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. As We See It

“Oh! Liberty! Liberty! How many crimes are
committed in thy name!” There is a good deal
in the events of the day which easily brings this
old copy-book maxim to the minds of those old
enough to have been obliged to copy it several
hundred times in the course of their early educa-
tion. To be strictly in style it is necessary, per-
haps, to replace the word “liberty” with “free-
dom” or “freedom-loving,” but that is a mere
detail. Even the Kremlin has upon more than one
occasion found it convenient to invoke the power
of this latter terminology.

But in this day and time it is not only in the
name of “liberty” or “freedom” or “freedom-lov-
ing” that many strange things are said and done.
The word “security” is at times threatening good
sense — as important as sound defense is — and
what is being done and said about it is provoking
a good deal of rather shallow comment about
“brain washing” and “thought control.” We have
in the past had something to say about the prob-
lem of the intellectual nonconformist in a con-
text which includes clever subversive elements
and great interest abroad in scientific achieve-
ments in this country. There is no reason to re-
peat it here. f
~+ - What we shall have to say now has to do with
slavery to words, slogans, and cliches largely in
the field of economics and business, and the
absurdities to which this loss of freedom often
leads us. At about the depth of the depression
which descended upon us in the early "Thirties,
there arose an influential element in the popula-
tion, which became enamoured of the idea that
we in this country had reached what was de-
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What the Chemical
Industry Is and Is Not

By WILLIAM H, WARD*
Vice-President, E. I. du Pont de Nemours & Company

In describing the growth and importance of the chemical
industry in U. S., Mr. Ward points out the industry is not
isolated or detached, but is woven into the industrial
fabric more tightly than any single industry. Reveals
chemical industry is not a despoiler of native raw mate-
rials, but, because of development of synthetics and
substitute substances, contributes to our national wealth.
Stresses value of chemical research, and denies chemical
industry is a monopoly, or a static or independent in-
dustry. Says freedom of incentive is indispensable to
economic progress.

The chemical story is worth hearing by those who
have no great knowledge of industry in general—but
business leaders like yourselves might well wonder why
a trip all the way from Delaware to Louisiana was nec-
essary only to highspot the differ-
ences between the chemical industry
and the industries you yourselves are
engaged in. These differences are
mostly of degree, and I'm afraid any-
thing I would say in that direction
would not be especially interesting
or very valuable.

However, the reason I am here
today is to tell you about the chemi-
cal industry and its progress, and I
am going to do that. I also want to
talk a little about American industry
as a whole and its responsibilities,
and I decided that this could best be
accomplished by emphasizing what
the chemical industry is mot, and,
contradictory as it may seem, help
you at the same time to see the chemical industry as it is.

First, the chemical industry is not a newcomer in
Continued on page 32

*An address by Mr. Ward before the Members’ Council, Chamber
of Commerce of the Greater New Orleans Area, New Orleans, La.
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I D. A. C. CONVENTION ISSUE NEXT WEEK—In addition to the regular edilion, the
“Chronicle” will issue next week a Special Supplement devoted to the proceedings of the
38th Annual Convention of the Investment Dealers’ Association of Canada.
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Outlook for Security Groups
—And Investing Policy

By ARMAND ERPF* r

Partner, Carl M. Loeb, Rhoades & Co.,
Members New York Stock Exchange

Market economist comments on relative attractiveness
of specific industries; divided into broad categories of |
consumer, intermediate, and heavy or cyclical. Analyzes -
bank shares, grocery chains, electric utilities, natural !
gas, air transport, chemicals and fertilizers, oil and gas, -
electronics, rubber, rayon, nonferrous metals, rails and
steels, Maintains share prices will establish stability at
higher levels reflecting increased price-earnings ratios.

Part I: Industry Groups

I was asked to comment on the relative attractiveness
of industries for common stock investment, more or
less comparable to a memorandum which I put out in
January, 1954. Since then, some of the attractive indus-
tries mentioned therein have become
less attractive because their prices
have advanced, although the over-all
investment climate has become more
favorable, We have been witnessing
the process of translating cheap and
plentiful money into security prices
under the auspices of the Republican
Party, which has married the New
Deal and made an honest girl out of
her. Hence, cheap money now is
realistic, whereas before it was a de-
vice of the devil, and other matters
which aroused anxiety have become
_quite palatable under an adminis=
tration not unfriendly to business
and there is a greater cooperation
.- between industry and the govern-
ment, both seeking to entrench full employment and
further improve the standard of living on a sounder

Continued on page 30

Armand G. Erpf

*From a paper by Mr. Erpf delivered before the Boston Saciety
of Security Analysts, and the New England Section of the National
Federation of Financial Analysts’ Societies, Boston, Mass., June 1,
1954.
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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.)

J. C. LUITWEILER
Hayden, Stone & Co., New York City

- Tha Sperry Corporation (“Out in Fron{”

in Automation)

AUTOMATION is a word not
found in most dictionaries, but
will soon be as familiar as is
“mass production” today. Mass
production
was the sec-
ond big step
in the “indus-
trial revolu- ’
tion” when
handicraft
workers
switched to
machines.

Boththese
steps changed

hand-labor,
reduced - costs,
improved liv-
ing standards
and brought great wealth to
captains of industry and stock-
holders of corporations which
adopted them.

Mass production did something
more: It subdivided industrial
processes and - simplified them.
Formerly a machinist used one or
more machine tools and made a

James C. Luitweiler

-finished article all by himself.
Now he uses a single machine:

which does only a single opera-
tion and passes the product along
to the next man on the assembly
line who undertakes the mnext
simplified operation, and so on.
This has brought us to the thresh-
old of automation.

Engineers have begun to ask
themselves, why cannot a “mech-
anical man” —a robot—do this
same work that the human me-
chanic has been doing? The
changeover, however, would not
be so simple but for a marvelous
new electronic invention: the vac-
uum tube. This tube, and more
lately the transistor, have been
adapted to do almost  everything
that man’s five senses can. do.
With electric’ or motive power to
do the “muscle work,” these tubes
and transistors can activate ma-
chines that do repetitive opera-
tions. This is AUTOMATION,

Any such device that will re-
duce human labor, save materials
and speed production means a
lowermg of costs of production
and prices. In a highly competi-
tive . peacetime economy, it is
bound to have wide acceptance
and profoundly affect our busi-
ness life.

Th(; Sperry people have been
“out in front” in automation. They
were pioneers even before the
vacuum tube gave them a new
tool to use. The original company,
the Sperry Gyroscope Co., was
founded in 1910 by Elmer Sperry,
an inventive genius of the first
order. Based upon a 51mple toy,
the gyroscope top, ‘which “every
school.bov knows, Mr. Sperry
conceived the idea of a gyroscopic
compass to replace the magnetic
compasS aboard ships. This de-
veloped into a complicated steer-
ing device which can now take a
ship across the ocean without a
human helmsman. Then he
brought forth during World War I
the 800-million -candle power
search light which lighted up the
battle front in France as a guard
against night air raids. Later it
was adapted for “flood-lighting
landing fields, for airplane beacons
and hlgh—power light for motion
picture - prOJectlon in large
theatres.

Mr. Sperry sold his company in
1929 to outside interests and ulti-
mately. it became the Sperry Cor-

poration, with the Sperry Gyro-

scope as a Division.

The Sperry Gyrocope Divi-
sion is still -youthful, Men
still work in the plant whom
Mr.. Sperry employed. It has
matured  rapidly from- a -hand-
ful of workers to a force of over
17,000. Tortunately, upon. Mr.
Sperry’s retirement, - his. mantle
fell on’ the shoulders of able
lieutenants, inciudinz Preston
Bassett.  Mr. Bassett staried wits
Mr. Sperry 40 years ago as a
research engineer, was, later iz
full charge of engineering for 3
period of 16 years and became
President of ‘the Sperry Gyro-
scope Division ‘in 1945. This able-
engineering staff added many new
inventions, sorne employing th2

8 gyroscopic principle, and in other

fields. For instance—

As a result of a Sperry in-
vention, one can take an airplane
into the air, set the controls, fly
it in a wide circle of hundreds of
miles and land it where it started,
vtithout human hands touchmg
the controls. A plane can also be
landed without seeing the ground,
by sliding down a radio .beam, as
one might ski down a hillside,
without human hands intervening.
Two examples of automation. °

Today the cost of a modern war
plane is only a fraction of the cost
of the complicated instruments it
carries, all applications of auto-
mation. The Sperry Corporation

has contributed a large part of

these new instruments.:

When radar came into general
use in World War II, the Sperry
people had- aleady mastered the
principle of radar and were out-
standing in making hundreds of
contributions to which it was put

in the war. Perhaps the progress.

in
and

in aircraft instrumentation,
radar, in guided - missiles

-what-not since the end of World

War II, is far greater tnan during
those "war years. So much thal
has been done is cloaked in
secrecy that it is hard to say. But
Sperry’s financial statements
would seem’ to confirm this. In
the last year of the war (19435)

their gross revenues were %289

million; last ‘year, $461 million.
: Today the Sperry Corporation
serves, with its precision instru-
ments and . controls, the three
branches of the Defense Depart-
ment and the Atomic Energy
Commission. This constitutes the
larger part of their business. But
last year it also supplied commer-
cial products to private business
totalling $123 million, or

enterprise. Earnings last year

from private business alone should’

have been sufficient to cover last
year’s dividend of $3.00 per share.

Instruments and controls still
constitute two-thirds of their total

volume, but hydraulics and other. /

industrial machinery and equip
ment -and farm machinery now
add another important third.
‘Hydraulics and allied machinery
produced - by their subsidiary,
Vickers, Inc., have added a rela-
tively new feature to Sperry’s
business. It too is in a sense auto-
mation. For it has introduced
hydraulic ipower steering for the
trucking industry and the fast
growing materials-handling in-
dustry.

Farm machinery through the
new Holland Division.of-the com-
pany is a postwar addition, made
at the time when they felt a great
contraction in their government
work -was upon them. Exvansion,
rather than contraction, of- gov-
ernment work seems to have oc-
curred in the last several years.

Statistics are dull except when
they tell such an impressive story

more
than all their business in 1948 for-
both the government and private

The Commercial and Financial Chronicle.’, . tuuwsuay, June 17, 1954

"This Week’s
Forum Participants and
Their Selections

The Sperry Corporation — J. C.
Luitweiler, Hayden, Stone &
Co., New York City. (Page 2)

S. Morgan Smith Company—Paul
B. Zeisler, Jr., Gartman, Rose &
Co,, New York City. (Page 2)

of growth as do Sperry’s. The con-
solidated Sperry Corporation was
formed only 20 years ago. in 1933
its shares had a net worth of $3.19
each and sold that year for a hizh
of $7.50 and a low of $2.12. By the’
end of 1953 this same stock was
worth $37.75 and has lately sold
over $60 per share. In these 20
years stockholders have received
$33.30 in dividends. Net carnings
per share have mounted from 23c
in 1933, to between $3.00 and $4.00
in the war years, and last year to
$7.57; Such earnmgs last . year
were -after paying taxes to our
own and the Canadian Govern-
ments of $17.49, of which $4.33
was excess proflts taxeg In short,
these governments, as “partners in
the business,” got about two and
one-half times what stockholders
earned!

Net income for stockholders

‘represented’ last year only 3¢

out of each sales dollar. Govern-
ment work netted even less. This
is important because one hears
-much -about excessive earnings of
the aircraft builders being likely

to. lead. .to renegotiation  which.

would take away a large share of
such ‘earnings. - Sperry certainly
should riot be in that predicament.

Shares in a company that earned
$7.57 last year, after paying $4.33
excess :profits taxes, now elim-
inated, 'do not appear over- -valued
at $60, if such earnings, or a large

-part thereof, can be maintained

in the future. Sperry’s ability to
do so would seem to depend upon
the - future of automation, The
writer believes automation is like-

ly to have the same rapid de-

velopment as mass production had.
Sperry is an outstanding leader in
this field.

Sperry Corporation common
stock is listed on the New York
Stock Exchange.

PAUL B. ZEISLER, JR..

Gartman, Roase & Co., Now York City
Membes, New York Stock Exchange

S. Morgan Smith o, .

In a period of uncertainty such
as that which currently prevails
in the American economy, com-
panies which have exhibited both

stability and
a% growth irre-
spective of
general + busi-
ness condi-
tions would
appear to
merit partic-
ular consider-
ation. An out-
standing ex-
ample of the
above is.the
S. Morgan
Smith Com-
pany of York,
Pa., one of the
countrys
largest manufacturers of hydraulic
turpines and water kandling equip-
ment. While the company’s name
is a new one to the investment
community (its tenure of public
ownership dating back only to
mid-1952, when 100,000 shares of
common stock were sold for the
account cf the company), its busi-
ness bad its inception in 1877,
when Stephen Morgan Smith, the
founder, produced his first tur-
bire. Since then, S. Morgan
Emith Comvany has been a leader
in the development of the power-
ful turbines wused in modern
hydroelectric generating stations.
Although the principal business

Continued on page 22
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NEW ENGLAND
LIME C0.

“® ‘A chemical and metallurgical com-
pany engaged in the -ATOMIC
ENERGY program.

Nelco Metals Inc,; a wholly:owned
subsidiary, manufactures-high pu-.
rity magnesium and metallic cal-
cium under a contract with the-

'ATOMIC ENERGY CO‘VlMlSSlON

Company earned $11 40 in put
four years. Dividends paid same
peried $2.25.
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'l'elevxsxon and Radio
- Still Gamg Great

By J. B. ELLIOTT*'
Executive Vice-President i 2
Consumer Products, Radio Corporation of America - :

After commeniing on current

outlock for general business,

Mr. Elliott reveals that- sales -of television sets in 1953 were

approximately seven millien; aggregating more than$3 billion.
- Looks for some reduction in 1954, and: urges merchandisers . -

to place “bulls” and “bears”
good :common- sense,

in-proper. perspective and use

“if we are to attain-a - presperous fo-

morrow.”  Indicates: families- will-soon- use-more' than one TV

receiver, and gives.data on recent receiver production. : Decries

belief radios are now a “drug on-the market,”- and urges more

forceful selling. Notes progress in introducing color television, - *
and says. TV color reception is now: possible in 35 cities:

It has been a popular pastime
in recent months to forecast the
future of the nation’s economy.

- The society of’ crystal-gazers, it

. seems, has 4

.+ taken on more :
membership
than ever be- ~
fore and the
members,: old _
and new, have.

» been working

T overtime:
Their predic--
tions,, .it ~ap-~
pears. to me,
boil .down to
this: you pay
your-money -
and take your
choice, On
one side ,of
the, fence are ‘the “bears” who.

~ predict—pessimistically and
loudly—that we’re halfway down
the hill to Hades in a stream-
lined ’54 model handcart. The
“bulls” on the other- side of the

~-ifence proclaim—and. just as out-

~ spokenly—that our: economy is in
for better things.

. Only. a person completely iso-
lated from the rest of the world
would hold today that business is
as booming as it ever was. Cer-
tainly, the level of activity in vir-
tually every aspect of our econ-
omy . has tapered off. Most as-
suredly, and you know thais from.

- your-own experiences, the ‘sell-
ers’ market” has disappeared for
the time being from the Ameri-
can business scene.

Joseph B. . Elliott

In my day-to-day activities, I

_ have the opportunity to conduct
© what might be called—for lack of
. a better-name—*“Elliott’s Continu-
»ing.Poll.on. How’s-Business With
You.” .In recent weeks, I can re-
port, ‘most answers to my . one-,
man survey- are that things are

" either leveling off or picking up.
‘My findings; I might add, are con-
curred in by other opinion-seek-

. -ing organizations undoubtedly far
better equipped and. staffed for
the purpose. Across the nation,

- there is a feeling—as evidenced
by sales figures and othér statis-
tics: that the downward trend -of
business has been reversed.. There
are more than casual indications
that business will continue along
on its present plateau for the next
two or three months through the
normally slow summer season.

*An address by Mr. Elliot.‘t before the,

Association of Electrical Dis-
J.; June 10,

- National ) y
tributors, Atlantic City, N.
1954.

g |

Then, unless most polls.and other,
business guideposis—as well . as
my  personal viewpoints — are:
completely out of focus;-things
will pick up.
-~ ‘What does this-mear to you as
:distributors.of electrical.products?.

You, no doubt, are asking that. .
questlon—and I believe the an- -

swers. I have: to offer will make
-sense:
Television Sales

Let’s . approach -the question,
~first,- from- one *angle—+that of
television - sales..- Last -year, the
television - industry manufactured

—and the merchandising industry. .

sold—approximately 7,000,050 re-

ceivers....3ales volume ‘on these
instruments ~was more than three
billion dollars.
if we reach that mark during 1954
—but I think we.will be so close
as to surprise .many, many per-
sons.. With color ‘television. grow-
ing in stature and with continued
heavy demand -for black-and-,
white television,:I am confident
that ‘we are in for a good' year,
but—there is an if, two little let-
ters- than’ can become a very big
word.

One important. key to the fu-
ture, I am convinced, is a sound
_analysis of the facts we must face.
In shori, I think we should seek
to place the attitudes: of . the
“pulls” and-the “bears” in proper

perspective. If we, as merchan-,.

disers, do this with cold logic and.
good common sense, we have
taken the first big step toward
attaining a prosperous and sound

‘1tomorrow 1n tae bus.ness field.

Todayv’s economic climate, above
all, calls for realism in our: busi-,
ness activities. 1t calls for the
realization . that what’s ahead is

not the ‘feast of an optimist—nor" ’
Tae".

the famine of ‘a pessimist.
prospeet is for a more-balanced
fare and a healthier one.. A -busi-

ness-realist, during this period: of -

readgustment neither throws up
his hands in horror over the pros-
pect of decreased volume nor in-
dulges in wild delight over the
possible prospects for record sales
volume.

Instead, today’s climate calls for
level-headed thinking ‘and action.
It calls for work—and hard work
—with the belief that the reward
will be large. Today’s business
climate calls for judicious cour-
age. It calls for a good plan of
action. It calls for recognized
brand merchandise of outstanding
values. It calls for a desire on the

Continued on page 35
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Chemical Facts and Factors "

By IRA U. COBLEIGH

Enterprise

Economist

Some lab notes about the characteristics of certain cben3ical
enterprises, and the new look some of them have acquired.

The chemical industry is al-
ways a toughie to write about,
principally because you never
know where to begin! What will
you have? Or-
ganics or in-
organics, ih-
dustrial . or
CONnSWmEr,
drugs or .fer-
tilizers, vita-
mins or vi-
nyls? We
probably
won’t wind up
with a nice
tight chemical
package to-
day, but we'll
try to cover a
few points
that may have

been overlooked in the genqral

acclaim of chemical companies.

First, about growth. The chem-
jcal industry has led in this mys-
tic and elusive quality, so fran-
tically sought by individual in-
vestors, and collectively in trusts.
There must be at least a dozen
mutual funds today with the word
“growth” woven into their cor-
porate names, and all of these
own a boat load of chemical
stocks. But from that it does not
follow that all chemicals grow
equally, or that they can be piclged
at random merely because the in-
dustry, to which they claim feal-
ty, has been growing for 20 years
at around 10% a year. For 1953
total chemical sales were a ma-
jestic $20 billion—largest in -his-
tory; and $1.7 billion in new
plapts in 1953 will broaden thfe
base for even larger gross this
year. But this bulge in gross in-
come and in plants, constitutes no
warranty of profitability, which
has showed wide swings among
the different companies.

The most impressive per share
gains (1953 over 1952) were Com-
mercial Solvents up to $1.01 from

..52¢, Mathieson to $3.30 from $2.53,

Smith Douglas to $2.26°from $1.78.

Among the fat cats, those .com-

panies which gross above $300

million, the biggest per share
swing was in Monsanto up.to $4.90
from $4.29. There were also some
back-spinners — General Aniline
which slipped to $3.71 from $5.13,
and Newport Industries down to
95¢ from $1.44. But enough of
these stodgy statistics. I only drag-
ged ’em in to show that even in

a good year results can be as di~

vergent as Liberace and Oscar

Levant,

Ira U. Cobleigh

The Research Factor
Then, of course, there’s been a
lot of hoopla in chemicals about
research. It has been the fashion
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- LAUREN W. GIBBS, Fiscal Agent

Zions Bank. Bldg.
Salt Lake City

favorably to point to companies
that spend 1% to 3% of gross on
research; and to pat them on the
back for sleekly architected and
graciously. landscaped new re-
search laboratories, -replete -with
squadrons ~ of - Phi ‘Bates from

M-.L'F,; “or “Caltech, retorting their

way through the test tubes.
‘May. I suggest, however, ‘that.
mere millions. cannot assure the
delivery “of geniuses like Stein-
metz, Dr. Upjohn or Dr. Wachs-
man. If somebody paid you a mil-
lion, could you ever play like
Heifitz? The same thing goes for
plant investment: Merely because
you plank down $5 million for a
new chemical plant is no assur-
ance that the plant is efficient or
that it will be a good earner. ‘I
could cite plant investments of
the past three years totaling over
$50 million (spread among sev-
eral companies) which have been,
in Broadway parlance, “turkeys.”
All this chit chat has been in-
troduced to set the major motif
for this piece which is that man-
agement is a major factor in
chemicals. Good management can

.select imaginative researchers,

make wise decisions on the char-
acter and location of new plants,
and particularly can mastermind
just which of the 6,900 chemicals
now being produced (or a new
one) it can most profitably manu-
facture and merchandise.

" Well, how do you go about se-
lecting these good managements?
Do you just buy stock in the big
companies? Or those with the
fastest growth rates? Or the most
diversiﬁied production?

There is no absolute answer.
Mere bigness does not assure suc-
cess or forward motion. Those
units that have grown most in the
past may have spent themselves,
and marketing and servicing too
diverse a product list may create
lethal sales costs. In truth, the
quest for slide rule appraisals of
chemical management brass is an
‘elusive ‘one, which many people
solve by- obtaining -their chemical
selections in the portfolio of a
diversified investment trust, or by
deploying their dough into a fund
specializing in chemicals. (The
largest of the specialized trusts is
Chemical Fund, Inc., with assets
today of above $60 million.)

A Few Samples

For those preferring to do their
own choosing, there’s a sort of
rule of thumb that may be worth
examining. When a company of-
fers a low yield on its common
and a-high price/yield ratio, you
generally find the management
(and the company) is excellent.
To be specific right now, average
yield on representative list of
chemical equities would be some-
where around 4.1% and price/
earnings around 15%. Against this
average, glance at the little table
taken from the June 11 market:

Price
Yield (on  Times
1953 Div.) 1953 Net
3.2% 25
39 2.6%
80 3.1%
68 3.0%

It would be silly to suggest.a
search for high price ratio and
ow yields as a conclusive method
for determining company quality
or managerial excellence. But
you'll agree the companies cited
are top-flight on both counts; and
you further will, no doubt, agree
that eager shopping for high
yields among the chemicals is not
a particularly rewarding pastime.
Good chemicals have other ways
of rewarding shareholders than
plying them with big cash distri-
lf:):otions. Stock dividends are nice,

' Chemical

Union Carbide
Hooker Elec...

Looking over the current scene,

’

we see $58 million of 3% % con-

. vertible preferred being offered to

holders of American Cyanamid
common at par. The conversion
at $50 with the common selling
at 45 is most interesting and you
are hereby referred to prospectus
dated June 3 as source for facts
on this elegant company, fifth in
size .among chemicals, with 1953
gross sales at $380,393,000, up 60%
since 1949.

Recent developments in ACY
include a new anti-biotic, Achro-
mycin _tetrachloride, introduced
last November; a $52 million plant
(accelerated amortization) at New
Orleans to produce nitrogen com-
pounds from natural gas' (plant
80% complete), a $15 million ti-
tanium. plant under way at Sa-
vannah, Ga. and purchase, for $12
million, of the Antibiotie Division
of Heyden Chemical in December
of last year. ACY is a top drawer
eompany and would be selling at
a lower yield basis than 4.4%
were it not for the additional
number of shares in prospect from
the new financing.

Mathieson Chemical is an ideal
example of a company growing
by merger. For 1953, MTH, giving
effect to its assimilation of
Squibbs, had gross sales of $243
million. This year by virtue of
merger with Olin Industries, com-
bined gross should reach $480
million and make the new unit
fourth in chemicals. This is pre-
suming it is appropriate to list
arms, explosives, lumber, flooring
and power tools as chemical sales.
Together, these properties should
earn well and Mathieson at 45
paying $2 still looks attractive.

Allied Chemical still moves ma-
jestically along, third behind du
Pont and Union Carbide. It just
sold out its 250,000 share holding
in Air Reduction for cash, which
should make its balance sheet
sweeter than ever. You are al-
ways given an “A” for chemical
judgment if your share list in-
cludes ACD.

Abbott Laboratories has, through
the years, consistently offered a
broad and highly respected line
of ethical drugs plus smart adver-
tising and selling. At current
prices, it does not appear over
appraised with a $1.80 dividend
plus extras. 1953 earnings were
$2.35, up ten - cents from the
earlier year.' Its new non-caloric
sweetener Sucaryl is going well.
Dividends have been paid since
1929 and you have a choice of
the common or the $4 convertible
preferred (into 1.7 shares com-
mon).  Abbott is a durable per-
former. )

It may be stretching a bit to
talk about United Carbon in a
piece about chemicals but this
outfit derives more than half its
sales from carbon black, a chemi-
cal product . achieved by half
burning natural gas or oil. The
stuff looks like what you'd scrape
off your-window" in Pittsburgh
but its-uses are wide indeed, and
widening: It adds color and sub-
stance to paints and inks, goes
into insulations, and all sorts of
plastics. 1.6 billion pounds of the
stuff were turned out last year.
United Carbon has a cozy capi-
talization, only $1 million in debt
and 795,770 common shares now
selling at NYSE at 65, paying
$2.50. This would appear to be at
only four times current per share
earnings and the market quotation
is a most conservative appraisal
of its total of current assets and
known reserves. United Carbon
should stay in the black for a
long time!

Chemicals are still glamorous,
still fantastic, and a lot of them
are growing from specialists into
more general-line companies. The
gravy train for chemical sales has
stopped running, however, and
those that continue to display lush
earning power will be those ac-
centing salesmanship, as well as
technical and manufacturing

prowess and ‘vision.
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The Challenge Of A“A-l'omic Ehéig

FERN At 4 L B4

By CLARENCE E. LARSON*
Director, Oak Ridge National Laboratory

Mr. Larson presents picture of present status of atomic energy,

particularly the progress in the

fields of international relations,

of economics and of technology, as related to it. Discusses
Eisenhower proposal for peaceful uses of atomic energy and
concludes U. S. is ready to embark on program which will con-
tribute substantially to civilization. Reviews economics of
recent developments in nuclear energy, and forecasts reduced
power costs from its application. Explains problems in the

technical breakthrough” in use of the “breeder reactor” and
predicts by 1960 reactors will be producing economically com-

petitive electric power. - !

During - the past year the-«de-
velopments in atomic energy have
come at such-a pace on so many
fronts it is “natural ‘that there
should be some confusion and con-
troversy as to our present position.
We are indeed fortunate that this
situation is brought about—not by
failure and difficulties— but by
substantial progress on all fronts
of atomic energy.

Today, I should like to sum-
marize our present position, re-
ferring particularly to the prog-
ress in the fields of international
relations, of economics, and of
technology as related to atomic
energy.

Any discussion of the present
status of atomic energy would not
be complete without reference to
President Eisenhower’s speech be-
fore the United Nations Assembly
where he proposed the creation
of an International Atomic Energy
Agency, to which,”and I quote,
“The governments principally in-
volved, to the extent permitted
by elementary prudence, would
begintnow and continue to make
contributions from 'their stock-
piles of normal uranium and fis-
sionable materials.” The President
went on to say, “The more impor-
tant responsibility of this Atomic
Energy Agency would be to de-
vise methods whereby this fission-
able material would be allocated
to serve peaceful pursuits of man-
kind.” All of you are familiar with
the favorable reaction throughout
the civilized world.

About’ the same time, Com-
missioner Murray, in a somewhat
controversial but extremely
thought-provoking speech, pointed
out that “The USSR accomplish-
ment in demonstrating a thermo-
nuclear bomb is less dangerous
to the free world than would
have been the case if the Soviet
had announced that it had been
successfully operating a practical
industrial power plant and was

that day offering foreign nations
nuclear power technology in ex-
change for uranium and other
favorable economic and political
agreements.”

Comparison: With. Chemical .
Situation After World War I
Commissioner Murray’s obser-

vation reminds us of a somewhat
analagous 'situation: 30 years ago
following World War I. German
chemical research had developed
a specific drug for the cure of
sleeping sickness, which at that
time was so rampant in Africa
that the administration of col-
onies by the Allied nations was
extremely difficult. After their
development of the drug, a pro-
posal was made that the privilege
of sharing this scientific dis-
covery be conditional upon the
restoration to Germany of her
African colonies. While the suc-
cessful duplication- of the drug
by French chemists made serious
consideration of the proposal un-
*An nddl.'eu‘ by
Manufacturing Cl

White ‘' Sulphur Springs,. W. Va., June
4, 1954. - RS - et

Mr. Larson before the
hericte’  Acsociati

necessary, the value placed on
sclentific and technical know-how
in the field of international ‘poli-
tics-'in interesting to “recall, es-
pecially in the light of our pres-
ent situation in which the United
States is offering to share fission-
able materials and technological
information not for selfish rea-
sons but as a means of encourag-
ing the restoration of world peace.’

The implications of Presidéent
Eisenhower’s proposal have been
discussed by Commissioner
Strauss in a speech in Los An-
geles recently. He pointed out
very explicitly that the proposal
would not involve suddenly plac-
ing trust where ‘yesterday trust
could not be reposed. It would
not solve in a day—or in a year—
the desperate struggle for daily
bread, nor would it—on any pre-
cisely measurable timetable—turn
deserts into lush meadows. Com-
"missioner Strauss pointed out that
the operation of the proposed
International Atomic &nergy
Agency will accelerate the appli-
cation of peaceful uses of the atom
everywhere. It will divert fission-
able material from atomic bomb
arsenals to uses which will benefit
mankind. It will foster dissemi-
nation of information and stimu-
late the acquisition of new fun-
damental data and theory. It
will provide an opportunity for
nations that are atomic have-nots
to acquire atomic facilities best
suited to their individual needs.
He emphasized that, and I quote,
. i . perhaps most important of
all, the successful operation of :the
International Atomic Energy
Agency will contribute mightily
to focusing world attention and
understanding on the potential of
atomic energy to enrich the lives
of all of us and thus dispel some
of today’s doubts and fears that
its only use would be to destroy
us.” As a first concrete step, Mr.
Strauss mentioned that an inter-
national conference of scientists
will be arranged later this year
to consider the benign and peace~
ful 'uses of atomic energy. From
this beginning we can fervently
hope that the seeds will be sown
which will reach fruition in an
atomic energy program for man-
kind that is, using the words of
our President, “not dedicated to
his death but consecrated to his

life.”

One of the most practical sug-
gestions as to how to implement
the Eisenhower plan has been
proposed by your President, Mr.
Foster. This plan proposes an
International Atomic Energy Bank
to make available atomic energy
materials, reactor designs and
know-how to countries which
have inadequate power resources
of their own. The resultant rise
in the standard of living in these
countries would serve as a most
effective bulwark against the,
spread of Communism.

The speeches and plans referred
to above leave no doubt that the
-United- States. is spiritually and
technically ‘ready :te embark. on
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a program in atomic energy which
will contribute substantially to
our civilization.

. Economics of Nuclear Energy
From the field of international
relations, I should like to move
on to- a brief consideration of
recent developments related to
the economics of nuclear power.

" During the past year, one of the
most significant books in this field
was published under the title “En-
ergy in the Future” by Palmer
Putnam. I should like to quote
from this source some significant
figures which may help to place
nuclear fuels in their proper per-
spective.

. “Never before has there been
such a world-wide interest in the
rate at which energy is being con-

sumed. The rate is unbelievable..

... In the United States, one-half
- of all the coal ever consumed has
been burned since 1920, and nearly
one-half-of all the coal and gas
-ever consumed has-been burned
since 1940.” .
To show the increased - rate
- of “burn-up “energy, Mr. Putnam
shows:that the cumulative energy
used from the time of Christ to
1850 was about 6Q (“Q” is the term
used as equivalent to 10" B.T.U.,
or equivalent to 38 billion tons of
coal), The burn-up rate in 1850
was about 1Q per century. How-

ever, ‘at the present time, our

energy burn-up rate is greater
than 10 Q per century. He goes
on. to show that nuclear fuels are
the only energy sources.that at
present seem likely to be capable
of supplying significant quanti-
‘ties of low-cost energy by 1975.

* Mr. Putnam has estimated that
nuclear fuels might be suitable
for supplying about 15% of the
_maximum plausible energy re-
quirements of the United States

in the year 2000. ‘To ‘supply this"

demand it would be necessary, on
the basis of Mr. Putnam’s psti-
mates, {o provide nuclear power
producers at an average construc-

tion rate of about 25 million kilo-"

watts. of installed capacity per

year, starting in 1970 Remember-:

ing that these figures represent
maximum plausible estimates, we
might arbitrarily reduce them by
a factor of ten. But, even 2% mil-
lion kilowatts of installed reactor
capacity per year presents a chal-
lenge that staggers’ the imagina-
tion. J

- These are very large numbers,

especially when one - considers-

that one kilowatt of installed
power- plant capacity usually re-
quires a capital investment of

somewhere about $150 for plants.

using conventional fuels—and
plants for nuclear fuels.can hardly
be much cheaper:

To dramatize the major advan-
tage of nuclear fuels, let me give
this illustration: you have some

conception of the vast -quantities . -

of coal, oil, and natural gas that
~. are transported over this country
by rail, barge, truck, and pipeline
to meet the demands for fuel for
power plants. If we could use
nuclear fuel entirely, the quan-
tity consumed in supplying the
entire world’s demands for a year
would be equivalent to an 8-foot
cube of uranium metal. If one
takes advantage of breeding, the
cube would not have to be U235—
it- eould be natural uranium or
thorium.

" Putnam’s compvpilation of. esti-
mates of the reserves of conven-
tional fuels and of uranium and
thorium shows that 25 times as
much energy is available in the
nuclear fuels. The sort of infor-
mation given above has led Dr.
Curme to suggest that, since our
supplies of nuclear fuels are sub-~
stantially greater, we should use
nuclear fuels as extensively as
possible and save the coal and
fossil fuels for the manufacture of
synthetic organic chemicals.

- While these statistics are in-
teresting, even more significant
figures have been developed by
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The

State of Trade

and Industry

Total industrial production trended slightly upward in the
period ended on Wednesday of last week. However, it continued
to be down from the high level of a year ago.

Over-all decreases were gleaned from latest reports of claims
for unemployment benefits. Initial claims for the week ended
May 29 declined by 1% from the week earlier and were at the
lowest figure since last November. Continued claims in the week
ended May 22 decreased by 2%, registering a decline for the sixth

consecutive week. Virginia and North Carolina were the only .

iwo states showing sizable increases in continued claims.

Unemployment among workers covered by state jobless pay
systems, United States Department of Labor.reports, has fallen
below two: million for the first time since January. In the week
ended May 29, the total declined to 1,966,043, off 112,700 from
the preceding week and a year- earlier the figure was 880,346.

: Industrial production, the Federal Reserve Board reports, held
firm in May instead of taking the usual seasonal drop. Output of

-the nation’s mines and factories stood at 123% of the 1947-49 aver-

age, unchanged from April, but 13 points below May, 1953. The
Boag'd’s seasonally adjusted index rose to 125%, from 123% in
f\xs)tn‘lr 1This was its first increase over the preceding month since
ast July. : ;

Steel prices may soon become as hot an issue as the wage

< question, according to “The Iron Age,” national metalworking
weekly, this .week. They could turn out to be hotter. ‘That’s .
because steelmakers are gradually being forced into the position .

of risking price increases in a relatively weak market.

.They had hoped they could keep the cost of a wage agreement
low so that they wouldn’t have to face the issue of higher prices.
But they feel they must raise prices if wage costs go up more than
a few pennies an hour, this trade paper observes.

Some of steel’s biggest customers, including auto companies,
have been alerted.in advance that if steel loses at the bargaining
table they can expect some steel price increases. Some of them
already have their backs bowed to resist any move to raise prices.
While it is doubtful that they can forestall the .increases, they can

;certainly make it unpleasant for their suppliers. The customer is

more potent foday than he has been at any time since World War
II, comments this trade weekly. :

This, it adds, is intensifying steel management’s efforts to keep
wage costs in line. -Yet ‘it is expected that the wage agreement
finally reached will call for a 5c to 8¢ “package.” This would prob-
ably be followed: by 'a price increase averaging about $2 to $3 a
ton. Some products might be raised considerably more than that,

.and, some not at all. 4

Steel consumers, it continues, are reacting much more calmly
to the wage negotiations than they have in the past several years.
Some strike or price-hedge buying has been noted. But it isn’t
nearly as big a factor-in the market as it has been in past years.

From now .on orders will reflect real demand because it is too .
- late to produce hedge orders before the June 30 wage contract

deadline.

Rush orders for spot shipments are helping support fairly
high level mill operations. Overall steel inventories are still
sinking. Cancellation and hold-up orders are almost totally lacking,
it states.

Despite-some false strength from hedging, the steel market is
showing steady improvement based on real demand. There may
still be a seasonal slump during the hot months. But it won’t be
as serious as many had expected. The steel market has passed the
worst of its shakeout. As more people become aware of this,
optimism will grow, this trade authority reports.

Last week in the automotive industry U, S. vehicle production
recorded a -gain of 21% over outbut reached a week earlier,
“Ward’s Automotive Reports” states. The agency counted an
estimated 134,595 completions during June 7-12, compared to
111,314 in the earlier Memorial holiday week.

The statistical publication added that the Big Three had
programmed 96.9% of last week’s car volume, against only 95.1%
during Memorial Day week. General Motors’ share rose to 54.1%
from 52.0%, while Ford Motor Co. garnered 30.4% against 30.3%
a week ago. Chrysler Corp.’s slice dipped to 12.4% from 12.8%,
while the Independents settled for 3.1% compared to 4.9% the
week previous. . :

The dip in Chrysler’s share reflected a three-day work pattern
for all divisions except Plymouth (five days). Meanwhile, the big

gun of the Independents, Studebaker, closed down the South Bend_

final assembly lines last week.

Bolstering Ford Motor Co. production was the programming of
two plants for Saturday work. No other producers had announced
any sixth-day plans on final assembly.

Only five car producers—Cadillac, Oldsmobile, Ford, Kaiser
and Willys—and six truck makers—Chevrolet, Divco, Federal,
Ford, International and Willys—were working at a faster pace the
past week than in the same period a year ago. Overall industry
volume for June 7-12, however, was 16% below comparable 1953

" output, “Ward’s” notes.

‘Construction outlays this year will reach a record $36,000,-
000,0€0, according to the United States Departments of Commerce

and Labor. That would be 2% above the previous high set in 1953. -

Last November. the two agencies first guessed 1954 (_expenditures
at $34,000,000,000, 2% below the 1953 level. The revised forecast

. Continued on page, 38
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- Observations . . .
By A. WILFRED MAY

Reaction to the Reaction

‘ Last week’s little market “disturbance” furnished ‘a good
microcosm of the public’s way of reacting to a major market
change, '

First again we have the seizure by the press of the oppor=
tunity for dramatization.  This was done to the
full in the day-after news accounts. The
morning-after commentators described - Tues-
day’s action as “an inundating selling-wave,”
“a tumble,” “the worst break in years,” “a
waterfall decline,” “electric market action,”
“the  sharpest - break - since June 29, 1950,”
“deluge with -a “four-minute late .tape,” etc..
For the first time in months the market made
the front page.

Actually—the day’s 'doings should also ‘be
seen in-the perspective of a mere 2% % drop
after a 24% rise in the Dow-Jones Composite
Average, and of 2.12% .against .28% .in the
Blue Chippy D. J. Industrial Average—both in: .~

3

. the interval since the 1953 lows.

Second, there are the explanations, which A Willred. May

are the more interesting: They may be roughly
summarized, together with our comment, as fallows:

“The market. had been carrying o tired look.”- But certainly
the market has “looked tired” very often during recent month‘s:,

--weeks, -and ‘days; without entailing any such sharp decline.

The “A correction was overdue” category of reasoning. But
surely many times previously along the way of the D-J 30%
advance to price-earnings ratios of 30-1, some reversal has been
“overdue.” :

“The fear of American intervention in Indo-China”;

“Secretary Dulles’ denial that we will interfere.”

These two conflicting political “explanations” are typical, and
in line with the foible of citing, ex post facto, the same event to
rationalize directly opposite market behavior. Thus, peace pros-

- pects are sometimes cited to explain a rising market, but at others

as the reason for a decline; and similarly with war prospects,
which after a rise are deemed {‘inflationary,” but,“on the other
hand, after a break are offered as “confiscatory,” “tax-raising,”
and otherwise “obviously bearish.” &

" “Worry qver business prospects.” Also in this sector, including

. steel and -automobiles, for -a jyeaxf' or longer there has been worry
» over- the ‘business prospeets, and; that the bloom is off the boom.

Why didn’t the market conform .to the economic factors at. 310,

“The divergence between the market and business;. and the
outrunning of the latter by the former.” But this, too, has been
the situation for many months. And, as a matter of fact, the busi-
ness prospeets are now picking up, rather than down; to wit, the
observations by top economist Arthuf R. Burns aF }his major press
conference last Tuesday. i

Worry over tax revision.” But, theltax factor did not prevent

the bull markets over the past New Dear-Fair Dgal or Eisephower ;

years. : .
The technicians, of course, have an easier time of painting the
market picture. Now the supply area is 330 for the' Dow with 300
as a safe base, etc., etc. Actually, of course, the technicians have
done no better than anyone else in timing the break. Again, the
market’s short-term behavior has been proved beyond prediction
and explanation!

This, of course, will not prevent the explanation of any subse-
qﬁent . rise Being laid to “obviously foreseéable” pension-fund
buying, overdue business revival, equifies’ scarcity value, a healthy
sold-out market, and to “technical factors” in general'.
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Chemical Marketing Problems
' In Defense Market Research

By NORMAN E. HATHAWAY*

General Sales Manager, Industrial Chemicals Division
Davison Chemical Company
Formerly, Director, Chemical and Rubber Division,
Businesy and Defense Services’ Administration

Mr. Hathaway describes operations of - the Business and De-
fense Services Administration,- and its impact on Chemical * -
marketing problems. Stresses need of keeping -information -
regarding chemical production and its marketing. avenues. up'to
date, so as to be fally prepared for military action. Points out
vast size of the chethical industry creates a serious marketing
problem, which tends to result in the evil of overexpansion.

, Market research in ‘the Business statement or representation to any
and Defense Services Administra- department or agency of the
tion is quite differenit from. that United States as to any matter
done by chemical companies or within its jurisdiction. In essence,

trade organi-
zetions, It is
different be-
causé under
the National
Produection
Authority,
during the
Korean crisis,
reporting of '
production,
sales, and con-,
sumption of
various chem-
icals to the . § A
NPA wasmade 4
mandatory.
Then under
U. S. Code Title 18 it is a criminal
offense to make a willfully false

Norman E. Hathaway

*An address by Mr. Hathaway before
the New York Chemical Marketing &
Economic Section, American Chemical
Society, New York City.

Have you considered using
the

KNOW-HOW

ARIES

concerning

INVESTMENTS

in the

CHEMICAL PROCESS
INDUSTRIES

Aries

‘The organization has served

chemical and process manufacturers,

‘vhderwriters and investors in:

¢ Mergers and Consolidation Studies.
. New Product Analyses.
¢ Techno-Economic Studies for Pro-
spectus Usé.
s
®, Techno-Economic Audits of Com-
_ panies.
© Selection of Projects for Invest.
_mentand Company Expansion.
o Licensing of Proven Processes for
Growth Products.
® Financial. Comparisons of Competi-
" tors as Related to Stock Prices and
" Other' Economic “and ~ Managerial
Factors.
et the Aries experience in chemical
processes and the chemical industries
vid-you. .
ASK THE SPECIALISTS

‘Without obligation, write for our
newsletter Chemonomics.

A R S.ARIES & ASSOCIATES

CONSULTANTS
TO THE
CHEMICAL
_ INDUSTRIES

you either answer the questions or
retire from business affairs. This
peremptory method of obtaining
data,would obviously be a delight

: to the majority of the people in

‘this audience. It would be a rapid
answer to the impossible problems
sales managers sometimes pose to
market research departments,

It is fairly clear that the gov-
ernment needs such informatién
in an emergency. But, the manner
in which it was used and is con-
tinuing to be used, may require
some explanation. |

In any period of emergency
which has confronted the country,
it has been necessary to eliminate
nonessential uses of certain chem-
icals. Since chemicals are mainly
intermediates and enter into the
manufacturing processes of other
products or other chemicals, trac-
ing -them down is generally diffi-
cult. For example, the ‘“‘essential
civilian requirements” of phenol
are really difficult to figure. To
handle many - similar types of
problems, trained chemical mar-
ket research men' familiar with
the differerce between an amide
and an amine were needed and
‘he industry quickly provided
them from a number of chemical
companies.

TTrder NPA snd tha Pueinpgs
and Defense Services Administra-
tion allocations were but one of
the phases of operation requiring
market research. Need for plant
expansion to meet a butter-
and-guns economy — superimpos-
ing partial mobilization require-
ments’ofi top of full civilian re-
quirements—vas another sionifi-
cant market research problem.
National capacity exvansion- was
accomplished by the Certificate of
Necessity program. An idea of
the scope of this proiect ~an be
realized from the 1.400-odd apwvli-
cations-for certificates which were
processed by the Chemical Divi-
sion, : :

- For _this necessary- expansion of
the chemical industry each prod-
uct had to be surveyed and two
critical questions answered, (1)
was the commodity needed for the
defense program, and (2) was
there a-shortage of facilities for
the production of the material. 1f
the answer t6 these two questions
was  “Yes,” defense- market re-
search was brought into the play
and 'two programs initiated, The
first of these ‘was a supply-re-
quirements studv, end tre sero™d
was a capacity-distribution study.
These two programs are essen-
tially the same approach chemical
market research men take to an-
swer questions posed in the indus-
try today. 5 i

A supply-requiremenrts study is
“how much do we have’ and “how
much do we need.” Yo

A capacity-distribution study is
“where do we make ‘how much”
and “where do we use-it.” )

The only answers not availab'é
from industry were “how much
do we need”. and “where do we
use it Thése were to come from
the_ go'yex‘nment, with militarv re-
quirethents answering much of

“where do we use it.”” Some of

" The Commercial and Financial Chronicle . . . Thursday, June 17, 1954

the answers required in 1951-1952
from Defense, Agriculture, Office
of Defense Mobilization; etc., are
just coming in now. The Army’s
total mobilization ‘nitrogen re-
quirement was received just las

February. e

‘Diverse Nature of Chemical

‘ Industry g
One of the. greatest problems
under NPA was the diverse na-

""ture .of the. chemical. industry.

There are well over 15,000 known
products and, as; a- point of inter-.
est, 101 trade associations.directly
associated with the products han-
dled. by .the.Chemical & Rubber
Division. g

‘Consequently, the industry was
little understood in Washington
and it took some time for the
early directors of the Chemical
Division fo overcome NPA'’s sole
interest in’ iron, copper, and alu--
minum.' Due to the diversity of
the chemical -industry, the 6J-odd
chemical goals estahlished were a
large percentage of the total num-
ber of goals for all industries.

Because of- this large number,
and the general lack of under-
standing, top administration fre-
quently questioned, the approach.
But once the division’s” research
program’ was rolling, the~proce--'
dures initially estzblished’ were*
acknowledged to ie right, -and
they proved so effcciive that they:
were adopted by many . other:
groups in NPA. "

This - required an extremely
large number of qualified person-
nel. At the height of NPA ac-
tivity, there were 380 people in
the Chemical & Rubber Divisions.
Presently, in the successor group
in BDSA, there are 32 people,-

The wark-load has naturally
decreased with the |curtailment of
allocations and reduction in cer-
tificates of necessity.

However, because it is vital
that the United States: should be
prepared industrially. for any.
emergency, BDSA must continue
much of the defense market re-
search worlk started by NPA. The
supply-requirements and produc-
tion-distribution studies must be
kept up to date to aveid a repeti-
tion of the vast confus'on created
at the beginning of World War 11
and the beginning of Korea. Dur-
ing the next set-to, if ever there
be one, we will not have six
months to get our induztry-under-
way. Systems: must be esiab-
lished -and those responsible for
allocations must know the exact-
situation from montl t{o month.

The TCivision as prcszntly  or-
ganized - is- attempting to do just
this.

‘Essentially, information avail-
able to: BDSA. for this job comes
from the supply requirements
studies, the capacity-distribution
studies, the foreign economic sta-
tistics relayed by.Statz Depart-
ment and others,- and .data avail- -
able from tariff reports, the Bu-
reau .of Mines, and the .Census
Bureau. This is-basic information,
Assembly, intérpratation, and us2

‘of this data comes next.

‘The Defense Iepartment. fre-
quently desires speci‘ic informa-
tion, In their research programs
and thinking; availability of
cherhicals and consumption pat-
terns are essential. New weapon .
development is an example, loca-
tion: of new chemical warfare in~
stallations is anotier.” v

Similarly, the Industry Evalua=
tion Board, whic¢a is a name’you-
may not have heard previously,

depends upon tha specialists -in- -

the Chemical & Rubbér :-Division-

‘paring

a rating. This rating is most help- synthetic rubber, plastics, insecti~
ful from an internal government cide, and many other ‘industries. :
standpoint, particularly security. - For all these reasons, it has-
I-have never seen the chemical beenagreed by almost everyone ;
industry’s .rating; .obviously We in the chemical industry that it is
must be high“on the list. necessary to contintie government

The Democratic system ‘of in- chemical market research. Ac-
itials has .carried over to the in- complishing the fact has not been-
cumbents. Allocation was for- and will not be easy. Funds
merly known as CMP or Con-. available are meager, personnel:
trolled Materials ‘Plan.. This has are fairly busy with other work
now been superseded: by DMS as.well. Also, the chemical in-
which: is: Defense Materials Sys- dustry.is prone- to overlook the.

tem, which a number of econo- need. and some prodding will be

mists, a few with short hair; have necessary to assure complete co-
devised. - Essentially, 'this is a operation. :
standby- program for use: inr the . Defense chemical market re-:
event of an emergency. It will search data will be available on.
‘endable  effective management of approximately.50 chemicals, rang-,
industrial -problems by ‘ccontrol- ing from acetic acid through-for-
ling the- threz metals: iron, cop- maldehyde to .styrene to tri-~
per,- and aluminum.: The idea is chloroethylene. - In  those cases’
basically sound. Coordination of where four or more producers ex- '
defense chemical market research ist, none of whom occupies more”
information with . this .group is than.50% of the field, the end-
an obvious necessity. It most cer- use patterns will be .released for-
tainly would be difficult io af- publication. ‘To my mind  this
témpt to'do the same’ thing with should provide a basic working’
organic- ¢hemicals, just frem the tool to -market research .people
sheer ‘weight' of number of prod- within the chemical industry and ’
ucts. 3 3 should be welcomed. -We" cer- -

Another use for this market ré- tainly feel at Davison that it will
search data is in -establishing be worthwhile to secure distribu-~
mobilization base requirements, tion . patterns. on some of
This, in non-government lan- -Chemicals. . = oo s
grage, means the chemicals neces- - In addition, if funds are avail-
cary to operate the military or- @able or if the-industry cares-to’

‘ganization and the civilian econ- finance  them; periodie reports:

omy under a partial or complete On pertinent data: will: be . pub=-;
war. Naturally, under fu.l mo- lished. .~ ; sl oot T
bilization, the problem multiplies = The chlorine and alkali -indus-
because of the need to establish 'y recently appropriated $5,000.
minimum civilian requirements. for studxe; by the Census Bureau.
: Data obtained are over and above
Still another use of this data normal reporting on inorganic
will be in d:saster planning, to chemicals. Included are (1) stocks
a.sszst indusiry leaders in esseni~ on hand - the beginning of the
tial plants to be prepared for month, (2) production during the :
bombing attacks and sabotage. month, (3). consumption during
Export also enters into the the month, (4) shipments and in-
problem at the moment. The terplant transfers, and (5) stocks
Chemical & Rubber Division co- on hand at the end of the month. .
ordin~*es with the Brreav of For-
eign Commerce to determine what give supply-requirements studies’
chemical materials are non-essen- performed by NPA, the Defense
tial to Russian war effort. This Production Authority and its suc-
enables a decision as to export to cegsor agency, ODM, set expan-
Iron Curtain countries. sion goals for over 60 chemicals,
> - In addition to that, many prod-
Stockpile Requirements ucts were expanded without goals
Stockpile requirements are an- on a “one of a kind” basis. We
other coordination function. can consider tiose 60 chemical
Chemical stockpiling by.the gov- to be basic to the industry. The-
ernment presents few problems. magnitude of their expansion was
Rubber stockpiling situation is of related on Nov. 19, 1953, at the
considerable importance bsth to combined national meeting of the-
the industry and to the govern- Chemical Market Research Asso-
ment. There has been some ques- ciation and the Chemical Market-
tion--about governmental proced- ing and Economics Division of-
ure in' this problem, and I am the American Chemical Society.
sure it'will be a subject of inter- At that time, Defense require-
est to the industry for years to ments were on the decline.
come. ‘This has'many foreign im- _, 3
plications as well, You caa read- Size of the Marketing Problem
ily understend the effect a huge  The size of the marketing prob-
stock of nat:ral rubber, subject lem that confronts us can be read-"
to deterioration, m:gnt have on ily understood from some simple
our foreign policy with Britain, statisticsrelated during that meet-"

considering her rubber interests. ing.

Economic torecasts are another (1) The chemical industry has*
po:nt of use of these statistics. We led all other manufacturing in-"
hear that Harold Smith, pfesent dustries (non-durables) im dollar-
director of the division, is pre- expenditures for expansion since-
recommendations con- 1938, and alternated for first place-
cernine the health of the chemical with petroleum and coal produets,”
industry. - These will be coordi- and with iron and steel, for all
nated with the other industry di- manufacturing industries since
visions and forwarded on up the 1945,
line, a project that has received . (2) The plant and equipment
considerable publicity reently -expenditures of all .manufactur-.
due to PFresident 'Eisenhower’s ing  industries “have  increased-
excellent decision to refus: to be roughly 50% since 1950. The cor-
panicked by a downturn in busi- responding chemical industry ex-:
ness that we have reason to be- penditures have near’y doubled,
live: may ‘be only témporary. or roughly twice tne overall in--
— The. uses. of th's information-dustrial average.. . - 7. @
which I have outlined so far are” :-(3) A manufacturing ‘industry.
entirety within goveinment. -~ @ -0f -comparable. sizes, -the . steel
-works .and. rolling rills, - shows'

our :

As a result of the comprehen- *

- be “properly ‘prepared ’ for.
any.further-military act.on, alt-0f~

for all technical and industrial in- "this iype of informatiorr must he

formation and recommendations.:
The Industry Evaluation Board is
a‘ group ‘under  Department -of”~
Commerce sponsorship composed .
of high level government-repré-
sentatives from -several depart-‘
ments. Their purpose is to specify
the most essential industries in
the United States from a military
standpoint, and the most essential
plants within that industry. Each™
industry and plant is then given

kept tp to cdate.- As an.exireme
example, let us consider hypo-
thetieally that benzene is devel-
oped as an additive to rocket fuel.
At ‘the present tme, the manu-
facture of rockets is lim'ted. In
the event of any typz of mobil-

-ization, however, the demand for

benzene for use as a rocket fuel
would enlarge tremerdously.
This .would  considerably affect
the .aviation gasoline program,

only a-23% intreasé_in,capacity.. .

~':Since- NPA .Wwas-not_the. con=’
trolling agency- in the final. de-.
cision, -there were .numerous op--
portunities for  differences. with.
other governmental departments.
The -estimated requirements of.
the military were in some in-
stances inaccurate since technical.
knowledge of chemical com-
ponents of many products were
not known. Thé same can be said”
of some of the other governmental

Continued on nage 20-
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Fiaancial Respectability

By WILLIAM H. CHISHOLM *
Vice-President, Oxford Paper Company

Paper company executive reviews growth and progress of the
paper and its by-products industry, and points out the industry

has gained “financial respectability;,” and is no longer a “feasi - -

and famine” industry. Cites

- applied -to increased paper production, aad -calls attention s

large amount of new capital

its-kizh operating ratio to plant capacity. Says there is.no.
. longer a drain en nation’s palp wood capacity, and new growth
equals consump.ion. Calls paper industry “a growth industry.”

Na;uré{lly, I have a great deal
of faith in the paper industry. In

circulating throughout the indus-

try I think you wilt find tie sauie
feeling among

all paper peo-

ple. What is

even more in-

teresting to

me is that you

also appear t>

have faith in -
the industry.

To auodte

“George - Oim-

sted in’'a

speech made

‘in February,.

.1952. when he

-was. President

of the Amer-

ican Paper
‘and - Puln Association, “We (the
industry, . have ac .ieveu 1n tae
past decaZe what mizht be termed
financial resvectability. In years
gone by the investing public and
Janking fraternity pigeonholed ‘us
as a feast or famine industry and
‘one whose equities had a some-
-what sour smell except for the
rankest speculator. Today, because
of 3 10-year continuity of-profits
and dividends and positive signs of
sound industry leadership, we dis-
-cover that the bankers-look
favorably upon us and even to
the point where the equities of a
number of our mills -are found in
the portfolios of trust companies;
insurance companies and others
engaged in fiduciary work.” That
statement .was made over 'two
years ago. Today I think you will
find that the securities of the in-
-dustry are even more widely held
‘and that the percentages held by
-various institutions have increased
considerably. It certainly looks as
though we have acquired “finan-
cial respectability.”

What is the reason for this feel-
ing of confidence? There are sev-
eral, but I think the most impor-
-tant is the steady growth that has.
‘been and- continues to be shown
since - the industry was founded
in-this country. Figures produced
by the "National" Industrial Con-
ference Board show that, bated on
a - Jong ‘term trend, the annual
-growth . rate for the industry’is
4.66%. 1 do not want.to use any
‘more figures than ‘seem necessary
to illustrate my points. I alsc
realize that you-are more: inter-

" ested in the-current -and future
situation-than. you are in the his-
tory over :the years. Howevér, I
-think you will be interested in
some of the following for back-
-ground purposes, ;

7 ¢
William H. Caisholm

Growth of Paper Industry

In 1939 the paper and paper-
board industry produced 13,510,-
000 tons. By 1946, despite the war
years when construction for in-
creased capacity was made diffi-
cult by government restrictions,
that figure had risen to 19,278,000
tons or an increase of almost 43%.
In 1953 the industry broke ’all
records and manufactured 26.556,-
000 tons. In other words, in a
period of 14 years production al-
most doubled and the growth
trend exceeded that of the 4.66%
for the long term trend. What are
the reasons for this outstanding
growth? The first one that comes

*An address, by Mr. Chisholm before
the Boston Security Analysts Society,
| Boston, Mass., June 1, 1954,

to mind is the increase in popu-'
lation over that pericd. There is
no question that population has
a substantia] effect on the growth
but it is by no means the most
important, element. The popula-
tion increase from 1939 to 1953 is
estimated at approximately  20%
as opposed to the industry pro-
duction growth of 97%. The most
influential factor for the growth
of paper and board is the increas-
ing number of new uses for the
products,

To get a better look at the un-
derlying reasons for the strength
of the industry, let’s glance at the
per ‘capita consumption. In 1939
it amounied.to. 244 pounds. By
1946 it had reached 319 and in
1953 each man, woman and child
in the United States used 392
pouilds cf paper ana paperboard.
During the intervening yea.s eaca
indivicdual had - raiseq his con-
sumpiion by 61%. To emnhasize
this point even more, had the per
capita consumption remained at
the- 1939 1level, 1953 production
would have been in the vicinity
of 17,700,000 tons instead of the
aetual 26,566,000 tons.

:This personal consumption of
paper and .board products in one
form or another is a most impor-
tant factor, for it is a utilitarian

use rather than a luxury. - Just.

think for a.moment of the paper
that'is -delivered to your house
and see if you call it a luxury:
The morning and evening news-

papers, toilet and facial tissues, 1

the labels identifying your canned
goods and drug products, the car-
tons -in which the. products you

buy are packed, the magazines b

and ' business - publications, the
paper bag which carries your gro-
ceries. to your kitchen, the ever-
increasing. paper milk container;
the box which contains your
wife’s facial powder, the letters
you receive, to-say--nothing ~of
your pay-check—these are hardly
luxury items, but.rather .products
that are tied in to taes s.ancard
of liviuig in'America.

There are three other points I
would like to make about the
end-use cf paper and board prod-
ucts.. First, because of their wide
spread utilitarian use, :sales . are
less subject to the fluctuations of
the  overall markets. ‘Secondly,
paper and board products, -with
the exception - of the building
field; are consumption  products;

usually limited to a one-time use.

and" then thrown away. Unlike
an automobile or a refrigerator
which can always be used one
year longer .if the money: is not
there to buy a new one, the paper
towel, once used, is thrown away-

and has to be renewed. Finally,.

many paper and bcard products
are.eecnomy items o that.when
the kead of a household’s income
decreases ‘his wife’s purchases of
paper prcducts tend to increase,
while a manager of a manufactur-
ing -plant, in. attempting to cut
costs, 1coks to paper and board to
substittte for more -expensive
packaging and building materials.
All these factors help make the
industry stable — not necessarily
depressicn-proof — but they cer-
tainly minimize the ups and
downs of the economic cycle.
Before I leave the subject of
per capita consumption there is
another important reason I would
like to give for its steady rise and

that i§' the ‘ingendity "6f' the in-
dustry: as illustrated by the con-
stant flow of new uses of cellu-
lose products. This ingenuity
springs” from the brains of the
technica] research men and engi-
neers, the.courage and foresight
of management and the resource-
fulness of the salesmen in intro-
ducing a.new product. Each year

- the industry adds to its reseaich

staff and enlarges its research
‘equipment and ‘each’ year new
methcds and new products emerge

+ which keep pushing up your daily

use of papzr. Vho would have

-believed 10 years ago that today

eight -billion paper milk bottles
would carry almost half the liquid
milk -sold, that a priniing vaver
would be made of 100% hardwood
pulp, that ‘a ground-wood pulp
made -from hardwood would be
incerporated in newsprint or that
-fruit would be shipped in fiber-
board containers. If a friend had
asked you to go for a day’s 3ail
in his new boat using paper sails
you would have thought him
crazy and if you had received
an invitation to see an aquacade
with girls. wearing paper bathing
suits, you would have jumped at
the chance full of anticipation!
Today. your day’s sail would be
a pleasant one even in a brisk
breeze and'the aquacade would-be
just ‘another swim show.

To be sure, mv remarks so far
on growth have been general and
Fave included all segments of the
-edustry, but the points made ap-
ply to all ‘segments: though more
£0 in’ some cases than in others.
To be a little more specific, if we
take the paper segmrent excluding
newsprint and building papers, we
find  that 1953 production
amounted to 10,316,000 tons or an
increase of 77% over the 1939 fig-
ure. In this grouping over the

-

operating ratios of the yedrs we

Rave discussed previously, namely
1939, 1946 ‘and 1953. For paper
they were 83%, 93% and 95%
while for board they were 80%,
96% and 91%.

Because of the high ratio of in-

vestment to the per ton market

price of paper and ‘paperboard,
there.is a.strong incentive to in-
dividual management to operate

as nearly to capacity as possible.
In the past, therefore—take the!

30’s<for example—as demand re-

ceded there was a general effort

to keeo the mills running full by
securing. business from customers
usually served by competitors.
This could be done, if at all, by
price inducement. Others were
not passive and, there being only
so much business: overall, none
could gain or keep a dispropor-
tionate volume, but prices to all
were lowered to a point where
some were selling at less than
cost. These past experiences have,
I think, not been forgotten. To
meet the fluctuations-in demand,
which are bound. to occur from
time.to time, individual manage-
ments in the paper industry now
seem to be concerned more: with
gearing -their ‘production “to their
own demand to a greater extent

than in the past. Effort seems to

be concentrated in seeking addi-
tional volume by developing new
uses. To the extent this effort is
successful, it will promote greater
market stability, reduce or elimi-
nate inventory losses in the hands
of customers. and, within .limits,
enable paper and paperboard
manufacturers to earn g fair re-
turn. Thus the individual' manu-
facturers would have the where-
withal to use in improving guality,
in seeking to lower costs of pro-
duction, or at least to keep them
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from rising, and last, but not
least, to pay regular dividends to
stockholders. Any industry which '
attains these objectives presents a
sound opportunity for investment. -

A Keenly Competitive Industry

Knowing the paper and paper~
board industry, you realize it is
and will continue: to. be .actively’
and keenly competitive. The num-~
ber of companies in the industry,
the varying status from time to
time of those companies, the de~
termination of marketing policies
by .managements of those com-
panies: to meet their particular
needs, emphasize this fact. And
I, for one, am glad to be part of
a highly competitive industry, for
intelligent competition is a spur
to the exercise of ingenuity in im-
proving every phase of the pro-
duction - and  marketing of our
products. What I do think is that
enlightened self-interest will die-
tate a realistic appraisal by indi-
vidual ‘managements of various
situations as they arise and will
result in sane solutions of those
situations.

Before I leave this subject, there
is one other important difference
‘in the 'situation today as against
the 1930’s which I would like to
mention. You have often heard
that prices in the paper industry
are controlled by prices of Scandi-
navian pulp. In the 30’s this was
true to a-large extent. During that
period Scandinavia. supplied be-
tween 20-and 25% of this coun-
try’s total wood pulp requirements
and 60% of this country’s market
pulp requirements, that is 60% of
the pulp that is purchased by non-
integrated milis. Naturally, when

-such a large proportion of the in-

Continued on page 40

same period book and groundwooc
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paper production increased 68%,
fine papers 76%, coarse papers
53% ana tissue and sanitary pa-
pers 130%. In the board segment,
on the other hand, production was
13,863,000 tons in 1953 showing an
increase of 131% over 1939. In
this figure is included building
board which shows an astonishing;

*'New Capital in the -Industry
You Wwill note that so far:I have!
een -using only production and!
per capita consumption figures, I:
fully appreciate that no matter
kow high production or tonsump-
tion may be, if the capacity 'is
cubstantially higher the return on
the investment will suffer.- You
are familiar, I am sure, with the
tremendous amount of capital that
has been poured into the industry.
In the postwar period the average-
‘investment per worker rose from
$18,700 in 1945 to $31,000 in 1951,
the latest figure I found available. *
Although a good deal of the ex-
penditures have gone into- re<
placemenis and quality items, the~
greater amount has been expended
on increased productive capacity. -
Therefore;, let us take a look at:
procuction rates. Prior to 1940 the
high level in operating ratios was’
the 84.1% of 1920, the 1929 ratio
being. 81.3% and the average for-
the -’20s -vzas 77.95%-. In 1932, it
csank to the low -of 58.3%. We
realizé, of course, that under cur-
rent operating conditions the
break-even point is higher than it
was in those days and operating
at a 60% level for any length of
time would drastically reduce-
profits to all and in some instances
probably eliminate them. How=
ever, due to the inherent stability.
of the products of the industry it
would seem that the normal
swings in consumption following
the averaze economic cycle would
place the overatine ratios between
85% and 100% with a few points
down ‘or up for short periods of
time. This was, shown-in 1951
when, under the korean influence,
the.”industry operated at 102.8%
and. in t*e 1949 recession when
the board industry dropped below.

85%. For comparative purposes it _-

,120% increase over the 14 years.:

This is not an offering of these shares for sale, or an offer to buy, or a solicitation of an offer

r

v

to buy, any of such shares.-The offering is made only by the Prospectus,

w

, .88,000 Shares ;
Lily-Tulip Cup Corporation

- Common Stock

(Without Nominal or Par Value)

Rights, evidenced by Subscription Warrants, to subscribe for these shares

at $65 per share have been issued ‘by the Company to holders of its_

Common Stock of record June 15, 1954, which rights expire June 29, 1954,
i as more fully set forth in the Prospectus.

|

The sevetakUnderwriters have agreed, subject to cerfain conditions, to
* purchase any ungubscribed shares and, during and after the subseription
period, niay offer shares of Common Stock as set forth in the Prospectus.

!

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

Blyth & Co., Ine.

The

"

First Boston Corporation  Smith, Barney & Co. Wertheim & Co.

A.G.Becker&Co. | CentralRepublicCompany Dominic & Dominick

Incorporated

Hallgarten & Co.

(Incorporated)

Dean Witter & Co.

Moﬂel, Roland & Stone: -

Moore, Leonard & L‘ynch

June 16, 1954,

might be interesting to give the
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Dealer-Broker Investment
Recommendations & Literature

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

Canadian Common Stocks—Analysis—Wood, Gundy & Co.,
Inc., 14 Wall Street, New York 5, N. Y. '

Chemonomics — Newsletter on chemical processes and the
chemical industries — R. S. Aries & Associates, 270 Park
Avenue, New York 17, N. Y.

Earnings Performance For Japanese Stocks—In current issue
of Weekly Stock Bulletin—The Nikko Securities Co. Ltd.,
4, 1-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan.

“The Eligible Book”—Preferred and common shares listed on
the Toronto and Montreal Stock Exchange considered eligi-
ble for investment by Canadian Life Insurance Companies—
Cochran, Murray & Hay, Dominion Bank Building, Toronto,
Ont., Canada.

Fire & Casualty Insurance Earnings—Annual Comparison—
Laird, Bissell & Meeds, 120 Broadway, New York 5, N. Y.

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

Japanese Industry — Analysis of outlook — in Monthly Stoc_k
Digest—Nomura Securities Co., Ltd., 1-1 Chome, Nihonbashi-
Tori, Chuo-ku, Tokyo, Japan, and 61 Broadway, New York
6, N. Y. .

Over-the-Counter Index—Folder showing an up-to-date com-
parison between the listed indflstrial stocks used in the Dow=

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

Petroleum Outlook — Special report — Thomson & McKinnon,
11 Wall Street, New York 5, N. Y. Also available is an anal-
ysis of American Viscose Corporation.

Railroad Earnings—Analysis of production and quality (bul-
letin No. 169)—Smith, Barney & Co., 14 Wall Street, New
York 5, N. Y.

Utah Uranium—Data on 43 companies—J. A. Hogle & Co., 50
Broadway, New York 4, N. Y. Also available is an analysis
of the mines producing Uranium.

® * L d L J

Aluminum Co. of America — Analysis — Abraham & Co.; 120
Broadway, New York 5, N. Y.

Anheuser-Busch, Incorporated—Analysis—H. Hentz & Co., 60
Beaver Street, New York 4, N. Y. Also available is an anal-.
ysis of Rich’s Inc. and the White Motor Company.

‘Arkansas Louisiana Gas Co.—Memorandum—Hirsch & Co., 25
Broad ‘Street, New York 4, N. Y. Also available is a memo-
randum on Missouri Pacific Co.

'Atomic Energy and Uranium—Comprehensive study covering
the present situation and future possibilities of atomic energy
and uranium—James Anthony. Securities Corporation, 37
Wall Street, New York 5, N. Y. :

Bangor & Aroostook—Analysis—Vilas & Hickey, 49 Wall St.,
New York 5, N, Y, '

Beryllium Corp. — Memorandum — Stamrowe Trading Co., 96
Wall Street, New York 5, N, Y.

Central Indiana Gas Company—Analysis—New York Hanseatic
Corporation, 120 Broadway, New York 5, N. Y.

Central Vermont Public Service Corp. — Memorandum —
Josephthal & Co., 120 Broadway, New York 5, N. Y.

Century Geophysical Corporation—Analysis—George A. Sea-
right, 115 Broadway, New York 6, N. Y. }

De Beers Consolidated Mines Limited—Review—Golkin & Co.,
61 Broadway, New York 6, N. Y.

Eastern Utilities Associates—Memorandum—Chace, Whiteside,
West & Winslow, 24 Federal Street, Boston 10, Mass. Also
available is a memorandum on Farrington Manufacturing Co.

Eastman Kodak Company—Review—Sutro Bros. & Co., 120
Broadway, New York 5, N. Y. Also available is a review of
Union Pacific Railroad Co.

Falconbridge Nickel Mines Limited—Analysis—Kippen & Com-
pany Inc., 607 St. James Street West, Montreal, Que., Canada.

Falconbridge Nickel Mines Limited—Bulletin—de Witt Con-
klin Organization, 160 Broadway, New York 5, N. Y. Also
available is a bulletin on Micromatic Hone Corporation.

The Commercial and Financicl Chronicle...Thursday, June 17, 1954

General Railway Signal—Analysis—Peter P. McDermott & Co.,
44 Wall Street, New York 5, N. Y. ' ‘

Great Américan Life Underwriters, Inc.—Memorandum—Wal-
ter C. Gorey Co., Russ Building, San Francisco 4, Calif.

Hycon—Literature—Singer, Bean & Mackie, Inc., 40 Exchange
Place, New York 5, N. Y. Also available is literature on
H & B American Machine.

Las Vegas Grammar Scheol Educational District No. 12 Bonds
—Brochure—Lauren W. Gibbs, Zions Bank Building, Salt
Lake City 1, Utah.

Lucky Stores, Ine.—Analysis—First California Company, In-
corporated, 300 Montgomery Street, San Francisco 20, Calif.
Also available is an analysis of Permanente Cement Com-
pany.

New England Lime Co.—Analysis—Dayton Haigney & Co.,
Inc., 75 Federal Street, Boston 10, Mass.

Niagara Mohawk Power Corperatien—Analysis—Van Alstyne,

“ Noel & Co., 52 Wall Street, New York 5, N. Y.

Philadelphia Electric Company—Analysis—J. W. Sparks & Co.,
Western Savings Fund Building, Philadelphia 7, Pa.

Snap-on-Tools Corporaticn — Report — Lerner & Co., 10 Post
Office Square, Boston 9, Mass.

J. P, Stevens & Co.—Analysis in current issue of “Gleanings”—
Franeis I. du Pont & Co., 1 Wall Street, New York 5, N. Y.
Also in the same issue is a list of Seasonally Favored Stocks.

Transamerica Corp. — Memorandum — Oppenheimer, Vanden
Broeck & Co., 40 Exchange Place, New York 5, N. Y.

Upson Company—Analysis—Aetna Securities Corporation, 111
Broadway, New York 6, N. Y. Also available is a bulletin
on Texas Natura] Gasoline Corporation.

BOND CLUB OF DENVER : ;
The Bond Club of Denver and the Rocky Mourntain Group of

- the Investment Bankers Association will hold their annual summer

outing on Aug. 13 at the Park Hill Country Club. The outing will
?Ie pxieceded by a Calcutta Dinner Thursday, Aug. 12, at the Albany
otel. i

BOND TRADERS CLUB OF CHICAGO

The 27th Annual Field Day of the Bond Traders Club of Chi-
cago will be held at Nordic Hills Country Club on Saturday, June
26, 1954. Plans for the day are under the direction of Joseph T.
Fuller, William A Fuller & Company, Chairman.

CLEVELAND SECURITY TRADERS ASSOCIATION

The Cleveland Security Traders Association will hold its
annual summer party on June 25, at the Kirtland Country Club.

sociation 35th annual outing at
the South Shore Country Club,
Hingham, Mass. :

June 24-25, 1954 (Cincinnati, 0.)
Cincinnati Municipal Bond Deal-
ers Spring party. :

June 25, 1954 (Cleveland, Ohio)

COMING
EVENTS

In Investment Field

June 17, 1954 (Minneapolis,

Minn.)

Twin City Bond Club 33rd an-
nual outing White Bear Yacht
Club — preceded by a cocktail
party June 16 at the Nicollet
Hotel. "

June 18, 1954 (New Jersey)

Cleveland Security Traders As-
sociation annual summer party at
the Kirtland Country Club.

June 25, 1954 (New York City)

Municipal Bondwomen’s Club
of New York annual outing at
Rock Spring Club, West Orange,

Bond Club of New Jersey an- N. J

nual field day at the Rock Spring
Club, West Orange, N. J

June 18, 1954 (New York City)
“Syndicats” 5th anniversary

and outing at the Echo Lake

Country Club, Westfield, N. J.

June 22, 1954 (New York City)

New York Stock Exchange Golf
Association annual tournament at
the Winged Foot Club, Mamaro-
neck, N. Y.

June 24, 1954 (Boston, Mass.)
Boston Securities Traders As-

For Banks, Brokers & Dealers only
On the Press

Revised Edition of—

- Industry and the Atom
TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Association

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

HA 2-

2400 B

376

Aomura Secuxities
- Co., T,

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

Material and Consultation
com
Japanese Stocks and Bonds
without obligation
61 Broadway, New York 6, N. Y.

Tel.: BOwling Green 9-0187
Head Office Tokyo

June 26, 1954 (Chicago, I1L.)

Bond Traders Club of Chicago
28th annual field day at Nordic
Hills Country Club. L

June 29, 1954 (Detroit, Mich.)

Securities Traders Association
of Detroit & Michigan 19th annual
summer outing at Plum Hollow
Golf Club.

Aug. 13, 1954 (Denver, Colo.)

Bond Club of Denver-Invest-
ment Bankers Association summer
frolic at the Park Hill Country
Club, preceded by a Calcutta
Dinner Aug. 12 at the Albany
Hotel.

Sept. 10, 1954 (Chicago, Il1.)

Sept. 23-25, 1954 (Minneapolis
Minn.) ,
Board of Governors of Associa-
tion of Stock Exchange Firms
meeting.

Nov. 28-Dec. 3, 1954 (Hollywood,
Fla.)
Investment Bankers Association
Annual Convention at the Holly-
wood Beach Hotel.

Lewis Elected Dir.
Of Greater N. Y. Fund

Salim, Lewis ;

Wall Streeter Salim L. Lewis, a
senior partner in the firm of Bear
Stearns & Co., has been elected
to The Greater New York Fund’s
Board of Directors. He will serve
as Vice-Chairman of the Fund
board and on the executive com-
mittee.

Rmerican Exch. Golf
Tournament Winners

Henry C. Hagen, with a score
of 81, was winner of the Chairman
of the Board’s trophy, at the golf
tournament of the American Stock

‘Exchange Five and Twenty Club

held June 15. Harold Brown,
Brown, Kiernan & Co., was sec-
ond with a score of 83. Both are
members of the Five and Twenty
Club.

Thomas Hickey received the
President’s Cup with a score of
78.

N

With Interstate Secs.

" (Special to THE FINANCIAL CHRONICLE)

CHARLOTTE, N. C.—Charles L.
Green has joined the staff of In-
terstate Securities Corporation,
Commercial National Bank Build-
ing.

Erich Loser Opens

Erich Loser is econducting a
securities business from offices at
235 West 102nd Street, New York
City.

Negley, Jens Adds
(Special to THE FINANCIAL CHRONICLE)
PEORIA, Ill.—John W. Rowe,
Jr., has joined the staff of Negley,
Jens & Rowe, of Jefferson Build-
ing. "

With Cantor, Fitzgerald

(Special to THE FINANCIAL CHRONICLE)
BEVERLY HILLS, * Calif—
Jerome Zonis has been added to
the staff of Cantor, Fitzgerald &
Co., Inc., 232 North Canon Drive.

Municipal Bond Club of Chi- -
cago annual outing at Knollwood

Country Club, Lake Forest, IL -

Sept. 17, 1954 (Philadelp_hia,‘ Pa.)

Bond Club of Philadelphia 29th
annual field day at the Hunting-
ton Valley Country Club, Abing-
ton, Pa.

Sept. 22-26, 1954 (Atlantie City)

National Security Traders Asso-
ciation Annual Convention at the
Hotel Claridge.
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The Responsibilities of
Banking Leadership Today

By HOMER J. LIVINGSTON *

Vice-President, American Bankers Association
President, The First National Bark, Chicago

- Asserting that change is the only certainty in the life and enter-

prise of a dynamic nation, prominent Midwest banker calls

. attention to the vastly enlarged economy in which banks are
now functioning. Gives data on our national economic accom-
plishments and indicates oncoming changes appear to be even
greater. Says all this will require highly competent manage-
ment for our banks, and gives advice on good bank manage-
ment. Stresses need of bankers to fully understand the Federal
Reserve System as well as world banking and financial prob-

lems.  Calls for highest standards in bank leadership.

There is everywhere today an
increasing realization ‘that the
world has experienced in recent
years economic; social, and politi-
cal changes of
far - reaching
significance.
In the United
States, the
flow of world
events and the
gigantic for- -
ward strides
of -the Amer-
ican economy
are compel-
ling banks and
business con- -
stantly to re-
examine their-
policies and
their objec-
tives. It is not an easy task to
adjust our thinking. to -the vast
changes which are today dictating
the direction- and- determining the
development- of the American
economy. It is much easier mere~
1y to follow the‘accepted routines
and the inherited opinions of the
past. But if history.teaches any-
thing, it teaches- that constant
change is the only. certainty in the
life and enterprise:of a dynamic
nation. When- change stops, the
enterprise and- genius of a nation
are dead.

If we are to measure the re-
sponsibilities -of banking leader-
ship today, we need to understand
clearly the vastly enlarged econ-
omy in which. banks are now
functioning. Consider for a mo-
ment the remarkable changes
which have eome to the United
States in recent years.

Homer J. Livingston

A Record of Accomplishment

The record of American accom-
plishments is expressed more elo-
guently in statistics than in mere
words. In 1953, the disposable
personal income. (that 'is, in-
come after taxes) of the American
people was 350% higher, and the
gross national product (the goods
and services we produce) 400%
greater than in 1939. Business
expenditures for new plant and
equipment rose over 500%, and
expenditures for public utilities
rose over 800% compared to 1939.
Income and production have had
a dramatic and almost incredible
upsurge. While population was in-
creasing 22% and employment
35%, the gross national product,
after eliminating the effects of in-
flation, increased almost 100%
since 1939.

- The American middle class,
wupon which'so much of the eco-
nomic progress of the nation de-
pends, has been greatly enlarged.
The number of \persons -earning,
annually, from $2,000 to $5,000,
and over, has |been increased
many times. For example, nine
times more Americans were earn-
ing $5,000, and over, in 1952 than
in 1941. The American people
have had a remarkable advance
in their real incomes and in their
standards of living. The substan-
tial increase in the size of the
middle class is one of the most

*An address by Mr. Livingston before
the Annual Convention of the Illinois
Bankers Association, Chicago, Ill, June
16, 1954. 5 i .

significant developments in this
generation, and it is the founda-
tion uoon which American indus-
try has built the greatest mass
markets in history.

Consider what this broadening

| of the middle class has done’ to

only a few products in the short
time since 1946. The output of
room air-conditioning units has
risen from 30,000 to an estimated
1,000,000 annually; television out-
put from 6,000 to over 7,000,000

¢ units annually; and the output of

farm and home freezers from
210,000 to an estimated 1,150,000
units last year.

Our people today have over
45,000,000 passenger automobiles,
approximately 18,000,000 more
than they owned in 1940. In the
same period, they increased the
insurance they own from $115 bil~
lion to over $304 billion, anc
their total savings rose from $68
billion to $250 billion. In fact,
in the last three years, the people
have saved at the unusually high
rate of 7.3% of their disposable
income, compared to 4.5% in the
prosperous 1929 period. These
vast savings indicate that vast
markets are available in the econ-
omy.

Congider the striking develop-
ments in agriculture. Output per
man-hour on American farms to-
day is 150% greater than it was
only 12 years ago. An endless
stream of mechanical equipment
has moved to the farms. Almost
6,000,000 units of equipment —
traetors, motor trucks, grain com-
bines, corn pickers, and milking

.machines — have been placed on

farms since 1941. Seventeen bil-
lion dollars of equipment is on
our farms—five times as much as
we had before we entered World
War II. Today the average Amer-
ican farm is worth $30,000, which
is equal to $20,000 invested for
every farm worker, and repre-
'sents almost twice the investment
per worker in industry. Despite
a decrease in the farm population
of 6,000,000 persons since 1940,
and a very large addition to our
total population, the agricultural
industry has increased production
and has given all of us much
higher standards of living. Farm-
ing in our time has become big
business.

No factor has had a more pro-
found influence on the growth of
our economy in recent years than
the increase in population. From
1940 to 1950, our population in-
creased almost 20,000,000, approxi-
mately one and one-half times the
total population of Canada. In
only three years since 1950, our
population has increased more
than 9,000,000 persons, and by
1960 may reach 175,000,000. Month
after month, we add a population
equal to a city of 250,000 to be
clothed, fed, educated, and shel-
tered. However, we need to un-
derstand that merely adding to
our population is no guaranty
that economic progress will con-
tinue, nor does it assure us that
standards of living will rise. The
heavily populated nations of the
Far East have the lowest stand-
ards of living in the world. An

increasing population is not
enough., M_en_,need freedom, edu-~

cation, and incentives to produce.
They need to share in the results
of efficient production. They need
remuneration for thrift and for
the accumulation of capital. They
need the free play of all those
constructive factors which have
been the mainspring of America’s
extraordinary economic progress.

The amazing record of our eco-

- nomic and social growth reveals

that 40,000,000 persons now get'
paid vacations and '1,000,000 per-
sons (excluding servicemen) went
abroad last year. For better or for
worse, 27,000,000 homes now have
television and can see “I Love
Lucy” every week.

As recently as 1935, only an.
adventurer would cross the ocean
by air. Today we casually ask
whether Uncle Bill will fly or
take a boat to Europe. In 1952,
over 86,000 airplanes carrying
more than 1% million passengers
entered the United States.

Greater Changes Coming

Remarkable as these develop-
ments have been, the changes now
on the horizon appear to be even
greater. (One is reminded of the
moving-picture producer who said
his company’s last picture was not
very good. He said it was “only
colossal and magnificent.” The
next picture would be much bet-
ter. So we may say that America’s
past has only been colossal and
magnificent. The future looks
even better.) In the future, we
may expect electronic equipment;
new medicines and the conquest
of disease; jet-propelled passenger
planes; great highway systems
spanning the entire nation; whole
sections of our major cities rebuilt
and  modernized; large expendi-
tures for replacing industrial ma-
chines and equipment; vast out-
lays to enlarge school systems,
hospitals, and utilities and also
far-reaching changes in our entire
economy that® will flow out of
atomic energy.

Our extraordinary  economic
progress has been accompanied
by a substantial growth of the
banking system. Consider only a
few of the significant figures.
From. 1939 to 1953, loans of all
banks increased from $22 to $81
billion, investments from $28 to
$91 billion, time deposits from
$25 to $68 billion, capital accounts
from $8 to $16 billion, and total
deposits from $68 to almost $200
billion.

The financial welfare of every
business and every individual in
the largest city and in the smallest
village depends to a great degree

upon the competence and the abil-
ity of the leadership in our 15,000
banks. Even the single responsi-
bility of administering the $68
billion in deposits carried in time
accounts by 68,000,000 depositors
is a sobering one.

Today, when even the smallest
banks are large compared -to a
few years ago, and when we-are
stewards for $200-billion in total
bank - deposits, banking requires
an even higher level of leadership,
Today,. also, when'the American
economy has such a far-reaching
influence on the -economies of all-
nations, and when the United
States has grown to world bank-
ing and financial leadership,
American banking must be ade-
quate to discharge the -responsi-
bilities and the challenges inher-
ent in that leadership.

There is an almost irresistible
temptation to become romantic in
our thinking about the great fu-
ture of the United States and the

" banking system. But in order that

this discussion may not be lost
in abstract generalities, let me set
down in specific and practical
terms three fundamental respon-
sibilities of bank leadership today.

Requirement of Highly Competent
Bank Leadership

The first responsibility of bank
leadership is to provide highly
competent management for our
banks. I shall make no attempt
here to discuss the details of
everyday banking. I shall deal
rather with the major phases of
our stewardship. At the risk of
oversimplifying this first respon-
sibility, may I emphasize five
significant aspects of bank man-
agement, First, we are obligated
to provide credit facilities for our
communities. We must have
something more than a casual
acquaintance with the businesses
and industries we serve. if we are
to take care of their credit needs
intelligently and protect our de-
positors and stockholders, It is
worth recalling that approximate-
ly 40% of all bank deposits are
invested in loans.

No one can study the vital sta-
tistics of the births and deaths of
businesses without being im-
pressed with the hazards of busi-
ness life. The competitive struggle
for survival and for profitable
operation is intense. In the first
nine months of 1952, more than
323,000 new businesses were estab-
lished, and over 278,000 busi-
nesses died. Of 2.6 million con-
cerns listed by Dun and Brad-
street in 1952, approximately one
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in seven withdrew from operation
that year. If you take a 40-year
average from 1900 to 1939, you
will find that every year one out
of three listed business concerns
withdrew or failed, and these tig=-
ures do not include some or the
most hazardous retail lines. Of
the 867 business failures in Jan=
uary 1954, two-thirds were busi~
nesses five years old or less. Dun
and Bradstreet reports that the
average life of a business is about
66 months. The hazards of busi-
ness are never small. Obviously,
we must have a basic understand-
ing of the financing problems of
business in order to extend credit
soundly.. We need to be better
qualified to analyze balance
sheets, profit and loss statements,
surplus accounts, and budgets. We
need to study economic conditions
and their effects on the businesses
of our customers. .

On an average, over 35% of
total bank deposits are invested
in United States Government ob-
ligations, and almost 10% of the
deposits are invested in other se-
curities, So large a part of our
earnings assets now is in our bond
accounts that at least one person
in each bank should be assigned
the definite responsibility for
studying interest trends and the
bond market every day. It is as
unwise to be complacent about a
bond account as it is to neglect
the loan portfolio,

We need also to review regu-
larly the problem of building our
capital accounts. In 1953, deposits
were almost three times as large,
and loans were over three and
one-half times as large as they
were in 1939; and yet, capital ac-
counts only doubled in the same
period. Banks need still larger
capital accounts for the losses of
possible periods of business de-
cline. Equally important, banks
need constantly to build' capital
to take care of the expanded
credit needs of  their customers.
A bank which wishes to grow
with "its community and with
growing businesses must have @
growing capital structure.

. Good management also neces»
sitates a good auditing and control
system in every bank. Poor ac-
counting practices and poor audit-
ing controls are inexcusable in
any bank. If a bank is teo small
to have competent auditing, then
management may provide periodic
-audits by able outside account-
ants. .

Good management makes im-
perative at least one other re-

Continued on page 24

This advertisement is neither an offer to sell nor a solicitation of an offer to buy any of these securities.

Not a New Issue
Pt ol sl

The offering is made only by the Prospectus.

114,954 Shares

Hammond Organ Company

Common Stock
($1 Par Value)

Price $28 pef Share

Cop;'e: of the Prospectus may be obtained in any state from such of the Underwriters,
including the undersigned, as may lawfully offer the securities in such state.

A. G. Becker & Co.

Incorporated

Hemphill, Noyes & Co.

June 15,1954

Union Securities Corporation

Hornblower & Weeks

Lee Higginson Corporation
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Accomplishments of New York
State Bankers Association

By STANLEY A. NEILSON¥* .
Retiring President, New York State Bankers Association
President, Bank of Gowanda, Gowanda, N. Y.

- Speaking as outgoing President of the New York State Bank-
ers Association, Mr. Neilson points out accomplishments dur-
ing past year. Comments on tough competition from Federal
lending agencies and inroads of mutual savings banks. Calls
attention to Association’s Educational Foundation to promote

an informed public and an-informed banking fraternity.

. As I come to the end of my
administration, I cannot heip but
feel proud of the accomplishments
of this past year. I am proud of
Al Muench .

and his staff.
I am proud of
the Council of
Administra-
tion. I am
proud of the
Committee
€Chairmen and
fth e members
of their com-
foittees. I am
proud of every
member of our
Association,
because - it is
only through
the splendid
cooperation of all of you that we
have had what I consider a very
successful year. You are all very
busy men, but believe me, gentle-
men, not one single man even
hesitated when asked to take -on
a-job. That spirit can’t help but
make any Association successful.
- I have always felt that the New
York State Bankers Association
i3 and should be the outstanding
State Association in the country.
After all, we have about one-third-
of the country’s finances in the
impire State.

One of our first aims was to
provide continuity to Association
policy. To that end I appointed-
the State Policy Committee which,’
vszith the- change in our constitu-
tion voted at our Mid-Winter
Meeting, will become part of the
Jixecutive Committee. That Com-
mittee will consist of 10 members
at large, three from Group Eight
and one from each of the other
Groups, who will eventually be
¢lected for a term of three years
with three to be elected each year’
jor two years and four the third
year. In addition, there will be

*Presidential address of Mr. Neilson at
the 58th Annual Meeting of the New
York State Bankers Association, Lake
Placid Club, Lake Placid, New York,
June 4, 1954,

Stanley A. Neilson

two Group Chairmen and two
Groun Representatives on the
Committee,

Other changes were made in the
constitution. and by-laws, all of

1 which I hope will improve the

administration of our Association,

I feel that we should take a
stand on Federal legislation as
well as State, and to that end we

‘| appeared and filed briefs on the

extension of Federal Savings and
Loan branches at hearings of the
Home Loan Bank Board and also

the. Banking and Currency Com-’

mittee of the Senate.

We also appeared last week be-
fore the New York State Law
Revision Commission and filed a
brief opposing the adoption of the
Uniform Commercial Code.

Danger of Federal Deficit

You all remember the bulletins
which were put out by the Asso-
ciation in support of sound fiscal
policy which were used in many
other states during that inflation-
ary period. While the inflation
has been presently halted, we are
still faced with an unbalanced na-
tional budget. Conditions in the
world are very serious and the
outlook is not bright. Much pres-
sure is being brought on the Ad-
ministration -for more spending,
raising tax exemptions and
further extension of social wel-
fare which wauld add many more
billions to the Government deficit.
We ‘are engaged in a cold war
and I believe we as bankers must
stand fast on sound financial pol-
icy. We must not lose by fiscal
bankruptcy at home.

The commercial banks are do-
ing a tremendous job of financing
industry, business, agriculture and
individuals in our various com-
munities. We are, however, faced
with tough competition. Over 40
Federal lending agencies, savings
banks, savings and loan associa-
tions and credit unions are all
either fully or for the most part
exempt from Federal Income

Taxes. These institutions are bid-
ding for-our deposits,

Unfortunately, the joint study’
of the financial situation with the,

Savings Banks Association was
discontinued. I believe we should
continue the study in our own
Asscciation.. When we return to

. normal conditions, and I hope it

may be soon, how much can be

drained from the spending stream .
- into the mutuals without affecting .
< the'national economy? What will_

be the eventual effect of unsound
mortgage loans?
stitutions have been growing at a

much greater rate than the com- .

mercial banks, I believe that for

the general public welfare, we’
should endeavor to find answers.

to some of these questions.

Educational Program

And last but not least, we have
organized our Educational Foun-
dation. This to my mind is one
of the most important activities
we have ever undertaken. An in-
formed public is absolutly neces-
sary to the future of our country.
I might say, too, that informed
bankers are necessary to the fu-
ture of our industry. We hope to
assist you in the know-how to in-
crease your earnings and safe-
guard your deposits; to enable you
to pay reasonable wages and to
enable you to educate your em-
ployees, your stockholders .and
your public, through service clubs,
parent - teacher organizations,
schools, farm organizations, “and
what-not, on the value to every
community of commercial bank-
ing. k

We have been very fortunate in’

obtaining Bill Green as*Educa- -

tional Director, but each - and
every one of us must do.our part

in spreading the, information if

the Foundation is to be a success.

I am proud to be a commercial
banker and a member of .our: fine
Association. I am deeply grate-
ful for your splendid cooperation
during the past year. I beg that
you - -continue. that  cooperation
with your new officers, so that
our Association may accomplish
much for the welfare of our State
and Nation.

Penington, Colket to
Admit Two Pariners

Penington,” Colket & Co., 70
Pine Street, New . York City,
members of the New York Stock
Exchange, will admit Jesse A. de

Camp and Edmund Brown, Jr., to’

partnership as. of July 1. Mr.
Brown is manager of the firm’s
investment planning department.
On July 1 W. Lippincott Colket,
general partner in the firm .will
become a limited partner,

e e

Dated June 1, 1954

June 16, 1954

This announcement is not an offe

$5,000,000

Central Illinois Public Service Company
First Mortgage Bonds, Series F, 3%

Prz';e 102.25% and accrued interest

Copies of the Prospectus may be obtained from the undersigned.

HALSEY, STUART & CO. INC.

ol e to sell or a solicitation of en offer 1o buy these securities,
This offering is mad only by the Prospectus,

Due June 1, 1984
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From Washington
Ahead of the News

= By CARLISLE BARGERON

In these days when there seem to-be-an unusual number of
“movemes.ts” organized by men of energy seeking to make them-
selvés heard and to wield influence, the Citizens for Eisenhower
Committee affords an interesting study. The Republican National
Committee, though it would never be heard . .- 2
saying so out lcud, anc though it maintains an
outward show cf cooperation, views it with
apprehension. ;

It was welcomed in the 1952 campaign as
a necessary adjunct for victory. But it has
been revived to elect supporters of Eisenhower
in the forthcoming Congressional campaigns.
This could give the President and his entou- -
rage something approaching a veto over Re-
publicans who either have not been so warm
in their support of the Administration or who
have been ovenly in opposition. There has
been no suggestion from the commitiee as yet
that it would support Democratic candidates
in some instances but as the campaign devel-
ops it will be faced with this problem and in
view of the fact that its membership is com- o
posed mostly of persons with no strong party ties, the problem
‘may become quite embarrassing.

The comniittee takes credit for having delivered millions of
voters to the Eisenhower cause in ’52. It could not arouse any-
thing like that number for Congressional candidates and, of course,
its strength -varies in the 435 Congressional districts and in the
several states. Although a lot of work has been done on the
- organization it is doubtful if it is organized down to the Congres-
sional district’ level. Nevertheless, there is a realization on the
- part of those.:Republicans who are not considered a part of - the’
‘Whit‘e House team that the committee could be quite a nuisance.

Personal -political organizations of this kind are not exactly -
new in" American politics. Herbert Hoover had a large body. of
organized personal followers and Roosevelt and Truman both- had
the aggressive support of the CIO-PAC. With Hoover, however, -
there was no question of his followers taking over the Republican
party, and they. confined their devotion to him. They didn’t try to
do anything to or for. Republican members of Congress for not
-going along with him or for going along with him. The CIO-PAC
threw its weight all over the ‘political field and it did largely take
over the Democratic party.

In the nature of the current political situation the Eisenhower
Citizens Committee might very well become a formidable political
force to the disadvantage of the Republican party. Mr. Eisenhower

has repeatedly said that he is not a party pastisan and neither is

his Citizens. Committee. They are for Eisenhower, for what he
says and what he does. They are for his “dynamic” program which
Mr. Eisenhower has said if the Republicans don’t support they
have no right to be in power.

Interestingly enough, the Committee has taken its support of

the President to lobbying and campaigning for his program, the
' various pieces of it. Their influence has been felt in such matters
" as the so-called St. Lawrence Seaway which Mr. Eisenhower made
a “must” on his program, and for the President’s housing legisla-
tion. As I understand it, the Committee has no study or research
~groups to analyze the various pieces of legislation. The word
comes down that the President is for this or that, against this or
that and the Committee goes to work with that zeal characteristic
of newcomers to practical politics. The game fascinates them,
gives them a sense of doing something, of accomplishing something.

Their co-Chairman in the ’52 campaign was a man of energy
and action. And when victory came he lost no time in letting it
be known that he was just the right man to be Secretary of Com-
merce. He didn’t get the job but did land as second man, as-
Undersecretary of Commerce. From this post he quickly moved:
over to the White House to be the President’s chief spokesman .
with  Congress. However, he seems now to have dropped from
sight, to be quietly back at Commerce. : )

~

Carlisle Bargeron

With Burns, Potter

(Snecial to Tur FINANCIAL CHRONICLE)

Joins King Merritt

(Special to THE FINANCIAL CHRONICLE)

WEST PLAINS, Mo.—James L.
Bozman is now with King Merritt
& Co., Inc.

With Dean Witter & Co.

(Special to Tae' FivanciaL CHRONICLE)
SAN FRANCISCO, Calif.—
Durfee I.. Combs has become con-
nected with Dean Witter & Co.,
45 Montgomery Street, members
of: the- Néw York and San Fran-
cisco’Stock' Exchanges. ™

OMAHA, Neb.—Kenneth Jones
is now affiliated with Burns, Pot-
ter & Company, 212 South Seven-
teenth Street.

Two Join Morgan Staff
(Special to THe FINaNcIAL CHRONICLE)

LOS ANGELES, Calif. — James
W. Anderson and William H. Cies
have become affiliated with Mor-
gan & Co., 634 South Spring Street,
members of the Los Angeles Stock
Exchange. = 7 - :
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‘More Foreign Bonds Paying Interest

Dean Rowland Collins and Dr. Marcus Nadler, in Bulletin' of

the New York University Institute of International Research,

estimate more than 73% of publicly offered foreign dollar -

bonds met debt service in full in 1953, compared with 70%
in 1952,

In 1953 debt service was paid in
full on $3,277,168,303, or 73.16%,
of the total $4,479,918,914 of pub-
licly offered foreign dollar bonds

boiid v

1 and Development of an issue in-

dian bonds caused by -the .sale of
a number of new issues by the
provinces and municipalities, and
to the flotation by the Interna-
tional Bank for  Reconstryction

the principal amount of $75,000,~

000. . Thus, owing to ‘the assent of

L { bondholders to the Japanese debt-
| service resumption plan, the prin-

cipal amount of defaulted bonds
has been reduced from $76,361,300
at the end of 1952 to $10,946,200

# on Dec.-31, 1953; the percentage

k| Plan A has increased during 1953

of. Brazilian :bonds assented- to

M -from 38.18% to 38.57%; and ‘the

G. Rowland Collins  Marcus Nadler

outstanding on Dec. 31, 1953, ac-
cording' to 'a bulletin entitled
“Statistical Analysis of Publicly
Offered Foreign Dollar Bonds,”
issued by Dean G. Rowland Col-
lins, Director, and Dr. Marcus
Nadler, Research Director of the
Institute of International Finance
of New York University.

~The increase in proportion of
bonds serviced in-full from 70.36%

in 1952 was due to the growing.

number of bonds assented 'to the
various debt-service - resumption
plans; to the net increase of over
$182,500,000 in outstanding Cana-

face amount of unassented -and
defaulted Peruvian bonds has de-
creased from $17,012,000 to $7,-
909,500. Although Germany, un-
der the terms of the London Debt
Agreement of Feb. 27, 1953, insti-
tuted the validation procedure on
Sept. 1, 1953, and on Oct. 6, 1953,
offered - to exchange validated
bonds of six issues, all bonds are
treated in this study as in default
during 1953. As of Dec. 31, 1953,
$77,227,300 - principal - amount- of
bonds have been registered for
validation with the Validation
Board and only $11,005,600 - of
bonds, have been validated.

Data on the status of all pub-
licly offered foreign dollar :bonds
as of Dec. 31, 1952 and 1953, are
summarized in the following table;

Status of Publicly Offered Foreign Dollar Bonds

~—December {1, 1952—
Millions

‘Debt Service. Paid in Full_. $3,022.8

In Default in Regard to:
Interest
Sinking Fund or Principal

1,198.7

—December 31, 1058—
Millions  Per Cent

$3.277.2  73.16%

Per Cent
70.36%

1,143.4
59.3

27.90
1.74

25.52
1.32

$4,296.0

On Dec. 31, 1953, European and
Latin-American obligors ac-
counted for 98.6% of defaulted
bonds. Of the total Latin-Amer-
ican bonds in default, Bolivia and
Mexico accounted for 42.18 and
28.54%, respectively, while Ger-
man issues represented 66.38% of
total European defaulted bonds.

100.00% $4,479.9 - 100.00%

Latin America accounted for
12.3% of total defaulted bonds,
as compared with 10.6% on Dec.
31, 1952. Europe’s percentage in-
creased from 82.6% at the end of
1952 to 86.3% on Dec. 31, 1953.
The Far East accounted: at the
end of 1953 for 1.4% of total de-
faulted bonds.

The Rise in-Family Income

Average family income in United States is over $5,000, repre-
senting' a four-fold increase ‘from 80 years ago, after taking
into account price changes, Solomon Fabricant of the National

~ Bureau of Economic Research finds. Concludes labor- has
gained more from rise in national productivity than have recip-
ients of property incomes, in two ways: ‘from fruits of econ-

omy’s increased efficiency, and

from price of its work relative

“to price of capital having .favored them.

Average family income in the
United States in 1953 was some-
what over- $5,000, Solomon Fabri-
cant said in his Annual Report as

Director of

Research of

the National

Bureau of

Economic Re-

search.  This

‘represents  a
fourfold in-
.crease-from
the family in-

come of 80

years ago.

The compari-
- son. takes ac-
" count of price

changes, so

that the. fig-

ures represent
real purchasing power. The aver-
age yearly inérease in real income
per person in the United States
has been about 1:9% over this 80-
year period. g

' “A rate of expansion in income
per capita of 1.9% per annum sus-
tained over eight decades would,
I suspett, find little precedent or.

Dr. S. Fabricant

gitized for FRASER
p://fraser.stlouisfed.org/

parallel in any other age or na-
tion,” Dr. Fabricant said. There
have been more rapid increases in
other nations for shorter' periods,
but in the United .States also. a
still higher rate of increase can be
found during some. periods com-
prised within the 80 years.

If the same rate of increase in
per capita income should continue
for the next 80 years, Dr. Fabri-~
cant points out, our grandchildren
will be enjoying an average fam-
ily income of about $25,000 (at
1953 purchasing. power)—“a- level
now attained only by the top 1%
or so of the nation’s families,” -

Dr. Fabricant’s report summar-
izes a number of the National Bu-
reau’s recent findings which bear
on the economic growth and pro-
ductivity of the nation. The Na-
tional Bureau has been a pioneer
in such:studies. Under its former
Directors of Research; Wesley C.
Mitchell and Arthur F. Burns, it
gradually accumulated an im-
mense mass of tested factual ma-
terial on the subject, analysis of

'which. continyes to,yield signifi-

Continyed on page 41

- Shopping Centers

In discussing development of 'suburban shopping centers, Mr.

, Babson stresses :importance, of parking space. Says cities
which do not buy property needed for parking facilities make
a great mistake, and points out municipal parking lots in down-
town trading centers would be safer and more convenient than
establishing new shopping centers with big parking lots. OQut-

lines plan for safe parking facilities.

A’ Tevaluation 'is ‘going on 'in
merchandising. This. will affect
shopkeep.ers in many ways. The
change will be due to: (1) The in-

troduction o f

“self-service”;

(2) the con-

gestion of

,automobile

parking; and

(3) the trend

toward big

» stores — Su-

per - Markets,

Super Drug

Stores, 'Super

. Variety Stores
.,-and Shopping,

+ Centers..

If I had a
store, I cer-
tainly would

immediately buy some adjoining
property to enable my customers
to park: their cars safely ‘and
easily, or else I would move to a
location near a municipal parking
lot. As many merchants will feel
likewise  before long, every com-
munity will witness a large turn-
over of business- property: during
the hext few years. Some of this
will sell at higher prices, while
other business property will sell
at lower prices, according to park=
ing facilities. 4

Cities which now do not buy or
condemn - property needed for
parking ‘are making a great mis-
take.” The longer they wait, the
more the needed property will
cost. Municipal, governments
which are delaying.this work be-
cause some influential family or
obstinate“church objects are han-
dicapping most -of the merchants
and are driving trade away. Own-
ers of all business real estate will
suffer. Yet, these merchants aré
the lifeblgod of every city.: :

What About Shopping Centers?

The new shopping centers with
big central parking lots, which are
being written up with great glee,
may - be only a stopgap. hear that

one -of the ‘largest centers near
Boston is already in financial dif-

Roger W. Babson

ficulty. -They are subject to -acci--

| i e 1 Le
dents while customers get in or
out out of them from the main
thoroughfare, so that some women
are already becoming afraid of
using them. Municipal parking
lots in the downtown ‘centers of
our communities are not ‘subject
to this danger, as speed in these
downtown areas does not exceed
25 miles ver hour, while cars pass
the exits of the shopping centers
at 70 miles per hour.

Furthermore, parking lots can
become too big. Too many fenders.
are jammed every day. Power

steering is almost necessary for a '

woman to enjoy-a large parking
lot. This is especially-true as cars
are being built longer and fancier
every year. Yet, 85% of the cars
in the parking lots of the big
shopping centers are:being driven
by women.

Looking Into the Future

In place’ of new shopping cen-
ters-as nowlaid out, we will find
that four or more large stores—
such as an A&P Grocery, a Pen-
ney Clothing Store; a Super Drug
Store, and ‘a. Woolworth. McCrorv.,
or McLellan Variety - Store—will
unite to buy some acreage on
both sides of a main highway, lo-
cated midway between two cities
which could be about five to eight
miles apart., This land will ex-
tend about 2,000 feet along said
main’ highway, giving angle park-
ing for from 250 to 500 cars.

This angle ' parking, however,
will not be on highway land. The
buildings will be 50 feet back of
the street line, allowing parking
and safe backing out on private
property. The buildings will be
long' and narrow. Instead of be-
ing 200 feet square, as at present,

they will have the same area, but .

will be only 40 feet deev and 1,000
feet along the street, thus allow-
ing for angle parking of ;over 500
cars. . There will. also be extra
land. for Saturday parking.

Private Tunnel or Overpass:

I forecast that.the two sides of
the main- highway. will be con-
nected by a. two-way tunnel or

, passengers to .cross .this

(2663) 11

overpass, enabling cars and foot
main
highway easily and quickly with-
out accident. Thus, ‘a .customer
leaving home to travel west, 'on

> *this main highway, to these four

super stores would leave the high-
way at the right and park angle-
wise directly in front of any
super store under a protective
canopy.

The customer would then do
her shopping and go out by the
checking cash, register, "walking

‘under 'the ‘canopy directly to her

car.. She would then back her car
out with no fear of being hit by
any car traveling on the main
highway, would drive to the tun- .
nel and:cross under said main
highway. If she wished to stop ‘at
one of the super stores on the

‘other side of the' street ‘she could

do 'so, or she could reverse the
above process.

Frederick Terry Wiih
Hamlin & Lunt in N. Y.

Frederick A. Terry has becomnie

‘associated with Hamlin & Lunt, 2

Wall Street, New York City. Mr.
Terry was formerly a partner of
Terry & Company. b o

Kenneth Spearto .
GCelebrate June 18

Kenneth Spear, Vice-President
of Julius A. Rippel, Inc.; Newark,
will celebrate his birthday, June -
18, at the outing of the Bond Club
of - New Jersey.. Mr. -Spear - has
been with Julius A. Rippel, Ingy,
for the past 15 years. Yachting -
on the Great -South Bay is his
favorite sport; he is a.member of .
Bellport Bay Yacht Club. .

Julius A. Rippel to ;
Attend Reunion

Julius A. Rippel, President of
Julius A. Rippel, Inc.,, Newark,
New Jersey, will attend the re.
union at Dartmouth and a meet-
ing of the Alumni Council. :

With White & Co.

(Speeial to THE FINANCIAL CHRONICLE) ) ‘.‘
ST. LOUIS, Mo.—John H. Wes:
sels ‘has become affiliated wiil)
White & Company, Mississippi -
‘Valley Building, members of the
Midwest Stock Exchange. He wag
formerly ‘with Olson, Donnerberg
& Co. and Slayton & Co., Inc. -

i
)

.- June 16, 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.

$6,000,000

Jersey Central Power & Light Company
- First Mortgage Bonds, 34 % Series due 1984

Dated June 1, 1954

Price 102%4% and accrued interest

The Prlo.rpeclxu 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. lic.
THE MILWAUKEE COMPANY--
MULLANEY,; WELLS & COMPANY

~

3

THOMAS & COMPANY
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Due June 1, 1984
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THE MARKET

. ANDYOU

‘By WALLACE STREETE

-~ With railroad : shares . re-
¢ covering all of the ground lost

in the stiff shakeout of/ last
. week, and going-on to reach a

* new, top for. the .year in the

~ Dow-Jones- average, the spot-
. light. was on’ the industrials,
. still a: shortdistance shy .of
- making up its 12-point” two-
day average setback.
* * *

To the technicians this sit-

" uation, wherein the rails have
attained a new top and just
two points are needed for the
industrial average -to equal
this feat, would be referred to

" as a double top.:Suffice it to
say that to the.layman it can
be called a strong bullish sign
—that is, if the industrials
confirm .what has been ac-
complished by the carrier

group.

At any rate, in -reaching
back up toward new highs the
market is running counter to
what a' good number of the

would do at ‘this .juncture.
There was almost general
-agreement in -.the. flush -of
post-selloff - lettérs :that "the
list- would rest: quietly for a
while ‘and then probably test
the lows set last week. In-
stead, here we have the mar-
ket testing not the lows. but
the ‘recent - highs (and one
component, within four days
of ‘the lashing, -successfully
penetrating the test area).
* * *

Rails Carrying the Ball

The retracing of its steps,
which meant recovering some
12 points in the Dow-Jones

Connecticut Brevities

The Sikorsky' Aircraft Division
of United Aircraft Corporation
has announced that it has dem-
onstrated a new ‘anti-submarine
helicopter for use by the Navy.
The new helicopter, designated
XHSS-1 has a more powerful en-
gine than previous models and
contains sonar equipment which
can be lowered into the water to
detect submarines. Other recent
announcements by the company
include plans for a 97,000 square
foot building to be constructed in
South Windsor to house work on
the development of an atomic en-
ergy aircraft engine. On July 1
one share of Chance Vought Air-
craft, Inc. will be distributed for
each three shares of Unjted Air-
craft .common owned as of May
28. In this way the entire 1,079,-
619 shares of Vought will become
publicly owned.

#* * #*

The Connecticut General . Life
Insurance Company has an-
nounced plans for its new home
office building to be constructed
at an estimated cost of .$10,000,000
on a 268-acre tract located in
Bloomfield.

I

Niles - Bement - Pond Company
has received a certificate of neces-
sity from the office of Defense
Mobilization. permitting the com-

“pany to amortize over a five-year
period 65% of the $676,076 cost of
purchasing new machine tools for
the main plant in West Hartford.

% % *-

Stockholders of Royal Type-
writer Company and of McBee
Company will meet.on July 1 to
vote on a proposed merger of the
two companies to form a new
company, Royal McBee Company.

holders of McBee common receiv-
ing seven-eighths of a share o
new common, while Royal com-
mon and preferred and McBee
preferred would be exchanged
share for share for corresponding
stock of the new company.
% * *

During June The Connecticut
Light and Power Company plans
to raise approximately $17 million
through sale of new preferred and
common stock. On about June 17
it is expected that 200,000 shares
of preferred stock, series E, with-
out par value but with a stated
value of $50, will be sold through
underwriters. Common stockhold-
ers of record June 1 will be. of-
fered -rights' to’ purthase one new
share for each 10 owned at a prie¢
of $14 a share:. The rights will be
mailed about June 15 and will ex-
pire June 30. The proceeds are o
be used in connection with the
company's plant addition program,
presently scheduled at about $42,-
500,000 for 1954 and 1955.

* *® *

The Skinner Chuck Company is
completing plans to move its elec-
tric valve division in Norwalk to
the company’s main plant in New
Britain. The change is expected
in early August and positions in
New Britain will be available for
all Norwalk employees.

* * *

New Britain Machine Company
has offered 5,000 shares of its
common stock to employees at the
average bid price during the
month of April, 1954. The direc-
tors have declared a quarterly
dividend of 50 cents plus an extra
of 25 cents, both payable on June
30 to holders of the new. $10 par
stock. The old no par stock was

The proposed merger calls forsplit two for one on April 15, 1954.
1

CHAS.W.SCRANTON & CO.
Members New York Stock Exchange

New Haven
~ New York — REctor 2.9377

Hartford — JAckson 7-2669
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prognosticators thought it

industrial ‘average:and .five

for the rail index, was a quiet.

but. steady ‘prodding. for the
market and was accomplished
by good leadership, at least on
occasions. The aircrafts and
building materials took turns
with oils .and -steels as top
pivotals, -and right now it’s
_ the railroads that- are ecarry-
‘ing the ball. . 24

% %

In the four days of recovery-

since the heavy selling:of
Tuesday and Wednesday a
week ago, three sessions were
definite showings of strength,
and. the other “was pretty,
“much a standoff. The Thurs-
day and Friday markets last
week were almost identical,
at least in the matter-of total
issues traded (on the Big
Board), advances and de-
clines.
£
On Thursday 1,133 issues
traded with 631 up, 233 off
and 269 unchanged. Friday’s
market- traded 1,137 issues,
638 up, 246 off, 253 un-
changed. On Monday this
week with 1,114 issues traded
there were 414 up, 453 off and
247 unchanged. On Tuesday
out of 1,139 issues traded 569
advanced, 298 declined and

272 were unchanged.
* * *

* *

In point of volume the re-
covery period left something
to be desired, but there was a

‘stnall expanision’of volume on

Tuesday’s late show of
strength. :
* * *

Extent of the Recovery

If the Associated Press
averages were used as a basis
the market already has re-
covered the full setback of
last week and stands within
the shadow of the highest

mark since 1929. The AP

~ average of 60 stocks on Tues-

day spurted $1.70, the biggest
daily gain recorded by that
average - in. more than two
S/ears. ’
*
At $125 the 60-stock aver-
age is $2.90 above the low
point reached in last week’s
‘break and is only 70 cents
away from the peak touched
two weeks ago, which was the
highest mark reached since
Oct. 25, 1929. '
Ed

* *

* *

Robert R. Young’s success-
ful move to gain control of
New York Central stirred up

. 4

p:/[fraser.stlouisfed.org/

two waves of -activity in the
“shares-of that' road and'in"a

leased -property: - Central has
been a top active “issue . for

some time  how,-and . gained
more- prominence “in this re-
spect this week.

E 3

* *

. 'On Monday, when the
Central vote was to-be an-
nounced, there was such a
pile-up of buy orders for Cen-
tral that the Exchange ‘offi-

‘cials had to step in to'work

out ani-opening for the stock-—
it came ‘on 25,000 shares at
23%, for a sma]l gain. It
wasn’t able to hold this and
eased to 23 at which level it
generated - a vast -amount of

trading, - carrying forth into

later sessions. ;

* * *

Interest in 'a Central
Subsidiary

More exciting was the
move in New York & Harlem
Railroad, the subsidiary
which has a heavy interest in
New York City real estate.
On Tuesday, it spurted almost
30 points to a new high for
the year. This inactive issue
is a wide mover, selling now
around 480 as against its 1953
peak of 520.

*® * *®

Apparently some people in
Wall Street feel that Mr.
Young is endowed with the
Midas touch — for here are
some traders who believe,

that with Central now con-
trolled. by Mr. Young, the

New York & Harlem might be
liquidated. They feel the
stockholders would get a

higher payment than.-now-

provided under the long-term
lease with Central.

Union Pacific was up to its
old tricks. again this week,
bouncing about wildly some-
times in consort with other
railroads and sometimes inde-
pendently as it took on the
role of an oil and titanium
prospector. On Friday it ran
up seven points with some of
the gain effected on jumps of
a point each trade. It erupted
again on Tuesday adding
some five points to its value
without much effort.

* * *

~ The rail group developed a
strong market on Tuesday
with Santa Fe, Atlantic Coast
Line and Seaboard Air Line
shooting up two to three
points. Inclusion of both
Santa Fe and Atlantic. Coast

. The Commercial and Financial Chronicle..: Thursday, June 17,1954

-why that! index - attaived a

fresh_top. for 1954-on ‘that -
date, TS LT
Z L% ® . - %

"The rail investor was of-
fered two bits of -interesting

- news. The House Commerce

Committee ~approved .a  bill
that would require railroads
to pay-$30,000,000 more ‘next
year in unemploymerigf; and
railroad retirement- taxes iand
which - might -eventually; in-
crease the carriers’ tax bill by
$55,000,000 'a year or more.
What was moreto - investor’s
liking was the disclosure that
major railroads spent 19;9%
less  for road and-equipment
improvements in .the first

‘quarter than a year ago. It

may be why some -of. the
-monthly operating reports
have not been too bad.

L *

* #=

Continuing Popularity of
Building Stocks &
The popularity of the build-
ing material stocks isn’t new-
born. This group in 1953 gave
a performance which wais

slightly better than the.gen-

eral market. An average of
building stocks was up 4%
in 1953 while the average for
1,022 listed Stock Exchange
common shares eased some
7%. So far in 1954 the group
is found doing 30% better
than the (1,022) average,
showing a gain of 21% 'in
value as against 16% for huge
composite. U. S. Gypsum 'and
Johns-Manville have been the
recent favorites in this group.
% %

*“A newcomer to- the ranks
of wide-stepping oils is Mid-
Continent Pete, which gar-
nered a lot of attention last
‘Friday. in spurting more than
seven points and has been
stepping out -in fair manner
since. For awhile the oils had.
lost favor because of owver-
production fears.

[The views expressed in -this
article. do mot mecessarily at any
time coincide with those of the

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

Ed. K. Young, Jr. With
Wm. E. Pollock & Go.

Edward K. Young, Jr. is now
associated with Wm. E. Pollock &
Co., Inc.,, 20 Pine  Street, New
York City, in their Institutional
Sales Department. z

Perkins Adds To Staff

(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.—Howard. Smo-

:Line in- th? [ POWZ‘J]QneS‘ rail-. 15 has been added to the staff of
road._average~was'theé_reason/Perkins & ‘Co;; Inc; 31 Milk-St.
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| Fiﬁéncing ‘Am'ericanl Eprrls,, g
Under Increasing Co'mpe‘lilio

By A. M. STRONG~*

o A_Vice-President, American National Bank & Trust Co.,
1 § Chicago, Ill.

,Ca]lmg attention to increasing. competition for foreign markets,
ke g‘.‘blcago banker says this development has led to a revival of
-+ Interest in export credit facilities. Holds Export-Import Bank
Ai0ds.no longer primarily interested in. assisting exporters but is -
oreign, aid .programs, and -accordingly exporters
. must rely -on other credit facilities. Since commercial banks
" extend only short-term credit, he sees need for more extended
. export credit insurance to meet similar actions of foreign coun- -

- tries and mrges Export-Import
S ~these lines to protect

American’ exporters are:faced
with increasing. . competition in
foreign markets. Our allies -and
our enemies are:in-a credit -and
pPrice war -
with us; a
credit. war.
which if. car--
ried to. ex-
tremes - will
undermine
the normal:
trade;between: .
nations.. The.

Communists,

of: course,

would be hap-

py . to under-

mine our for-

eign trade;- it

is -a part of

the''dold - war.: :

Qur. friends who lost their foreign
markets during the Second World
‘War. are trying to stage a come-
back at any price.

The United States is entering a,
period of industrial readjustment.
We are reducing our military ex-
penditures and gradually discon-
tinuing our aid to other nations.
We must therefore maintain our
foreign markets and continue ex-
porting at a high level. The in-
creasing competition is creating a
serious problem to our export in-
dustries. Important segments of
our industry have been adversely
affected by this competition. Our
non-military merchandise exports
declined* in 1953 by  approxi-
mately- one billion dollars and the
trend continues in 1954.

European nations and Japan
which have. been assisted by us
after the war have attained a high
level of production. Substantially
cheaper labor costs enable them-

. to offer lower wprices for many
products. Government. export as-
sistance through subsidies and in-
surance against commercial, polit-
ical and exchange risks. make it
possible for them to extend longer
credit terms.

Soviet. Russia and her satellites
~have.adopted-an ~agzressive . for-
eign-trade. policy and:are -enter-
ing inte trade agreements with
many Western nations. During
the second part of 1953 and the
first part of 1954 the Soviet Gov-
ernment concluded trade agzree-
ments with Argentina, Belgium,
Denmark, Finland, France,
Greece, Iceland, India, Norway
and Sweden and extended exist-
ing agreements with Iran, Af-
.ghanistan and Egypt. They are
ordering a- variety of imports
ranging from consumer goods to
ships.- They are- buying food-
stuffs, electrical equipment, con-
struction equipment; chemical
products, machinery, etc. On the
export side they are sellinz min~
eral. products, including man-~
ganese, petroleum, gold, grain,
timber, furs, etc.

Soviet Russia and her satellites
are trying to establish closer eco-
nomic ties with Asia and Latin
America. They are offering en-
ticing conditions to Latin Ameri-
can countries which include
longer credit terms and payment
in -the- currency of the South

*An address by Mr. Strong before the
Foreign Trade Bureau of the Chamber
of Commerce, Cedar Rapids, Iowa, June
3, dese, T
A rotfe 2 o BBt a3 Ue 2WhaA

Bank -expand facilities along
our foreign ‘markets.

American buyers. They are buy-
ing cotton and other agricultural
products from Brazil and are of-
fering machine tools, X-ray equip-
ment, typewriters, etc. Argen-
tina is selling to the Soviet ‘coun-
tries hides, wool and other prod-

ucts against imports of timber, "

industrial machinery, etc. An of-
fer; was recently made by. Russia

. to Mexico to buy ‘cotton; ‘coffee,
¢ sugar, meat, peanuts-and ham in
- exchange for Russian agricultural

and industrial machinery.

* American exporters of capital
goods keenly -feel the foreign
credit competition, Manufacturers

-of farm equipment, -construction
‘androadbuilding  machinery. and
other: capital goods are receiving

requests for long or intermediate
credit terms. They find that Eu-
ropean and Japanese exporters
extend long-term credit sup-
ported by government insurance
which * American exporters' can-
not match.

Increased Interest in Export
Credits

As a result of this increased
competition in foreign - markets

there is a revival of the interest -
in export credit facilities and in- .
surance. The report of the Ex-

port-Import Bank of Washington
for the period July-December,
1953, states:

. “In recent months .there has
been a noticeable increase in the

number of inquiries and applica- -

tions for credit to ‘assist United
States suppliers in the sale . of
their products in foreign markets.

“The increased interest in ‘the

exporter credit is due in part.to

the revival of keen competition. in
foreign markets now ' confronting
United States exporters. Further-
more, as defense production passes
its peak, thereby releasing addi-

.tional preduction capacity, greater

demands for exporter credits may
be expected.” i ;
Alt.oug.a government credit in-
surance is available in all major
countries;: the United. States does
not preseptly have a private or
government export credit - insur-
ance company in operation. The
Export-Import Bank is the only
government agency which extends
long-term credit in foreign trade.
These facilities are, however,
available mainly for development
projects abroad ard the credit is

as a rule extended to foreign ’

governments and foreign -estab-
lishments.

During the last six months of

1953 new credits authorized by
the Export-Import Bank totaled
$171,932,480, as shown in the ac-
companying table.
In addition, the Bank allocated
$13,352,580 for develooment proj-
ects in Ecuador and the Union of
South Africa under previously
authorized credits.

The Export-Import. Bank of
Washington was created pursuant
to Executive Order, dated Feb. 2,
1934. The Second Export-Import
Bank of Washington was created
on. March 9, 1934. The Second
Exvort-Impart Bank gradually
withdrew from business in' 1935
and was liquidated on June 30,

'1936. The original Export-Import *

Bank. assumed trade.financing for
PLarses of ey ok

(53 PRT A R T
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Why the Export-Import Bank

Thé reasons for establishing the
banks. were revealed in January,
1935, 'in.- the -House. and Senate
Committee hearings on the bill to
extend the life of the banks, - Mr.
George:N. Peek, President of the
Export-Import Bank of Washing-
ton and the ‘Second Export-Im-
port Bank. of Washington, gave
the following reasons for - the
necessity of the Bank’s services:

(1) - The commercial banks in
the United States would not make
loans for lonier than six months,
ahll this'Wis not‘a ‘suffidient térm
of credit to handle. business in
foreign trade. 4

(2) ‘Other governments were
directing’er controlling their for-
eign ‘trade activities, and it was
necessary in -order to deal with
them. to have a fogusing .point. in
the United States for these activi-
ties. - - Sy "yt B

(3) The fact that there were
blocked exchanges. in 35 foreign
countries’ which prevented . the
transfer of funds to manufacturers
in the United . States to pay for
the goods they .exported.

Mr.-Peek stated- that- the banks
did . not ' contemplate - loaning
money to -foreign -countries, but
were- going -to loan money only
to American exporters and ' im-
porters to be spent in America.

During this early period in the
Bank’s history there were three
fields in .which it operated. First,
the Bank financed the trade of
agricultural commodities such as
tobacco, cotton, wheat, etc., where
private capital was not available.
Secondly, the Bank engaged in
financing the exporting of heavy
machinery and industrial equip-
ment. The other area in which
the bank operated was in the
granting of loans to United States
exporters whose working capital
had been inadequate.

- A New Policy

for various periods and. its lend-
ing authority was increased sev-
eral times, In 1951 the Export-
Import ‘Bank - again received .an
inerease ‘in its' lending authority
from- $3.5 billion to $4.5 billion
and the life of the Bank was ex-

. Republic,of France, to_cover military. pur=
. ‘chases outside of the United States....
. Bank of Japan, for'the purchase of cotton in

- the United States

The life of the Export-Import:
Bank' was extended by Congress

tended to June 30, 1958. Through
all tke various changes and mod-
ifications in the Export-Import
Bank,; a definite pattern has been
consistent. From its inception the
purpose of the Bank, whether de-
clared by Executive Order or
legislative direction,; has ‘been to
finance and facilitate the export-
import trade of the United States.
The policies of the Bank, how-
ever, since the Korean War indi-
cate a deviation from the original
objectives. The new policy was

summarized by its Managing Di- '

rector,. General Glén'E. Edgerton,
at the.hearings before the Com-
mittee on Banking and Currency
of the U. S. Senate on Jan. 25,
1954, as follows: |

“Obviously with the total funds
available, or- that could be made
available the Bank is not able-to
assist in financing all of the ex-
ports that could use financing to
advantage. .

“It becomes necessary therefore
to apply a selective process in
order to make the resources avail-
able to us as effective as possible
in promoting the objectives of
the act. We like to make:loans
that will .improve the foreign
country as well as benefit. our
trade and make the foreign coun-
try better able to meet obligations
in terms of dollars:

“First, we have to see that the
borrower will be able to pay back
the loan. We ‘would-also like to
have the enterprises make.a very
definite additional contribution to
the foreign exchange position of
the country so that it will be able
to buy more United States prod-
ucts in the future.” - . -

Mr. Hawthorne Arey, Assistant
Director and Vice-President of
the Bank, in 3 speech before the
Export Managers Club of Chicago
on Jan. 7, 1954, said:

“It is our purpose to assist in
financing exports and imports and
the exchange of commodities. We
cannot finance all the exports of
the United States, and it was not
so ‘intended. We are constantly
facing the one fundamental prob-
lem. What is the problem of the
United States in foreign trade,
and how  can' the Export-Import

_Bank assist in meeting that prob-

- $100,000,000 ' 58%
60,000,000  35%

- Credits to -assist U. 'S. manufacturers to

finance the sales of aircraft, textile ma-
.chinery-and railway equipment
Development projects in Latin America-._

24%
4.6%

4,087,480
7,845,000

$171,932,480
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- %, . It has been urged that we
can reduce some tariffs and:that
we can simplify custom. proce+
dures to the extent that it is in
the -national interest to" do so. I
submit that there is another im=-
portant way, and that is by as-
sisting our’ customers to .develop
their economies- in -such a way -
that they can earn dollars by de-
veloping and selling to: us ' the
goods which we need because
there are many things that. we
must import. ° CaTey
“ .. Our credit should-be,ex~
tended in those case in which' the
item exported: will assist lin’ the
development of the country that
is importing it in such a way that
it will directly or indirectly pro=
vide' a means of repayment. Tt
does not ‘mean the item itself. In
cerfain cases equipment that will -
assist in building roads or harbors
would have only an indirect ef-
fect, but if those roads-and har-

‘bors are going to be used to bring

the rich products.of that country
into the stream. of international
trade, then they are' going to
serve a purpose. It is for this rea-
son that we have always had in
the Export-Import B ank - some
question on the advisability :of
instituting in the United States
the same system of export credit -
insurance for example. thaf - is
quite successful in Great Britain
and other countries.” t

Mr. Lynn U. Stambaugh, Dep-
uty Director of the Export-Import
Bank of Washington, in an address
before the Export Managers’ Club -
of New York in April of 1954 said:

“The Export-Import Bank
strives to confine.its development
loans to the financing of projects
which will enable the country of
the borrower either to earn more
United . States dollars or to save
dollars currently being expended
for essential imports. .. . Let us
make certain that the expansion
of the Bank’s activities will not ,
lead to . indiscriminate or un-
economic financing simply for the -
sake of promoting ‘exports.” 3

"As you can readily see, the Ex+
port-Import Bank is no longer
primarily interested in assisting
exporters to meet current prob-
lems. It has broader objectives in
view; objectives which have been
pursued under our foreign aid
programs' and are now" carried
out byifthe Foreign - Operations
Administration, - Technical Co--
operation Administration and also
by the Interantional Bank for Re+
construction . an.d - Development.
American-ex porters evidently
cannot count on the Bank’s assist-

Continued on page 40
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-Transformations in
" The Tobacco Industry

By 0. PARKER McCOMAS *
President, Philip Morris & Co., Ltd., Inec.

J Picturing the tobacco industry’s shareholder as the “Forgotten

Man,” cigarette manufacturing

executive reviews recent devel-

opments in production and marketing of cigarettes. Points out

there is probably more consum
* industry than ever before, and

er sampling and shifting in the
new styles and new brands are

on the increase. Pleads for government cooperation with the
cigarette industry, particularly in area of foreign trade, by fav-
oring exports of cigarettes rather than raw tobacco leaf. Gives

information regarding formatio
search Committee to study toba

+Placing the responsibility for
various diseases on tobacco was
initiated by King James in Eng-
land in 1604. Through the cen-
turies typhus,
influenza, tu-
berculosis,
among others,

_ were ascribed .

to the use of
the “weed.”

I point these
out because I
know that the"
tobacco indus-
try has suc-
cessfully
solved its
problems be-
fore, and §
emerged 4
stronger from
each crisis.

But we are here today to dis-
cuss the current status of the in-
dustry. Many of its current prob-
lems stem, to my way of thinking,
from the following set of facts:

(1) The value of the domestic
leaf crop increased from $234,-
283,000 in 1940 to more than one
billion dollars in 1953, an increase
of 358%.

(2). Federal Tobacco Excise Tax

i Sy b
Parker McComas

*An address by Mr. McComas before .

the Investment Analysts Society of Chi-
cago, Chicago, Ill, June 10, 1954,

r—
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KOSMOS /DIXIE

THE UNITED BLACKS

Upder the brand names “Kosmos”

and “Dixie”, United Carb‘on manu-
factures and distributes in  world
: blacks
form, excellent and dependable by

markets carbon made uni-
a constant research and engineering
program. “Kosmos” and “Dixie”
carbon blacks are used to add long
|lif.e and durability to the modern
tire and to rubber gbods of many
kinds. They are also used in paints,
varnishes, lacquers: in ink and
paper. “Kosmos” and “Dixie” have
-become

synonymous with quality,

L
UNITED CARBON COMPANY, INC.,
Charleston 27, West Virginia «
New York Akron Chicago Boston Memphis
‘{n Canada: Canadian Indusfries, Ltd.

150%. -

n of the Tobacco Industry Re-
cco smoking relations to health.

collections increased from $640,-
989,000 in 1940 to $1,613,792,000 in
1953 or 152%. ) gies
(3) State -and local tobacco
laxes increased from $98,000,000
in 1940 to about '$501,000,000 in

& . 1953, or 400%.

. -(4) It is estimated that the dis-
.counts enjoyed by the wholesale
.and retail tobacco trade increased
from $133,000,000 in 1940 to-$410,-

1000,000 in 1953, an increase of @
208%.

Let us contrast these gains by

-:the farmers, distributors and gov-
sernment treasuries—gains I might
.say that far exceed the inflation

of the dollar—with seme of the

figures of the five large report-
ing cigarette companies,

(1) Cigarette sales . increased

from 157 billion in 1940 to 391

billion units

(2) Dollar sales went from $1,;

:014,000,000 in 1940 to $3,100,000,-

000 in 1953—an increase of 206%.

(3) Pre-tax profit increased
from $118,000,000 in 1940 to $299,-
000,000 in 1953, an increase of
153 %.

(4) ¥Federal and state income
taxes increased from $33,300,000
in 1940 to $181,300,000 in 1953,
the biggest increase: of all, 4449,

(5) As a consequence, net in-
come increased only from $84,-
800,000 to $118,000.000 in 1953, an
‘ncrease of only 39% or less than
the depreciation of the dollar.
(3) Dividends on common stock
have increased from $67,300,000
in 1940 to $77,300,000 in- 1953, or

‘only 15%, :

|1 could of course go-on to other -
similar = comparisons
'would only confirm- the _picture

that" everyone—but the forgotten

_']shareowners — has benefited

enormously from the growth of
the cigarette industry.

Part of this 13 year picture was
rectified last Feb. 27 when price
controls were lifted and the man-
ufacturers secured a measure of
relief. - But even with the price
adjustment last year, the indus-
try’s basic net price, ex-tax, has
increased only 57% since 1940 as
against a 92% rise in the Bureau

of Labor and Standards Consumer
Price Index.

The Removal of Price Controls

In the last two months of 1952,
after the elections, when it was
obvious that price controls would
be removed, the wholesalers and
retailers accumulateq inventory
which carried over into 1953.
Further accumulation took place
before the final lifting of controls
and the price increase of Feb. 28
last year. Production and sales
figures for the first quarter of
1953 were further augmented by
the introduction of king size
Philip Morris in January and a
Chesterfield promotion deal run-
ning throughout the quarter, Thus
the first quarter of 1953 was 1%
above the first quarter of 1952,

Commencing in April and ex-
tending-throughout the year, there
was a liquidation of this excess
inventory with the result that the
unit production of the manufac-
turers for 1953 was about 2% un-

der 1952 in units. Because of the
extra length of the growing king

in 1953, a gain of .

.- Cigarette. Gonsumer Sampling

but  they- -

size .brands, approximately . the
same quantity of tobacco' was
used.

In-my -own mind, T am' con-
vinced that the 2% reductionr was
due almost solely to the inventory
adjustment and to king size smok-
ers probably using somewhat
fewer cigarettes than previously.

1 do not believe the health ques-
tion had any appreciable effect in
1953, but may be influencing the
1954 figures. Tax paid production
compared to 1953 was down in
January. 9.19%, February. down
16.8%, March down 64%, and
April, we ‘understand, will be off
less than 2%. The first three
months reflect the comparison
with - the -inordinately -high 1953
quarter. As against these figures,
which are production figures, our
studies of state tax payments,
which are closer to the sales pic-
tures, indicate first quarter con-
sumption was off only 5%. The
April state tax figures-‘are equal
to last year’s. At the present time
I would estimate that consump-
tion for the calendar year 1954
will be off from 3 to 5% in units,
but ‘almest equal the’ industry’s
best year in dollar volume.

Within those totals, great shifts

are taking place. Our estimate is
that filter cigarette sales will
more than double their 1953 per-
formance and capture 8 to 9% of
the .cigarette market this year.
King size cigarettes, we estimate,
will continue to move forward to
achieve 30-32% of the market as
against 26% last year. Both will
gain, of course, at the expense of
the regular size cigarettes.
As the cigarette manufacturers
maneuver to maintain their com-
petitive positions and to work
their way out of the dilemmas
posed by the 1940-1953 compari-
sons I presented earlier, the in-
crease in the numbers of brands,
styles and sizes of cigarettes on
the market continues. Recently
we have seen the introduction of
a new king size filter cigarette,
the reduction in price of a regular
size filter tip cigarette and -one
regular size filter cigarette has
already introduced a. king size
companion at the same . price
structure - on the West Coast.
Changes have - taken - place and
will continue to take place in the
filters that are being used.

~and Shifting of
There..is -probablv ‘more con-
sumer sampling and shifting go-

‘ing.on at this moment than ever

before in’the -industry’s history,

and it would be a bold man ‘in--.

deed ‘who. would venture a guess
as to how or when it will stabil-
ize.

Those are the main elements of
the tobacco industry’s picture to-
day. What are we at Philip Mor-
ris doing about it?

Well, in the first place, we are
most ‘cognizant of this picture ag
it affects the shareowner, and feel
more attention should be paid to
earnings. However, we comprise
somewhat less than 10% of the
industry, and cannot of course
separate -ourselves - completely
from the path set by our. larger
competitors. .A year ago, when
price relief was effected, it
seemed . that a realization of its
problem had come to the industry
and that it was beginning to con-
sider earnings as well as volume,
However, the pricing . policies
adopted in the last few.months
by some of our competitors lead
to some doubt as to whether this
is really so.. We do not believe
it is good business to retail the
same produet in two dlifferent
sizes-at the same price.

‘The Cigarette Export Market

A second plank in our overall
approach to the current industry
problems deals with the export
market. At the end of World War
II there was a global demand for
American. cigarettes, limited only

y the amount of dollars available

Continued on page 41
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‘Key Factors in Business Outlook

By FRANK A. PEARSON*
Professor of Agricultural Economics, Cornell University

Dr. Pearson contends most of variations in business activity
are due to fluctuation in civilian expenditures for food, build-
ing, autos, and clothing. Says business will be a little better
this fall because the textile industry will improve, but auto-
mobile depression will not be over. Lays blame for deficient
housing to government outlays for foreign assistance, - and
holds building activity- and the price level are the two most
important factors affecting economic welfare.

PartI :
- The .present misnamed Eisen-
“hower depression should be called
-a_ textile-automobile -depression
and it is not as severe as the op-
position in an - L % :
election :'year
would lead us
to believe. The
‘Presidents  of
the United
States always
get the credit
for: our eco-
nomic: weata- -
er; fair-or
foul. Presi-
dent Eisen-
hower was not
the cause of’
of. the present -
depression
nor was there
anything he or his Administration
could do about it except talk, and
of talk there has been plenty and
the end is not in sight. :
Bankers, like others, are prone
to overrate the nower of the gov-
ernment and underrate the power
of 160 million civilians. Most of
the variations in our business ac-
tivity ‘were due to fluctuations in
civilian expenditures for four
things, food, building, automobiles
and clothing. They are so impor-
tant, that most indexes of business
activity reflect the composite of
these four great industries.

Food, the most important, is
relatively non-variable and is the
great stabilizer of American in-
dustry. Building, the second most
important, is subject ,to violent
fluctuations and its regular pe-
riods of over- and under-produc-
tion cause most of the fluctuations
in American industry. The auto-
mobile and clothing industries are

Dr.F. A, Pearson

. also subject to regular periods of

over- and under-production: and
affect the ‘level of business.

1t is impossible to forecast anv-'

thing unless it repeats itself with
some degree of regularity or 'un-
less its component parts repeat
themselves ‘Wwith some degree of
regularity.. There is no business
cycle that repeats itself with reg-
ularity.” The three important fluc-
tuating components of ‘our busi-
ness, building, automobiles and
textiles, however, do repeat them-
selves with considerable degree of
regularity and it then follows that
the sum of these can be fore-
casted [

Since there are periods of over-
and under-production there must
be considerable over- and under-
stocking of goods all the way
from producers to coasumers. At
the present time there are excel-
lent indexes of the stocks of goods
at the manufacturers’ level and in
the channels of trade at the whole-
sale and retail levels. Figuratively
speaking, they are merely side
shows around the big tent.
Changes in the stocks of clothes in
the .dresser drawers and the
closets of 40-odd miilion homes,
in - the automobiles in their ga-
rages and car-ports and in the
number of houses on the main
streets .in America, although not
measured, are the most important
factors affecting Ame’rican busi-
ness. @

Textile Depression Over

Recently the civilian stocks of -

*An address by Dr. Pearson before the
58th Annual Convention of -the New
York State Bankers Association, Lake
Placid Club, Lake Placid, New York,
June 4, 1954, .

clothing were large, and a textile
depression occurred during 1953~
54. These stocks have been de-
pleted and the  textile industry
will turn up this summer and fall,
" Recently automobiles have been
produced faster than -they were

‘worn out. Figuratively speaking,

there is a'nice new shiny car un-
der every car-port' of -America.
Collectively the consumers have
decided that they will wear down
their present stock before buying
a new car. This explains the pres~
ent. automobile -depression and
there is not likely' to be much
recovery during the: rest of 1954.

The stocks of houses and other
buildings are accumulating but
have not reached the point where
they are excessive. i

At the present time business is
good because building is active
but business is not so good as it
was because of the..automobile
and textile depressions. Business
will be a little better this fall be-
cause the textile industry will im=
prove, but the improvement will
be a little disappointing because
the automobile depression will not
be over.

The small local bankers, who
cannot afford an economist, a sta-
tistician or a baker’s dozen of the.
business services, need not have
an inferiority complex. The most
up-to-date data on the business
situation are at his beck and call,

If he consults his favorite hab-
erdasher, automobile dealer and
building contractor concerning the
state of their business, he will be
in an excellent position to appraise
the nation’s business. This method
will yield a more accurate ap-
praisal than long distance calls to
the man who is supposed to know
in Washington or New York.

There. is- no known method of
forecasting the trend. in com-
modity prices, the most important
variable affecting the welfare of
agriculture.

Part II

Our attempts to maintain a bal-
ance of power in both Europe and
Asia accounts for the lack of bet-
ter housing. No nation can take
income from consumers for such
foreign assistance or- for war
without sacrificing housing stand-
ards. Since civilians cannot re-
duce their food, clothing and
automobile expenditures, in-
creases in income taxes are re-
flected in a decreased amount of
their income left for housing. This
reduetion in home-buying dollars
does not show up in the number
of homes built. It does appear as
a reduction of the amount of space
and quality of construction. ;
" This accounts for the millions
of small, shoddy brooder houses,
misnamed homes, that during re-
cent years sprang up everywhere
like mushrooms. A brooder house
is a good place to start a family
but a poor place to raise one. ;
In comparing the building booms
of the twenties and fifties, it was
found that based -on the number
of dwellin gs-constructed,:the
building boom of the fifties ex-
ceeded that of the twenties. Based
on the proportion of the amount
of money svent on-construction,
the boom of the fifties .was about
half as big as that of the twenties,

Part III _

Building activity and the price
level are the two most. important
factors affecting the economic
welfare of bankers, bakers, butch-
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ers and candlestick makers. When
building ' activity declines -and

commoaity prices fall,"glopm and-

fear spread across the nation witn
the speed of a Florida hurricane
or a midwestern tornado. From
President Washington to President
Eisenhower there have been five
major depressions due to the un-
favorable combination of falling
prices and building activity.

The maelstrom of the thirties is
the most recent and is' deeply
etched on the memory of every-
one 40 years old or more. Tais
unfavorable combination  closed
every bank, spawned ' tae Blue

- Eagle, the A.A.A,, tze Ever-Nor-
mal Granary, the Wagner Act, So-
cial Security, W.P.A. and Keynes’
make-work deficit-{inancing theo-

_ ries that have captivated bankers,
businessmen and farmers. This-
unfavorable . combination bank-
rupted farmers, businessmen -and
bankers. . The nation suspended
gold payments.

The early nineties were angry

years, a. reneat -performance of
declining building and. declining
prices.  The nhomestead strike, the
Pullman strike and Coxey’s Army

L

G. J. Devine Co. .
Employee Seminar -
An advanced: course ‘of study,
dealing with all the principles and
facets of the markets for United
States Government and tax ex-
empt csecurities, . is being con-
ducted by C. J. Devine & Co. in
its office at 48 Wall Street, New
York City, and in the nearby New
York University Graduate School
of Business Administrationi at 90
Trinity Place. Attending the

‘ classes are selected ‘employees in

the home office and in the firm’s
branch offices scattered through-
out the country.

Believed to be the first such

‘course -undertaken by a govern-

ment and municipal bond house,
P e s TRy

the seminar- daily sessions . run
from 11' am,. to' noon in‘the De-
vine office, continuing from 1:30
to-6 at NYU. The course will
continue- for two weeks.

The course includes lectures by

‘prominent scholastic authorities,

including Dr. Marcus Nadler, and
Dr. Sipa Heller of New York Uni-
versity. Others who will speak
before the student employees on
economics, taxation, finance, tax-
exempt credits and other related
subjects include H. Everett Wood-
ruff,” Vice-President and Invest-
ment ‘Officer, New York Life In-
suranece -Company; Craig S. Bart-

lett,. Vice-President and Invest- .

ment Officer, the Hanover Bank;
Harold C. Taylor of the Chase Na-
tional ;Banl.( and Russell McInness
of Wood, King & Dawson.

Thomas J. Kughes Now
With Ratterman Go.

(Special to THE FINANCIAL CHRONICLE)

CINCINNATI, Ohio—Thomas J.
Hughes has .become- associated
with Ratterman & Co., 307 East
Fourth Street. Mr. Hughes .was

formerly with Edward Brockhaus
& Co., Inc. for many years special-
izing in municipal and.corporate
trading.

With White & Company
(Special to TrE FINANCIAL CHRONICLE)

BLOOMINGTON, Il.—Mark T.

-Tucci has become connected with
Corn Belt,

White & Company,

‘Bank ‘Building.
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With Hess Inv. Co. -

(Spéclal to THE FIN‘ANCML CHRONICLE) L
QUINCY, Ill.—Janet Dickirjlio_n
has joined the staff of Hess In-
vestment Company, Illinois State
Bank Building. Miss Dickinson
was previously with W. G. Hous-

ton & Co.

Andrew. Lord, Jr. Joins
Eaton & Howard Inc.

(Special to Tue FINANCIAL CHRONICLE).

BOSTON, Mass. — Andrew J.
Lord, Jr. has become associated
with Eaton & Howard, Inc., 24
Federal Street. Mr, Lord was for-

-merly.a representative for Lord,
‘Abbett & Co. ' : '

flashed across tie horizon. Bank -

- suspensions:increased from abjut
two ‘to about 30 per thousand-

banks. J. P. Morgan and a group: ‘

of bankers . loaned ‘ the. United:

States Treasury $72 million and

kept the United States on tke gald.

- standard;

! | Falling prices and flling build-"

© ing.activity played havoc wit i tae

-~ popularity of te particu’ar infi- -

..vidual-who_hapoened to bz in the

--White ' House:. -Democratic : Van

. Buren and Cleveland and Renun-
lican Grant and Hoover illustrate
this. point.

i{ Conversely, ,a"'rosy hue suffuses
- the nation when building.is active

 and commodity prices-are ‘rising.-

There - have: been' five- -periods
when real estate activity. and the
price level .were rising at -the
same time. They represented about

- one-fifth of the 170 odd years ba-.

tween Presidents Washington and
. -Eisenhower. 8 :

.{. 'The :first of these :favorable
combinations occurred during tae-
- administration of -the first Presi-

dent of the United States, George
Washington. It was indeed for-
tunate that building was increas-
: ing and commodity ‘prices rising

- during the early days of t1e na-
« tion. . Had they- been“falling all:

. would net Fave been so serene i1
the  early - days' of ; the "renublic

- and ; George .Washington ' might.

have been the last:President as

- well as. the first. The .favorable.

- combination made ' Secretary of
the Treasury Alexander Hamilton

. the idol of the Republican Party-
- and George Washington t1e idol

of everyone.
-
occurred during the eighteen thir-,
ties. Andrew Jackson was- Presi-
dent during eight years of rising
prices and' rising building. He
was then, and still is, an ido]l of
the Democratic ‘Party. ; ’
The next favorable combin=tion
occurred prior to the Civil War
and the next one did not occur
until almost 50 years later at the
turn of the century. They' were
both, in every sense of the word,
golden eras.

You have just lived through t=e
fifth favorable combination. One
hundred and fifty million peonle
have been enjoying a great pros-

- perity but have little comprehen--

sion of what caused the sudden
appearance of the Horn of Plenty.
Unfortunately, the millions of
. people- who have failed to appre-
ciate this extravaganza are not
likely to live to experience an-
other. Believe it or not, the
Greatest Show on Earth, rising
prices and rising building activity,

has made its rounds only five

. times at irregular intervals during
the last century and a half,

The next favorable combination:

Now watch the community’s money go to work!

When a bank moves in, every-
body benefits. Here’s what it
means to you.

To thrive, a community must have a
market place, schools, places of wor-
ship, roads, utilities and all the many
other institutions and services essen-
tial to health and welfare. To get most
of these it must have a ready source
of available money. That’s where the
bank comes in.

Putting Money to Work

Bank loans made possible by the

community’s deposits and invest-
ments help finance the butcher,
baker and candlestick maker. Banks
advance mortgage money for new-
comers, help old settlers to expand,
and assist in obtaining the funds
needed for schools, highways and
other public improvements.

Most important of all, they put the
community’s money to work locally.

That means a great deal because
wherever money works men and
women work, too. In the community
—or the entire nation_ if you will—
this results in better living and a
wider opportunity forall.

14,000 Banks at Work
More than 14,000 commercial banks

across the country are busy making
money work.- They help to make

. money move more safely, swiftly and

economically into a stream of pay-
ments that gives life to business in
every community.

The Chase National Bank, which
serves as New York correspondent
for' more than 3,800 U. S. banks, is
proud to be a part of the American
banking system.

The CHASE National Bank

OF THE CITY OF NEW YORK
(Member Federal Deposit Insurance Corporation)
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N> Serious Economic
Recession in Prospect

By BEN H.

WOOTEN~*

President, First National Bank in Dallas

Prominent Texas banker, warning that past is not sole guide
to the future, contrasts current economic situation with that of
1929, and on the basis of changed conditions holds there is
not likely to be a stock market collapse as experienced in the
earlier period. Foresees vast possibility for better living and
says consumer buying power is tremendous, though we are now
in a “buyers’ market.” Decries fears of a serious recession.

The subject assigned to me is,
“The Business Outlook.” In or-
der that we may intelligently look

out from where we are, let’s an-

alyze business
as of this day.

Briefly, the
business - slide
appears to
have stopped,
at least tem-
porarily. The
output of in-
dustry - in
April and ear-
ly May held
steady. Em -
ployment
seems to be
improving
somewhat,
The automo- :
bile output rose in April. Tele-
vision sets were turned out in
larger volume. The major con-
sumer durable goods output in-
creased 4% in April. A buying
flurry is going on in cotton tex-
tiles. Farm machinery producers
are encouraged by the latest
trends. Steel mills, however, are
still operating at 70% of capacity.
The price picture gives little or no
indication of additional business
pitfalls. Home building seems to
be headed for another record year.
School construction will set a new

Ben H. Wooten

*An address by Mr. Wooten before
the 19th Annual International Distribu-
tion Convention of the National Sales
Executives, Chicago, Ill., June 2, 1954.

record. Public utility financing
is at near-record levels. The price
of raw agricultural products seems
stabilized.

The situation as of today leads
us to hope that we are on a nor-
mal plateau. We are troubled,
however, by the gaunt specter of
police action or war, so any state-
ment I may make relative to the
nutlook for business must be
based solely upon world condi~
tions as they are today, without
taking info account military ac-
tivities, other thah a.  possible
stepped-up defense program.
“Most of us as business men have
chided economists for looking into
‘the crystal ball” to find what the
future holds, but on- careful re-
flection we must realize - that
every business man does it too,
whether he realizes it or not. He
must have some opinion about the
future. If he did not, he could
not run his business. He must
have something upon which to
base his plans. How could he
make a budget? How could he
determine his inventory? How
could he make contracts? How
could he manage his operations in
general if he did not have some
belief about what lies ahead?
Sometimes the accuracy of his
forecast spells the difference be-
tween success and failure.

Past Is Not Sole Guide

There is no substitute for ex-
perience in forming judgments

IDENTIFYING STATEMENT

must be given to the buyer.

Outstanding Securities:

distribution by this. firm:

Please: send me a copy (

This is not an offer to sell these securities. They are subject to
the registration and prospectus requirements of the Federal Secu-
rities Act. Information about the issuer, the securities, and the
circumstances of the offering is contained in the prospectus which

_ 100,000 Shares
The Transportation Development

Corporation

Common Stock
(Par Value $1.00 Per Share)

Proposed Offering: 100,000 shares of Common Stock of The
Transportation Development Corporation are to be  offered
for sale in connection with a distribution by the issuer.

Price: The price to the public is $6.00 per share.

Business of the Company: The Corporation proposes to en-
gage in the business of developing and exploiting new and
improved methods in the railrcad and mass rapid transit
field featuring its new precision, prestressed concrete road-
bed and its new advanced lightweight rolling stock.

Commorn Stock (par value $1.00 per share)
Warrants for the purchase of Common Stock at
$3.00 per share expiring February 13, 1959____
The_ registration. statement covering these securities is not yet:
effective. No offer to buy or sell the securities. should be made and
no q(/er’ to purchase ‘the securities will. be accepted until the regis-
tration statement has become . effective. The publication. of this
notice-is no assurance that the proposed offering will be made or. -
as to the amount of securities, if

Copies-of the proposed form .of: Pro t
fromr the undersigned. v

L. H.ROTHCHILD & CO. . -
52 Wall Street, New York 5, N. Y. =

The date of this Identifying Statement is June .16, 1954

Prospectus relating to 100,000 - shares of Common Stock of The
Transportation Development Corporation.

Outstanding
March 21, 1954

117,500
111,250

available for
‘may be- obt ? 3T

BPRE e 2o
.

or

- 't e
.ee ’“',"{

copies) of the proposed form of

| "Yet all of these le

about the future, but one must
always realize that the past is
not the sole guide to the future.
Time brings changes in circum-
stances—and these often preclude
a repetition of history.

All of us number among our ac-
quaintances some people who
adhere stubbornly to the old be-

-lief that what goes up must come

down—that prosperity is always
followed by depression, and,
therefore, we are in for trouble
because it will happen apain.

The prophets of doom have had
.a hectjc record, and I do not, think
.they are going to improve that
record.

The stock market was high in
1929, and it is high now, but here
are some of the conditions of 1954
that did not exist in 1929:

(1) The World Was at Peace in
1929. There was at that time no
great danger to freedom anywhere
comparable to the Communist
threat of today. In the Federal
budget we were appropriating

only a meager few millions for .

defense, and we had a standing
army scarcely large enough to be
called much more than a consta-
bulary. (Only 137,000 in the reg-
ular army in 1929.) .

Weapons of war were relatively
simple compared with those of to-
day. Danger from a sneak air at-
tack with such destructive devices
as atomic and hydrogen bombs
was not even imagined, let alone
latently feared,

Today our armed forces total
more than 3,000,000 men, and we
are spending at an annual rate of
almost $50 billion for national se-
curity.

The international situation is
presently tense—and there are no
apparent signs of easing.

When we appraise the economic
future, we must not overlook the
unsavory fact that the United
States very probably will have to
maintain a defense program cost-
ing from $40 to $50 billion, may-
be more, annually for a long time.

None of us takes delight in the
prospect, but it is a cold circum-
stance that cannot be left out of
account. It will probably keep a
minimum of 9,000,000 men and
women engaged, directly or in-
directly, in defense alone, count-
ing those in the armed services.
It will draw heavily upon our na-
tural resources and upon our. in-
dustrial capacity. )

(2) A second major circum-
stance differentiating 1954 from
1929 is to be found in our philoso-
phy of gevernmeént. The role of
government in our economic life
has changed markedly in this gen-
eration—whether you and I like
it or not. In 1929 there was no
Federal insurance of bank depos-
its; there was no social security
program. FHA mortgage insur-.
ance was not even conceived.
There was no general maximum-
hour and minimum-wage law.
queral crop insurance and farm
price suvport legislation had been
advocated from time to time, but
scarcely anybody then had the
fainest idea srh laws would ever
be enacted. Most people in 1929
regarded unemployment as a nor-
mal sort of social problem to be
handled locally: only a few indi-
vidials held to the theory that the
Federal government should be
empowered to do what Congress
authorized in 1946—take any steps
-necessary “to promote maximum
employment. production, and pur-
Jchasjng . power.” R
islative
changes.. (and. others of ‘a_similar
import) are in full force. ard ef-
fect Tight now. . L EC e

Under this changed philosophy
-of .government the American peo-
ple fully expect every means at
hand to be used in the mainten-
ance of reasonably full employ-
ment, production and purchasing
power.. Any administration un-

willing to act in z?ccordance there-

with would receive unfavorable
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support at the ballot box on elec-
tion day.

Labor is much more strongly
organized now than in 1929. Union
membership exceeds 17,000,000 to-
day compared with only 3,625,000
then. Union leadership is now
much smarter. Other groups such
as farmers and veterans are well
organized too—are aggressive and
articulate and aware of the ef-
fectiveness of political action.

(3) A third cireumstance very
worthy of mention grows out eof
the threat of Communism — and
undoubtedly bears heavily upen

the 'minds' of those who make dé-'

cisions in industry today. Here I
refer to the generally known—but
little  publicized — realization
among business leaders that a seri-
ous American depression might be
a great victory for the Com-
munists. At least it would very
probably send us farther down the
leftist road, perhaps far enough
to destroy much of what remains
of free enterprise. President Eis-
enhower realized this when he
said,. “A high and sustained rate
of economic growth is necessary
to the welfare, if not the survival,
of America and the free world.”

Wise management today does
not hold fo the theory that de-
pressions are inevitable or that we
should sit idly by awaiting the
return of prosperity, and { am
sure you will agree with me that,
if necessary, industry will take
the initiative in fighting a de-
pression.

(4) Now let me refer to a fourth
circumstance. It is financial. In
1929 the Federal debt was only

‘level.

$16,900,000,000. Today it is al-
most  $275,000,000,000. = Interest
charges alone on our present debt
are about $6,000,000,000. The en-
tire Federal budget in 1929 was
only $2300.000,000.

In the debt and in the cost of
government you find a condition
making it imperative that the na-
tion’s economy operate at a high
The U. S. government de-
rives close to 80% of its revenues
from taxes on corporate and per-
sonal incomes. Any decline in in-
come must, of necessity, be-re-
flected in an even proportionately .,
greater decline in Federal -rev-
enues, which would force addi-
tional deficit financing.

(5) My fifth point relates f{o the
securities market today.

There are many people who be-
lieve that the stock market fore-
tells the future. If that be so,
then all of us should be optimistic
because the market is the highest
since 1929.

But there is one difference
whith is important. Today’s mar-
ket is in much’ sounder condition
than was the one of 1929.

Speculative forces today play
a comparatively small role in
price movements. Margin regu-
lations work against speculation
and in favor of investment. The
thin 10% margins of the old days
exposed the market to far wider
fluctuations than now exist.
Forced liquidation is much less
likelv now. Pension funds and
investment trust funds with a rel-
atively steady flow of money to

Continued on page 41

Securities Salesman’s Corner

By JOHN

DUTTON

Most People Have a Financial Goal

One ofthe most important con-
siderations in people’s lives is
their constant seeking after secu-
rity. It is so important that the
greater portion of our days is tak-
en up with preparation for ac-
quiring a skill with which we can
provide financial security during
our working years, and then con-
tinuing such endeavors so that
our responsibilities to our fami-
lies and 'ourselves in later life
wil be properly accomplished.

The life insurance business has
been building a solid public ac-:
ceptance of the idea that people
can go out and carve a sound fi-
nancial foundation for themselves
through systematic saving carried
throughout the years. Today peo-
ple are acclimated to the idea that
it is practical to plan their finan-
cial affairs so that retirement,.
education of children, provision
for their families in the event of
their death and building up an
income that will augment their
earnings can be worked out within
the limits of their earning capac-
ity. In other words, the ground
work has been laid from an edu-
cational standpoint, and those who
are in the investment securities
business can utilize the “program
planning approach” to a much
greater advantage today than was
possible 25 years ago.

There are people who have only
a hazy idea of what they want
when it comes to buying securi-
ties. All thev need is someone to
.sit down with them. and put those
ideas - into concrete form. That
¢can readily be  accomplished
through  the consultation type’ of
interview wherein the client’s
own ideas are put down in:black

and white and clarified for them..

I have known cases where retired.

people had a definite need for:

regular and generous:income from
their investments, yet until some-

one came along and cleared the

air for them their haphazard:

methods of purchasing and selling
securities left them with a feeling
of insecurity . that- was only

changed when a planned program
was placed before them.

There is a broad area of good-
will and confidence that can be
created by getting over into the
client’s backyard and finding out
what he actually wants from' life
as well as from his investments.
Securities are only a means to an
end—they provide income and-a
feeling of security against the vi-
cissitudes of life. The same is true
of life insurance, real-estate and
other ~“forms ' of - property.. When
you: find out what your clients
want from their property, as well
as their aims, their hopes for their
children and themselves, you be-
gin to build a relationship with
them that becomes both close and
friendly. Selling 'securities "then
resclves itself into a pleasant task
of selection of the proper .invest-
ments and watching over them
for your clients. There is no more
satisfactory arrangement possible
once you have established this
type of clientele.

Each account that you have set
up on.a properly planned and
programmed basis can be review-
ed periodically. It is always pas-
sible to reaffirm the objectives of
the account in discussions with
them. When people are inclined
to stray. from  the main purpose
which they have in mind in in-
vesting, you can clear the air and
get them back on the track again
just by reminding them where
their real interest should be
directed. ’ o

As we approach new cliénts and
‘build stronger ties with those whao
are 'now doing.business with us,

we ‘should -constantly keep .these

simple' fundamentals before us ‘of

-asking questions - which will cla-

rify the real objectives' of- those
these‘objectives. when changes-in
with ' whom we are doing business.
We should also remind them of
their investments are indicated, or

when new commitments are made.
Successtul investment results and
satisfactory relationship with
clients can thus be achieved. - .
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Merchandising’s most modern methods work best
in National’s Long-Span Multiple Brildings

When the time came to pick a building design for
suburban Cleveland’s modern new Meadowbrook
Mart, the most logical choice—from every stand-
point—was a Stran-Steel Long-Span 50 Multiple
building, 150 feet wide and 642 long.

First consideration was floor space, and the choice
‘was strongly influenced by the Long-Span’s pro-
vision of 2 maximum amount of unobstructed in-
terior area—in the Mart’s case, over 91,000 square
fect . . . enough for thé more than 70 retail busi-
messes that make it an outstanding service and
shopping center,

Second was construction costs. Long-Spans go
up rapidly and easily, so the owners made appre-
ciable savings in time and money by their choice,

NATIONAL STEEL

GRANT BUILDING

And finally, Long-Spanwas chosen because it eastly
lends itself to adaptation and modern treatment,
as shown by the illustration of the Mart above.

The Long-Span Multiple, a product of the Stran-
Steel Division of Great Lakes Steel, fits into any
site or any application—farm, industrial, or com-
mercial—as readily as it did for the Meadowbrook
Mart. Straight sturdy sidewalls and arch roof give
a maximum amount of unobstructed space. Arch
ribs and trusses of famous N-A-X High-Tensile
Steel make for long life, strength and economy.

All-steel buildings are but one of many National
Steel products that serve many industries in
many ways . . . that make National Steel
one of America’s leading producers of steel.

. CORPORATION
PITTSBURGH, PA.

SERVING AMERICA BY SERVING AMERICAN“INDU‘STRY
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'The Downward

Slide

Has Been Stopped!

By WALTER WILLIAMS*
Under Secretary of Commerce

Commerce Depariment executive, asserling .conditions are
ripening for the greatest period:of economic expansion in the
nation’s history, claims that the present Administration has
straightened out the econoiny ‘appreciably, and the downward, ,
slide has been stopped. Points out industrial production, store
sales, prices and personal incomes, as well as construction
activity and new business orders, all have upheld well in the
present adjustment. Cites as factors for optimism the nation’s
growing population and the steadily increasing rate of produc-

tivity of the national economy.

Stresses current large reservoir

of liquid holdings by the people.

‘Why is there so much “Potential
Opportunity” for sales executives
today and where is it? Let me
answer briefly by pointing out
six different
areas which
provide the

~ basis for enor-
pous oppor-
tunities to
gachand every
one of you in-
terested in the
sales - promo-
tion field:

(1) The first
area of oppor-
tunity is to be
found in an
analysis of the
business ba-
rometers to-
day. There are those who think
the turn in the business cycle has
already been made or that we are
at the point of turn now. Dr.
Sumner Slichter is one of those
who believes |that the business
turn upward is imminent if it is
not indeed already turned upward.
Dr. Arthur F. Burns, Chairman
of the Council of Economic Ad-
visers, stated in his address de-
livered at Columbia University on
May 26: “Taken all together, the
outlook for early recovery, there-
fore, seems favorable, and the
business-cycle policies pursued by
the government seem to be work-
ing out reasonably well.” To be
sure, Dr. Burns conservatively
adds, “but, history carries: a. stern
warning on how easily economic
developments may be misjudged.”

Walter Williams

Key Barometers

Whether the turn has already
been made or whether we are ap-
proaching' it, a calm, objective
analysis of key barometers meas-
uring the condition of business
gives much reason for solid en-
couragement.

Industrial production shows up
particularly encouragingly. Start-
ing at a figure of 137 at the peak
in July, 1953, this index has stead-
ily gone downward until it hit
123 in March of 1954. Then, in
April for the first time, it stopped
sliding downward, remaining at
the same figure as for March,
namely 123. Significantly, the in-
dex for May is expected to be at
this same figure, 123, or perhaps
a point higher.

Department - store sales have
. held up well with May sales being
2% to 3% higher than the March-
April average. Remember, too,
that the. March-April figures cov-
ered the Easter buying period. To
be sure, May sales were about 6%
lower than a year ago, but let us
not forget that May of last year
showed sales at a peak level. |

Prices have held favorably.
Wholesale prices of industrial
commodities continue remarkably
firm while farm priceshavetended
upward since the beginning of the
year to a level slightly above a
year ago. The strength of prices
has undeniably been a favorable
factor in the recent adjustment.
‘This adjustment -would certainly

*An address by Under Secretary Wil-

liams before the National Sales Execu-
tives, Chicago, Ill., June 4, 1954,

have been much more severe if
prices had declined sharply in-
stead of remaining firm.
Personal income in April was
at a high annual rate of $282 bil-
lion, slightly down from March.
However, the total reduction in
personal income since the peak of
last July has only been 2%. With
lower taxes, disposable personal
income has been virtually un-
changed over this period. :
Construction activity has been
roaring along at an unusually
high level. In May total construc-
tion activity stood at 4% above
May, 1953. Non-farm new housing
starts have averaged over 1.1 mil-
lion at an annual rate in the first
four months- this year. This is
just slightly below the conrespond-
ing period of a year ago when we
were heading in to-the peak pe-
riod of the business boom. The
barometer of “new ordersy gives
reason for encouragement, New

orders received by manufacturers

of durable goods increased in
March and’ April from the rela-
tively low rates of earlier this
year. AR '

The figures on.plant and new
equipment expenditures still re-
main encouraging. Business con-
tinues to invest in new, produc-
tive facilities at near-record rates.
The latest survey of plant and
equipment expenditures shows
that spending in the current quar-
ter is within 5% of the high rate
a year ago. Investment is partic-
ularly strong in the public utility
and commercial fields.

" Inventories Be'ing Reduced

Business inventories are still
being reduced. This’is in contrast
to the substantial accumulation-in
the second quarter of 1953. It now
appears that the rate of liquida-
tion thus far this quarter is some-
what greater than during the pre-
vious quarter. The head of a very
large national retail distributing
organization recently stated, that
whereas sales of their stocks on
hand had gone on for several
months at a pace more rapid than
they were buying from their sup-
pliers, he forecast that “within
approximately 30 days” his firm
would very likely be huying at
or perhaps greater than the rate
at which their sales had been
running. : .

Steel production is scheduled at
70.9% of rated capacity for the
week ended June 5. This is about
4% higher than in Mid-April
when operations began to improve.

A calm, dispassionate analysis
of the various business barometers
today weuld not, perhaps, indicate
any crystal-clear, sharp upturn.
But. the same calm, dispassionate
analysis would seem quite con-
clusively to indicate that the rate
of decline has sharply " lessened
and that a flattening out process
has replaced the steady decline
since July, 1953. No one can fore-
cast events, but on balance, there
would seem to be strong reasons
for feeling that a good, solid bot-
tom is being laid for a renewed
rise in business activity. It is per=
haps relatively immaterial to try
to split hairs as to whether the
upturn itself has actually come

yet or not, Indeed, considering
the different positions cccupied
by different businesses at any
given time in a business cycle, it
is impossible to call the turn for
all businesses at any one time.

Liquid Hoidings of P:zople

(2) The secord area of oppor-
tunity is to be found in-the enor-
mous reservoir of liqui-d holdings
on the part of our people. As of
December 31, 1953, the net amount
of: liquid, assets held by American
citizens was-just under '$300 bil-
lion. To this enormous figure must
be added about $200 billion more
to cover personal holdings of what
economists call “corporate and
other securities.” This means a
grand total of approximately $500
billion of net liquid assets held by
our people.. Think ¢f the enor-
mous purchasing power wrapped
up in this gold mine. Incidentally,
too, you may be interested to
know that this staggering total of
liquid assets gained approximately
$11 billion during the year 1953.

Now while we are talking about
this large reservoir of potential
purchasing power, let us take a
look at certain other figures in
the savings realm which are both
good and not good. In 1952, the
rate of savings of disposable per-
sonal income was 7.2%. In 1953, it
was 7.3%. Figures for the first
quarter of 1954 show that this
savings rate jumped to 8.0%. Now
this is fine in one respect. It
shows that our people are thrifty
and are saving. But it is not fine
in the sense that it s“ows that
our people are putting their s~v-
ings away instead of buvving: the
thirgs that yon and vour s=les
‘orce cou'd and shou'd be se'ling
to them. Sometimes the questicn
is kicked around among econo-
mists as to what is the avpropriate
rate of saving. It must be remem-
bered, of course, that a satisfac-
tory percentage of savings must
be had in order to provide funcs
for investment in new machinery,

‘new plant, ete. There is probably

no way to get-at any accurate an-
swer as to what the. correct rate
cf savings should be.’ !

However, in one recent discus-
sion of this sort the suggestion
was offered that 5% % might be
right. Whether it-is or isn't is
nerhavs not so important as the
fact that the rate has jumped
from 7.2% in 1952 to 8% in the
first quarter of 1954. The signifi-
eance of this high rate to wvou
who . are . representatives of the

_great sales organization of Amer-

ica, is the fact that the purchasing
reservoir is enormous and getting
more. enormous _at a more rapid
rate every day. d

What Eisenhower Po’izics
Are Deinz

_(3) The third area of onvortu-
nity is to be found in the-job.that
the United States Government
under the policies. and philoso-
phies. of the Eisenhower Admin-

istration is doing to strengthen
the economy. This, I think. is no
place to go into a discussion of
this sort in detail. Sufficient to
say, however, that by sound budg-
etary policies, enormous tax sav-
ings have been made ppssible for
the people of America. The stag-
gering figure of between $7 and
$71 billion will have been made
available to the people of the
country over the last several
months. The Federal Government
has '‘been following a policy of
maintaining an adequate money
supply designed to provide for
the needs of a growing economy.
The Administration has embarked
uoon g program of reformation in
the tax structure. This is particu-
larly significant and is anart and
aside from the matter of reduc-
tions alone in taxes. There is en
intelligent effort being made to
at least commence-a recasting of
our tax structure so that there
may be increased incentives. thus
stimulating the exparsion of our
free-enterorise economy.

The Administration also has

|
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recommended and adopted modi-
fications for loan and insurance
programs. In many ways where
administrative rules and decisions
‘can be adonted and macde, the
private economy is keing assisted.
In a werd, the Eisenfower Ad-
ministration. i3 doing a thorough-
going.job of assisting in ‘thé.cre~
ation of an econowiz’climateg-de-
cignei to'stimulate t e ex<ansion
. en” berpefit- ro uzing nature of
Gur economy. Vv

. Eurcpean Corditicns I~ proved

(4) A fourt: rrei 'bearing upon
e notential conortunities which
onen up ty the a'ert br i1~egman
today relates to conditions in
Europe. Do you remember only
a few months ago when expres-
sions of anxiety and misgiving
were drifting across the ocean
indicating that Europe was bor-
dering on panic because of her
concern as to what was going
to happen to the American econ-
omy? Well-informed students
who return from Europe now,
point out that Europe’s economy
has been booming ahead at a
rapid rate in recent weeks and
months. Indeed, one very well
informed economist put it this
way: “Europe has found that just
because the United States econ-
omy catches a cold, the European
economy does not necessarily
catch pneumonia.”

(5) An important area relating
to the opportunities which are
ours, is to be found in the oft
repeated statements concerning
ithe growing population of our
'‘ecountry and the steadily increas-
ing rata of vroductivity of our
.economic machine. There is no
cenying-trat both of these factors
give sclid reason -for optimism,
particularly on the long-pull basis.

However, may I bring to your
attention one aspect of the fac-
tors that have to do with in-
creasing productivitv which
should have -ycur careful ‘and
sober consideration. Wrether it
be tn vreserve our national se-
eurity or whether it be to pro=
vide a stronger, more productive
economy for t-e welfare cf our
people, ‘there is ro denying the
fact that imoroving technology is
one of the verv imnortant factors
involved. You will be startled
I am sure to learn that whereas
we had 52,000 graduates from out
colleges and universities in the

realm of science, research and en-.

gineering in . 1950, only 19,000
such graduates are coming off
the assembly line in 1954, These
figures are tad encuh: Trey are
much -worse, ‘however, when we
take a look st the conditions in
t-e field of troining srientists and
encineers in Rwussia as compared
with o= aum o proogram. >

Actually the numbers of peo-
ple graduating from our institu-
tions of higher learning in Amer-
ica are not too much greater
than those renorted to be grad-
uating from institutions of higher
learning in Russia. Here, how-
ever. is where the rub comes: in
Russia, the  percentage of those
graduating in science, research
and engineering is nearly 50%
aktove those graduating in science,
research and engineering  from
our American schools. I would
like to pause in this discussion
to urge most respectfully that
each of you do whatever he can
to encourage a larger percentage
of the high school graduates of
America to enter our universities
and' colleges in the fields of re-
search, engineering and science.
In the waging of the cold war
where technology will play such
an important vart in the final
outcome, we must bave an in-
creasingly large nuvber of men
trained in.these fields.

(6) The sixth and final area of
onportunity is to be found in the
atmosn™ere cf ‘confidence which

" prevails today. This confidence
may be measured in the invest-
ment and bnsiness world by not-
ing the high level of construction,
the high level of plant and new

V.

equipment expenditures and the
high level of activity on the stock
market. Confidence on the part
of the consumer is refleeted by
the high level of consumer ex-
penditures. Each of you can, I
am sure, from his own experi-
ence note the sharp' change of
psychological sentiment:today- as -
compared - with 'let’ us ‘say six
months age: - Then there ‘was - a
sense ‘of anxiety; then-there was
a jeeling: of -‘concern ‘as ‘unem-
ployment figures were mounting
and other business barometers:
showed steady decline. Test for
yourself the change of sentiment
of those with whom you come
in contact. today as compared
with the sentiment as expressed
by those same people a few
months ago. Confidence is a basic
factor, and in view of the changed
degree of confidence, it is appro-
priate, therefore, that it be listed
as one of the solid planks upon
which we may begin to build ne
records. :

“Never So Much for So Many
Sales Executives”

Let me close by reminding you
that it is really opportunities
which you Sales <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>