the conclusion
that what liés ahead is a contin-
uation of the mild rolling read-
justment which has now been in
process for the past seven months.

(1) The current inventory readr
justment should be orderly be-
cause of the absence of specula~

tive excesses in the securities..and.....

commodities markets, the..abun-

dance of capital and credit ayail-

able for sound business needs,

" Ahead of the News

By CARLISLE BARGERON

-Back in the Hoover days there was a group of “progressives”
in the Senate who banded together and back-slapped each other,
were always on hand when one of them spoke, and in general
put on a show that drew far more publicity than the particular
speaker’s remarks warranted. The late Sena-
tor -George Moses dubbed them the “sons of
the, wild-jackass.” They developed quite an

. influence, encugh at least to wreck the Repub-

lican party for a good 20 years.

Today there is a group of “liberals” aping -
them, trying to-gain the niche in public im-
portance held by their predecessors. By com-
parison, the “progressives” were tame. As a
matter of fact, the New Deal came along. at
first to absorb them and then go so far to the
left, that one by one they dropped away and |
there is not a one of them in the Senate today. - }

The two groups had one thing in common,
their pettiness. The Progressives would fre-
quently tear out after some unimportant em- |
ploye, humiliate him and get him discharged.
Only recently the “liberals” waged a last ditch
fight on a man named to the Federal Communications Commis-
sion and one named to the National Labor Relations Board. They
even forced the latter to give up a $6,200 retirement he had with
a private employer and then continued to fight his appointment.

But it is amusing to see them stage one of their pageantries.
There likely won’t be another Senator on the floor but when one
of them rises to speak, in walk the “liberals” to take seats around
the speaker, look at him attentively as if earth shaking words
were falling from his lips, and then to shake hands with him when

Carlisle Bargeron

~he finishes.: They make a speech by one of their number an event;

. A recent demonstration was in a way fascinating. It was the -
speech -of- young Senator John Kennedy in favor of the St. Law-=
Tence Seaway. The Senator’s position on' this' project was in no
waya surprise to other Senators or to newspapermen who cover
the Senate. But the “liberal” group made it a “surprise” and a
momentous event,

As if by a prearranged signal, Senator Lehman came into the
chamber like a bobbing cork and took up a seat just in front of
Kennedy. There followed dutifully, and not necessarily in the
order named, Senators Green of Rhode Island; Murray of Mon-
tana; Aiken of Vermont; Douglas of Illinois; Monroney of Okla-
homa; Morse of Oregon, and so on. They formed a cluster around
the young man and when he came to the point in his speech of
saying he was for the project, their mouths opened wide in sham-
surprise and admiration. He held a levee on the 'Senate floor for
several ‘minutes after he had concluded.

You might say this was also by way of initiating or accepting
young Kennedy into the club. Like the way in which college
students seek to pledge new students to their particular fraterni-
ties, the “liberals” rush a new Senator, They wine and dine him,
take him up to the mountain top and point out to him that the
future of the world lies with him; they will be glad to give him
guidance. When he was in the House, Young Kennedy went along
with the Republicans in the matter of the Taft-Hartley Act. But
over in the Senate it has been apparent for a long time that he
would wind up with the “liberals.”

The “progressives” were not as well supplied with money as
the “liberals.” They had as patrons the late Senator Jim Couzens,
who made millions when he sold out to Henry Ford, and the laté
Bronson Cutting of New Mexico. Cutting even left a handsomé
bequest to the two LaFollette boys, Bob and Phil.

But. the “liberals” have four: millionaires in their group:
Lehman, Murray, Green and Kennedy. You can imagine what a
catch the latter was for the “liberals.”

The master mind of the crowd is octogenarian Greén, although
Douglas considers himself the intellectual fountain. Green is
amazing to me in many ways. At committee hearings I have seen
every member asleep except him. He is always wide awake and
his questions to the witness waste no verbiage. He goes right to
the heart of the question. Douglas’ publicity portrays him as a
man ‘above the strife, a modern Diogenes. When he speaks- it is
supposed to be the answer.

“~'But now that he is up for reelection you otight“to- hear him
scream about raising income tax -exemptions up “to-$800 instead
of $600. This is considered sure-fire vote getting.

the stimulation of consumer .de-
mand arising from reduced taxes.
and the huge amount of liquid
assets in the hands of individuals.
The chain reaction of inventory
liquidation, to which the pes-
simists such as Colin Clark refer,
have been preceded in the past
by excessive speculation and by
tight credit conditions which have
precipitated a snowballing down-
ward spiral.

There is no evidence of the

presence of these circumstances .

today. On the contrary money
conditions are easy as reflected in
the sharp rise in bond prices and
the reduction in interest rates of:
the past six months. The prospect
is for continued monetary ease for
some time ahead. While easy -
money cannot of itself halt a de-

Continued on page 52

Personal Investment
~-‘Management Course

FREEPORT, Ill.—The Freeport
Chamber of Commerce is sponsor-
ing- a course in Personal Invest-
ment Management which is being
conducted by S. A. Sandeen & Co.
of Rockford. A great deal of in-
terest has been evinced in the
course which has. been running
since Feb. 2.

Additional
are:

“New Look in the Science of
Investing Money '(The Mutual In-
vestment Fund)” — Andrew G.
Weeks, Vance, Sanders & Co.—
March 9. '

“Utility Industry (Gas, Electric,
Telephone, Pipe Lines)”’—Phillip

lectures scheduled

Coleman, Duff & Phelps, Inc, —
March 16. '

“Discussion of Various Mutual
Funds in the Market”’—John Kas-
beer, Wellington Fund, Inec. —
March 23.

“Facing the Problems of Build-
ing an Estate’—Senator Marvin
F. Burt—March 30. -

“Panel Discussion of Investment
Problems”—Open forum—April 6.

The classes meet Tuesdays from
7:30 p.m. to 8:30 p.m.; registra-
tion fee $5.

With Carr & Company

(Special to THE FINANCIAL CHRONICLE)
DETROIT, Mich.—Paul A. White,
Jr., has become associated with
Carr & Company, Penobscot
Building, members of the Detroit
Stock Exchange.
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New Issues

-~ $107500000
- New Housing Authority Bonds

The Bonds of each issue will be secured: by a first pledge of annual contributions unconditionally payable pursuant to an Annual Contributions Contract between the Public

Housing Administration and the Local Public Agency. 1ssuing'said Bonds'in the opinions of bond counsel. Said annual contributions will.be payable directly to the fiscal agent of

said Local Public Agency in an @mount which, together with other funds of the Local Public: Agency which are actually available for such purpose, will be sufficient to pay the
‘ v s e v * ptincipal of and interest on the Bonds when due, * - - .o

-+ The United States Housing Act of l937.<iasf.éxm.ended, solemnly pledges the faith of the United States to the payment of the annual
: contributions by the Public Housing Administration pursuant to the aforesaid Annual Contributions Contracts.: - ‘

N

. -.Quotation’ froi an- opinion of 'the Hon. Herbert
Brownell, Jr., Attorney General of the United States,
.7 +.to The President of the United States,

'. .~ dated May 15, 1953:

“IN.SUMMARY, 1 AM OF THE VIEW THAT: * * * A CON-
TRACT TO PAY ANNUAL CONTRIBUTIONS'ENTERED
INTO BY THE PHAY IN CONFORMANCE WITH THE PRO-
VISIONS OF THE ACT? IS VALID AND BINDING UPON

- THE UNITED STATES, AND THAT THE FAITH OF THE
UNITED STATES HAS BEEN SOLEMNLY PLEDGED TO

' THE PAYMENT OF SUCH CONTRIBUTIONS IN THE SAME
TERMS ITS FAITH HAS BEEN PLEDGED TO THE PAY-
MENT OF ITS INTEREST-BEARING OBLIGATIONS.” -

1 Piblic Housing Adminiseratlon, 2 United States Hbusing Act of
1937, as amended.

Interest Exempt, in the opinion of counsel to the Underwriters, from Federal Income Taxes by the provisions of the
United States Housing Act of 1937, as amended. ’

Legal Investments, in the opinion of counsel to the Underwriters, for Savings Banks and Trust Funds in New York and certain other States;
except as hereinafter noted. .

The Bonds of the Municipal Housing Authority of Mayaguez, Puerto Rico are the only esception to the above statement on Legal Investments.

Bonds Issued by Local Public Agencies which are, or are located in:
2% Scale A : - 2%% Scale C ———— —————— 2%% Scale C

$ 1,515,000 Delaware County, Pennsylvania - $ 8,895,000 Camden, New Jersey : - % ff"’"“"“’d" ‘

1,125,000 Huntingdon County, Pennsylvania 12,420,000 Chicago, Illinois : o i

2y .‘ R " 5.775.000 Hawaiit

2,855,000 Scranton, Pennsylvania : 2,245,000 Cook County, Illinois

1,490,000  Washington County, Pennsylvania " 24,740,000 Detroit,.I\'Iichigan p ——— 214 Scale D 5
——————— 2%% Scale B ——————— 24,570,000. New York, N.Y, = . . $ 1,665,000 IHuntsville, Alabama
$ 4,390,000 Syracuse, New York 5,605,000 Paterson; New Jersey 8,555,000, . Mayagucz, Puerto Ricot

TThe Bcndl; and the interest thereon, of these particular. Local Public' Ageneies, in‘the opinion of counsel to the Underwriters; are isamune from taxation by the respective
States of the United States or the political sub-divisions thereof under the applicable decisions of the Supreme Court of the United States construing the Federal Constitution,

Maturities, Rates and Yields
Scale i Scale  Scale  Scale  Scale Scale Scale  Scale  Scale Scale  Scale  Scale
B C D A B C D A B c D A B C D

2%% 2%% %% 2%%. 2%% 2%%  2%% 2%% 2%% %% 2%% 2%%
C80% - 1965 1.50% 1.50% 1.60% 1.60% 1975 2.009 2.00% . 2.05% " 2.10%* 2409 2.45% 2.50%
.90 K ‘ 1966 1.55 1.55 = 1.65  1.70 1976 2.05  2.05 210 2.15 g 245 250 2.55
1.00 1967 1.60 1.60 170 ° 1.75 1977 210 210 215 2.20 - 245 250 255
1.10 1968 1.65 1.65 175 - 1.80 1978 215 215 220 2.25 - ggg ggg ;23
1.15 1969 170 170 189 - 1.85 1979 215 220 225 230 . 2% 35 ses
1.20 19707175 1.75* 1.85  1.90 1980 220 225 230 235 : 250 255 2.60
1.25 1971 1.80 1.80* 1.90 1.95*% 1981 2.20 2.30 2.35 2.40 2 2.55 2.60 2.65
1.30 1972 1.85  1.85* 1.95  2.00* 1982 225 235 2375 ° 245 > 255 260 - 2.65
1.35 1973 190 1.90*  2.00 - . 2.05* 1983 225 235 240 . 2.45 255 260 2.65
1.40 1974 195  1.95% 200  2.05* 1984 2.30 240 245 2,50 - 260 -

and accrued interest

*Yields to first call date on Scales B and D on maturities indicated.

The Bonds of each issue will be callable ten years from their date at a call price of 104 and accrued interest, and thereafter, at the times and call prices, as stated in the Offering Prospectus.

The Bonds are being offered, subject to award, when, as and if issued and received by us, and subject to approval of legality, with respect to each issue, by bond counsel to the underwriters. The
offering is not made hereby, but only by means of the Offering Prospectus, copies of which may be obtained from such of the undersigned and other underwriters as are registered dealers in this State.

Blyth & Co.,Inc. - Phelps, Fenn& Co.  Lehman Brothers ~ Goldman, Sachs & Co. ~ Harriman Ripley & Co. ~ Smith, Barney & Co. ~ Shields & Cnmpanf The First Boston Corporation ~ R. W. Pressprich & Co.

Incorporated

Drexel & Co.  Eastman, Dillon & Co. ~ Equitable Securities Corporation - - Merrill Lynch, Pierce, Fenner & Beane  Stone & Webster Securities Corporation ~ White, Weld & Co.  Bear, Stearns & Co.  Union Securities Corporation
A. C. Allyn and Company Alex. Brown & Sons ofin & Burr Estabrook & Co. - Ira Haupt & Co. Hemphill, Noyes & Co. Hornblower & Weeks Lee Higginson Corporation F. § Moseley & Co.

Incorporated Incorporated

Paine, Webber, Jackson & Curtis | Reynolds & Co. L. F. Rothschild & Co. ~ Schoellkopf, Hutton & Pomeroy, Isc.  American Securities Corporation  Bacon, Stevenson & Co. Bfaun; Bosworth & Co.  R. S. Dickson & Company

ncorporated Incorporated

Hirsch& Co.  Kean, Taylor & Co. ~ Wm. E. Pollock & Co., Inc. ~ Tucker, Anthony & Co. ~ Dean Witter & Co. ~ Wood, Struthers & Co.  Baxter, Williams & Co.  A. G, Becker & Co.

Incorporated

First of Michigan Corporation
Francis 1. duPont & Co. . Eldredge & Co.  Folger, Nolan—W. B. Hibbs & Co. Inc. ~ Geo. B. ({ibbons & Company ~ Gregory & Son  Hallgarten & Co. ~ E. F. Hutton & Company  W. E. Hutton & Co.

ncorporated Incorporated

F. 8. Smithers & Co. William R. Staats & Co. Stern Brothers & Co. Stroud & Comdpany Chas. E. Weigold & Co.

Incorporate: Incorporated

Byrne and Phelps

Incorporated

McDonald & Company Laurence M. Marks & Co. Roosevelt & Cross

Incorporated

Incorporated

March 3, 1954,
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[ Dealer-Broker Investment
Recommendations & Literature

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

Automobile-Auto Accessory Industry—Report of findings as
result of trip through centers of the automobile, automobile
accessory and rubber industries—Stern, Frank, Meyer & Fox,
Union Bank Bldg., Los Angeles 14, Calif.

Bull or Bear Market?—Comparison of stocks in the Dow Jones
industrial average 1949 and 1954—Dreyfus & Co., 50 Broad-
way, New York 4, N. Y.

Insurance Stocks—Comparative figures for 12 months ended
Dec. 31, 1953—Geyer & Co., Incorporated, 63 Wall Street,
New York 5, N. Y.

Investment Opportunities in Japan—Circular—Yamaichi Secu~
rities Co., Ltd., 111 Broadway, New York 7, N. Y.

Machine Tool Industry — Data with particular reference to
Niles-Bement-Pond—Stanley Heller & Co., 30 Pine Street,
New York 5, N. Y. )

Municipal Bonds—Bulletin—New York Hanseatic Corporation,
120 Broadway, New York 5, 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.

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 ithe 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. :

Publiec Utility Common Stocks—Comparative figures—G. A.
Saxton & Co., Inc., 70 Pine Street, New York 5 N. Y.

Pulp Industry in Japan—Analysis in current issue of Nomura’s
Investors Beacon—Nomura Securities Co., Ltd., 61 Broadway,
New York 6, N. Y. Also in the same issue are analyses of
the Electric Wire and Cable Industry and Spinning Industry
and discussions of Investment Trusts in Japanese Economy
and current foreign trade.

Railroad Income Bonds—Comparison for 1953—Vilas & Hickey,
49 Wall Street, New York 5, N. Y.

Supermarkets—Bulletin—Ralph E. Samuel & Co., 115 Broad-
way, New York 6, N. Y.

* * L] L]

Aluminium Limited—Data—Ross, Knowles & Co., 330 Bay
Street, Toronto 1, Ont., Canada. Also available are data on
Bell Telephone Co. of Canada, General Dynamics Corpora-
tion, Genera} Motors Acceptance Corp. of Canada, Ontario
Jockey Club Ltd, Canadian Investment Fund, and Power
Corporation of Canada Ltd.

American Enka Corporation—25th Annual Report—-—Américan
_ Enka Corporation, 206 Madison Avenue, New York, N. Y.
Attapulgus Minerals & Chemicals Corp. — Report — Troster,
Singer & Co., 74 Trinity Place, New York 6, N. Y.
California School District Bonds — Analysis — Kaiser & Co.,
Russ Building, San Francisco 4, Calif.

Continental Baking—Memorandum—Hirsch & Co., 25 Broad
Street, New York 4, N. Y. Also available are memoranda
on Tennessee Gas Transmission and Sunray Oil.

Continental Casualty Company — Analysis — William Blair &
Corr.many,. 135 South La Salle Street, Chicago 3, IIl. Also
available is an analysis of Continental Assurance Company.

Cross Company—Bulletin—Grimm & Co., 44 Wall Street, New
York 5, N. Y.

Detrqit Edislon Company—Annual Report—Treasurer, Detroit
Edispn Company, 2000 Second Avenue, Detroit 26, Mich.
Eastern Industries,

tion, 100 Broadway, New York 5, N. Y.

Electric Bond & Share Co.—Review—Sutro Bros. & Co., 120
Broadway, New York 5, N. Y. Also available is a review
of Western Pacific Railroad Co.

Foote Burt Company—Analysis—Aetna Securities Corporation,
111 Broadway, New York 6, N. Y. Also available is a memo-
randum on Lea Fabrics, Inc.

Foremost Dairies, Inc.—Memorandum—Paine, Webber, Jackson
& Curtis, 25 Broad Street; New York 4, N. Y.

International Telephone & Telegraph Corp.—Memorandum—

Herzfeld & Stern, 30 Broad Street, New York 4, N, Y.

Lynchburg Foundry Company, lnc.-wAnalysis—Strader, Taylor
& Co., Inc., Peoples National Bank Building, Lynchburg, Va.

The Commercial and Financial Chronicle , . . Thursday, March 4, 1954

" Marathon Corp,—Memorandum—Smith, Barney & Co., 14 Wall
.-Street, New York.5,.N. Y. {. ¢ Ao w1
Maysville, Ky. General Obligation Floedwall Bonds—Bulletin
—>Stein Bros. & Boyce, Starks Building Arcade, Louisville
2, Ky.

Metropolitan Life Insurance Co.—Annual Report—Metropoli-
tan Life Insurance Co., 1 Madison Avenue, New York 10,
New York.

Minute Maid C;eroration — Analysis — Nauman, McFawn &
Company, Ford Building, Detroit 26, Mich. .

Missouri Pacific—Analysis of reorganization plan—H. Hentz
& Co., 60 Beaver Street, New York 4, N, Y.

New York Central Railroad Co. — Memorandum — Wm. M.
Rosenbaum & Co., 285 Madison Avenue, New York 17, N. Y.

Noranda Oil Corp.—Progress Report—B. S. Lichtenstein and
Company, 99 Wall Street, New York 5, N. Y.

Ohio Oil Co. — Memorandum — Hemphill, Noyes & Co., 15
Broad Street, New York 5, N. Y.

Chas. Pfizer & Co. — Brief analysis in the current issue of
“Gleanings”—Francis 1. du Pont & Co., 1 Wall Street, New
York 5, N. Y. Also in the same issue 1s a brief analysis of
American Airlines and a list of Quarter Century Dividend
Payers.

Public Service of New Hampshire—Review—Ira Haupt & Co.,
111 Broadway, New York 6, N. Y.

Puget Sound Power & Light Corp.—Analysis—Ira Haupt &
Co., 111 Broadway, New York 5, N. Y. ;

. Radio Corporation of America—7-Page Analysis Plus Current

“Investment Report”— $2.50—Dept. . R-K, Arthur Wiesen-

Inc.—Bulletin—deWitt Conklin Organiza-

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

Remington Rand, Inc.—Analysis—Van Alstyne, Noel & Co., 52
Wall Street, New York 5, N. Y.

Riverside Cement Company—Analysis—ask for report T-31—

Lerner & Co., 10 Post Office Square, Boston 9, M

Scott & Williams, Inc.—Analysis—May & Gannon, Inc., 161
Devonshire Street, Boston 10, Mass.

Seaboard Air Line Railroad Company—1953 Annual Report—
W. F. Cummings, Secretary, Seaboard Air Line Railroad

Company, Norfolk 10, Va.

Silverwood Dairies—Bulletin—R. A. Daly & Co., 44 King

Street, West, Toronto, Ont.,

Canada.

Snyder Tool & Engineering Co.—Card memorandum—Baker,
Simonds & Co., Buhl Building, Detroit 26, Mich.

Tele-Trip Policy, Inc.—Circular—Heimerdinger & Straus, 50
Y .

Broad Street, New York 4, N

U. S. Steel Corp.—Memorandum—Coffin & Burr, Incorporated,

60 State Street, Boston 9,

Mass.

COMING
EVENTS

In Investment Field

Apr, 29-30, 1954 (St. Louis, Mo.)

St. Louis Municipal Dealers
Group annual outing.

May 7, 1954 (New York City)
Security Traders Association of

New York annual dinner at the
Waldorf-Astoria.

May 9-11, 1954 (Dallas, Tex.)
Texas Group Investment Bank-

ers Association 19th Annual Meet-

ing.

May 12-14, 1954 (Boston, Mass.)
Board of Governors of Associa-

tion of Stock Exchange Firms
meeting,

May 16-20, 1954 (Chicago, IIL)

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.

June 11, 1954 (New York City)
Municipal Bond Club of New
York 21st annual outing at West-

chester Country Club: and.Beach
Club, Rye, N. Y. : ’

Late Progress Report on—

- . Attapulgus. Minerals &
Chemicals Corporation

i

- TROSTER, SINGER & Co.

- HA 2-

Members: N. ‘Y, Security Dealers Association
2400

NY 1.~
74 Trinity Place, New York 6, N. Y.

Mo Secvitics
@o., Ttd,

Member N.A.S.D.
Broker and Deadler

Material and Consultation
on -
Japanese Stocks and Bonds
without obligation
61 Broadway, New Yark 6, N. Y.

Tel.: BOwling' Green 9-0187
Head Office Tokyo

»

Amendments to SEG
Laws 0K’d by Senate

New measure would exempt new
security issues under $500,000
from SEC regulation, and makes
it easier for securities salesmen
to make available information
about a new issue before effec-
tive date of registration.

On March 2, the U. S. Senate,
on a calendar call, without being
brought to vote passed a bill pro-
viding for amendments of Secu-
rities and Exchange Acts.

The bill raises from $300,000 to
$500,000 the amount of new se-
curities issues exempt from full
Securities and Exchange Commis-
sion regulation.

It also makes a number of other
minor liberalizing changes in the
securities laws. Besides raising
the exempt issue limit, the. bill
would also make it easier for
securities salesmen to make avail-
able information about a new
issue before the effective date of
registration.

During a calendar call a bill is
passed simply by number provid-
ing no Senator objects. The lack
of opposition indicates easy pas-
sage of the measure in the House.

P S

Formal Opening

ST. PETERSBURG, Fla. —

McCleary & Co., Inc.,, member of

the New York Stock Exchange,

has announced the formal opening

of its office at 556 Central Avenue.

The new firm is successor to the
Florida Securities Co.

Two With Sutro Co.

(Special to THE FINANCIAL CHRONICLE) '

S AN FRANCISCO, Calif. —
Robert S. Borovoy: and John W.
Shaw have "become associated
with Sutro & Co., . 407 “Mont-
gomery Street, members of the
New York and San Francisco
Stock Exchanges,

" Arnold Feldman Go.

Formed in New York

The formation of the new in-
vestment firm of Arnold Feldman
Company, to
be located at
120 Broadway,
NewYork,
was an -
nounced
March 1.

Mr. Feld-
man, the prin-
cipal, has beent
connected
with the
investment
business since -
1920. He was
in pa Iit }-e—
sponsible for
Arnold Feldman forming
Vought & Co., later becoming its
President. Recently, he had been
with Stieglitz & Co., for almost
two years as a general partner.

337 Million Issue of
W. Virginia Turnpike
Bond Financing Near ;

By EDWIN L. BECK

Bear; Stearns & .Co. and Byrne |
and Phelps are negotiating the
sale of $37,000,000 West Virginia
Turnpike bonds and present indi-
cations are that the offering will
be made March 8.

The issue is dated March 1, 1952,
will mature December, 1989,. and
is in addition to the original of-
fering of $96,000,000 334 % sold
about two years ago and is of the
same series. The bonds are tax °
exempt. y

Additional funds from the sale
of the $37,000,000 issue are to be
used to complete the 88-mile proj-
ect which cuts through the heart
of the rugged West Virginia
mountains providing a high speed
traffic artery with maximum
grades of less than 5%. Opening
is set for Aug. 1, this summer.

Factors responsible for increased
construction costs were unfore-
seen earth and rock slides, grow-
ing costs of right of way, addi-
tional costs of basic material
removal preparatory for later
four-lane building, and litigation

The additional issue of bonds
is secured wholly from tolls and
other revenues from operations.

This newest toll turnpike wiHl
be the first link in a north-south
traffic artery from the central
Great Lakes area through Ohio,
West Virginia, Virginia and North
Carolina to the rich Piedmont
area of the Carolinas, Georgia and
Florida.

Enabling legislation is in process
in Virginia for g turnpike com-—
mission in that State, and North
Carolina and Ohio are legally in
position to build connecting thru-
ways.

The badly needed north-south
turnpike seems at last to be
emerging from the dream stage
into a fast-approaching reality

-under’ “the ' leadership of - West -

McCleary Announces -

Virginia.

A Coirection on Views
Of Girard L. Spencer
On Inl. Rale Trend

In the article on the “Supply
and Demand for Investment Funds
during 1954,” in the issue of the
“Chronicle” of Feb. 25, on page 10,

-it was stated'in the headline sec-
‘ + tien that Mr.  Girard Spencer, the
. author, saw “little prospect of any

lowering of interest rates.” This is
an error, -as. Mr.- Spencer’s, state- =:
ment ‘was that his figures rg;chc?te i
there is “little prospect of any in-—
crease and a distinct possibility of
a further lowering in-the level of
interest rates.” g
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Color Television
By E. A. HOLSTEN*

General Merchandising Manager, Motorola, Inc.

Predicting color in television will come late in 1955, and will
be used alomg with the present black-and-white system,
Mr. Holsten describes the technique of color television and
reveals color television problems from standpoint of both

manufacturer and broadcaster.

Mentions high costs today of

color television sets, and points out television broadcast’s need
of trained mecharics to do the servicing. Foresees great ex-
pense of commercial color television limiting programming
and concludes programs will emanate mainly from New York

and Hollywood.

During the last couple of
months, you have probably read

most of the articles in the trade’

-press and public press on color
television and probably many of
them have developed some con-
fusion in your minds because
you have had no actual operating
‘experience of color with which to
compare.

We realize also that from now

- until the time- that you actually
have color sets operating in your
territories, you. will have to an-
-swer many questions for your cus-
.tomers and we want you to have
all the- information. possible to
-answer them correetly.

We are confident that Motorola
:occupies a very strong engineering
position in this new color art. We
-have been werking intensely on
.color since early 1949 and in
JApril, 1950 we installed and began
operating the first flying spot
color scanner in the industry
(other than RCA).

A color scanner is a very large
piece of equipment that transmits
color pictures and test patterns
for use in the laboratory.

During the entire period that
-the compatible system was being
‘developed, evaluated, and field
tested by NTSC, Motorola engi-
neers were members of every im-
portant committee and partici-
pated. in every field test con-
ducted.

Motorola’s performance was also
“among the best at the FCC show-
ing in New York last October, so
Motorola engineering is well pre-
pared to meet this new challenge
of color television,

New Terms Used in TV

With the coming ef color TV,
you will begin to hear many new
terms that you have never heard

“before and they may sound very
mysterious to you at first, but
-they are all quite descriptive and
should be helpful in understand-
ing the color business a little
better. Let’s run down through
some of them.

Red, Blue and Green Gun: These
‘are merely designations of the
" position of each one of the elec-

tron guns that are located to form
a triangle in the neck of the tube.

Each gun shoots the same kind

of electrons at the screen, but they
are so controlled that those com-
ing out of a given gun only hit
one color of phosphor dots on the
" screen and cause it to light up in
one of the three primary colors,
red, blue or green.

Therefore, the color exists only
in the phosphor and the guns
could just as easily be designated
No. 1,2 and 3, or A, B, and C.

Aperture Mask: This is a per-
forated metal plate or screen,
located between the guns and the
phosphors with- the holes ' geo-

. metrically positioned as related to
- the phosphor dots, so the electrons
" from the red gun can only strike
red phosphor dots, the electrons
. from the green guns the green
*A talk by Mr. Holsten before a group

of retail radio and television dealers,
: "‘ng;iton. Texas, Jan, 21, 1954,

dots, electrons from the blue gun
the blue dots.

Color Plate: This is a flat glass
plate positioned about one-half
inch forward from the aperture
mask and having the red, blue and
green phosphor dots applied to it
in regular geometric patterns.

Triads: A triad consists of three
dots of phosphor; namely, red,
blue, and green, positioned in a
triangle, and this pattern is re-
peated all over on the color plate.
A single triad of dots is called one
picture element.

Three Gun Tube: This indenti-
fies the type of color tube where
three guns are used instead of
one,

Color Pack: This identifies the
mechanical assembly of the color
plate, the aperture mask and the
frame which supports and
properly separates them and this
whole assembly is finally placed
inside of the color tube.

Focus Mask: This is a type of
mask that is used as a part of the
color pack in the Lawrence type
of tube which I will discuss later.

Monechrome: Now that we have
color we are using this term to
identify the type of set that we
used to call a black and white
set, or a black and white trans-
mission.

Chroma: Chroma in a color set
is the relation of the primary
colors to each other and to the
shades of gray as we have ob-
served them in the past on a
black and white, or monochrome
receiver.

Color Fringing: This is merely
mis-registry of the colors and it
shows up in a similar fashion to
mis-registry of colors in printing
such as in the Sunday color sup-
plements of the newspaper as you
have all observed.

It is usually more noticeable
around one edge of an object in
the picture than in the center of '
the object itself. - .

Color Saturation: This is the
amount of each one of the primary
colors that is used in the picture.
For example, if you have an ob-
ject showing a true red and the
exact red of the primary color,
you would have the greatest de-
gree of red saturation; the same in
the green, or blue. )

But to get all of the other colors
in the spectrum and delicate mix-
tures of them such as in flesh
tones, the three primaries are
diluted and mixed to accomplish
that color or tone, therefore, their
degree of saturation is reduced.

Dynamic Convergence: Since in
a three gun' tube, each gun is
supposed to light up only its
respective color of phosphor dots,
it must be focused accurately and
individually.

Then, after that the beams of all
three guns have to be converged
on the same hole in the mask, so
that all colors come out true in
each triad, or picture element,
and so that when you are viewing
a monochrome, or black and white
transmission on a color receiver
that it remains essentially black
and white and does not get'into
weird shades of greens, purples,
red, etc. :

Because the convergence angle
is constantly changing as the beam

sweeps across the face of the tube,
it has to be corrected electrically,
therefore, the term dynamic con-
vergence.

This simple glossary of terms
that you will be hearing and us-
ing more and more as you move
into color will help you in an-
alyzing and discussing color pic-
tures and picture tubes. There, of
course, are many, many more, but
we can leave most of ‘the others
to the servicemen and engineers;
at least for the time being.

Types of Color Television

And now with the help of these
terms, I would like to give you

-all the information I can on the

new color picture tubes.

There are three important types
that are known today.

The first is the RCA three gun
tube  which you have heard the
most about.

The second is the CBS-Hytron
three gun tube. .

The third is the Lawrence, or
sometimes called the chromatron
ube,

Each of these three tubes at
the present time has some good
points, but unfortunately each
one of them also has some very
serious problems connected with
it.

No single one of the three has
such a high ratio of good points
to bad as to completely outshine
the other two, and probably for
the next several months you’ll be
hearing and seeing a lot of pub-
licity put out by the exponents of
each, and particularly since you
will be seeing all three types in
color receivers introduced on the
market.

Of the three, we feel that the
RCA type of color tube shows the
greatest immediate promise, pri-
marily because it will be in the
best supply during the first half
of 1954. I'd like to discuss these
tubes in greater detail with the
help of some slides. ‘

On the upper part of this slide
you see a simple diagram of how
the RCA tube works, and below

it a cross section of the tubes. Its.

major elements consist of three
election guns, an aperture mask,
and the coior plate.

As you will obscrve in the dia-
gram, taree guns are assembled
in a triangular cluster and shoot
their beams through the holes in
the aperture masx to illuminate
the tiny dots of phosphor on the
color plate.

These color dots are arranged
in a triangular pattern, or triad,
consisting of a red, blue and green
dot and this pattern is- repeated
continuously over the eniire pic-
ture area. There are about 200,000
holes in the aperture mask anu
the same number of triads con-
sisting of three dots eaca, or 6u0;~
0090 color dots. .

This means that if you could
place your eye in the same posi-
tion as the red gun and look
through the aperture mask, you
would see nothing but red phos-
phor dots with the blue and green
dots being shadowed, or masked
by the metal screen. '

If you then moved your eye to
the position of the green gun, you
would see only green dots, and
the blue gun, blue dots.

Since all other colors in - the
spectrum : can be developed by
combinations of the three primary.
colors, and since brightness which
is the other important considera-
tion can be accomplished by in-
creasing the number of electrons
emitted from any gun, at any in-
stant, the two in combination
can develop a full color picture
that is pleasing to the eye.

At the bottom of the slide, the
cross section view shows the rel-
ative position of the aperture
mask and color plate assembled
together to make the complete
color pack, and the general rela-
tionship of it to the tube face and
the rest of the tube envelope.

The RCA type of tube has the
characteristic of good definition,
or resolution, and, therefore, has
the ability to reproduce extremely
fine detail in pictorial composition;

(985) 9

and even though it is an ex-
tremely ditficult tube to manu-
facture, tuey have had enough of
a head.start on the other fellows
so that their type of tubes are in
greater suppiy today than any
other. .

Along with these good qualities,
there are some that can be con-
sidered bad. For example, the
color pack is a heavy, complicated
assembly, weighing six pounds
and it has to be assembled with
an unusual degree of mechanical
accuracy. It is located well be-
hind the front face of the tube
and, therefore, the viewing angle
is restricted. Also, there is a lot
of space consumed in the tube
with this big mechanical struc-
ture and the picture area is the
equivalent of a 12% inch mono-
chrome tube, yet the envelope
required is 15 inches in diameter.

All of these things make for a
very high manufacturing cost, at
least in its present stage of pro-
duction.

The next tube is the one re-
cently announced by CBS-Hytron.
This tube uses exactly the same
basic theory of operation as the
RCA type of tube; in fact, it is
designed to be completely inter-"
changeable with it. The greatest
difference is exhibited in the in-
ternal structure as is shown on
the cross section view of it.

The same three gun structure is
used, but the aperture mask is die
formed into a pillow shape which
even though it is very thin and
fragile, develops rigidity through
the curvature just as an egg shell
does, and the heavy color plate is
completely °eliminated because
CBS has developed a process of
applying the little triads of phos-
phor dots to the inner face of the
tube—so that the picture appears
on the tube face just as it does on
today’s monochrome tubes.

This also permits a slightly
larger picture as they have some
quarter of a million aperture holes .

Continued on page 40
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The Shape of Things to Come

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

Asserting “our prospects are good,”” executive of largest steel
producer points to an abundance of the raw materizls out of

which leadership can fashion

the sbape of things to come.

Reveals construction program of U. S. Steel Corporation and
looks for increase in national population as factor in expanding
our economy. Cites great construction projects in nation as
basis for continued business activity. Finds new encourage-
ment to free enterprise and business initiative. Calls for co-
operation, not conflict, between labor, management and capital,
and refers to attempted nationalization of the steel industry
“as a Socialistic scar.”

United States Steel is a pro-
ducer and fabricator of steel, and
I would be a poor salesman, in-
deed, if I did not mention this to
an assemblage
that repre-
sents the larg-
est wuser of
steel in the
nation. We
have some im-
portant opera-
tions here on
the West
Coast which
are perform-
ing an out-
standing job
in keeping
pace with the
expansion and
developient
of the West. There is no char-

Clifford F. Hood

‘acteristic inherent in man that re-

ceives wider expression than the
desire to build. That is why I
looked forward to this opportunity
to talk to America’s Associated
General Contractors. Some of us
follow occupations in manufactur-
ing, merchandising and servicing,
others pursue the professions or
arts, But all of these fall within
the category of what might be
called acquired characteristics,

which are trained-into us or fit
our individual personalities. In
the sphere of construction, how-
ever, a person can give expres-
sion to the oldest instinct to be
found in man—the desire to build.
It is not essentially an acquired
trait. It has been a part of man
from the beginning. In the sec-
ond generation of man, Cain be-
came the first contractor when he
built the first city, Many won-

*An address by Mr. Hood at the 35th
Annual Convention of the Associated
General Contractors of America, Inc.,, Los
Angeles, Cal., March 1, 1954.

ders have appeared in succeeding
ages—the pyramids, the Colossus
of Rhodes, the Aqueducts of
Rome. Today, the art of building
has reached its apex in this na-
tion.

Many of us here who were
youngsters at the turn of the cen-
tury will recall the simple A B C
building blocks that were famil-
iar to every household. The
buildings, the bridges and the
castles that took shape on Amer-
ica’s parlor floors in those days
merely foretold an age to come—
and it is here with us now in an
array that somehow astounds the
builders themselves, even more
thah their first, uncertain, child-
like creations.

This performance will be re-
peated over and over again, To-
day’s erector sets, and scale-model
construction equipment might
turn youngsters of another gen-
eration to tomorrow’s engineering
and construction accomplishments.
The boy who constructs a bridge
or a building on the living room
floor today may well be con-
structing an atomic reactor to-
morrow, or the lad who digs a
road in the flower garden this
summer, may well be laying high-
ways across the nation in some
not-too-distant summer.

Actually, despite the wonders
and so-called culture of the past,
the world had seen little of what
was possible on a highly concen-
trated basis until we started to
move ahead in this nation.

There is something inherent in
the American mind, I believe,
that makes us inquisitive as well
as construptive. Some years ago,
we read.‘an account of an Ameri-
can ‘who was-visiting in Switzer-
land. Sitting in the lobby of his
hotel one evening, he watched an

Austrian boy who was attracted

The Commercial and Financial Chronicle . . . Thursday, March 4, 1954
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By DOUGLAS SEAMAN COLE* ’
Consul General ¢f Canada, Chicago,‘lll.

was to sit down and pick out a
simple melody on the keyboard.
An American boy, hearing the
notes of the piano, was attracted
in the same direction. But as the
author of the story watched, the
American boy’s first interest was

- not in the keyboard. Instead, he

lifted the top of the piano to see
what “made it tick.” '

But what will all this imagina-
tive ability and know-how mean
in the future. What will the com-
ing generation accomplish, with
all their technology and technical
skills unless they work in an at-
mosphere that is economically and
politically favorable. This, gen-
tlemen, is the great question con-
fronting us.

The construction industry has
just completed the biggest year in
its history. We all know that you
are mighty proud of the fact that
you contributed more than. $34
billion worth of activity in new
construction alone to the national
economy last year. But 1953 is

 history. Its graphs, trends and re-

sults have been recorded, and
while the récords may have been
outstanding by most standards,
they remain merely a measure of
what was accomplished.

In many respects, tkerefore, the
past is prologue to the immediate
present and future. Some of last
year’s accomplishments were due
no doubt to a basic change in the
economic atmosphere. And this
should result in the infusion- of
new spirit in the leadership forces
of the nation. ‘

For the present, however, we
have the economic momentum of
large capital investment in new
plants and equipment. There are
indications that projects now un-
derway or ear-marked for the
future will triple the toll road
system of the United States, Ex-
penditures by industry and gov-
ernment for research will con-
tinue to be high, but the bright-
est picture centers around the
estimates of construction contract
awards for the coming year. These
indicate another $34 billion ex-
penditure, and if the estimators
are off in their calculations. as

they were is 1953, this figure:

could well approach $36 billion.
Our Prospects Are Good
In other words, it might be said
that our prospects are good. At
. Continued on page 53
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- by Canadians themselves.

. Stressing Canada’s rize in the cconcmic scale as an independ-

ent nafion, Mr. Cole discusses:

(1) reasons for present

enormous expansion.i1 the Canadian economy; (2) the exist-
ing situa’ion, and (3) the fulure cutiock for Canadian eon-
omy. . Holds Canada’s deci ions in respect to fiscal and mone-
tary policies have worked out satisfactorily, and Canadian
Government favors reducing internaticnal trade barriers. Lays
present premium on Canadian dollar te: (1) continu>d inflow
of U. S. capital, and (2) policy of U. S. parent companies
to reinvest subsidiari>s’ profits in Canada. - Conclud2s Can-
ada’s future progress depends largely upon retention of a
flexible, adaptable econsmy, with eferts to enlarge trade with
United States and other countries.

In terms of history, it is but a
very short time since it was popu-
larly * considered in the United
States that Canada was a depend-
ency of Great
Britain, popu-
lated to some
degree by In-
dians and Es-
kimos, pro-
tected by the
Royal Cana-
dian Mounted
rotice who al-
ways got their
man, the home
of the Dionne
quintuplets,
and with local
color consist-
ing of trappers
on snowshoes
living in the dreary land of the
midnight - sun. Certainly many
movies produced in Hollvwood in
the past decade would give <ome
credence to this viewpoint, Never-
theless, the truth of the matter
is that slowly but surely Canada
is becoming a land of tremendous
agricultural, mineral and indus-
trial wealth, populated by 15 mil-
lion people of diverse races who
have by their own efforts moulded
themselves into a nation.

In the early days of Canada’s
nationhood, at the time of Con-
federation, a Canadian economist
described my country as an arti-
ficial contrivance put together in
defiance of geography and eco-

Yodg.as we vuie

nomic interest and kept together- -

by perverse stupidity of a people
who refuse to recognize realities.
If one.be fond of alliteration, it is
a victory of mind over matter and
a triumph of heart over head. To-
day, the gawky youngster towards
the north,” with the problems of
youth still present but:witn the
new-found - contfidence  of immi-
-nent ‘maturity, has emerged by
virtue of his own efforts to be
greeted with international recog-
nition abroad- almost sooner than
For
‘Canadians, on' the whole, are a
very conservative- people ‘and
many of them would’ probably

- agree with Harold Laski’s won-
" derful, but unkind, definition of

a true liberal as a man who has

" both feet firmly planted in mid-

air. But we have still the problems

.- of a growing youth— a youth with
- French blood in his veins, brought,

- up by British  parents, -strongly

. influenced by the big boy next

door to the south, and trying to

- reach manhood - without a split
- personality. When he does reach

it, he "is generally a bilingual

“Canadian, speaking English with
-~what you would describe as .a
- Midwest accent. 4

The Aspects of Canada’s
Economy

~ For reasons of brevity and clar-
ity, .I. shall - break - down this
thumbnail talk on the Canadian
economy into three parts:

(1) The reasons for-the present
enormous expansion of the Cana-

.~ dian economy.

. *An address by Consul General Cole at
-the World Trade Conference-of the Chi-
cago Association of .Commeérce and In-

- - "dustry and the  Export -Managers Club

of Chicago, Chicago,.Ill.,. Feb, 23, 1954.

(2) The existing economic situ-
ation in the spring of 1954.
(3) The future of Canada.

(1) The Reasons for the Present
Enormous Expansion of the
Canadian Economy,’

With regard to point (1), as to

what lies behind this great for-
ward surge of Canadian national

¢ output and development, much of

which is known to you, I would
say that in a sense.it was inevi-
table and only awaited a favor-
able conjuncture of events. The
potentialities were in my country
from the beginning, as was recog-
nized by Sir Wilfrid Laurier, one
of our most distinguished Prime
Ministers, when he predicted many
years ago that the twentieth cen-
tury would be Canada’s century.
The Second World War gave the
initial - push forward along the
road to industralization. Contrary
to pessimistic - forecasts, postwar.
demands, both at home and
abroad, sustained the economy at
a high level of activity. Before
the postwar period of reconstruc-
tion and reconversion had ended,
discoveries were made of vast re-
sources of oil, iron-ore, uranium,
nickel and other minerals. Then
came Korea and. the consequent
rearmament effort that created
urgent new demands for many of
the essential materials produced
by Canada and that made it nec-
essary to establish important new
industries to meet the' defense
needs of the free world. '
While under these -conditions,
Canada was bound to advance,.I ..
suggest to you that it'is neeessary
to look deeper for the full expla-
nation of the remarkable:progress
that. has been made.. There was
more 10 it than a favorable set of
circumstances. The Canadian peo-
ple have held a 'good hand of
cards, but in my- judgment they
have also played them well. ‘

- I say this because I, believe that
there are some lessons to .be
learned - from  our- recent -experi-
ence which may be useful for the
future. s

I would underline that. these
great advances in ‘material well-

.being have been attained within

a framework . of - free enterprise
and free. competition. Much is
made by Communist countries of
their five-year plans. Because of
the Iron Curtain, none  of us
knows' what .-has -actually- taken
place . in those ‘countries.” But ‘I
would stake my reputation . that
they ‘have not surpassed the rec-
ords established by Canada, whefe
people. .make their own-- plans
within ‘the limits of the law.
These terms “free enterprise”
and “competition” are'hackneyed
phrases. I use them at-this time '
because I believe that they do
describe pretty accurately the sort
of. conditions that have prevailed
in Canada in recent years. I might
express the point I have in mind
in another-way. The expansion of

- this country has not been directed

by governments. It is not the re-
sult of subsidies or artificial stim-
ulation. It is not of the “hot-
house” variety, hiding behind new
trade barriers and unable to meet
world -competition. On" the- cori-
trary, it is.the result, in the main, -

“. " Continued on. page- 60 -
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Current Recession More Serious
Than Inventory Trimming

By EDWIN G. NOURSE*
Formerly Chairman, President’s Economic Advisers

Former Economic Adviser to the President holds present reces- -
sion is much more fundamental than mere inventory trimming;
that adequate grounds do not exist for counting on a second- or
third-quarter recovery, and that remedies against further down-
turn, though impressive, are as yet unproven and quite difficult

of application. -

Reviews ‘conditions leading up to -present-

situation, and says what is now required is “Operation Big

Switch.” - Holds shortcoming: of President’s- Economic Report

is that it is devoted primarily to Government fiscal.and mone-

tary policies, and not to price-making, wage-paying, merchan-

dizing effort, investment programs, and maintenance of
consumer buying.

I wish to preface my comment
on the Economic Report proper by
making a brief observation about
Appendix D. which is the text of
Reorganiza-
" tion Plan No.
- 9, sent to the
Congress from
the White
House on
© June 1, 1953.
* In' this mes-
sage (p. 135 of
the ' Economic
Report), Pres-
ident Eisen-
hower refers
to the Em-
ployment Act
of 1946 as re-
flecting the
. “determina-
. tion of the Congres to help de-
velop a strong economy in the
. United States”—strong because it
is ‘a free economy, a stable ecor-
' omy, an expanding economy, and

a humane economy. Thereupon
the President continues, “I believe
in the basic principles of the Em-
ployment Act, and it is my pur-
pose to take the appropriate ac-
‘ tions to reinvigorate and make
" more effective the operations of
the Council of Economic Advisers.
Our needs for proper advice on
economic matters are equaled only
by our needs to have the very
- best advice and plannmg on mat-
‘ters of national security.”

I think I may speak for the
economics profession in express-
ing - gratification over this deci-
sion, the outstanding qualifications
of the persons selected by the
President for this reconstituted
- Council of Economic Advisers, and
- the high professional quality of
the President’s report to which
they have made the major con-
tribution. I could easily spend
the whole of my alloted time in
praise of its workmanship and in
underscpring points made in it
which I believe are sound. and
important.

But the purpose of these panels
organized by the Joint Committee
- is, as I understand it, to take a
fresh and independent look at the
‘economic situation of the countiry
and means of strengthening it and
+ particularly of getting as full con-
sideration as possible -of alterna-
tive interpretations and emphases.
“In a multitude of counsellors,
there is wisdom.”

I turn, therefore, to the sub-
stance of the President’s Report
itself. Its message to the Commit-
tee, the Congress, and the country
may be briefly summarized in
< three categoncal statements: (1)
The economy is essentlally sound
and at the present time is under-
going only a mild inventory ad-
justment. (2) The foreseeable
trend of this adjustment gives
reasonable hope of its completion
within a very few months and a
- resumption of high-level prosper-
ity and vigorous economic growth
before the end of the present cal-
endar year. (3) If a trend toward

Edwin G, Nourse

P

*A statement by Dr. Nourse at the
panel discussion covering the general
appraisal of the economic outlook and
the President’s economlc recommenda-
tions, Washington, D. C., Feb. 18, 1954.

more serious recession, not now
foreseeable, should develop, the
Administration has adequate
means of stopping or reversing
such a trend, has an understand-
ing of how to make these recov-
ery measures effective, and has a

determination to use such means .
- promptly and vigorously. '

The Recession Is Not Merely
Inventory Trimming

In a spirit of completely non-
partisan economic analysis, I shall

undertake- to raise some issues i 7
which seem. to me to be involved .
. in these three propositions and.to *

suggest some qualifications which

I believe should have the thought-. * "

ful consideration of this commit-

tee. I suggest (1) that the eco- .-
nomic readjustment begun in the |
-latter part of 1953 is much more
fundamental than mere inventory --

trimming, (2) that we do not have
adequate grounds for counting on

a second- or third-quarter recov-:
ery, and (3) that remedies against -

further downturn though impres-
sive are as yet unproven and quxte
difticult of application,

(1) I subscribe fully to  the
proposition- that our economy has
resources of almost fabulous rich-

ness and that our long-run pros- '

pects are indeed bright. It seems
to me evident also that our econ-

omy is basically sound, freed of
many weaknesses that existed in "

1929, and with important built-in
stabilizers like unemployment in-
surance, bank deposit (and mort-
gage) guarantees, and farm price
supports. But these are at best
pills and poultices. The mainte-
nance of full health and economic
vigor depends on the basic me-

tabolism of.the body economic or - -

the balance between our capacity
to produce and our ability to dis-
tribute that product in the com-
mercial market. The fact that an
inventory problem made its ap-
pearance ‘in 1953 indicates 'that
productive capacity had begun to
outrun the purchasing power of
consumers even at a time of ‘very
full employment, high wages, farm
incomes only moderately down,
and quite liberal dividends and
proprietors’ profits seems to me
to indicate that the real trouble
lies somewhat deeper than the
statistical surface where inven-
tories are counted,

Some business commentators
support the President’s view that
this is only a “rolling adjustment”
of slightly unbalanced inventories.
They point with pride to the eco-
nomic sophistication of present-
day managers who have not al-
lowed massive accumulations of
excess stocks but have proceeded
promptly to trim orders and oper-~
ating schedules to the realities of
the supply and demand situation.
But this prudent correction of the
dealer’s, the manufacturer’s, or
the supplier’s position entails the
dropping of double shifts, discon-
tinuation of overtime, shortening
of the work-week, and some lay-
offs. The possibility of this process
engendering further inventory
cutting to. still smaller sales is
fleetingly noted in the President’s
Economic Report, but - this does
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not-move its authors to any at-
tempt to appraise the attained
productlve capacity -of our en-

larged and improved agricultural;
-commercial, and industrial plant

vis-a-vis the absorptive power of

‘the market.

It must be evident, however,
that present mventorles have
emerged from this relationship.
The schedule of farm prices, Gov-
ernment-supported under the
Steagall Amendments and part of
the 1948 and 1949 Agricultural

(987) 11

Act‘s, have revealed, if they, did
not create, a productive capacity
in dairying that has already ac-

cumulated a surplus of one billion
pounds of dairy products. Wheat,

Continued on page 50

Dated March 1, 1954

WM. E. POLLOCK & CO.,
GREGORY & SON

INCORPORATED

#

farch 2, 1954

DICK & MERLE-SMITH
-~ . R. W. PRESSPRICH & CO.
.BAXTER, WILLIAMS & CO.

_ VAN ALSTYNE, NOEL & CO.

BURNHAM AND COMPANY
STERN BROTHERS. & CO.

GREEN, ELLIS & ANDERSON

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

$30,000,000

Houston Lighting & Power Company
| First Mortgage Bonds, 3% Series due 1989

Price 102.189% and accrued interest

The Prospectus may be obmzm’d in any Stale in which this announcement is circulated from only such
of the undersigned und other dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. Inc.

IRA HAUPT & CO.

LADENBURG, THALMANN & CO.
SCHOELLKOPF, HUTTON & POMEROY, INC.

NEW YORK HANSEATIC CORPORATION
INC. AUCHINCLOSS, PARKER & REDPATH BACHE & CO.
SHEARSON, HAMMILL & CO.
COOLEY & COMPANY
THE ROBINSON-HUMPHREY COMPANY, INC.

FIRST OF MICHIGAN CORPORATION
SINGER, DEANE & SCRIBNER

| Due March 1, 1989

G. H. WALKER & CO.
COURTS & CO.

Dated February 1, 1954

BEAR, STEARNS &' CO.

COURTS & CO.

March 2, 1954

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,

$20,000,000

Southern Natural Gas Company

First Mortgage Pipe Line Sinking Fund Bonds,

3% Serieés due 1974

Price 100% and accrued interest

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

HALSEY, STUART & CO. Inc.
COFFIN & BURR

INCORPORATED

EQUITABLE SECURITIES CORPORATION
L. F. ROTHSCHILD & CO.
BAXTER, WILLIAMS & CO.

SALOMON BROS. & HUTZLER
WM. E. POLLOCK & CO,, INC

R.S. DICKSON & COMPANY

INCORPORATED

NEW Y”ORK HANSEATIC CORPORATION
.AUCHINCLOSS, PARKER & REDPATH
SHEARSON, HAMMILL & CO.

-

THE OHIO COMPANY
VAN ALSTYNE, NOEL & CO.

DueFebruary 1, 1974

DICK & MERLE-SMITH
R. W. PRESSPRICH & CO.
SHIELDS & COMPANY

. BACHE & CO.
GREGORY & SON

INCORPORATED

STROUD & COMPARY

INCORPORATED
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How to Stahilize Parchasing Power

Iacome From

Foreign Loans

By DANIEL K. ANDREWS
Assistant Professor, Department of Commerce and Economics,

University

of Verment

Dr. Andrews proposes a plan under which foreign loans are to
fluctuate with price indices; from the creditor’s viewpoint to
fluctuate with an index of his nation; from the debtor’s view-

point to flactuate with an ind

ex of his nation. If exchange

rates between the two countries involved do not conform to
purchasing power parity of each country, the creditor’s goy-
ernment and the debtor’s government would jointly share

the loss

The report of the Randall Com-
mission on Foreign Economic Pol-
icy is current evidence that pro-
motion of capital exports is offi-
cial United
States policy.
By a majority
of nearly two
toone the
commission
recommends a
continuance
of the present
guaranties
against ex-
propriation
and. against
inconvertibil=-
ity of ex-
change, and it
proposes,
furthermore,
a revamping of our tax structure
to provide additional incentive to
invest abroad.

Though it may be granted that
the commission’s desire to pro-
mote capital exports is a worthy
one, and that its recommendations
work in the right direction,
whether these recommendations go
far enough is open to question.

The program of guaranties
could be expanded in such a way
as to virtually. eliminate from the
field of international finance, so
{far as private creditors and debt-
ors are concerned, what might be
called the purchasing power risk:
the risk, from the standpoint of
a creditor, that what he is repaid

D. K. Andrews

- will be worth less in terms of pur-

chasing power than what he had
lent; and the risk, from the view-
point of the debtor, that what he
must repay will be worth more,
in terms of purchasing power,
than the amount he had received.

If the purchasing power of for-
eign loans were stabilized in such
a way as to eliminate this risk,
it seems probable that many po-
tential lenders would be willing
to enter the field of foreign lend-
ing who now prefer the relative
safety of domestic loans, and more
foreign borrowers might be found.
In short, more capital exports
would result, The following pro-
posal is offered in the hope of
achieving this objective.

The Essence of the Purchasing
Power Plan

The essence of the plan is sim=
ple. Any monetary amount can be
tied to a price index, rising as the
index rises, falling as it falls, The
purchasing power plan for foreign
loans would tie the loan to two
price indices, one in the nation of
the creditor and one in the nation
of the debtor.

This would mean that, from the
viewpoint of the creditor, the
monetary value of the loan ex-
pressed in monetary units of his
country, would rise or fall pari
passu with the index of his coun-
try. From the standpoint of the
debtor, the monetary value of the
debt, in the debtor’s currency,
would change. proportionately as
the index of his country changes.

It would make no difference to
either the debtor or the creditor
whether the debt contract be ex-
pressed in terms of the monetary
unit of the creditor’s country or
the unit of the debtor’s country,
but probably a protected contract
should not be exoressed, under
present world -conditiens; in-terms-
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or gain. d

of the monetary unit of some third
country.

The plan is complicated by the
fact that foreign exchange rates
cannot be assumed to conform in-
variably to the purchasing power
parity theory, and, if they do not,
a debtor may be called upon to
turn over to the creditor more or
less purchasing power, measured
in terms of the monetary unit of
the debtor’s country, than the
creditor receives, measured in
terms of the unit of account of the
creditor’s nation.

1t follows, then, that some in-
stitutional arrangement must be
created to bear the loss, if the
creditor is to be able to get more
than ‘the- debtor pays, and ' to
garner the gain, if the debtor pays
more than the creditor receives.

Some international scheme
might conceivably be worked out,
the member national governments
sharing the gains and losses ac-
cording to prearrangement. But
the purchasing power plan need
not necessarily wait to be imple-
mented by some international or-
ganization, for the protection
could rest quite simply and effec-
tively merely upon bilateral ar-
rangements,

Any two nations could agree to
give purchasing power protection
to loans made by a citizen of one
of the two nations to a citizen of
the other of the two nations. The
/national governments involved
would share equally any gain en-
suing upon repayment of a regis-
tered loan, just as they would
jointly share a purchasing power
0sS.

Such a plan would not insure
against the credit risk. It would
merely give assurance that if a
debtor lived up to his promise to
repay a certain amount of pur-
chasing power, then the creditor
would be sure that he in turn
would receive a stipulated amount
of purchasing power.

Hypothetical Exdmple of Plan
In Operation

Under conditions in which for-
eign exchange rates are fixed, it
would be a fairly simple matter
to put the purchasing power plan
into effect. It is completely un-
necessary, however, to assume
stable rates, and therefore, in the
hypothetical example which fol-
lows, the more complex situation
of fluctuating exchange rates will
be postulated.

We shall assume that the plan
is in operation and that a citizen
of Country X borrows $1,000 from
a citizen of the United States. The
unit of account in Country X is
the x-unit, corresponding to our
dollar. When the loan is made,
one x-unit equals $0.05 on the
foreign exchange market, which
means that the debtor has re-
ceived 20,000 x-units.

Under the terms of the hypo-
thetical loan, two units.of pur-
chasing power will grow into
three by the time the loan ma-
tures and is repaid with accumu-
lated interest. Assuming the rele-
vant price indices are the same
when the loan matures as when it
was negotiated, the citizen of
Country X would owe 30,000 x-
units, and the American would
receive $1,500, regardless of what
had happened in the meantime to
the rate of exchange. :

- -But now -let-us-assume- that: the

index of Country X is half of
what it was at the beginning,
while the American index is twice
what it was. The American would
then receive $3,000, and the debtor
would repay only 15,000 x-units.

Exactly how much the Ameri-
can and Country X governments
would lose or gain would depend
on the rate of exchange that hap-
pened to prevail when the loan
matured. Suppose the x-unit to
be worth $0.25 at that time. Then
the 15,000 x-units would be worth
$3,750, of which the American
creditor would, as stated, receive
only $3,000; in other words, only
12,000 x-units would go to the
creditor, for it would take oqu
that many x-units to give him
$3,000. Half of the 3,000 x-units
remaining from the 15,000 x-units
would go to the government of
Country X and the balance would
go to the American government,
which - would- sell its x-units on
the exchange market for $375,
which is half of $750, the excess

amount.paid by the debtor:over.
the amoynt received by the cred-.

itor.
Only if the rate of exchange

should correspond to.purchasing :
power parity would the interested .
governments neither gain nor lose. -

If, as.in the .example above; the
rate should be more than the
parity rate, the governments

in, whereas if it were less”
Houic g, W -Frankfurt, Langenburg, Cologne,

Hannover, Ham b ur g, Weinbiet,

than that amount (for example,

if the x-unit were worth :only -

$0.15 instead.of $0.25 at the time
the loan ‘was repaid) the two gov-
ernments would have a loss to
bear jointly.

Costs of the Plan

To enter into bilateral agree-
ments with other nations' to put
the purchasing power plan  into
effect would put our national gov-
ernment into the position of a
speculator, in a sense, for theo-
retically ' the government’s gains
or losses could be large, depend-
ing on the volume of protected
loans and how our terms of trade
might change. But since there is
no way to determine a priori
whether our trade terms are
likely to improve or to worsen; we
may assume that in the long run
the Treasury’s gains would offset
its losses.

It is certain, however, that ad-
ministering the plan would cost
something. Since official records
would have to be maintained con-
cerning all payments made by
debtors to creditors, administra-
tive expenses might be kept down
somewhat by requiring that no
such contractual payment be less
than a stipulated minimum. Per-
haps each such contractual pay-
ment might be assessed a small
flat percentage fee to cover ad-
ministrative costs. .

Price Indices

A serious problem in imple-
menting the proposal would be
the choice of price indices. The
present writer believes these
should be of the aggregate type
and deal only with the wholesale
prices of commodities that are
easily transportable.

If such indices were used, an
arrangement could be made to
protect the creditor’s government
if the debtor’s government rigs
its index downward, qnd to pro-
tect the debtor’s government if the
credifor’s government rigs its in-
dex upward. Without the aggre-
gate price indices and the ar-
rangement that will be described,
such rigging could be profitable,
especially if exchange rates are
controlled.

If such indices were used, a
loan of a given number of mone-
tary units, weighted by the index
number, would represent a cer-
tain stipulated assortment of com-
modities. The creditor’'s govern-
ment, if it suspects rigging, could
be empowered to receive these
goods in-exchange for money it
has lost on any loan, and the debt-
or’s government, if it suspects rig-
ging, could be empowered to turn
over for  money to the creditor’s

- Continued on page 51
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Status of Television in Europe

Ernest A. Marx tells press of progress of television and elec-
tronics in nine countries of continental Europe, as revealed
by his extended trip in that region. Sets lack of commercials
as indicating Eurcpean television will have a much slower
growth than in U. S. Reports plan for Eurcpean TV network.

Following his return to this
country afier an extended trip
abroad, during
which he sur-
veyed the tel-
evision and
electronics in-
dustry in nine
countries on
the European
continent, Er-
nest A. Marx,
Director of the
International
Division of Al-
len B. DuMont
Laboratories,
Inc., made
available to
the pressa

‘capsule account of his observa-

tions, as follows:

West Germany
This country is forging ahead
rapidly in television. Very shortly
there will be eight stations on the
air in the following cities: Berlin,

(Heidelberg), Munich. These will
be connected by microwave
lengths which already extend
from Hamburg to Frankfurt.
Eventually 22 stations- are
planned in Germany and it is
likely that Germany will go to
ultra-high frequency when this

occurs. Presently, the  television-

receivers are being made by about
35 manufacturers. In September of
last year a huge television ex-
position was  held at Dusseldorf
from which some programs were
originated and others were re-
ceived by microwave from Hann-
over. One day there was an at-
tendance of 60,000 people at this
show.

The Germans are presently us-
ing germanium diodes in their
television receivers in screen sizes
of 17-inch and 21-inch. In addi-
tion, they are manufacturing
transmitting and studio equipment
and are well abreast of the rest
of the world in the development
of transistors.

The largest radio manufacturer
in Europe is located just outside
of Neuremberg in South Germany.
These people are now manufac-
turing television receivers and
have concluded contracts with
American Cathode-ray tube
manufacturers at the same time.
‘They are presently exporting to
most countries in Europe.

There .is considerable talk in
Germany at the present time of
television going commercial in
the future, and it looks wvery
likely.

France

French television is somewhat
handicapped by the fact that it
differs from the rest of European
television in that it uses an 819-
line system. In addition to the
transmitter on the Eiffel Tower,
there is a station in Lille, Lyons
and Strasbourg. It is expected that
new equipment will be installed
on the Eiffel Tower station in the
near future.

Other cities in France which
eventually will have television
are Bordeaux, Marseille, Nice and
Toulouse. Eventually there will
probably be many other cities in
France which will have television.
But the planning of stations has
involved only the previous cities
for the time being.

In September, a television show
was held in Paris and consider-
able interest was shown. There
.are approximately 15 or 20 French
television receiver manufacturers
and three large-Cathode-ray tube
manufacturers. This -number may
-increase considerably in the near
. future.

Programs are both live and on.

i negative = modulation
; positive _modulation, the CCIR-

film and represent somewhat
similar types as U. S. program-
ming in its early stages. Most of
the television receiver, models in
France are 14 inches and 17 inches
with very few 21 inches.

Belgium -
This country unfortunately has
four separate television systems.
They consist.of the normal French
system which is received from
Lille in .France, the Belgian-

§ French system which develops

from the French system by using
instead of

European system - which is re-
ceived frem Holland and Germany
and the CCIR-Belgian system
which ‘uses the same 625 line sys-
tem but with“AM sound. As a re-
sult of this confusion, télevision
receivers in Belgium are presently
being  made with a four-point
switch to receive all four systems.
‘- Broadcasting has now started in
Brussels . from " the Palais. de
Justice but is very limited .and at
very low power (300 watts). The
studio exists in-the so-called INR
building, where present * radio
broadcasts originate and is con-
nected by miscrowave relay to the
transmitter. With the " language
situation in Belgium also rather
confused, the-entire television pic-
ture in Belgium is too complex to
analyze thoroughly’ or ‘make pre-
dictions- about its future. 5
Today it -is obvious that the
French in Belgium will listen ta
the French broadcasts from
France and the French broadeasts
on the modified system from
Belgium. The Flemish from
Belgium will listen to the Dutch
broadcasts from Holland and the
Flemish broadcasts from Belgium.
The German population -of Bel-
gium will listen to the German
broadcasts from Germany.

Holland

Presently Holland has a single
television studio located in Bor-
sum near Hilversum, outside of
Amsterdam. The studio uses all
borrowed equipment, including
two Iconoscope cameras. . The
transmitter is located near Utrecht,
operates at 5 KW, and covers . a
primary area of about 45 miles
in radius. They are on the air
only two or three days a week for
a few hours each day.

Italy

Television has made consider-
able strides in this country .and
stations are presently .operating
in Rome, Milan, Turin and Monte
Penice, between Rome and Milan.
The Vatican will have its own
station as well. Regular broad-
casting began about the first of
the year. d

These stations have been con-
nected by microwave lengths and
eventually will be hooked up. .ta
the European network through
Switzerland and Germany. There
are now approximately 30 tele-
vision receiver manufacturers in
Italy, and.a substantial numhber
of American receivers have also
been imported into the country.
However, customs duties and
other taxes on imported receivers
are very high, and, as a result of
this. a good many imported re—
ceivers are still in Italian Customs.

In September there was a tele—
vision show held in Milan which
attracted people from all over
Italy. Although no -complete im-
ported receivers were .permitted
to be shown at this show, a con-

siderable number of American

_chassis were exhibited in Italian

‘Continued on'page 52
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" Electronics: Matured ;-

~ But Growing Industry

Benjamin ‘Abrams tells Robert Morris Associates the opening
up of 300 additional TV stations will be a potential factor
in expansion of the industry. Holds perfection of color televi-

sion will bring larger sales and more profits to producers. -

Benjamin Abrams, President of
Emerson -Radio and Phonograph
- Corporation, New York City, in a
speech .before the New York

Chapter of the -

Robert Morris 3

Associates at

a dinner at

the Harvard

Club, on Feb.

3, discussed - §

variousas- -

pects of the

Electron-

ies Industry,

its develop-
ment, its pres-
ent status, and

its future

prospects.

Mr. Abrams, Benjamin Abrams

in the course .
of his address, traced the origin
and development of the radio in-
dustry and pointed out that in
the pioneer days of broadcasting,
no commercial sponsoring of pro-
grams was envisioned. It was the
view at' that time that continua-
tion of broadcasting would depend
to tome extent, at least, upon phil-
anthropic contributions. It was
not- until 1932 that the radio in-
dustry began to expand. That year
Mr. Abrams said, the industry was
révolutionized by the introduction
of ‘'small radios selling at popular
prices. ' The development brought
radio within reach of the masses
ond also created a- demand for
multiple ownership, The re:sult-
ing increase in listening a.udlence
made. possible better quality. pro-
‘grams, which, in turn, further
stimulated the sales of radio to
 the point where,. for some time

before World War II, the indus-

try’s sales volume reached $400,-
000,000 annually.
. Mr. Abrams next pointed out
that, from the crystal stage in 1922
to color television in 1954, which
he termed the  “Introductory
Year” of color, there has been a
continual - ‘evolution with ‘many
resulting casualties and successes.
He declared that the industry
reached maturity in 1947 with the
introduction of television. This
is best exemplified, he said, _by
the fact that those companies
which enjoyed leadership in radio
before television are the same
who enjoy leadership in the in-
dustry today. Many of these com-
panies, he added, have multiplied
their net worth several times dur-
. .ing these few short years.

Mr. Abrams emphasized that,
from a volume of $400.000,000 an-
nually before World War II, the
industry reached $5,000,000,000 in
sales in 1953, dramatically. high-
lighting the electronic industry’s
advance in the past six years.
Of this latter figure, he pointed
out, $2,300,000,000 was accounted
for by television and radio sales
and the balance credited to gov-
ernment work.

" Mr. Abrams revealed that 1953
was a banner year in the sale of
television receivers and second
only to 1950. The year witnessed
the opening of more than 200 tele-
vision stations which accounted
for penetration into many new
markets. These new stations,
added to those previously in oper-
ation, brought television within
reach of approximately 75% of
our population. The most import-
ant development of the year, how-
ever, was the adoption by the
Federal Communications Commis-
sion of color standards giving the

industry the green light to pro-
ceed with further development
and marketing of color receivers.
‘Anotaer factor' bea ring upon
A Sk, e ) v

future sales and profits of the
electronics industry was the de-
velopment during 1953 of High
Fidelity instruments for the first
time at prices within reach of the
masses ($100 to $150).

Mr. Abrams spoke of the con-

. ‘tinuation of the trend to compact-
ness in radio and displayed to the

assembled members. the Emerson
“Pecket Radio,” the world’s small-
est personal portable (measure-

.' ments-are only -6” wide, 3%"” high

and 1%” deep). This radio he
characterized -as the fastest seller
in . the field, even though list-

priced at $40, and an important.
stimulus to the multiple ownership-
.of radios. He also displayed a lab-

oratory model of a forthcoming
Emerson radio whose cubic content
is about one-sixth the size of the
“Pocket Radio,” or actually as
small as a pack of king-size ciga-
rettes.

Working for Reduced Cost of
Color TV Sets

Mr. Abrams emphasized that
considerable work is yet to be
done in engineering and produc-
tion to develop techniques neces-
sary to bring color receivers down
to a price which will give them
universal acceptance. This may
not be expected to materialize un-
til some time during 1955, he
added, and predicted that, when
it does, a new boom will be
started in the industry which may
very well last for several years.

On the subject of color tele-
vision, the Emerson Radio execu-
tive voiced his firm belief that,
although the sale of color re-
ceivers will rise sharply' during
1955, it will never completely
eliminate the sale of black-and-
white receivers. He declared he
is positive that black-and-white
will always sell alongside of color
and that black-and-white will at
all times continue to be sold at
lower prices than color receivers.

Mr. Abrams in his talk, dis-
cussed at some length the engi-
neering research and development
being done by his company on
transistors and printed circuits for
both government and development
projects. A substantial sales po-
tential factor in television sets in
1954, he said, is the anticipated
opening of approximately 300 ad-
ditional TV stations. This will
open many markets, previously
unexplored. for the sale of tele-
vision receivers, he pointed out.
Other factors which will lead to
increased sales, he said, are the
increased signal strength of estab-
lished stations, the growing de-
mand for two or more sets in the
home and a replacement market
stimulated by larger picture sizes
and improved = performance of
new model receivers.
. In commenting on the future
of the electronics industry be-
yond 1954, Mr. Abrams pointed
out that the greatest single poten-
tial for sales and profits is color
television. He also predicted that
color television will bring about
a revivial of projection television,
which was experimented with six
or seven years ago, but discarded
because of. the at-that-time in-
surmountable problem of satisfac-
tory illumiration via projection.
He explained that projection tele-
vision may eventually take the
shape of a box approximatelv 12
inches square which will project
the picture upon a screen, pos-
sibly three feet by four feet in
size. This, of course, he pointed
out, will revolutionize home TV
viewing since the size of a picture

-will no longer be measured in
Continued cn paze 22 -

s

F = ; Does GOVI. lnsurance Develop S ..home:with an amortiirzledbr‘:l{)ir!:gage 'y
- Excessive Mortgage Credit?

By MARCUS NADLER*

Professor of Finance, New York University

Pointing out supply of funds

for investment has kept pace

wnth lhg increased mortgage supply, Dr. Nadler expresses:
opinion it is unsound to make mortgage loans without a- down

payment, but holds that extending mortgages for terms over

25 years, as proposed by the President, is primarily depen-
dent on. the insurance and the guaranty of the mortgage.
Contends government insurance does not develop excessive
mortgage credit, and holds government guaranteeing of ‘mort-
gages has contributed materially to the high level of business

Introduction

One of the most important
 measures of the standard of living
of a nation is the degree of home
ownership and the type of hous-
: ing the people
enjoy. This is
as important
as the level of
per capita
food consump-
tion and more
important
than the per
capita owner-
ship of cars or
telephones or
household
equipment, all
of which tend
to make liv-
ing easier.
Moreover, the quality of housing
and the degree of home owning
have a definite bearing on the
individual’s attitude toward soci-
ety and exercise a considerable
influence on the health of a na-
tion and on crime  conditions.
History tells us that in periods of
great political disturbance and
revolution, it is usually the slum
dweller and the penniless who
follow the agitator and run.to
the barricades. It is a known fact

. Marcus Nadler

*An address by Dr. Nadler before the
Annual Savings and Mortgage Confer-
ence sponsored by the Savings and Mort-
gage Division of the American Bankers
Association, New York City, March 3,
1954.

~ activity and greater home ownership.

that the individual whoe owns
property and particutarly his
home is as a general rule a de-
fender of the system of private
enterprise. The more widespread
home ownership is, the better the
people are housed, the more sta-
ble is a society. It is therefore
quite evident that housing plays
an important role in the economic
and social life of a nation. This
has been recognized by most free
countries; and measures have
been taken by many governments

-to provide the people, particularly

those in the lower-income groups,
with satisfactory housing condi-
tions.

Home Financing,

Prominent among the measures
taken in this country to improve
housing and encouwage home
owning has been the government
guaranty and insurance of mort-
gage loans. Few people indeed
can afford to buy a home outright.
The original cost is usually large,
and few families are in a position
or willing to first accumulate the
necessary amount and then ac-
quire a home. Moreover, it is
doubtful whether it is advisable
for a family to put all its savings
in a home and thereby be left
without a nest egg available for
use in an emergency. While it is
possible to utilize'a home as col-
lateral for a loan in the event of
need, many individuals dislike to
adopt such a policy.

-general.

Moreover, °
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most .Americans, a
on' it, consider this as a form of
contractual saving which ' con-
stantly. increases the equity of the
owner,

The cost of home construction
in the United States has increased
considerably; in fact, it has risen
faster than commodity prices in
Thus, for example, the
index of construction costs (U. S.

. Department of Commerce) rose

from 69.4 (1947-49=100) at the
end of 1945 to 123.0 at the end. of
1953, an increase of 77.2%. During
the: same period, the index of
wholesale prices' rose from 69.6
(1947-49—=100) to 110.1 or by only
58.2%. Construction costs have
increased somewhat - more than
wages, which rose from the end
of 1945 to the end of 1953 from
$41.21 (average weekly earnings,
all  manufacturing industries) to
$71.78 or 74.2%. It is obvious that
the wage income of a significant
proportion of the population is at
a lower level and has increased at
a lower rate than that indicated in
the figures here presented. Where
the cost of a commodity rises
faster than the real income of a
significant proportion of the con-
sumers of that commodity, the
consequences are bound to be as
follows: either the demand for the
given commodity decreases ma-
terially and its production is not
encouraged, or the government
steps in and -through subsidies or
otherwise makes it possible to
buy the given commodity, This is
clearly illustrated in the case of
housing.

Were it not for the direct or
indirect assistance by the govern-
ment furnished through low-cost
housing, FHA insurance, and VA
guaranty of mortgages, many
present owners of homes would
not have been in a position to ac-
quire them, and the slum problem
in urban areas would be even
more serious. ‘Without such gov-
ernment aid, not only would
housing conditions in the United
States today be less favorable, but
business activity could not have

been maintained at the level
Continued on page 56
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‘Business and Health

By ROGER W. BABSON

Mr. Babson discusses health in connection with individual’s
earnings, and points out employees are often forced to work
when feeling ill, and are thus not giving full value received

for their services.

Says thousands of business concerns are

suffering losses because of inefficient work of half-sick exec-
utives and employees. Reveals some statistics of cash losses
of illness and accidents.

Some weeks ago I wrote a col-
umn on the relation of Business
to Mental Health. I now wish to
write on
Physical
Health, Of
course, people
must have
employment
and wages in
order to buy,
but they must
also be free
from worry in
order to do
good work
and get pro-
moted. This is
so selt-evi-
dent ‘that it
needs no dis-
cussion; but I want to write now
of something much deeper,

Roger W. Babson

My Personal Illnesses

I have not been feeling well for
three weeks. Although I was not
confined to my bed, yet something
caused severe pains in my back
and legs. I just could not do any
constructive work and I began to
worry, which I never do when
feeling well. I, therefore, am now
in Florida for a few weeks. This

column, however, is not an adver-
tisement for Florida, although I
am very fond of its climate!

My purpose rather is to say that
being independent financially
and free to come and go, I am
not dependent upon any job or
salary. If, however, I were, and
obliged to go to an office each
day, I would not have given my
company “value received” for my
salary. Worse than that, I prob-
ably would have made mistakes
in judgment which would have
caused the company financial loss.

How’s the Health of Your
Associates?

Yet, there must be hundreds of
important executives and thous-
ands of foremen and tens of thous-
ands of workmen, salesmen, and
clerks who are dragging them-
selves to work when they ought
to be home in bed. They do this
partly not to lose their pay; or—
if they are executives— not to
have the word get around that
they are not well, As the pros-
perity of every business depends
largely on the decisions made by
executives, foremen, and others,
such “half-sick” men or women

This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer
to buy, any of such Shares. The offering is made only by the Prospectus.
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1can cause their companies much
0SSs. ;
When you consider that thous-
ands of companies are suffering
losses for this reason, it shows
how poor health and worry mus
affect the entire business of the
country. If you are unemployed,
it may be due to your health or
to your boss’s health. In other
words, if he were “up to snuff,”
the company might not have
needed to lay you and others off.
So much for that. Now some sta-
tistics on the -direct cash cost of
illness and accidents.

Ilinesses and Accidents

The Health Information Foun-
dation reports that during the
past full year 22,000,000 families
of these United States as individ-
uals paid out over $10,000,000,000
for medical and dental costs. Fur-
thermore, this was in addition to
what the Federal Government and
the States expended. Of the above
$10 billion, $2 billion went to hos-
pitals, nearly $5% billion to doc-
tors and dentists, $11% billion for
medicines, and over $1 billion for
other practitioners, nurses,  ete.

Most of the people treated got
well, although they lost both time
and money. But a good part of
this expense was absolutely
thrown away — for there were
nearly 100,600 deaths, largely
from automobile accidents. In
addition, millions of others were
injured by accidents, such as traf-

fic accidents — 1,350,000; . drown-,- . -
home falls—20,000; .

ings—6,800;
industrial accidents—15,000; burns
—6,400; firearms—2,500; etc., etc.
These figures are supplied by the
National Safety Council. I won-
der how many readers of this
column will be included in the
1954 figures!

Let Us Look to the Future

The politicians and welfare ex-
perts are constantly reising the
legal age at which young people
can go to work. Now they. say
that all should have a college edu-
cation, At the same time, industry
is” retiring more people between
60 and 65 years of age. Today the
number of people over 65 years is
one in 12; in 25 years it will be
one in nine. But where is the
money coming from to give the
young people 22 years for educa-
tion and play, and the old people
pensions?

The truth is that somehow
(through more taxes -or higher
prices), these millions of young
and old must be supported by
those between 22 and 60-65 years
of age. The latter must also sup-
ply the $10 billion mentioned
above. This makes the cost 'of
sickness, youth, and old age far
more  important than the cost of
coffee!

FHLB Retires Nolesv ,

Everett Smith, fiscal agent of
the Federal Home Loan Banks, on
March 1,
Banks’ outstanding $98,500,000 of
consolidated notes, 234%

be redeemed at maturity without
refunding. On Feb. 15 the Banks

similarly redeemed from .current:
- resources $111,000,000 of notes due

on that date. Retirement. of the
bonds - without ‘recourse . to: refi-
nancing, Mr. Smith said, reflects a
substantial inflow of cash into the
Banks since the beginning of the
year as a,result of repayment of
loans and an increase in deposits.
Principal and interest on the ma-
turing notes will be paid at any
Federal Reserve Bank or-branch.

Upon redemption of- the "issue

-outstanding consolidated note ob-

ligations of the Banks will have
been reduced to $204,000,000. -

Jay Kaufmann Admits

Jay W. Kaufmann & Co., 111
Broadway, New York City, mem-
bers of the American Stock Ex-
change, on March 1 admitted John
R. Atwell to partnership.

announced . that the -

series-
C-1954, due March 15, 1954 will ..
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MARKET . ... AND YOU

By WALLACE STREETE

The month-old breakout by
at least the industrial stocks
was stretched to a valid pene-
tration this week. that put in
the records the highest stand-
ing for the average since the
fabulous days of 1929,

% % %

The list showed signs of
wearinessat timessubsequent-
ly, which was highly logical
and in the classic tradition in
that offerings dried up on
weak moments and surged
on strength. And there is the
months-old fact that the rails
have furnished little in the
way of comfort for the strong
industrials. Far from reach-
ing anything approaching a
historic level, the rail average
not only is below its 1953 and
1952 levels but even is well
below its February high.

Chrysler’s New Look
Chrysler wore something of
a-new look, in that the per-
sistent weakness with only
occasional rallies that char-
acterized the issue all last
year gave way to some mild
strength. The turn about
came after it was disclosed
that Prudential Insurance Co.
was still optimistic enough
over the laggard of the Big
Three auto makers to pledge
it a quarter of a billion dol-
lars for a maximum of a cen-
tury.

But Chrysler wasn'’t able to
spark the rest of the motors
as General Electric did for
the bulk of the electrical
equipment markers. Some
lows in Nash and Studebaker
as well as Motor Products re-
cently "sounded the note of
caution that kept things re-
strained elsewhere.

% %

General Electric Stars

As for the electrical equip-
ments, the star was the soon-
to-be-split.* General Electric
with daily gains of as much
as four points. to the highest

famous. year of 1929.- West-
.inghouse alternated with GE
in keeping this group tilted
upward and was on the spot
to take over any time its com-
panion paused for rest. This
issue, too, reached its highest
posting in-two dozen years.
There is one difference be-
tween the two issues—West-
-inghouse was split 4-for-1 less
than 10 'years ago while the
last 'split in General Electric
-was -in 1930.
£ * S
hel

ped by a

Aircrafts,
steady stream of favorable
news, continued to give a
good account of themselves,
the catalyst in the case of

level it has reached:since the:

Consolidated Vultee being
the proposed merger with
General Dynamics. Convair,
for several years, was some-
thing of a black sheep. It °
dropped from the 1946 high
of better than $33 to below
$8. It was considerably less
than a blue chip when Gen-
eral Dynamics acquired 400,-
000 shares (out of 2,379,298
outstanding) from Atlas Corp. .
almost a year ago at about
$24 a share. The acquisition
has been a red ink item most
of the time. since, but this
week it worked back to a
break-even level. ‘

£ £ 3

Amerada Perks Up Oils

Amerada, after a couple of
fruitless attempts, finally
posted an official new high
since 1952. with a consider-
able gap to go before it again
posts a new all-time high.
But the fact that it could even
do this was heartening to the
oil followers who, generally,
have had a somewhat meagre
fast on which to subsist. After
their initial strength early in
the year, the oils have been
anything but distinguished as
one issue after the other of -
the standard ones tried fu-
tilely to get a sustained move-
ment going.

# % %

Chemicals have also been
in the below-average cate-
gory, despite some momen-
tary strength in Monsanto
following jrather protracted
weakness. Allied Chemical”
was modestly heavy for the
most while Dow seemed to-
have been released, at least
temporarily, from the persist-
ent heaviness of late. DuPont,
too, was far from outstanding
which is a change for it after
its recent strength and histor-
ically high tag.

! 3 -3 -3
. Raido Corp. in.Spotlight

An individual issue that did
well despite the seesawing of
the general market was.Radio.
Corp.- It forged ‘ahead well:
when the general trend was
up but gave ground grudg-
ingly when it was the other -
way around. It’s performance,
far more than a general tele-
vision- popularity, was highly-
individualistic. The fact, as
reported this week, that it
was the No. 1 choice of in-
vestors using the new Month-
ly Investment Plan helped
build up the following to the
point where it was able. to
chalk up as much as a point
gain per session. Zenith was
a somewhat erratic member
of the video group generally
but it managed to carve out
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iy Where Is the Helicopter Heading?

By FRANK N. PIASECKI*

Chairman of the Board,
Piasecki Helicopter Corporation, Morton, Pa.

% * =

Also highly individualist
were the performances of
strength put on occasionally
by Northern Pacific and New
Haven in the depressed rail
section. Northern Pacific, as
usual, derived its following
from the intangibles of its oil
lands,. making it a trader’s
item that can be guaranteed
to go through fillips occasion-
ally. New Haven’s. perform-
ance was based on the far
more tangible - probability of
a proxy fight for control of
the road, a battle almost posi-
tive with-a rival slate already
named. :

* % %
" The more bitter battle over
New York Central offered
little influence marketwise.
The initial hop in the issue as
the fight started seemed to
have . run its course and, de-
spite the normal fluctuations
in tune with general market
action, the stock had a lei-
surely time of it pricewise.
There was enough- interest,
however, to keep it in the
activity column after two

consecutive weeks in which it.

led all the others i m turnover.

w“

RKO Sxmmers ‘Down

Also quieted down was
RKO Pictures pending settle-
ment of several legal actions
and the meeting of stockhold-
ers to act on the proposal of
the dominant stockholder,
Howard Hughes, that he buy
them out. RKO, like Central,
continued to feature in activ-
ity including blocks between
5,000 and 10,000 shares at a
clip. And it fought gamely to
hold on to its No. 1 position
as.the heaviest traded issue
of the year to date. Its ability
to hold a lead even over Cen-
tral was largely due to one
gigantic week’s turnover  of
more than 770,000 shares
which, at the time, was more
trading in five sessions than
any other issue had managed
in the entire six weeks of
trading of the year.

The technical action, while
encouraging, still left plenty
of doubters around. A hand-
ful of blue chips carried the
industrial average to its lofty
position, less than 90 points
under the 1929 best which,
for years, has been considered
“fantastic.” Special situations
moving ahead smartly due to
favorable dividends and earn-
ings, merger rumors and
splits, did little for the mar-
ket generally and a large as-
sortment of issues did little
despite the statistical
strength. Inability of the rails
to get moving continued as
the king-sized damper that
nourished the bears and kept
the bulls wary.

[The views expressed in this
article do not necessarily at any

time ccincide with those of the -

Chronicle. Theu are presented as
those of the author only.]

Mr. Piasecki discusses all phases of the development and use
cf the helicop'er. Points out its unique timeliness for commer-
cial ftransporiation, synchronmized. with decentralization and

extension of large metropolitan: areas.

extend this radius many miles,

Says helicopter will
while it will be an aid toward

tl}e dacentralization of industry’ since. helicopter service pro-
vides a ready means of tying together individual plants of one

concern.. Points out helicopter’

transportation requires smaller

capital mveslment than short-line railroad or automobile inter- -
plant transportahon facilities.

Dynamlc changes have occurred
in
helicopters- since the outbreak -of
hostilities- - in Korea. . .Prior" to
Korea, the
helicopter was
more of. a
novelty than a
basic vehicle.
It was some-
what like a
circus act;
everybody
enjoyed
watching
it, but few
people cared
to buy one
andtakeit
home. Its
fundamental
applications
were not clearly understood.

In fact, prior to Korea, only
about 1,000 helicopters had been
built in the entire world, and a
large number of those were ex-
perimental craft which never saw
practical service. This despite the
fact that man’s earliest concept of
flying included vertical ascent
and descent, just as the birds and
the helicopter fly. In fact, some
of the earliest recordings of man’s

: Frank N. Piasecki

designs for flying machines—in- .

cluding - designs .of the ancient
Chinese and. Leonardo DaVinci—
were directed toward verticle
flight. Only four years after the
Wright Brothers’ - first- . flight,
Louis . Breguet, -the famous and
still active French = aeronautical
engineer, lifted a man off the
ground for the first' time with .a
helicopter. However, the 51mp1er
mechanical problems and the
need for relatively .less * power
permitted-the fixed wing alrplane
to advance more rapidly in  its
development.. Only in 1937 was

the first truly successful heli-

copter flight made. - This was. 2
result of the knowledge and tech-
niques gained from the develop-
ment of the airplane and the auto-
giro.

At this point, I would like to
distinguish between the heli-
copter and the autogiro, and de-
fine the helicopter.

(1) The helicopter has rotatmg.

wings, as distinguished from the
fixed wings of an airplane.
(2) The helicopter has unique
{light characteristics in- that:
(a) It can hover and fly slowly.
(b) It can rise and descend
vertically.
(e) It can fly backward and
sideways as well as forward.
(d) It can land and take off
within its own dimensions.
(3) The helicopter differs from
the autogiro in ‘that all -of the
basic factors of flight emanate
from its rotors. That is, lift, pro-
pulsion, and control all are de-
rived from the rotors. The auto-
giro, on the other hand, had a
free-wheeling rotor which was not
powered; its propulsion was pro-
vided by a propeller, and the craft
had to be in motion in order for
its rotor to be turned by the air
flowing through it. In short, the
autogiro was half airplane and
half helicopter. It could fly more

slowly than the airplane, but it
was not capable of hovering or.
vertical flight as is the helicopter.

*An address by Mr. Piasecki before

the Association of Customers’ Brokers,
New York' City, Feb. 23, 1953.

the emphasis “placed  ‘upon’

-previously Commander

The first mlhtary helicopter was

\dehvered only in 1943. Until the
outbreak of war in Korea, the
‘helicopter’s principal use — and

this .on-~'a limited basis — was
rescue. Other applications and

techniques: were being developed

and - demonstarted in maneuvers
but -only by a relatively small
nucleus of helicopter enthusiasts
using the limited number of heli-
copters available.

Experience in Korea proved and

. confirmed the helicopter’s great
~utility and versatility and gave

tremendous impetus to develop-
ment and production of the ma-
chine. Everybody from the gen-
erals.to the GI's was equally im-
pressed even though the number
of helicopters-available was but a
handful. Some 20,000 casualties
were -evacuated by helicopter in
Korea, with the result that 97% %
of all wounded personnel sur-
vived. This survival rate far ex-
ceeded that of any previous war.
Over 1,000 pick-ups of crashed

_pilots and other U. N. personnel

were made behind enemy lines,
some as far as 125 miles behind
enemy. lines. This became so
routine that the Air Force’s 5th
Rescue Squadron in Korea posted
a big sign which said: ‘“You
Crash, We Dash; You Call, We
Haul. "

In another type of work, calléd
“Operation Haylift,” 16 Marine
Corps helicopters kept two re
ments of Marines supplied for
five days without any other form
of transport. In those five days,
1,700,000 1bs. of cargo were
brought to those two Marine regi-
ments.

The demonstrated usefulness of
the ‘helicopter in Korea can best
be summarized by quoting Gen-
eral Shepherd, now Commandant
of the U. S. Marine Corps and
of all
Marine forces in Korea. General
Shepherd. said:
copters - available, the military
uses of this unusual vehicle are
almost unlimited. Although Korea
was .the first time they had been
in actual combat, their extreme
value as a military weapon is es-
tablished beyond dispute. More-
over, the usefulness of the heli-
copter is not by any means con-
fined to-a situation such as en-
countered in Korea.”

The achievements of the heli-
copter in Korea were dramatic.
Its achievements in rescue work
particularly were so dramatic that
they tend to divert our perspec-
tive from some of the other im-
portant applications of the heli-
copter. Now that Korean hostili-
ties have ceased, it is timely to
evaluate the helicopter’s present
and future roles and to determine
whether current helicopter en-
thusiasm. is only a result of at-
tracting public fancy, or whether
the ‘helicopter’s true value is pro-
portionate to the publicity it has
received. In this appraisal, I shall
discuss: ‘

(5) Present applications.

(2) Future potential, through
extension of present uses, the de-
velopment of new uses, and in-
creased capabilities of the ma-
chine.

(3) The impact of the hehcopter
on our social and economic Sys-
tem.

Present Application

(A) Military: The helicopter’s

“With more heli- :

R | O AT
present military applications, al-
ready are several and varied.
Foremost today among these are:

(1) Rescue, not only in Korea
but throughout the world. This is
tremendously important in Artic
and jungle climes, where time of
exposure to the elements is ex-
tremely critical.

(2) Evacuation of wounded and
injured, taking them speedily and
directly to field hospitals without
the dangers of rough surface rides
and without transter. ‘Aside from
its medical value, speedy, com-
fortable and sure evacuation has
proved to be a tremendous morale
factor. Every fighting man and
every downed airman knows he
won’t be left wounded in the field
and that his chances for survival
are greater than ever before ln
history.

(3) Ship-to-ship and ship-to-
shore transfer of personnel, mail,
battle. plans, doctors, and medical
supplies is commonplace in our
Navy. A helicopter is standard
equipment on every battleship and
cruiser when it goes to sea.

(4) Mines are sighted and
detonated by riflemen in heli-
copters, without the dangers to
which a minesweeping boat is
subjected.

(5) Generals and other field
commanders have been given a
new mobility for observation and
liaison. For the first time, they
have first hand contact with all
their units and the capability of
immediate access to trouble spots.
This, however, has brought com-
plaints from GI’s who say that
even a foxhole no longer offers
them any privacy.

(6) Important mapping and sur-
veying work is being done by
helicopter, particularly in Alaska.

(991) 15

The helicopter saves much time

and fatigue in rough terrain in per-
forming surveys where most of
the time heretofore was spent in
slow movement rather than in
actual productivity.

(B) Civilian: The helicopter al-
ready is receiving considerable
attention and application to civil-
ian commercial work. Regularly
scheduled mail services have been.
operating on a daily basis in
metropolitan Los Angeles since
1947, in Chicago since 1949, and in
New York since 1952. In Los An-
geles, for example, the helicopters
of Los Angeles Airways make 18
flights daily between the' airport
and .the roof of the main Los An-

geles post office downtown. They

also make six circuits of suburban

routes, serving over 40 communi-

ties within a 50-mile radius of

Los Angeles. The New York heli-

copter service has been extended’
to include passengers as well - as:
mail. You and I ecan buy tickets "
in a routine manner for helicopter

transit between Idlewold,  La-

Guardia, and Newark Airports.

Our European neighbors: have
been equally alert to the heli-
copter as a transport vehicle. Last
summer, I had the privilege of
being a passenger when Sabena,
the Belgian airline; inaugurated
the world’s first international
helicopter passenger service.

Regular service is provided be-
tween major cities in Belgium,
Holland, France, and Western
Germany. Similarly, British Eu-
ropean Airways has operated heli-
copter mail and passenger service
and has publicly stated that it will
convert many of ifts routes to

Continued on page 49
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such underwriters are qualified to act as dealers in securities
end in which the Prospecius may legally be distributed.

The First Boston Corporation

Blyth & Co., Inc.

Dean Witter & Co.

Merrill Lynch, Pierce, Fenner & Beane

William R. Staats & Co.
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Channels of Investment in TV

'By IRA U.

COBLEIGH

Author of “Winning in Wall Street”

A brisk tune-in on the TV production program for 1954, setting
forth some assorted ideas about sets, sales and broadcasts.

TV, the glamor girl of the elec-~
tronic industry, continues to spar-
kle and fascinate; and all indica-
tions suggest that she’ll be more
colorful in
1954 that ever
before. She’s
really quite a
gal and her
antennae re-
ceive billions
more waves
than even
Toni could
supply. Today
some 27 mil-
lion TV sets
bring comedy,
culture, Cole
Porter and
commerciais
into the Amer-
ican home; and in Chicago, for
the first time in  history, they
have more TV sets than telephones
or bath tubs. This is not neces-
sarily intended as a sales lead to
either Illinois Bell Telephone Co.,
or. Crane Co.; it just proves that
out in the Windy City they prefer
tubes to rings! -

'Having done- with this minor
emulation of TV. comedy, let’s

Ira U, Cobleigh

. warm to our task and talk about

the Video-industry. Last year it
presented ‘a somewhat contradic-
tory picture, While many of the
statistics were favorable, the mar-
ket action of leading equities here

was distinctly disappointing.  Total -

production ‘was 'near: the seven
million level (exceeded only by
1950), net earnings for most com=
panies showed a good gain over
1952, and the market was broad-
ened by -the ‘entry of .several
dozen new stations ‘bringing the
total at the year-end to about 360.

_ These new .stations in 1953 ac-

counted for roughly 25% of the
sales of new sets, and the projected
addition of as many as 200 more
broadcasting stations for 1954 is a
solidly favorable factor. Yet with
all the production and sales, the
price average of leacing TV shares
was off almost 20% in 1953 (from
1952). How did this happen?

Well; first there was consider-
able indigestion of inventory,
especially in the last quarter, with
unsold sets estimated, at one
moint, above 2% millions. This
siowing down of sales was ac-
counted for in several ways. First
there was some slippage in pur-
ci.asing power due to increasing
uicmployment, More important-
ly, there was a barrage of com-
ment ani prediction about color
television which caused a national
hesitancy in buying new sets, the
idea being to string along with
the old black and white a few
months longer until the color jobs
were cn the market. Then, toward
the ycar-end there was a .bit of
price cutting; and-some, at this
stage, ceferred purchase hoping
for still lower tags. All this caused
those security analysts who have
always viewed the TV trade as
lighly cyclical, to lay off this
section of the market lﬁst, and to
withhold “buy” ratings in this
group.

With the turn of the year, and
one sixth of 1954 already ac-
counted for, it would seem that a
little more constructive market
attitude might well be assumed
toward TValues. First, the heavy
inventory has been well nibbled
at and set sales have shown a
sharp -pickup  almost coast-to-

coast. This has been brought about

by two main forces. First of all,
the “iffing and anding” of buyers
abiout. color TV has been removed
by the emergence of certain facts:

(1) Color TV will be “compat-
ible” — your old set will. abso-
lutely convert spectrum spectacles
to black and white; and (2) there
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will be relatively few color broad-
casts, and (3) the new sets (“col-
oratuners” I'call them) will -set
you back—excuse the pun—from
$700 to $1,200, mink money that is.

So now George Spelvin has no
essential worry about color—black
and white will be the big broad-
cast boy for some time; and now
that these doubts have been re-
solved, he finds sets on the aver-
age $25 cheapor than last No-
vember. Twenty-one inch sets of
good quality are aveilable quite
generally at or around $200. That’s
attractive price-wise, and it's
moving the items out.

From the above, it should not
be presumed that color can be
brushed aside as of little import.
That would be incorrect. But it
is sound to assume that at around
$1,000, color sets will limit their
appeal to the Cadillac crowd.
There were about 110,000 Cadil-
lacs sold in 1953 and that’s not a
bad prediction for color set sales
in 1954. Moreover, tube techni-
calities for 'color have not been
completely resolved. RCA, Co-
lumbia’ and Chromatic (Para-
mount' Pictures) all have color
tubes “blending red, blue and
green, each in a different way.
And, the prices -of the tubes (of
the same- size) vary by as much
as $50. For broadcasting studios,
too, the color costs will be higher:
and new eduinment costing as
much as $150,000 per station seems
requisite. .So.a lot more progress
and cost reduction must be evi-
dencéd here,. before color can be.
regarded as either a“dangerous
threat to black and white, or a
substantial contributor to com-
pany earning power.

With this general . background
in mind, let’s take a look at a few
companies whose shares may have
some current speculative or divi-
dend appeal.

You’d have to start off with
RCA. Its research through the
vears ‘has given it consistent
leadership ‘in the industry, and its

,1953 centributions of a color tube,

an' atomic battery radio and tele-
visicn tape recording open up new
vistas of earning power. The com-
mon, long an energetic performer
on the NYSE. is currently earning
its $1.20 dividend almost twice.
Its present market price of 253
‘ust about bisects the high and
'ow price range of the stock last
year. ¢

Philco has been an impressive
electronic company for a long
time with a continuous dividend
record on the 'common running
back to 1926. Philco is not on'y a
leading manufacturer of television
cets and radios, but has a wide
sppliance line including refrig-
crators, deep freezes, electric
ranges and room air conditioners.
By acauisition, completed only
last month, of Dexter Co., it will
now turn out washing machines
and ironers as well. 1953 per
share earnings were $484, a
sp'endid cushion for the $1.60 cash
dividend and ample justification
for a 5% stock dividend declared
last Decernber, At 29 the common
yields about 5.6%. PHL sold at
36% last year. .

Emerson Radio & Phonograph
has been a progressive procucer
in a highly competitive field. It
pioneered in portable radios. clock
radios, and is up front with its
1954 color set with a $700 price
tag. (It just anrounced-a rental
plan for this set.) It has -also
entered the air conditioning -and
oil burner field through acquisi-
tion in 1953 of Quiet Heat Corp.
Emerson also has a number of
government . contracts with a
backlog of defense orders on
January first (1954) of about $40
million. Capitalization could hard-

ly be simpler.” 1,935,187 shares of
common listed on NYSE and sell-
ing at 10%. The 50c dividend
was thrice earned in the fiscal
year ended 10/31/53. Emerson
shares have proliferated via stock
dividends as follows: 100%
1948, 10% in 1949, 100% in June,
1950, and 10% in December, 1950.
Emerson is a smart manufacturer
and a smart merchant.

Raytheon is quite a factor in
electronics with big defense or-
ders (around $190 million back-
log) and the rank, I believe, of
fifth largest producer of TV and
radio tubes. Its government busi-
ness slants heavily toward re-
search in special control devices
for guided missiles. It also makes
radio and TV sets retailed by
Montgomery Ward and Western
Auto Supply Co. Earningswise, it
has been a little uneven but it
has made a dramatic gain in net
sales in the past five years, ex-
panding this figure from $59%
million in the fiscal year 1949 to
over $180 million for 1953. Net
per share of $1.68 (year ended
5/31/53) was a 100% improve-
ment over the preceding year;
and there’s quite a bit of leverage
in this common. For -the more
conservative investor, there’s a
$2.40 preferred convertible into
2.7 common shares.  This prefer-
ence sells around 42. Raytheon is
showing considerable progress and
the common ‘is getting -close  to
dividend status. . -

Magnavox has rather specialized
in - production: of ‘high quality-
rad io-phonograph com‘binatjons,

d . d- in' common - with- a
and -TVs; and in n - wi . 20% over 1952

other ~ electronic outfits, ‘it also

.does a large defense business—in

search radar, fire ‘control and
bomb direction systems. Earnings
since. 1950 -have been quite’ good,
covering the current $1.50 in each
year by a good margin. Per share
for the fiscal year (ended 6/30/53)
was $2.93." "At present: quotation
of 17%, Magnavox shows: one .of
the best yields in the group, 8.6%
on:the current dividend.

Of course, this space is too
short to cover all the TV. General

Electric and Westinghouse are, of

course, powerful factors here, but
TV is only a small portion of
their total ‘sales. Motorola is an
excellent outfit. DuMont is im-
portant in both sets, broadcasting
and research. It and Zenith were
covered at some length in earlier
articles; and Sylvania is one of the
top tube manufacturers. )

Related to the trade also is
Sprague Electric Co. of North
Adams, Mass., largest producer of
capacitors, and a big maker of
resistors and ceramic coated wires.
The capacitors are vital in TV
sets, air conditioners and many
sorts of appliances. There are
749,890 shares of Sprague Electric
traded over the counter around
65 with a present dividend rate
of $1.60. This is a most interesting
company in a very specialized
field. There was a 12% for 1
stock split in 1945, and a 50%
stock dividend in 1952. History
can repeat. |

The foregoing has been pre-
sented ‘as a sommewhat hurried ap-
praisal of video and its vistas. A
bearish viewing of the industry
does not appear particularly war-
ranted at this time; in fact, there
may, today, be some rewarding
channels for investment in TV—
maybe among the issues we’re
mentioned. '

New York Stock Exch.
Weekly Firm Changes

The New York Stock Exchange
has announced ‘the following firm
changes: ’

Transfer of the Exchange mem-
bership -of Hollis Hunnewell to
Benjamin T. Burton will be con-
sidered by the Exchange on
March 11.

Bywater & Leary was dissolved
Feb. 19.

Virgil: C. Sullivan retired from
partnership in Granbery, Marache
& Co., Feh. 28.

in-
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Electronic Indusiry’s Great
Asset: Diversity of Markets

By ROBERT C. SPRAGUE*

Chairman of the Board, .
Radio-Electronics-Television Manufacturers Association

Chairman, The Sprague Eleciric Company

After commenting on the 1953 peak year business in the
electronics industry, Mr. Sprague discusses the advent of
color television. Expresses belief color will net make black

and white television obsolete.

Points out biggest single cus-

tomer in electronics is the Government, and production of

military electronic equipment has been raised ten-fold simce

1950. Sees growing market for electronics in industrial uses,

and looks for increase in TV sales, because of expansion of

broadcasting facilities. Estimates Radio-TV business in current

year will reach $1.3 billion, while military business will be
three billion dollars.

Last year the electronics indus-
try did more business than in any
previous year in its history, in-
cluding the peak period of World
War II. The
total value of
products made
by the indus-
try was ap-
proximately
$5 - billion, as .-}
compared
with-about.
$4.2 billion in
1952 and-a
previous .high
of $4.6 billion
in. 1944. The -/
increase . of-

was-a combi~
nation of v% -
larger radio-television volume and

a 25% increase in military elec-
tronic equipment.. The . smaller
but growing markets for indus-
trial equipment' and replacement
parts also contributed to the rise.

» Robert C. Sprague

Before we take a look at the pros-
_pects for the current year, it may"

be helpful to review.some. of the
important developments of 1953 in
each of the industry’s’ major
markets. .
In television and radio, 1953
witnessed sales at factory values
of about $1.4 billion compared
with $1.3 billion in 1952. Sales of
TV sets to the public increased
slightly, to 6,375,000 from 6,145,-
000 in 1952, while radio sales to-
taled 12.2 million for a gain of
12%. Throughout most of the year
demand for TV sets -ran well
ahead of the preceding year, but
beginning in September sales at
retail began to fall behind. This
condition continued through the
end of the year, with the result
that ‘October - December volume
was off 23%. I suspect that most
of this drop can be traced to the
widespread, but often incomp’ete,
publicity given to color TV last
fall, culminating in the authoriza-
-tion of the NTSC color system by
the FCC in mid-December. There
is evidence that the public has
since become much better in-
formed as to the prices and avail-
ability of color sets, and although
retail sales figures for January
are not yet at hand, increased pur-
chases of black and white sets by
dealers which have been reported
in recent weeks appear to reflect
revived interest in black and white
on the part of consumers. If this
trend continues, the inventory
situation may have ovei -corrected
itself in another month or two.

*A talk prepared for delivery by Mr.
Sprague at meeting of the New York
Seciety of
City, Feb. 18, 1954.

ity Analysts, New York

The important fact that retail
sales of TV sets were virtually -at
peak levels in 1953 has often been
overlooked in the attention many
people 1n and out of the industry

" have given to production cutbacks

which became necessary late in
the Fall to prevent further accu-
mulation of inventories. I.think

“it is' well to keep in mind that

stocks of TV -sets‘on hand at the’
beginning of last year were some-
what low ‘in relation to normal

‘demand and to the number of re-
_ tail outlets; it-was not until July,
. or August that this condition was
- corrected. However, the drop ir¥

retail sales beginning in' Septem—
ber was so ‘sudden that :there
was over-production for several
months, with the result that No-
vember and December output had
to be cut back fairly sharply to
bring total stocks down to:the
level of 1.9 million at the end of
the - year. Although this repre-
sents a substantial increase from
1.2 million a year earlier, it is not
far out of line with what I take
to be a normal stock level of 1.6
to 1.8 million sets. At present
set manufacturers are carefully
watching trends in demand for
sets, and will doubtless gear 1954
output closely to retail volume.

The Advent of Color Television

The most important single event
in 1953 was the advent of com-
patible color TV based on the
standards ‘developed by the
RETMA National Television Sys-
tem Committee led by Dr. Baker.
As a result of the cooperative ef-
forts of the industry over a period
of more than two years, we now
have a color system which dra-
matically enhances the entertain-
ment value of television. At the-
same time, this system fully pro-
tects the sizable investment which
has been made by the public in
black.and white receivers, whose
value will in no way be impaired
by the evolution of color. I say
“evolution” because the length of
time it takes for color to find its
place alongside black and white
will depend upon the availability
of color receivers and transmitting
equipment, and -on the ingenuity
of manufacturers in bringing
about reductions in the very high
cost of the first sets, which will
range in price from $800 to $1,200.
To date only a few hundred color
sets have been made, and regular
production runs will not begin for
another month or so. I would
guess that not over 150,000 color

Continued on page 57




igitized for FRASER
tp://fraser.stiouisfed.org/

(993)

Brig. General David Sarnoff, Chairman of the Board, Radio Corporation of America

Sees No. 1T wish come true!

Television Tape Recording
by RCA Opens New Era of
Electronic Photography

In 1956, RCA’s General Sarnoff will celebrate his 50th
year in radio. Looking ahead to that anniversary, in
1951 he asked his family of scientists and researchers
for three gifts to mark the occasion. His three wishes:
(1) A television tape recorder, (2) An electronic air
conditioner, (3) A true amplifier of light.

Gift No. 1—the video tape recorder—has already been
successfully demonstrated, two years ahead of time! Both
color and black-and-white TV pictures were instantly re-
corded on magnetic tape without any photographic devel-
opment or processing,

You can well imagine the future importance of this devel-
opment to television broadcasting, to motion pictures,
education, industry and national defense. And you can see
its entertainment value to you, in your own home. There
the tape equipment could be used for home movies, and—
simply by connecting it to your television set—you could
make personal recordings of your favorite TV programs.

Expressing his gratitude for this “gift,” General Sarnoff
said it was only a matter of time, perhaps two years, before
the finishing touches would bring this recording system
to commercial reality. He described this RCA achieve-
ment as the first major step into an era of “electronic

photography.”

Such achievements as Television Tape Recording, stem-
ming from continuous pioneering in research and engi-
neering, make “RCA” an emblem of quality, dependability
and progress.

®

RADIO0 CORPORATION OF AMERICA

World leader in radio—first in television
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| Television’s Role in Education

By JOHN T. RETTALIATA*
President, Illinois Institute of Technology
Chairman, Advisory Board, Chicago Educational Television Ass'n

Chicago educator recounts the efforts to establish restricted

educational channels on television, and the accomplishments

during the last two years in providing educational television.

Points out advantages gained by combining general commer-

cial television with Educational TV both from the industry’s

and the public’s standpoints. Stresses value of TV as means
of expanding and intensifying public education,

Almost two years ago, the Fed-
eral Communications Commission
issued its final television alloca=
tion report, which signaled the

end of the
three-year
freeze it had
placed on the
construction
of additional
television sta-
tions. The hia-
tus provided
time for the
FCC to work
out a plan
whereby sta-

tions will be

situated to
serve every-
part of the
, country and
yet not interfere with each other.

During the freeze, farsighted
educators throughout the nation
had time to crystallize their rec-
ognition of the potentialities of
television for teaching, and for
improvement of national intel-
lectual and cultural standards.
They organized the Joint Commit-

Dr. J. T Rettaliata

*An address by Dr. Rettaliata before
a meeting of the La Salle Street Women,
Chicago, Ill., Feb. 25, 1954.

tee for Educational Television to
stake their claim in this new pub-
lic domain. ;

More than 70 educators ap-

peared before the FCC and testi-
{fied to the need for non-com-
mercial television stations. More
than 800 additional educators
mailed prepared statements.. The
gist of their testimony was that
American education needed to use
this electronic tool if it was to
keep pace with modern life, and
that designated channels should
be reserved for this purpose while
means were found to finance their
use on a non-profit basis.
My own institution filed one of
the statements and, in behalf of
the major educational and cul-
tural institutions of Chicago, re-
quested the reservation of the
local VHF Channel 11 for exclu-
sive educational use.

The Federal Communications
Commission, bound by Congres-
sional edict to allocate channels
solely in the public interest, con-
venience, and necessity, did not
come to a quick decision. It re-
viewed the history of education
in radio and broadcasting. It could
recall that when Congress wrote

N

MANUFACTURERS OF
RELIABLE ELECTRICAL AND
ELECTRONIC COMPONENTS

Sprague manufactures a diversitied line of
paper, electrolytic, mica, ceramic, ‘and plastic
film capacitors for use in the electronic, elec-
trical, and automotive industries. Sprague also
manufactures printed circuits, radar pulse-form-
ing networks, radio interference suppression
filters, borocarbon resistors, wirewound pre-
cision resistors, and power-type wirewound re-
sistors. It is the only producer-of ceramic-coated
high temperature magnet wire; which has wide
military applications. It is half owner of the
Ferroxcube Corporation of America, a leading
producer of magnetic ceramic materials for tele-
vision and military electronics.

Sprague maintains one of the largest and
most complete Research and Development lab--
oratories in the electronic components field.
Some 175 people are employed in the develop-
ment of new components, dielectric materials,
and related apparatus. :

the Radio Act of 1927, it did not
reserve any special channels for
education. It could recall ' that
even after the Radio Commission
was set up in the same year no
channels were set aside for edu-
cation. It remembered that de-
spite several campaigns waged
later to reserve specific ' radio
channels for educational use, this
was not done until 1945 when the
Commissioin reserved some chan-
nels in the FM band. It remem-
bered too that few educators
availed themselves of the AM
channels in the early days when
they were readily available, with-
out reservation.

Last, the Commission had to
consider the testimony of many
witnesses who contended that
educators would not make suf-
ficient use of the channels to war-
rant withholding them from com=-
mercial applicants, and who as-
serted that better results would
be achieved if educational groups
were limited to use of the public
service time that commercial sta-
tions promised to make available.

The Final Decision of the FCC

The Commission finally decided
that the public would be better
served if some specific channels
were reserved exclusively for edu-
cational use, Commercial stations
have developed many programs of
great educational quality and have
been generous in offering public
service time to educational insti-
tutions for the presentation of oc-
casional programs. However, no
one can expect.them to set aside
their most salable-time for such
programs or to tie up studio facil-
ities.

Again, commercial stations, by
their very nature, must appeal to
a general audience and cannot af-
ford to experiment widely in the
fields of educational and com-
munity service. They eannot be
primarily concerned with evalua-
tign of their educational output,
ang they ordinarily are not set up
to judge the ecucational qualities
of it.

Last, educational television must

" be largely non-commercial to be

indifferent to influences that can
tend to force a distortion of ideas.
Educators, perhaps more than any
other group, should be able to
present all sides of all issues. and
provide viewers with -objective
analyses. of issues that - many com-~
mercial stations oftén ‘cannot
touch upon to avoid possible con-
flicts with patrons and pressure
groups. )

The reservation of 242 channels
throughout the country for edu-
cational use was, at first, the most
controversial aspect of the FCC
allocation report—even though its
lifting of the freeze made a total
of 2,161 local channels available
in 1,300 communities spaced
throughout the 48 States.

.+ The Commission report left in-
- definite the period of reservation

for these ' educational channels

“now totaling 248.. As.a practical
*matter, the period -of each reser-
- vation is likely-to vary in inverse

ratio to the locale- and value of
the particular ,channel. In Chi-
cago, the application for an edu-

- cational- station -construction per-

mit was speeded by the realiza-
tion of the great value of the
channel, as indicated by the pur-
chase by the Columbia Broadcast-

- ing System of a local commercial

channel for. $6,000,000.

Chicago to Build an Educational
Channel

I am glad to be able to tell you
that Chicago’s application- for a
permit to build an educational
channel has been granted. A com-
mittee of civic ieaders, headed by
Mr. Edward L. Ryerson, supported
by groups in the suburbs, has al-

:ready raised approximately $870,-

|

e L
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It is particularly pleasant for
me to be able to tell this audience
tonight that much of the. effec-
tiveness of the fund raising effort
has been due to the women in the
participating communities. With
your continued help, I am sure we
will reach our goal.

The committee has made a good
record. Not top mueh tangible
evidence of progress was available
before last April when we went
to Mr. Ryerson. There had been
some indecision about what should-
be dore to finance the proposed
station. |

No educational or cultural in-
stitution ever has extra funds. No
college or university collects from
its students a tuition that is more
than approximately half of the
cost of providing their education.
All but two of the leading local
educational establishments are
privately supported and depend-
ent upon the annual generosity ol
many local contributors to avoid
operating at a deficit.

Consequently, it was obvious
that the educational and cultural
institutions would not be in a po-
sition to finance the undertak-
ing, although it is understood, of
course, that all of them are pre-
pared to subsidize indirectly some
operating costs of the station by
supplying program and produc-
tion talent whose salaries are paid
by the institutions,

The FCC _has granted 23 con-
struction permits in 18 states for
noh-commercial, éducational sta-
tions. One of ‘these stations, in
Houston, Texas, has been broad-
casting for several months. Los
Angeles is completing its test
broadcasts. Both of these stations
were expedited by funds from a
single donor.

One of the 29 permits was
granted to St. Louis, which is test-
ing now and expects to go on the
air soon. The University of Mich-
igan 1is broadcasting over the
leased facilities of a commercial
station in Ann Arbor while con-
struction of its own station is in
progress,

The Michigan State College sta-
tion at East Lansing is on the air
now. The Iowa State College sta-
tion has been in operation for al-
most four years on a commercial.
license. . A state network is being
planned for Oklahoma under the*
Chairmanship of Governor Mur=
ray. Another statewide network
has been approved and financed
by the Wisconsin Legislature.
Pittsburgh and Detroit are among
the localities with FCC construc-
tion permits. Both are conducting
city-wide fund drives. y

Advantages to TV of Educational
Channels x

Much of the opposition presented
when the FCC was hearing evi-
dence was motivated by self-in-
terest. But now there is some
realization that the new educa-
tional stations actually can serve
this self-interest.

For example: Establishing such
stations will persuade more people
to join the television audience. A
surprising number of the donors
to the Chicago fund campaign for
Channel 11 admit that they do
not yet own television sets but
expect to acquire them when the
educational station begins broad-
casts.

There are quite a few with very -
adequate means to own television
sets who are not yet viewers be-
cause commercial TV is geared to
a general audience in most cases,
rather than to special interest
groups who are highly selective.
Educational television will pro-
vide the freedom of choice these
people seek.

‘This wider choice range may
prove valuable to commercial tele-
vision by sustaining more people
as viewers, If television.can ap-

I also am persuaded tHat, in the
future, educational television may
develop new ideas in the way of
programming. Granted, we edu-
cators have to be educated by the
men and women who have been
successful in the business. But,
even as the student comes back
later with a few ideas for his pro-
fessor, so it may be that some new
developments are to be contrib-
uted to the field by educational
television.

Some have asked: “After the
educational stations are estab-
lished, where will the money
come from to maintain them?”

A number of authorities have
estimated that it will cost between
$150,000 and $800,000 a year to
operate an educational station.
The station operated by the Uni-
versity of Houston, KUHT, was on
the air in 1953 with an estimated
budget of $90,000. It is certain
that none of the educational sta-
tions will cost as much to operate
as the large network stations be-
cause much talent and facilities
will be provided without cost, and
because the FCC has jnot set any
minimum number of-hours per
day that a non-commercial station
must operate.

Methods of Supporting
Educational TV

How will the station support
itself in the future? Some of the
contemplated methods may be
summarized:

If a non-commercial station’s
programs satisfy enough listeners,
it is expected that many will con-
tribute nominal annual gifts to
support more of them. - At this
time, there are more than a mil-
lion and a half TV sets within 50
miles of Chicago’s Loop. Subscrip=
tions of $1 per year from only
one-fifth of these set owners
would provide more money than
needed. Chicagoans annually give
nearly a million dollars to the
March of Dimes, a national cam=-
paign. ]

Some also believe that the state
legislatures should make appro-
priations to support the stations.
Some would prefer not to see this
happen. In any case, it is a source
of support that could be consid-
ered,

While time could not be sold
and there would be no commer=
cials, .gifts for station operation
or for production of-a special pro-
gram could be accepted. Contri-
butions can be acknowledged on
the air in a way, that, indirectly,
will be good institutienal public=
ity for corporate donors. .

With some experience, educa-
tional station managers will be

able to determine what it costs .

to operate their stations for a
given period of time. Based on
this, ‘it is possible ‘that.some cul=
tural and educational-institutions
and civic and welfare organiza-
tions may be able. to_underwrite
the cost of special programs that
they would especially like to
present.

For example: If the Chicago
public school system wishes to
present some closed-circuit, in-
school programs to their class=
rooms, the board of education may
find it more economical to pay
some of the net cost of the tele-
vision time than to hire special
teachers to visit every school,

Tests conducted on commercial
stations in Cleveland and Omaha
in recent years have proved that
some courses can be presented by
TV. Viewers have been given the
opportunity to take written ex-
aminations on the course and have
earned credit toward college de-
grees upon payment of tuition.
In some cases, tuition payments
of viewers may pay the cost of
those prpgrams,

One of the interesting results of
these experiments has been the
demonstration of the effectiveness

SPRAGUE ELECTRIC COmPANY

NORTH ADAMS « MASSACHUSETTS

000, or about 80%, of the $1,100,~
000 believed needed to build the
local station and operate it for a
period of two years.

peal to a wider variety of tastes of education by television. In some
and moods at any time, is that cases the home viewers came to
not to the benefit of the industry the campus at the end of the
in general? Continued on page 48
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' And only Emerson

gives you a TV Picture

So Clear, So Sharp...
You’ll Think You’re

at.the Movies! ‘

B

It's true! Emerson gives you extra inches. of picture—ati

no extra cost] 1

'A FULL-SIZE 21-INCH PICTURE! Not all 21”
sets give you equal viewing area. This Emerson gives
.you more, a full 252 square inches!

'LIKE WATCHING A MOVIE! Emerson’s Dyna-
!power Chassis gives you “sharp-as-a-movie” reception,
leven in fringe areas. Miracle Picture Lock holds the
I picture steady as a movie. Even annoying interference
;is gone—thanks to the Emerson Master Mind Circuit.

iEvery Emerson is ready now for UHF, and has a built-in
antenna,,

e

Clock-Radios Too!

v Satisfied Owners. ..
Moden Split-level styling incorporates

':se]f-starting Telechron electric clock, ; A merica9s Best Buy!
‘with fine Emerson radio. § 2 495 B .7 oot \

¥ ) . in Ebony
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Important Uses of Television

In Indus

trial Operations

By G. H. WILSON *
Supervisor, Electronic Sales,
Diamond Power Specialty Corporation, Lancaster, Ohio

Mr. Wilson describes various uses of television in industrial

operations, particularly where

distance between -an operator

and the process he controls precludes-the possibilily of dire':ct
observation. Points out equipment of ITV, i.e.: lndu.stnal
Television, is less complicated and less expensive than ordinary

TV, and finds-most valuable us

e of ITV is in promoting safety

in mining operations and in minimizing losses from breakdowns

in long distance bel

Closed circuit television, while
comparatively new, is being used
in approximately 25 different
types of industry as a means of

providing re-
mote vision,
enabling the

more than 200

using organi-
zations ‘to
reduce acci-
dents, operat-
ing costs, and/
or capital in-
vestment.

Closed
cireuit, or in-
_dustrial tele-
vision,
commonly re-
ferred to as
ITV, basically
consists of a television camera,
often accompanied by an associat-
ed power unit, which instantane-
ously transmits a continuous
picture. over co-axial‘cable to a
viewer, or monitor, Thus, through
the ‘“eyes” of a television camera
an observer is able to see an oper-
ation, process or phenomena
which may be too distant, too in-
accessible, .or too. dangerous to
view directly. it

Where distance wéen ~ an
operator and the process he con-
trols precludes the possibility of
direct observation, as is frequently
the case where centralized control
is employed, ITV reduces the pos~
sibility of costly mistakes-“and
accidents. Since “seeipg“is be-
lieving,” televisiof provides a
sense of realism which cannot be
achieved by any other means
short of physically bringing the
remote process to the observer. or
vice versa. Likewise television
permits remote control by one
individual of an operation which,
because of its size, formerly re-
quired the coordinated efforts of
several workers. °

Many 1industrial operations are
dangerous and, because of their
very nature, require close super-
vision which exposes personnel to
possible injury or worse. In cases
of the sort, ITV can and has saved
lives, by permitting remote con-
trol of the operation.
chining of high explosives or
destructive testing is conducted by
personnel hundreds of feet away
who still have close control
tlgrpugh the “eyes” of the tele-
vision camera,

While the word '“television”
conjures up visions of highly com-
plex and intricate apparatus such
as that employed in the modern
TV studio and transmitting sta-
tlpr;s, the words “industrial tele-
vision” should rightfully reflect
compact, straight-forward’ equip-
ment. Most present day ITV sys-
tems contain less than 25 tubes,
including camera and picture
tubes. The average home televi-
sion receiver alone requires at
least that many for its operation.

Some equipment contains only
17 tubes of which only three are
in the camera. It can operate
continuously and dependably
without protection in any tem-
perature from zero degree to 150
degrees Fahrenheit, consumes less

G. . Wilson

" 'From‘ an address by Mr. Wil

the Annual Meeting of the Amer;c:‘:xn l:f
stitute of Mining and Metallurgical En-
gineers, New York City, Feb. 16, 1954,

t conveyor systems.

current than a toaster and weighs
less than 140 pounds. The camera
and monitor may be separated by
as much as 1,500 to 2,000 feet
ordinarily and by equally greater
amounts .if additional amplifica-
tion is provided. This equipment
is designed to withstand vibra-
tions up to plus or minus one-
sixteenth inches and will operate
successfully under more severe
conditions of vibration and heat
when suitable enclosures: are pro-
vided. Any number of television
cameras .may be switched to a
single monitor, and any number

of monitors, within reason, may
be used simultaneously.

A mining organization is con-
cerned with the potential danger
to personnnel which exists in
connection with remotely oper-
ated man-skips. Engineers have
suggested the use of a television
camera in the cage to let the op-
erator know unmistakably when
it is safe to put the hoist in mo-
tion without danger to personnel.

A television camera will soon
be installed in a mine shaft view-
ing two sheave wheels providing
the control operator 1,500 feet
away with a positive and fail safe
means of knowing when cables
disengage from the wheels, as
they have been known to do, thus
enabling him to stop operations
in time to avoid an accident and
prevent damage to equipment,
The need for observation is suf-
ficiently critical to currently re-
quire direct observation by an in-
dividual whom the camera will
relieve for productive work,

Demonstration has proven that
closed circuit television can be
used successfully to view the in-
teriors of cement kilns. It’s use

will permit remote control of six
to ten kilns by one highly trained
operator thus greatly improving
product uniformity and at the
same time. reducing operational
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‘costs "and improving working
conditions.

It is reasonable to conclude that
the current trend toward use of
remotely controlled drilling
equipment will even.ually give
rise to the need for ITV so that
proper visual control can be af-
toraed. While tne engineering dif-
ficulties are numerous, several
organizations have become inter-
ested in the possibilities.

To more fully evaluate the fea-
sibility of television for a given
application it is essential to know
the capabilities and limitations of
the several types of camera tubes
currently available for ITV equip-
ment. Since the camera tube is the
heart of any television system, its
capabilities and limitations be-
come, in a general sense, those of
the system itself. )

In every successful ITV installa~
tion the user has determined just
what must be seen and the man-
ufacturer’s engineering recom-
mendations were directed toward
that specific need. Present day
suppliers of closed circuit televi-
sion equipment should be pre-
Jpared ta offer such engineering
advice so that the user is not left
-at the mercy of his probable un-
familiarity with its purposes.

In view of television’s - ex-
traordinary commercial growth,
which will eontinue ‘unabated for

at least a decade, it may be at first
difficult to conceive that it could
be outstripped by .its expansion in
closed circuit usage, as has been
predicted. However, we must real-
ize that its use as an entertain-
ment medium has obscured the
appreciation of its fundamental
purpose. Basically television is re~
mote vision, as its definition im-
plies. Keeping in mind how ex-
traordinarily valuable sight is tao
us, it is not difficult to visualize the
benefits, that can be realized by
extending this faculty. While tele-
vision is far from maturity, it has
—by accomplishment—progressed
sufficiently in this respect to war-
rant serious consideration as a
medium of greater industrial ac-
complishment,

“John C. Legg Admiiting

BALTIMORE, Md. — John C.
Legg & Co., 22 Light Street, mem-
bers of the New York Stock Ex-
change, on March 11 will admit
Beverly Mann Legg to limited
Partnership in the firm.

Dempsey-Tegeler Branch’

PASADENA, Calif.—Dempsey-
Tegeler & Co., members of the
New York Stock Exchange, have
opened a @;an’cfl office at 465 East
Green Street under the manage-
mept of Karl W. Lundberg.

“Fixed and Contingent Charges

The ma-"

Highlights

Operating Revenues .
Operating Expenses .
Operating Ratio
(Expenses to Revenues)
Taxes. , v 0 . .. L4
Income Available for Fixed and
Contingent Charges .

$11

$.1

$

Times Charges Earned . ..

Net Income after Charges . o % %

Net Income Per Share of Common Stock (b)

Income Applied to:
Capital Fund
Sinking Funds . T

Balance of Income Transferred
to Earned Surplus

$

$
$1

Shares of Capital Stock OQutstanding
2t End of Year:

Preferred Stock

Common Stock (b) .
Dividends Per Share Paid:

Preferred Stock . S B S

Common Stock(giving effect to stock split)
Common Stockholders at End of Year .

Tons of Revenue Freight Hauled (Thousands)
Revenue Ton Miles (Thousands) . . . .
Average Revenue Per Ton Mile
Passengers Carried . . wla @ ow
Passengers Carried One Mile (Thousands)
Revenue Per Passenger Mile .
Average Number of Employees
Total All Wages . ¥ 5. % & &
Miles of Road Operated at End of Year

$

$
37

The 1953 Report has been distributed
to Seeboard’s stockholders and
searityholders. A copy may he ob-
tained by writing to: )

W. F. CUMMINGS, Secretary

Seaboard Air Line Railroad Company
Nesfolk 10, Va.

$156,643,985

$ 24,851,281

$ 20,907,833

z

from our 1953

1951

1953 g 1952

$160,584,277
2,836,072 |  $116,886,004

72.19%
$.18,318,327

72.03%
7,793,534

$ 23,930,805

$. 3,942,200
6.07

$ 19,988,605

$ © 8.19(c)

3,943,448(a)
6.30
8.90{c) $

(@)
1,697,300

(@)
$ 770,792

9,210,533 $ 19,217,813

- Retired
234,475 2,439,475
Nene v

3.00
5,672

$
$

5.00
2.10
5302 -

43,744
8,787,838
0143
1,206,164
500,413
.0275
16,402
2,889,512
4,078

43,896
9,269,600
0144
1,320,370
551,133
$ 0276
17,048

$ 75,362,083
4,080

$ $

$,

tion of General Mortgage in 1952

$149,337,054
$111,211,467

74.47%
$ 16,714,694

$ 20,052,275
$ 4,061,561
4.94
$ 15,990,714
7.1%(c)

© $. 3,067,454
$ | 566,608

$ 12,356,652

@

3
1547000
2,125,000

5.00
1.70
4,205

“43,050
9,140,307
0135
1,465,186
568,031
.0257
17,811

$ 72,645,335
4,145

Annual Report

1950

$135,536,777
. $ 98,822,143

1949

$122,894,179
$ 98,870,492

72.91%
$ 16,782,998 .

80.45%
$ 11,198,704

$ 18,469,252
$ 4,294,103

4.30.
$ 14,175,149
$ 6.32

$ 2,704,759
$ 262,483

$ 11,207,907

$ 12,029,664
3,873,370
3.11
8,156,294
3.49

2,432,687
585,713

5,137,894

150,000
2,125,000

150,000
2,125,000

5.00
.60
4,361

5.00
1.20°
4,260

39,723
8,262,713
0133
1,423,636
2 573,680
$ .0245
17,400

$ 63,679,362 .
4,146

33,413
7,357,955
0134
1,582,234
589,315

$ 0254
17,013

$ 64,249,296
4,146

5

(a) Contingent Interest and Capital Fund requirements eliminated by reason of satisfac-

{b) Based on shares outstanding as of December 31. Years prior fo 1953 restated to reflect

effect of the split-up of Common Stock on the basis of 2% shares of $40 por value for
each share without par value (stated value $100), which became effeciive July 23,1953.
The earnings per share for 1951 and prior years are after providing for dividends on
Preferred Stock, none of which was outstanding on December 31, 1952, or thereafter.

{c) Toking accelerated amortization on emergency projects covered by Section 124A

Certificates as-deductions for Federal Income tax purposes reduced the accruals for
Federal Income taxes in the years 1953, 1952 gnd 1951 by $4,280,000, $3,375,000 ond
$1,885,000, respectively. These tax reductions were equivalent, per share of Common
Stock, as restafed, in the years 1953, 1952 and 1951 to $1.82, $1.38 and $0.89, re-
spectively, of the earnings per share of Common Stock shown in the abave tabulation.
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This new kind of transistor

IT’S an entirely new kind of transistor,
developed by Philco scientists, and it
solves two. major problems that to date
have blocked the widespread use of transis-
tors in electronic applications.

For this new Philco Research develop-
ment-{called a swrface-barrier transistor)
contributes the ability, first, to operate at
high frequencies with low power consump-
tion, and, second, to be mass produced with
precision at high speed.

Translate this into hard, practical terms
and you get, for the first time, things like—

. .. a tiny, high frequency military radio

+ set that is powered only by two penlight

cells, yet has a daily operating life of
months.

. . . a match-box size transmitter, acti-
vated by sea water, that sends an automatic
homing signal for rescue operations and
other possible services.

breaks the barriver

to electronic

application...

. . . and, eventually, compact electronic
computers that will perform all the func-
tions of the present, bulky, vacuum tube-
type, yet uses only 1/1000th as much elec-
tric current! ,

But the door has only opened—the great
developments made possible by the surface-
barrier transistor will ultimately spread its
benefits to 90% of the five billion dollar
domestic and military electronics industry.

To solve this basic research problem,
Philco engineers etched Germanium elec-
trochemically to an incredible thinness,
with a tolerance of half the wave length of
visible light! This made it possible, for the
first time, to employ Germanium for its
surface characteristics only, without the
drawbacks of its internal composition.

Here, once again, is an example of the
results flowing from Philco’s continuing
program of basic research. Though still in

)

its engineering phase, the “surface-barrier”
transistor will surely, someday, open the
gate to more and better civilian production
utilizing the marvels of electronics. It is
from research of this kind that the name
PHILCO becomes a unique standard for
achievement in Television . . . Radio . . .
Refrigerators . . . Freezers . . . Electric
Ranges . .. and Air Conditioning.

And the end is not in sight!

anoruer pinst rrom PH [ LC QO researen

tp://fraser.stloujsted.org/
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- Needed: A Catalyst to

Maintain Economic Progress

By ARTHUR A. SMITH*

Vice-President and Economist,

First Nat’l Bank, Dallas, Tex.

After reviewing the role of savings in American economic
progress, Mr. Smith points out that use of savings is largely
determined by institutions to whom the funds are entrusted.
Says decisions of these institutions have important influence

on the economy.

Stresses economic conditions as factor in

investment of savings, and discusses role of commercial bank-

ing in providing working capital needs of business.

effect of economic conditions
money supply.

Traces
on volume of bank loans and

Holds it is function of Federal Reserve to

apply either stimuli or brakes to business activity, without

changing bank loan standards.

Places emphasis on “built-in”

economic stabilizers to avoid business fluctuations.

In his “Economic Report,” the
President refers to several condi-
tions essential to economic prog-
ress. Two of these relate to

money: (1) an
ample supply
of savings
upon which
the growth of
real capital
depends; (2)
“a supply of
money in
keeping with
the increase
in the physical
volume of
productiop

and trade.”
A Traditional-
Arthur A. Smith 1y, saving has
been a great
American virtue. When the coun-
try was young and much less de-
veloped than now, our capital
needs exceeded what we could
save ourselves. Large sums came
from abroad. In the course of
time, however, we were able to
supply to an increasing extent
necessary capital from our own
savings, and institutions for
gathering and utilizing such fuhds
grew steadily in number, until
today no other country in the
world can equal us in this regard.

Obviously American thrift has
made an essential contribution to
the growth of our great industrial
system and to our unequalled high
standard of living. And, interest-
ingly enough, industry’s employ-
ment of our people and the
people’s high level of living in
turn have encouraged savings.

With the exception of war
periods when, because we have
not been prepared, vast sums of
capital have been needed imme-
diately for war plants, the Ameri-
can people in the twentieth cen-
tury have been able and willing
to save veoluntarily practically all
the capital funds essential to eco-
nomic progress. )

I see no reason to suppose that
such will not continue to be the
case unless something happens to
cause people to lose confidence
in the future value of the dollar.
Despite the fact that the dollar
has lost almost one-half of its
buying power since 1939, it re-
mains the best monetary unit in
the world, and confidence has
been maintained. Most people I
have talked with about this as-
pect of our money (and there
have been many) seem to take
the decline in the dollar’s value
rather philosophically—as a con-
dition largely inevitable under
the circumstances, Some have
expressed to me this sort of at-
titude: “When the dollar bought
in the ’30s twice as much as it
now buys, I did not even have a
job all the time; and when I did,
my earnings were meager. Now I
have a good job and earn good
wages. Even if the dollar is worth
only half as much, I get more than
twice as many dollars, So what?”

The few exceptions to this ob-
:«§ervation have been people whose
incomes have remained relatively

Dr.

*Statement by Mr. Smith before the
Joint Committee on the Economic Re-
port, Washington, D. C., Feb. 16, 1954.
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fixed or have not kept pace with
increasing costs of living.

Savings Since 1939

But taken in the aggregate, the
American people have not been
deterred in their inclination to
save since 1939. In fact, their
savings have exceeded those of
any similar period. And although
interest rates are a factor in en-
couraging savings, we do not save
in proportion to interest rates.
To many people the interest rate
is a secondary determinant. Larg-
est influencing factor is income.

Another point worthy of note
is that the vast majority of peo-
ple who save do not themselves
determine the real economic use
to which their savings are put.
Such decisions are made largely
by institutions with whom the
savings are entrusted — banks,
savings and loan associations, in-
surance companies, etc. '

Their decisions have an impor-
tant influence upon the economy.
But let me hasten to say that such
decisions are not purely arbitrary
and subjective on the: part of
those who make them. They are
made within the framework of
certain determinants, among
which are (1) interest rates; (2)
nature of obligations to those who
saved; (3) obligations to stock-
holders; (4) laws and regulations
affecting financial institutions;
and (5) general economic condi-
tions.

It has been a common mistake
to think that the mere existence
of funds or the machinery for
creating them means that those
funds 'will be put to use. If eco-
nomic conditions are none to
promising — if enterprisers’ ex-
pectations are not good — appli-
cations for available funds will
decline, and even a very low in-
terest rate will not induce. bor-
rowing and utilizing funds. . Also
those who make application for
funds under such economic con-
ditions, very likely would find
greater resistance from lending
institutions than had been the
case in more promising periods.
I think that is particularly true
of . institutions, like commercial
banks, whose obligations are
mostly of a demand nature.

But no institution cares to
make a loan at any time unless
there are reasons to believe that
the loan will be repaid—just as
it is true that most enterprisers
don’t care to ask for loans unless
they see a chance to use the funds
advantageously. .

It lis hard to establish cause
and effect., It is difficult to' take
a clear-cut stand, for example,
that our banking system is an
active originating agent in any
phase of the business cycle. On
the other hand, I certainly would
not say that it is an entirely pas-
jsive agent. .

Savings and Commercial
Bank Loans

When attention is directed spe-

cifically to commercial banking,
we encounter an institutional sys-
tem that does not depend strictly
upon voluntary savings and its
own capital for funds, It is able
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to create funds through the lend-
ing process.and does so-upon de-
mand—when the decision-makers
think that the loans can be used
in such a way as to generate the
means of their repayment. Simi-
larly, the system extinguishes or
destroys money when loans ma-
ture and are not off-set by other
loans.

Our commercial banking sys-
tem, as it now exists, has power
to make available any amount
of money conceivably needed by
business for working capital and
other purposes ordinarily served
by the commercial banking func-
tion. It is sufficiently flexible
and adaptable to do so. But it
is something else again to say that
the system should be held re-
sponsible for the periodic varia-
tions in the extent to which such
funds are actually used. Money
available and money at work are
not identical.

It is true that announced
changes in reserve requirements
may have at times some psycho-
logical effect upon enterprisers
and bankers, but it does not al-
ways follow that changes in re-
serves to make funds more avail-
able result in proportionately
greater use of funds; nor does it
follow always that increased re-
serve requirements result in pro-
portionately less use. of- funds.
Yet it is true that the volume of
husiness and the volume of money
in use tend to fluctuate together.

This would seem to lead to the
proposition that changes in busi-
ness activity cause similar changes
in the volume of money in use
rather than that changes in the

“money supply cause business

changes. In other words some-
thing first happens to business
that exerts either an upward or
a downward pressure upon loan
demand. Once the trend is under-
way, it is conceivable that bank-,

ers themselves might contribute:

to the pressure, but most would
deny; that they originated the
trend. For example, business con-
ditions might deteriorate to the
point that bankers would regard
it- necessary to - remain -~ more
liquid, either by retaining a larger
percentage of cash or by main-
taining a stronger primary re-
serve position. To achieve this,
they would adopt a tighter loan
policy, perhaps calling some loans
and refusing to renew or make
many others. This was particu-
larly true in the days when banks
feared “runs” on them. There is
less excuse now since all but an.
insignificant few banks are under
the protection of the FDIC.

Furthermore, the Federal Re-
serve authorities should make it
unnecessary for any bank to exert
downward pressure upon loan de-
mand, or for any bank to turn
down a worthwhile loan.

Should Loan Standards Be
Reduced?

But we come back to the point

that cannot be eluded — economic..

conditions may be such that there
are fewer “worthwhile loans”
even under the customary stand--
ards of credit followed by banks.
And that raises the question:
Should bank loan standards be
reduced on the hope of stimulating
business activity? Without some
“take-out” or guarantee by the
government or the Federal Re-
serve authority, I am afraid-hanks
would not follow such' a course
in light of their responsibilities to
depositors and stockholders.

Here is an implication for gov-
ernment action. At neither ex-
treme—down or up—can it be ex-
pected that the commercial bank-
ing system deliberately will apply
either stimuli or brakes (as the
respective case may be) to busi-
ness activity. Such -must come
from'a more effective, centralized
authority.

Despite the fact that we are
the most advanced people in the
world in matters economic, we
still have not found for sure what

it is that swings the economy pe-

riodically from expansion to con-
traction. Most popular explana-
tion at present is that the economy
does not generate steadily a suffi-
cient effective demand to take off
the market at remunerative prices
all that can be produced. But this
is an inadequate explanation be-
cause it begs the question: Why?

Is it due to inequalities in income

distribution? Is there some defect
in the price system? Do enter-
prisers miscalculate when capital
goods and plant capacity are plan-
ned? Do periods of expansion
stimulate an optimistic psychology

which leads to a liberal supply of.

credit which in turn leads to an
abnormally high effective demand
at the time only to cause contrac-
tion when millions of indebted
people (producers and consumers
alike) must repay the credit out
of their future incomes, thus
lowering effective demand at a
later period? Or is the trouble
due to something that causes dis-
equilibrium between savings and
investment? Or is it because dur-
able goods producers in their
eagerness to supply a pent-up de-
mand at one time operate at above
practical capacity (around the
clock and on holidays) only to
have to curtail at another time
because they sold products in 1953
that they might have sold in 19547

Whatever it is—it is not a lack
of raw materials, or a shortage of
plant facilities, or an inadequacy
of transportation, or a dearth of
manopwer,. or. a deficiency in
managerial ability; or a want of
technological knowledge, or a
scarcity of capital funds. All these
we have in abundance, and when
they are coordinated toward a
common objective—like winning
a war—their output amazes us all,
as was true in the forties. !

An Economic Catalyst
But the mere availability of all
these ingredients essential to bak-
ing a-great-economic pie does not
assure~us+that the pie- will be

baked. Something else is needed
—something less tangible, and dif-
ficult to define. It might be called
the will to do, or it might be re-
ferred to as a coordinating, perhaps
stimulating, ingredient, or maybe
we should borrow a term fron'}
chemistry and label it a “catalyst.

Whatever it is, economists do not
seem quite to have agreed upon a
term. Some refer to it as effective
demand, others call it the pros-
pect of profits; still others like to
describe it as enterprisers’ expec=
tations. . \

This vague something has
grown in its essentialness over the
ages. It has become more and
more important with increasing
economic complexity — with the
rise of specialization and greater
interdependence among us.

In the dark days of the great
depression of the ’thirties, a young
German, scholar told me that he
could not understand why Amer=
‘},ca was economically depressqd.
‘She has everything,” he said.
Yes, we add everything, exqept
the catalyst in proper proportion.

We should double our efforts to
find out what this catalyst really
is and how it can be reasonably
stabilized in the interest of eco-
nomic progress. As the President
points out in his “Economic Re-
port”: “A high and sustained rate
of economic growth is necessary
to the welfare, if not the survival,
of America and the free world.”

In terms of secular trend the
American. economy (in an envi-
ronment of freedom) has always..-
progressed economically. Fromi™
each depression it has recovered
to go on tc greater heights than
before. In the relatively short run,
however, we have experienced
disturbing and sometimes distress+
ing fluctuations. It is against these
that we must strengthen our al-
ready built-in stabilizers and find
additional ones to smooth the
curves more in conformity with
the secular trend of economic
progress.

Continued from page 13

Electronics: Matured,
But Growing Indusiry

inches. Mr. Abrams regards pro-
jection particularly important for
best performance in color tele-
vision. The project is still in the
engineering stage but may be
ready for production in two or
three years. He also predicted the
ultimate development of 3-D tele-
vision as a follow-up to projec-
tion. TV, adding that another de-
velopment of color television will
be the acceptance of Pay-As-You-
See television. In view of the
spiraling cost of TV broadcasting
rates and programming and the
increasing difficulty in finding
sponsors to support important
programs, and particularly since
color will make television pro-
grams - even. -more costly,- Mr,
Abrams . helieves that Pay-As-
You-See. television is the answer
to making available quality pro-
gramming to the viewing public.
Under such a system, he said, the
best first-run motion pictures and
Broadway plays will be brought
into homes at nominal cost to the
owners of TV receivers.

The Pay-As-You-See system
will serve everybody’s interests,
Mr. Abrams declared. He listed
the following benefits: The home
viewer can take what is free in
sponsored shows and also select
the special programs he may de-
cire by paying for them; it will
also supply a substantial source
of revenue to the networks and
stations; at the same time, it will

be a solution to the problems of
the motion picture and'theatrical

producers who now find tough
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