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As We See It

The position of the wage earner, or at least the
position to. which he very definitely now aspires
not only in the economic or business sphere, but
in American politics and public policy as well,
has been forcefully thrust upon the attention of
the thoughtful citizen' by a number of recent
events. When the Secretary of Defense the other
day gave expression—perhaps politically unfor-
tunate expression—to some obvious truths about
the attitude of all too many wage earners of this
day and time, the “opposition” found in the situa-
tion thus created a wonderful opportunity, and
the members of the party in control, or many of
them, were seized with consternation for fear of
‘what organized labor might be able to do and
would do-with the allegory enunciated by this
member- of the President’s cabinet.

- Meanwhile there has been a revival of‘the old

efforts to combine the two largest labor organiza-:

tions into one or to work out some sort of unified
'or coordinated pattern of behavior for the future.
In this way organized labor hopes to be able to
eliminate what little competition there is left in
the field.- The Administration in Washington has
so far refrained from promoting such a unifica-
‘tion of labor unions—an attitude in striking and
pleasing contrast to that of the Roosevelt regime

'in the early days of the New Deal, but apparently

1o one has even thought of undertaking any sort
of move which would place any obstacle in the

"way of the plans of the labor monepolists. Com-

petition appears to be a sauce which is excellent
for the goose but poisonous to the gander—at

Continued on page 49
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~Government's Role in Easing

Business Fluctuations

" By ARTHUR F. BURNS*-
Chairman, Council of Economic Advisers

President’s chief economic adviser sketches the steps the
Administration has taken to check the decline, and
ascribes the mildness of the recession to these actions.
Lists as aiding causes: (1) our fiscal system; (2) public
confidence in Administration’s monetary, tax, and expen-
diture policies; (3) trade union conservatism; (4) pro-
ducers and consumers high spending rate, and (5)
economic_recovery abroad. Describes President’s pro-
gram, and foresees continued economic expansion..

The assumption by the Federal- Government of a
responsibility for curbing the business cycle ‘and pro-
moting a stable prosperity-is a very recent development.
I want to say something today about the way in which
the government has been discharg-
ing this responsibility.: But before I

-do that, I should like to make a few

historical remarks.:

A generation. or- two ago most
economists and ‘men of affairs took
the business cycle for granted.. The
prevailing view was that in a free
economy such as ours, in which men
may buy much or little, work or not
work, invest or refrain from invest-
ing, embark on new ventures or -
pursue the path of routine — that in
such an’economy, some fluctuations
in production and employment were -
bound to occur.

Beyond this, it was widely be-
lieved in those days that occasional
declines in production served a useful function, first, be-
cause they facilitated an adjustment of the volume and
structure of production to the state of demand; second,

because they impelled workingmen and business man-
Continued on page 49

*An address by Dr. Burns before the Economic Club of Detroit,
Detrolt, Mich., Oct. 18, 1954,
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Investment Opportunities

in the

World’s Largest Market

Attractiveness of. securities available only in the Over-:

the-Counter Market discussed. A tabulation of unlisted -

common stocks of companies that have paid cash divi-

dends from 5 to 170 consecutive years presented. How
the Over-the-Counter Market functions explained.

As the custom and practice of investing in secu-
rities' spreads more broadly among a prosperous
American populace; the Over-the-Counter Market
is becoming ‘better understood and appreciated
with each passing day. This observation is made
with no intention of belittling or dimming the
luster of our major stock exchanges, but to give
the .Over-the-Counter Market its proper niche in

_our scheme of things as America’s largest secu-

rity market.

As a back drop, we’ll start with bonds. The
‘great volume of United States Government bonds
are.  traded ‘“over-the-counter” as- are. all .State
Government obligations and those of over 100,000

" separate municipalities which raise money

through the sale of securities for schogls, parks,

fire houses, roads and sewers with unlisted offer-

ings. Most foreign issues, and our newly popular

type of revenue obligation, the turnpike bond, are

sold and traded in the Over-the-Counter Market

‘by the hundred millions. Housing and slum clear-
ance issues are also unlisted and traded over-the-

counter.

Switching over to stocks, whereas there are
about 3,600 issues traded on the major exchanges,
‘there are about 30,000 traded with some fre-
quency, and probably 20,000 more less active

Continued on page 22 ~.
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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.)

G. EDWARD HISCOX
Cruttenden & Co., Chicago, Illinois

Investors Diversified Services

Recent years have witnessed an
increasing recognition among in-
vestors of the basic growth and
compounding factors operating in
the life insur-
ance business. -
This recogni-
tion has
caused life in-
surance stocks
to skyrocket
in price as
price-earnings
ratios were
reappraised to
reflect: the
industry’s
growth ' status.
Price-earn-
ings ratios
have reached
as high as 40
for w1de1y recogxuzed growth
companies and.up to 20 for com-
panies with better than average
records and prospects.

Investors Diversified Services
(IDS) has many of .the same fac-
tors working in its-favor as have
life insurance companies. Its
growth record under a dynamic
management has been superior to
that of most highly-recommended
life companies. IDS is now sur-
mounting the same obstacles to
investment stature which lifé in-
surance equities; so successfully
overcame: (1) an historical period
of consolidation during which
time assets were conservatively
revalued and reserves set up to
offset the lower interest rates of

G.Edward h.scox

the last two- decades; and (2) a:

general ignorance on the. part of
investors of the true nature and
importance of the-business. The

strong uptrend in stable, recurrent

earnings should soon bring com-

_parable investment. recognition.

IDS .is engaged in the distribu-
tion and management of mutual
funds and face-amount _certifi-
cates. Sales growth in' both cate-
gories has substantially exceeded
increases in.the sales of ordinary
life insurance as reported by the
stock life insurance companies.
The percentage gains for each ac-
tivity during the period 1949-53
are compared below with similar
percentage gains for new ordinary
business. written by five life in-
surance -companies. - Only Frank-
lin Life has exceeded IDS.

PERIOD 1949-53
% Gain in Sales nf——
QOrdinary
Life
Insurance

Mutual Face Amt.
Funds Cert.
85%

Life Insur, Ind.
Aetna
Conn, General..
Franklin
Lincoln National -
Travelers ¥

.Sales of mutual funds managed
by IDS have risen phenomenally
since the initial offering of Inves-
tors Mutual in 1940. Two addi-
tional funds, Investors Selective
Fund and Investors Stock Fund
were added in 1945, and the three
together with Investors Mutual of
Canada now total over $700 mil~
lion and account for approxi-
mately 12% of the entire mutual
fund industry. Mutual funds gen-
erally have been mushrooming in
size with a gain in total assets of
more than 1,000% in the last 1§
years, and IDS funds have far ex-
ceeded the others in growth. It
seems fairly obvieus that mutual
funds are in g position today- sim-
ilar to life insurance 25 to 35
years ago. :The need for an in-

vestment medium with long-term
growth for education and retire-
ment is as apparent in these times

of long-term inflation as is the
necessity for life insurance to pro-
vide an immediate estate.

The company receives under-
writing fees front the sale of the
funds and a continuing annual
management fee for supervision
based upon the aggregate value of
the funds invested. We show be-
low the total assets of the funds

&% ot various year ends:

Assets of Funds
in Millfons
$4.0 '
45.2
120.8
260.4
599.4
- Over 700.0

Year

1944 __
1947
1950-
1953..
1954...—

IDS sponsored funds enjoy one

- of the lowest redemption ratios in

the industry. They are sold
through the efforts of some 2,300
full time salesmen, and approxi-
mately two-thirds of all dividends
paid by the funds are automati-
cally reinvested.

Face-amount certificates ' have
many ‘ characteristics “of .endow-
ment insurance. The ' investor
contracts.to pay a stipulated sum
at  periodic . intervals, usually
monthly, for which he receives a
lump sum payment at some future
date. Optional settlement features
are available. The most: popular
plan currently calls for the pay-
ment of about $20 monthly for
20 years at which time the inves-
tor receives $6,000. The net re-
turn on these monthly plans is
quite low, ranging: from about
1.16% on the six year plans to
2.15% on the 20 year plans. Pen-
alties are incurfed if the plan is
discontinued. The element of
forced -savings is-obviously the
primary feature in the sale of the
plan, IDS distributes these cer-
tificates through its- nationwide
salesforce, comparable in scope
and methods of compensation to
the agency staff of a life insur-
ance company.

During the 1920’5 and 1930’s the
company offered high™ yielding
plans which' caused trouble when
money rates declined in. much. the
same manner as hjgh guaranteed
interest rates plagued the life in-

surance industry. Mortgage. fore-"

closures and the collapse of the
real estate market added to the
difficulties.
substitution of lower yielding
certificates have solved the prob-

lem for IDS. While the old-

higher cnst certificates have

run off from $1 billion outstand-.

ing in 1940 to under $250 million
currently, the low yxeldmg cer-
tificates have been sold since 1940°
withoutstanding success. The face-

amount of low cost certificates

outstanding now totals over $1.3.

billion. This year, Investors Syn-
dicate of America, the. wholly-
owned.subsidiary which issues the
low-cost certificates .will receive
better than $60 million in receipts.
The assets of-Investors Syndicate

are growing at a steady rate of’

20% annually and will total
roughly $300 million at the end
of 1954. Net income is increasing
at a corresponding clip.

The primary investment me-
dium of- Investors Syndicate is
mortgages of which 85% are FHA
insured or VA guaranteed. About

‘89% of the maortgages. are of the

' * Under-
writing
~ Fees Fees
(600) {000)"
82,646 ; $916
3,153 1,313
3,910 © 1,849
4,743 2,446
4,927 © 2,960

Manage+ Earns: fr.
ment Face-Amt. ' M
Year

(000)
$597

. 1542
1,912
2,985
3904

1949... o
1950 __
1951
1852
1953

But time "and - the

 vestment participation

Inc. frem  Other
Certif.* Operations*
{000)
* $2,075
7,242¢
2,958
3,530
4,860

4
This Week’s '
Forum Participants and
Their Selections

Investers Diversified Services—G.
Edward Hiscox, Cruttenden &
Co., Chicago, Ill, (Page 2)

American Research & Develop-
ment -Corp.—Belmont Towbin,
Partner, C. E. Unterberg, Tow-
bin Co., N. Y. City. (Page 10)

self-amortizing type and the other
11% require - uniform periodic
payments. With new mortZages
yielding 4.50% versus. 3.97% on
the' overall , mortgage . portfolio,
face-amount certificates paying

-out less than 2% % are obviously

a profitable source of income for
the company. Even the older cer-
tificates are now profitable.

In order to generate the mort-
gages necessary for its large in-
vestment requirements, IDS main-
tains one of -the leading mortgage
departments in the country. As an
active builder and planner as well
as lender, the company has spe-
ctalized in construction loans. IDS

sells its excess mortgages to ether«

institutions,* generally+. retaining
the profitable servicing contract.
Mortgagé service income has in-
creased steadily each year without
exception from the end of World
War II when it totaled about
$250,000 ‘per year, through" 1953,
when such income reached almost
$2 ' million. . Mortgages serviced
total somewhat over, $600 million
and new mortgages are being gen-
erated at the rate of about .$100
million per year.

All of the major sources of in-
come for the company are ex-
periencing strong growth trends.
Summarizing the various sources
of income for IDS in the order of
discussion, we have (1) Under-
writing fees from the sales of mu-
tual funds and face-amount cer-
tificates, (2) Management fees de-
rived from the servicing of the
mutual funds, (3) Earnings from
the face-amount certificates, (4)
Income from mortgage sales and
servicing, and construction loans.
In the table below we have tabu-
lated the company’s earnings by

X
| October 21, 1954

Alabama &

Louisiana Securities
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JAPANESE
SECURITIES

may have unusual appeal
to investors with vision—
investors with knowledge
of Japanese potential.

Call or write
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Securities Co., Ltd.
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Home Office Tokyo—170 ‘Branches
Brokers '& Investment Bankers
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Trading Markets for
. BROKERS . & DEALERS
South Texas Oil & Gas
Wyoming Gulf Sulphur
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Trade with us and save N. Y. tax

-WELLINGTON HUNTER
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source. for comparative purposes: . ‘e SE i

and to show IDS’s impressive
built-in ‘growth characteristics.

The leadership of IDS is in the,
hands of an experienced and ener-
getic management. Capitalization
is simple, consisting of two classes
of common stock. Alleghany Cor-,
poration owns the controlling vot-:
ing stock of .which 574,000, shares
are outstanding, Public trading is

in the class ‘A stock, identical ex-!
cept for the voting right, of which’
879,000 ‘shares are outstanding.’
The company ‘is financing its tre-
mendous' growth- internally, with
the result that no dividends have.
been declared. Substantial cash
dividends will be entirely feasi-
ble within a few years, as the cash
flow and surplus continue to build
up. . The dividend payout and
yield on most growth stocks is so
inadequate that we regard the
lack of a dividend as of minor
importance.

IDS is the only means for in-
in the
growing mutual fund field. The
reinvestment and compounding
features of the company’s opera-
tions are otherwise to be found

Continued on page 10

Net Inc. after
Oper: Expsc & Per
Tetal Inc. Taxes Share
{080)
$5.529

- 13,522¢
© 11,034
13,365
17,152

Income
(Net)

. {080)
$(605)
272
405

(345)
494

(000)
$1,366
6.453¢c
4,127
5,300
7,908

$0.94
4.44c
283
3.64
5.44

*Partly after taxes.. .c Inflated because of particularly profitable construction loan

activity dn 1950.
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Higher Market Ahead
Over the Long Term

By EDMUND W. TABELL

Partner, Walston & Co., New York City
Members New York Stock Exchange

Market analyst sees. black-and-white. contrast between 1929’s
and today’s market, citing intervening inflatmn,' population:
mcrease, national output rises, and growih in_leading com- '
panies’ earnings and dividends. Maintains possible imminent
Democratic election vctory would not entail long-term ecenomic.,
harm. Concludes while mtermedlate correction  could occur at .
any time, market shows no sign of major top, with D-J Average:.
rise to 600 by 1958-1960.a distinct posslblhty

The stock market, as measured
by the Dow-Jones. Industrlal
Average -is- now within shooting
distance of the famed 1929 high
_of 386.:Not so
“many years |
-ago this goal §
was consider-
ed almost im-,
possible -of: §
achievement.

‘Now ‘it *looks

“as though ‘the' ¥

high of 25 }

-years ago will

-easily be

passed — pos-

-sibly . in - 1954

—undoubtedly &
inthenext:

year or two.
It appears Edmund W. Tabell

-that my 1948- prediction that the

Dow-Jones Industrials would -

reach 450 by the late 1950’s may
-have been quite conservative, A
‘level of 600-by 1958-1960 now
seems a’ distinct possibility,
Quite a few people are. begin-
mng to think that the stock mar-
ket is dangerously high, and that
the " possibility 'of another - 1929
-market crash is increasing. In my
opinion, " the difference between
today’s market and that of 1929
is almost as great- as the differ=
ence- between -black and - white.
Concern over the fact that an

.average is approaching the. 1929:

high ignores the. tremendous
_changes that have occurred. in the;
past . 25 years. It dgnores the
change in. the, purchasing . power
of the dollar. In terms of a con-
stant- 1929.. dollar,-- the ‘present
market is selling around 230 as
‘compared with 386, in  1929.. It
“ignores the current replacement
walue 'of a. company’s plant. .It
"§gnores  the fact that. populatlon
has inereased 40 million since 1929.
qt-ignores the fact that, the na-
tion’s total output (in real terms
—not just in dollars) is more than
gdouble ‘what it was, in 1929, It
-ignores the fact that personal in-
come (after:taxes) has increased

236%; that‘industrial capacity has-

doubled, as has the output per
-worker. " It: ignores- the -changes
in individual :campanies. General
Electric-at the 1954 high of 48%
gold - about -45% above ' the 1929
“high: of 33%—but sales have in-
creased 290% .since- 1929. Earn-
ngs have increased 200% and div-
idends have. increased 220% in
the past 25 years. .

J Drft‘erence in. Technical.

o : Conditions

Such 'superﬂmal thmking also
ignores the difference in technical

years ago. Speculative trading was

rife -in 1929 and the volume of.
trading - greatly exceeded. that of.

today, despite the. fact that there

are a. much larger number of « .

shares . presently listed. In- 1929
brokers’ ‘loans were about seven

times present levels and accounted,.:

for. 9% of the value of New York
Stock . Exchange. stocks.. Today,
brokers' loans are less than 1% of

the value .of New York Stock Ex- .
> change stock prices, Outright gam- .
.bling was a large part of 1929’s. .
. volume.. Today it has disappeared,

almost entirely. and we have an,

investment market to a large de-

-gree .with -a relatively. small
amount of speculation on a hrgh
" margin. basis. ‘

To compare  the present 25-

times-earnings' and ‘less than.3%.:

vield on . some growth issues to a
similar.- condition in 1929 also,ig~
nores some very important differ~
ences, Today only-a-handful of
growth issues are selling at very.
high price-to-earnings.ratios and.
low yields. “They comprise a small
segment of the entire market. This
condition. applied to, almost every
stock in 1929. Such -a .comparison
also ignores the motivation of ,the
buyer. Today, these growth issues
—such as Minnesota Mining, Dow-

Chemical and others—are’ largely

being bought for cash, not for any
immediate rise in price and divi-
dends—but. for long-term growth,
over the next 10 or 15 years, A’

drop_jn price would not disturb, ...

the buyer,” who, in. most -cases;
would welcome such a deyelop-.
ment to add to holdmgs In 1929,

stocks .were bought in hope.of a _ -
resale at a profit in a.very short”. '

period of time. They were bought,
on a low margin and a drop ‘in

prices either scared ‘or forced. the.’

holder out of the market
Some Correction- Ahead?”

While it is evident that_ the

present market is in no way com+

parable to 1929 as far as vulner-"

ability is concerned, would it not .
be logical to expect some correc-
tion.of the unprecedented rise. of.

over. 30% "in the Dow-Jones In<
. dustrial Average in a little over a '

year? . v
Possibly if we review some of
the

and then evaluate the changes

that - have occurred since that- -

time, -we might ‘arrive at some
conclusion of how vulnerable the
market is at present price levels. '

In the first place, the advance
has taken place without any rise
in general business. The Federal

Continued on page 39

reasons why the market,
started its advance 13 months -ago- -
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Article starting on the Cover page “Investment Oppor-
-tunities in the: World’s Largest Market” deals with the Over-
the-Counter Market and includes.a tabulation showing,. in
addition to other data, namesfof ’companies whose securities
are traded exclusively in the “counter” market which have
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Counter Attractions

By IRA U. COBLEIGH
Enterprise Economist

Some notes about a few over-the-counter stocks in various
industries selling in a popular price range.

One of the reasons for lack of
appreciation and understanding of
the unlisted market is its very
size, With some 30,000 issues to
choose from,
only a few
hundred of
which reach
the newspa-
pers in the
bid and asked
columns, it
seems, to
some, much
simpler mere-
lytoinvest
in, or follow,
items like
General Elec-
tricc Radio,
Woolworth,
whose Stock
Exchange transactions in volume
are recorded daily. A course of
action, along these lines exclu-
sively, would, however, deny one
the opportunity, in many -cases,
of purchasing shares in the ear-
lier phases of expansion of a cor-
poration. It would also close the
door on purchase of many sound
equities at four, five or six times
earnings at a time when compar-
able listed securities might be
selling at eight to 10 times earn-
ings.

Further, the argument often ad-
vanced, that listed securities, be-
cause of greater popular follow-
ing, are more likely to have good
news promptly translated into
market gains does not always
work out thus in practice. For
example, Great Plains Develop-
ment over the counter has ad-
anced from around 5% to above 22
in the past 12 months—a rate of
market gain quite satisfactory to
the most avid speculator. Simi-
larly, sharing in the new vogue
for atomic energy minerals, Lith-
ium Corp (unlisted) has, in the
past 18 .months, advanced from
six to 25, Foote Mineral from 50
to 125, and Lindsay Chemical
(producer of thorium) has gone
from 30 to 190 and split five for
one. And in a higher range, since
November of last year, Travelers
Insurance traveled from $750 to
past $1,500 a share, which is a
pretty impressive performance for
such a high priced equity. These
items are picked at random just
to show that you can get plenty
of favorable action over-the-
counter., All you have to do is
pick the right securities!

Another point in favor of the
unlisted market is that, quite
often, you can locate shares neg-
lected or unnoticed by.the general
run of investors where the quoted
price is actually below net quick
assets per share; thus providing
a bountiful bonus to the buyer in
the form of other assets (earning
or -otherwise) acquired seemingly
without any cost whatever. This
situation occurs most commonly
when a company is operating at
a current loss, or where pessimism
about the future trend of profit-
ability exists. If this kind of a
situation interests you, why not

Ira U. Cobleigh

look up the latest balance sheets
of such companies as Gruen
Watch Co., Cleveland Worsted,
Mohawk Rubber, or Crampton
and Knowles Looms of Worcester?
You will perhaps find.share
quotations, in each of these in-
stances, at an interesting discount
from net quick assets per share,
and a much larger discount from
book values.

Having, in a few whisks of the
pen, referred to the potentials for
capital gain, and the occasional
ferreting out of apparently under-
valued stocks in the unlisted mar-
ket, let’s move on to a few as-
sorted shares whose batting aver-
ages are not included in the Dow
Jones ones. .

The first we’ll mention is Skil
Corp. which ties heavily into the
current nationwide trend to “Do
it Yourself.” Products here in-
clude portable electric saws, and
drills, and many power driven
tools such as hammers, grinders,
screw drivers, shears, blowers,
ete. Its Home Shop line contains
a complete set of electric and
portable tools for cellar amateurs.
On the financial side, gross prof-
its are running at about $6.5 mil-
lion a year with a net per share
of $2.62 last year, and dividends
totaling $1.55. Dividends have
been paid since 1938, including a
3 for 1 split in 1947, and a 20%
stock dividend in 1950, Net work-
ing capital is good; management
excellent, and the business ex-
panding in a popular field. Capi-
talization couldn’t be simpler—
merely 433,498 shares of common
quoted currently at around 20.

With the $50 billion national
highway program in the back-
ground, and an unremitting cur-
rent demand for cement, it’s not
hard to say a kind word about
Giant Portland Cement Co. This
company can produce 3% million
barrels of cement a year, half of
it in its quite new plant in Har-
leyville, S. C., and the other half
in its older plant at Egypt, Pa.
Sales rose 40% in 1953 (over
1952). Finances have steadily im-
proved by paying off a $4,110,000
RFC loan in 1953 (over $2 million
of it by retained earnings and the
balance by a bank loan). Long
term debt is now about-$1.6 mil-
lion, and there are 1,351,559 com-
mon shares. Current quotation
around 15. A lew priced stock, in
a very sound industry, with no
visible abatement in the sustained
demand - for -its -product, - Giant
Cement presents an interesting
situation.

Bausch &  Lomb Optical Co.
racked up its best year a decade
ago, when war orders carried net
sales up to $60 million with net
profit of $2.03 per share. Postwar
problems carried sales down to
about $35 million for- 1949, but
since then the trend has been
back up; and net sales of $51
million were reported for 1953.
The Bausch and Lomb name is
world famous in spectacles, lenses
and frames, and scientific' and op-
tical instruments,
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Two vehicles are available for
investment here—the $4 preferred
around 74 (redeemable at $104)
and the common around 14 with
an indicated 70 cents dividend.
Shares have ranged between 10
and 1553 in the past four years,
so today’s buyer is not pioneering
the stock into new high ground.
1954 estimated earnings around
$2 a share. Bausch and Lomb is
a durable enterprise with a fine
name,

With all the market enthusiasm
for companies moving into nu-
cleonics, Vitro Corp. might be
worth looking into. This company
conducts its operations through
five separate divisions, the most
romantic of which are Vitro Ura-
nium Co., processor of uranium
bearing ores in Salt Lake City,
Vitro Rare Metals Co., and Vitro
Engineering Co., experienced in
the gaseous diffusion phases of
atomic development.

The prospective investor in
Vitro Corp. finds the attraction
here neither in recent earnings,
nor in dividends (which have
been absent since 1952) but in
the many phases of atomic energy
in which Vitro has gained “know
how,” and is in a position to as-
sert future leadership. If we are
indeed entering .the. atomic age,
then here is a company seemingly
in line to prosper during it.
514,809 shares of common (quoted
at 16) are preceded by $1,343,199
in long-term debt. Management is
well regarded. :

Our fifth entry in our diverse
unlisted card for. today is Public
Service of New Mexico, serving
electricity in a rapidly growing
section of New Mexico, including
Albuquerque and Santa Fe — a
total population of above 150,000.
Ninty-three percent of gross
comes from electricity and it’s
nice to note that over 40% is
from residential sales. The growth
curve has been most satisfactory,
with gross earnings rising from $4
million in 1944 to $8,350,000 for
1953, with net income expanding
140% during this decade.

There are a couple of unusual
features here not found in the
ordinary electric utility. Public
Service of New Mexico owns en-
tirely Pubco Development, an oil
and gas enterprise in the highly
regarded San Juan Basin in New
Mexico. Pubco has over 300 bil-
lion cubic feet of known natural
gas reserves, and about 1% mil-
lion barrels of oil underground,
all of which sweeten the utility
equity."

The second novel feature is
found in the company’s $5 pre-
ferred stock quoted around $115.
Each share of this preferred car-
ries a warrant for the purchase
of five 'shares of common at
$11.375 through April 1, 1955, and
then at $12.375 through April 1,
1957 when the option dies. ‘With
the common now around 14 you
can see the warrant can prove
an interesting gimmick, with two
and one-half years yet to run.
Common should earn around 80
cents this year and pay 68 cents.
Here’s an attractive utility ‘with
somewhat unusual elements for
gain in earnings and dividends.

Elsewhere in this edition are
found listings of dozens and
dozens of companies whose shares
are traded over-the-counter,
boasting long and sustained divi-
dend records. So if you didn’t see
what you were looking for here,
you may well find it in the more
complete list. In any event, there
are some very rewarding securi-
ties just waiting for your ap-
praisal and approval in the vast
unlisted market. Counter attrac-
tions I call them.

With Security Assoc.
(Special to THE FINANCIAL CHRONICLE)
WINTER PARK, Fla—James I.
V. Winland has been added. to the
staff of Security Assoeiates, Inc.,
137-139 East New England Ave.,
members of the Philadelphia-
Baltimore and Midwest Stock Ex-
changes.

\

Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The

‘State of Trade
and Industry

>

The tempo of industrial production for the nation as a whole
the past week continued to show recovery in many lines and
while output held below the level of the similar period in 1954,
the decline was much less pronounced than that in recent months.

Claims for unemployment insurance benefits in the week
ended Oct. 2 were at the lowest level so far this year but con-
tinued to be noticeably above the year-ago level. While 4.2% of
all eligible workers were drawing unemployment insurance bene-
fits, in some States the proportion was considerably higher. West
Virginia, where many coal mines are closed, had the highest
jobless rate of all, 9.2%. Kentucky and New Hampshire followed
with 8.4% and 8.3% respectively.

Industrial output in September, according to. the Federal
Reserve Board, gained about 2% over August. A year ago a
decline had occurred between the two months for the first time
in nearly a‘decade. And a mid-October survey suggests the rising
production pattern will continue in the final quarter. Checks
with a wide range of industries and individual companies con-
firmed the better-business picture.

The Federal Reserve Board industrial production index—
which measures the output of the nation’s mines and factories—
advanced last month to 126% of the 1947-49 average, The August
figure was 124%. The September index, however, was nine points,
or about 6% % below the year-earlier level.

This week the steel market recovery is. gaining momentum.
like a single wing attack to the strong side, according to “The
Iron Age,” national metalworking weekly. It should continue to
carve out gains week by week and it will be awfully hard to. stop.

The psychology is different, too, states this trade paper. Some
of the same steel buyers who were still talking about trimming
inventories a few weeks ago are now concerned about the pros-—
pect of a shortage of cold-rolled sheets. They have reason to be
concerned. While a few weeks ago they could get delivery of
cold-rolled sheets within four weeks or less, it now takes any-
where from six to 12 weeks, depending upon the mill with whick
the order is placed. :

It is obvious that some steel inventories which had been
trimmed to the bones are now inadequate. As deliveries be-
come more extended, it is necessary to place orders farther in
advance of needs. It also becomes necessary to stock more mate-
rial. This means more buying — to raise inventories to.desired
level, as well as to meet fall production schedules. That seems ta
be what is happening now.

Added to this, of course, is a week by week pickup in auta—
motive orders. The auto industry consumes about half of all the
cold-rolled sheets produced. As it starts gearing up production it
puts plenty of pressure on the cold-rolled sheet market, and the
pressure will eventually be felt on other flat-rolled products as
well, this trade authority notes. ¢

Last week’s United States car and truck production slipped
to the lowest point in 26 months as model changeovers held: output
to approximately 64,271 vehicles, or 56% fewer than in same 1953

work period.

“Ward’s Automotive Reports”. said that Oct. 11-16 assembly
of 52,033 cars and 12,688 trucks was about 18% under the previous
week’s volume and would be the smallest since Aug. 16, 1952
when the steel strike limited output to 32,612 completions.

The past week, Ford, Lincoln-Mercury and Buick went down.
for changeover, joining already idled Cadillac, Packard and
Kaiser-Willys. In addition, Chrysler, Dodge, DeSoto and Plymouth
are experiencing 1955 model production problems with Plymouth
also hit by a strike on Thursday. Output was to be resumed on
Friday last.

Chevrolet and Pontiac are approaching volume output, as is
Studebaker—the only producer who has actually introduced its
1955 cars to the public. .

The only passenger car makers near normal production last
week were Nash, Hudson and Oldsmobile and they are all to be
down by the month-end for new model factory alterations.

These factors contributed to the 18% decline in car manu-
facture last week from the 63,925 units hit in the prior week,
while truck construction dropped 16% mostly because of Ford’s
changeover operations. g ’ '

A brigl}t note was added to the week’s otherwise bleak aspect
by completion of the year’s 5,000,000th vehicle. However, to date

Continued on page 52
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Securities Salesman’s Corner
By JOHN DUTTON

Better Customers!

The investing public is still in the dark when it comes to
an appreciation of the excellent investment opportunities that are
available in the Over-the-Counter Market. Last April the “Chron=
icle” published one of the most enlightening articles on the Over-
the-Counter Market that has been written on this subject. Thou-
sands of reprints were mailed by brokers and dealers to their
clients and the story can be retold again and again. -

Another Reprint Available

The article in this week’s issue, “Investment Opportunities in
the World’s Largest Market” will also be available in reprint
form at a cost of 20c each in lots from 1 to 199, and 15¢ each in
greater quantities. The list of over-the-counter dividend payers
from five to 170 years alone makes interesting reading, and the
information pertaining to this market is presented in a manner
that even the most unsophisticated investor can understand.

This excellent sales promotion literature is being made avail-
able by the “Chronicle” in an attractive pamphlet which fits neatly
in a Number 10 envelope. “Compliments of” and the dealer’s name
in the line below is imprinted in the space provided for this pur-
pose when 100 copies or more are ordered.

Advertising the Product .
Using a double return card, or a newspaper advertisement,
copy along this line might be productive of interested inquiries.

Investment Opportunities in the World’s Largest Market
Send for a free list of sound, growing unlisted companies
whose common stocks have paid cash dividends consecu-
tively for 5 to 170 years. A free booklet, “Investment
Opportunities in the World’s Largest Market,” will be sent

- you on request—no obligation, of course.

BLANK & CO.
or mail coupon below
for your free copy

Telephone

Blank & Co,, ;
Main Street, Anytown, U. S.

Without cost or obligation please mail me a copy of
your pamphlet on “Investment Opportunities in the World’s
Largest Market” containing data on unlisted stocks that
have paid consecutive cash dividends from 5 to 170 years.

Address

Why Advertise?

This booklet should be sent to all clients, and it should be
advertised in the newspapers for the simple reason that it will
break down sales resistance against unlisted securities. Every
day that yoilr salesmen are out talking with potential clients and
investors they are faced with the unnecessary burden of explain-
ing and. apologizing for the fact that some security they may be
oifering' is unlisted. If you will only look around and see the
opportunities for capital growth that have gone across your trad-
ing desk during the past 10 to 15 years in the unlisted market,
there will be no doubt in your mind that something positive should
be done to awaken the investors of this country to the fact that
one of the most important areas for capital growth, income, and
for the location of sound conservative investments is in the
unlisted market. d

The “Chronicle” Is Taking the Lead In This
To my knowledge very little has been done-to bring the facts
contained in these two excelleni articles before the public.. The
unlisted security is still on the defensive when it goes out to com-
pete for the investor’s dollar merely because no concerted effort
has been made to educate the public on the attractive investments
available in the Over-the-Counter Market. But this should not be

so because the unlisted market is not just a place where cats and °

dogs are traded—yet the public still seems to think this is so.
The only way to overcome investor apathy toward securities

fraded in the Over-the-Counter market is to mail such literature.-

as this “Chronicle” reprint to your customers—advertise this
article in the papers and send it out to prospective clients—and if.
you want to do something even more constructive along this line
do some affirmative advertising about unlisted securities in your
local papers and make it a cooperative effort backed up by several
of the leading firms in your community. One of the most remark-
able jobs of “hiding light under a bushel” I have ever seen, is the
way that the investment- business-has neglected to. inform the
public that some of the most important firms in America have
their. stocks traded over-the-counter; that some of the best growth
situations in America are traded over-the-counter; and for yield,
comparative security, and breadth of choice it is the Over-the-
Counter Market that offers the investor the largest stock market
jn the world. Yes, larger than the New York Stock Exchange,
the American Exchange and all the regional exchanges.

. . Your customers should know- these interesting facts. Won't
this help your salesmen to do more -business with less resistance?

RIS Tt

Bankers Weigh

Nation’s

Post-Election Prospects

By A. WILFRED MAY - ‘

ATLANTIC CITY, N. J—Surely
the principal sport—outdoor (on
boardwalk) as well as indoor’ (in
session quarters) —for the 7,000
American
bankers: gath-.. ;
ered at their -.
Annual Con-
vention here
has been the
the forecast-
ing of busi-
ness. “How
are things go-
ing to be in
1955?”, and
“what’s the
election going
to do to busi-
ness?” are the
$32 questions
thoroughly
permeating the invigorating ozone.
here.

The specific overhanging query
which generally has been so puz-
zling to the investor as well as
the commercial banker, namely
when the turnabout and long-
postponed upturn from “the slow-
down” will occur, was tackled
here in a press conference with
outgoing President Everett D.
Reese. Fifty thousand mile coast-
tfo-coast travels have left this
grass-root banking leader from
Newark, Ohio, with definite op-
timism. “Good business under
highly competitive conditions,” is
his prediction—a keynote em-
braced by the majority of his fel-
lows gathered here. Mr. Reese
finds himself seemingly also par-
ticularly gratified over the farm
situation, with the farmers under-
standing the need for the con-
structive turnabout entailed in the
Administration’s normalizing ag-
ricultural program, and under-
standing the need for at least
some de-subsidization.

Impetus to the economy’s for-
ward movement stemming from
Cold War challenge was typically
set forth by Chase Bank Chair-

man John J. McCloy. He is among
those stressing the generating
force of the high rate of popula-
tion growth—currently at 3,000,000
a year, .=

A. Wilfred May

{ control to be effected

y term.
{ possible retracing of such Eisen-

But the greatest source of en-
couragement to the ranking bank-
ers here, is the continuing in-
crease in capital expenditures re-
flecting business mangers’ confi-
dence in further rises -in- produc-
tivity. ’ i

Election Impact?

Asked about the impact of a
possible change of Congressional
in the
forthcoming elections, most of

y those gathering here express the

firm conviction that this would
cause no reversal over the long-
In view, however, of the

howeér benefits as tax - relief, to
follow from a re-intensification
of Fair-Dealism, there is some
skepticism existing in other quar-
ters here.

On the other hand, it may be
reported that the inflationary im-
plications of Democratic victory
are glossed over in the estimates
generally voiced here.

What’s Ahead for Consumer
Credit?

On the important question of
the status of consumer credit, Mr.
Reese concluded that it is now
levelling off with the satisfaction
of the former pent-up demand.

Such “levelling-off” process
was amended in detail in an in-
terview afforded to this writer by
Mr. A. O. Dietz, the chief execu-
tive of the giant finance company,
C. I. T. Financial Corporation.
“There will be a further level-
ling-off during the balance of this
year,” said Mr. Dietz, “but 1955
will see a definite resumption of
the recent year’s growth in our
outstanding receivables, due to
the upturn in the motor industry’s
increase in sales and production
which is just around-the-corner.
I am talking about a healthy
pick-up, not a run-away situation,
for us as well as for the motor
industry.” .

Corresponding benefit to fi-
nance company earnings are like-
wise anticipated by this industry
leader.

The status of individual in-
debtedness was given the green

light here by Under-Secretary of
Commerce, W. Walter Williams,
in discussing the spurring of pri-
vate residential building by eas-
ing ‘credit terms. As comiorting
offsets to the postwar rise in
mortgage debt, in dollar amount
as well as related to disposable
personal income, this business-
man Administration official cites
the accompanying rise in home
ownership as opposed to renting;
more available mortgage money;
satisfactory equity value in rela-
tion to market value; and reform
in mortgage lending practice.

Growing Respectability of the
Common Stock

To the investment-minded down
here, kudos extended to the com-
mon stock and recognition of its
growing respectability are inter-
esting. “The fact is that common
stocks are now a necessary.part
of our conservative investment
fabric; and they will stay so in
good times and in bad, in war and
peace, inflation and deflation,”
was the definite pronouncement
of Benjamin Strong, President of
the United States Trust Company
of New York.

The following observations by
Mr. Strong on the broad opportu-~
nities and area available forinvest-
ing highlights a basic question in
view of the actual operating poli-
cies of his fellow-trustees and
fiduciaries:

“What does our tremendous na-
tionwide growth mean fo trust
investment and to trust officers?
To me it means that the reser-
voir for equity investment is. na-
tionwide, and that opportunities
for investment are to be found
throughout the length and breadth
of the U, S. A. It also means
that [Sic] we must broaden our
horizons and stretch our imagina-
tions beyond the situations we
find on our doorsteps.”

But—in the face of this attrac-
tive picture of far-flung invest-
ing opportunities is the persistent
confinement of trustees, along
with so much of the balance of
the investing community, to Blue
Chip-ism. Apparently the con-
trolling appeal of window-dress-

7

Bakersfield
Beverly Hills
Brooklyn
East Orange
Erie

Eureka
Fresno
Harrisburg
Hartford

Long Beach

Los Angeles

Lugano (Switzerland)
Modesto

New York

Oakland

We are pleased to announce the

association with our firm of
MR. DoNALD CALDWELL

as Manager of our Underwriting Department

Walston & Co.

Members Nevaork Stock Exchange and other leading Stock ana Commodity Exchanges
120 BROADWAY, NEW YORK 5, N. Y.

Pasadena

Pittsburgh
Pomona
Portland
Pottsville
Riverside _
Sacramento

120 Broadway
Waldorf-Astoria Hotel
1370 Broadway

Phoenixville '
Philadelphia .

ing is insuperable!

Salinas

San Diego
San Francisco
San Jose
Santa Ana
Seattle
Stockton
Vallejo

- Yakima

L itized for"FT—'\’:AS;Iﬁ?; o
ip://fraser.stlouisfed.org/

o [0 0 o o [2 g
TPt ot S




6 (1594)

‘The Long View
Insurance Investmenis

of Life

By W. M. ANDERSON, CB.E.,, F.S.A.*

Vice-President and
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Managing Director,

North American Life Assurance Co., Torente, Ontario

Canadian insurance executive, after pointing out the major
financial force on the flow of funds created by life insurance,
discusses ‘problems in the investment of life insurance funds,
Stresses insurance investments, due to the implicit assumption
of interest earnings in the insurance contract, take on a differ-
ent aspect from those of other financial institutions. Holds no
insurance company can invest its funds so as to balance future
flow of interest and principal and cash requirements, and thus
they cannot insulate themselves, completely against changes
in interest rates. Lists four principles on which investment of

life insurance funds should be based.

- It is indeed a privilege to par-
ticipate in the program of the Fi-
nancial Section of American Life
Convention, particularly - since -I
have main-
tained for
many years a
continuing in-
terest in the
programs and
have formed:
a high opinion’
of the abilities
of the succes-
sive Chairmen’
to secure -in-
teresting and’
instructive
speakers.

Y ‘aFroim long
W. M. Anderson :bp ast experi-'

. ence asa mem-=
ber of the audience I realize that
as executive and investment offi-
cers of your companies you have
a continuing concern about the

© fundamer:tal policies which should
be followed in the investment of
life insurance funds. I also real-
ize how the normal rhythm of in-
vestment operations—from day to
day — week to week — month to
month and year to year—can have
a mesmerizing effect upon invest-
ment .outlook and can create a
state of unawareness of the pecu-
liar attributes of the life insurance
business in its investment aspects.
My own attention to certain
special aspects of life insurance
investment has been stimulated
by some of the recent’ reading
which I have done and'because of
the direction of my remarks today
I should like to make particular
reference to two papers which I
commend to your attention. One
of these is entitled “The Financial
Structure of a Life Office” by A.
T. Haynes and R. J. Kirton, pre-~
sented before a meeting of the
Faculty of Actuaries in Scotland
in March, 1952. The other is an
occasional paper by Raymond W,
Goldsmith prepared for the Na-
tional Bureau of Economic Re-
search as part of the broad studies
sponsored by the Investment Re-
search Committee of the Life In-
surance Association of America
on Savings and Capital require-
mepts of the American economy,
This paper is entitled “The Share
of Financial Intermediaries in Na-
tional Wealth and National
Asseéts.”

. From my reading and observa-
tion I am persuaded that many
of us are rather prone to take too
much for granted' in'regard to the
nature of life insurance, its mag-
nitude and growth and the posi-
tion which it occupies in our so-
cial, economic and political af-
Fairs.! Therefore, it seems to me
o be desirable to review our fun-
damental purposes and objectives
and to determire their implica-
vions in the field of life insurance
investment.

Essentials of Life Insurance

Essentially life insurance is a
visk bearing mechanism designed
10 protect the family against mor-
tality hazards of uncertain inci-
dence. In its simplest form—term

'An‘ address by Mr. Anderson before
ke Financial Section of the American
iaife Cenvention, Chicago, Ill., Oct. 8, 1954,

insurance—premiums are collect-
ed fromm many families which,
after provision for operating ex-
penses, -ar e assembied as death
benefits for those few families
where death has occurred. Even

in this simple form life insurance-
is part of the saving and dissav-
The term insurance

ing process.
premium (less the operating ex-
penses which are the price of the
insurance service) is  essentially
an item of saving on the part of
the policyholder, but one where

he has fcregone his entitlement to.

the saving in exchange for the

much larger death benefit if he-

dies and which, in that event, will

finance the consequent dissaving-

of his family. Thus, even in the
simple case of term insurance, the
economic process of savings and
dissavings is at work -— savings
through premium payments and
dissavings through death claims.
But since the self-cancelling pro-
duces no investment, the process
may be termed “lateral” .savings
in contrast to the normal concept
of “temporal” savings which em-
braces a separation in time be-
tween savings and dissavings and
consequent investment during the
time interval.

While one can visualize a life
insurance business consisting en-
tirely of term insurance, the real-
ity of our business is very much
different indeed. Many genera-
tions ago the increasing progres-
sion of mortality rates with age,
logether “with the power of com-
pound interest and the convenient
simplicity of the level premium,
led to the development of the
modernn life insurance contract
which, while retaining in large
measure the risk bearing mechan-
ism of life insurance, affords a
channel for temporal savings of a
unique character. As an adjunct
to risk bearing the life insurance
contract also offers a savings
process with the combined attri-
butes of automatic and guaranteed
accumulstion,: forward commit-
ment as to future savings and
controlled dissavings through the
use of settlement options. In ‘an
era marked by increasing special-
ization of labor and dependence
on money income with the conse-
quent increased institutionaliza-
tion of savings, it is really not
surprising that lifeinsurance in’
both its “lateral” and “temporal”

‘or protective and savings aspects

shou}d have grown so much in
public - favor. However, certain

1 Unfortunately the scope and signifi.
cance of life insurance in the context
of the econcmy at large is not too well
understood. In part, this lack of un-
derstanding is traceable to the treatment
of life insurance in the National Ac-
counts which ignore all premiums and
poh:y benefits and regard the interest
income of the companies as investment
inccme of the personal sector of the
cconomy. The operatinz exvenses of the
companies, together with the sharehold-
ers’ dividends in stock companies, be-
¢ome a consumer expenditure as a charge
fer life insurance service rendered while
the growth of life insurance funds forms
a component of personal saving., It
seems to me that this whole conceptual
process has the effect of obscuring the
position of life insurance and I should
very much like to sce the life insurance
business construct each year an amended
set of National Accounts ‘which treat
life insurance as a separate sector of the
economy designed to portray the posi-
tion which it in fact occupies.

The Com

other prerequisities were also
necessary and fortunately were
present. These were the unques-
tioned, security of life insurance
companies, an aggressive mer-
chandising system and a climate
of free and competitive enterprise.

In the result, life insurance for
many years has been a major fi-
nancial force on this continent.
The current flow of funds back
and forth between life insurance

companies and their policyholders .

is of substantial moment in the
economy while the accumulated
net savings entrusted to the com-
panies for investmenti. are vast
and impressive. However, the
circumstances of life insurance
obligations tend to create prob-
lems in the investment of life in-
surance funds which are different
from those of other financial in-
stitutions. The first of these cir=
cumstances is the implicit as-
sumption of interest earnings in
the life insurance contract and

the resultant necessity of employ-
ing life insurance funds in pro-_

ductive investment.  The second
circumstance Is the undertaking
to receive life insurance premiums
{far into the future under .guaran-
tees made in advance as to the
benefits to be provided.

" This system of forward interest

earning cormmitments under life

insurance contracts has led to se-

curity of performance as a prime
principle in life insurance, opera-
tion -and in turn has necessitated

security of yield as a prerequisite

in life insurance investment. In
this connection it is interesfing to
observe that no distinction is
needed belween interest and prin-
cipal in the investment of life
insurance funds. What is required
is a safe and satisfactory com-
bined return in relation to the
monies invested. It is equally im-
portant to realize that security of

return relates also to the time at
-which interest and principal pay-

ments will be made as well as to
the amounts involved. In fact the
form of the future obligations un-
der life insurance contracts is such
that both the yield and point of
payment of life insurance invest-
ments are-of significant impor-
tance. -

In the case of an individual life
insurance contract the course of
the reserves implies a growing in-
vestment fund under which regu-
lar additions, subject to an .inter-
est earning assumption, are made
with interest being accumulated
through reinvestment during the
contract’s currency. While the du-
ration of any particular contract
cannot be foretold in advance, the
aggregate behavior of a multi-
plicity of contracts—a year’s issue
for example—is predictable with-
it narrow limits. The fund for
such a group of policies com-
mences at zero (or actually in a
slight negative position because of
acquisition . expenses) and in-
creases regularly to a peak some
15 years after issue, beyond which
it declines at a rate which is af-
fected in considerable measure by
the extent to which policy pro-
ceeds are applied under settle-
ment options.

Even & casual study of the
course of the fund related to a
single year’s - business leads 'to
some startling conclusions. For a
considerable initial period premi-
‘ums ‘will exceed' expenses and
policy benefits and therefore new
investment “together. with rein-
vestment of interest must occur.
For a further period policy bene-
fits and-expenses will still be less
than premiums plus interest earn-
ings so that partial reinvestment
of interest earnings is still neces-
sary. It is only at a point some
15 or more years hence that the
fund begins to decline and there-
fore that liquidation of investment
through maturity or sale must
occur. When one considers that
the assumptions as to interest
earning ability have been made in
the light of conditions at the peint
of issue but that actual invest-
ment will occur at successive later

Continued on page 25
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Short Sightedness
By DAVID UNTERBERG

Unterberg and Unterberg
Counsellors at Law, New York City

Mr. Unterberg takes issue with statement made in article in
* October icsue of the “Exchange,” organ of the New York
Stock Exchange, which states that only by using the facilities
of an Exchange member, can the investor eliminate risk of
doing business with a swindler. . Says this amounts to a vicious
and unwarranted attack on the over-the-counter broker. Calls
- over-the-counter broker a “half-brother to the Exchange mem-:
ber, who serves a useful purpese, and who may be the differ-
ence between life'and death of member houses.”

It was with a great deal of interést and incredulity
that I read an article appearing in the October 1954
edition of the “Exchange,” the official magazine published
by the New York Stock Exchange.

Writing as one engaged in active
law practicz for over 20 years, eight of
which were spent as an :enforcement
attorney with the U. S. Securities and.
Exchange Commission, and more re-
cently and for the past five years as
counsel -for brokers, underwriters, and
corporations, I -was amazed to ‘see this
articie published in -the staid and rea-
soning “Exchange,” ostensibly with the
full approval of the editors and the
tacit’approval, at least, of the governors
of the New York Stock Exchange, bla-  *
tantly inferring that it would be mis-
placing trust if a purchaser of securities
used the facilities of brokers who were not members of
the New York-Stock Exchange, and that only by using -
such facilities could the investor eliminate the risk of
doing business with a swindler. Selected examples of the
conséquences of this' misplaced trust were conspicuously
interspersed in the article. The reader of the article is
advised that all members of the New York Stock Ex-
change are trustworthy, conduct an honorable business
with integrity and responsibility, and it is suggested that
dire consequences may follow if other than such facilities
are used. -

After reflection, I am indeed saddened to find that
the usual‘$table and serious minded officials of the New
York Stock Exchange permitted its magazine to publish -
what could be characterized as a vicious attack on the
integrity of its half-brothers, the over-the-counter broker. -
Has fratricide found its way into the market place?

Certainly, the rank and file of the members of the
New York Stock Exchange must realize that the entire
securities business is based upon public confidence. Sully-
ing an integral part of the mechanics of the securities
market can result in no-benefit to its component parts. .
Can public confidence be maintained if members of a
family shout to the heavens “Trust Me but Don’t Trust
My Brother; He Is a Thief”?

The New York Stock Exchange must appreciate that
in a societv as vast as ours, in each group or industry
there are individuals or factions not content with orderly
and lawful procedures who will stoop to unscrupulous
means to further their ends, and who are not averse to
breaking the law, if they might benefit thereby. Is the
government, Federal or state, to be scuttled because a ,

few of its attorneys or officials are proved dishonest?
Must the medical profession be written off because a few .
doctors are unmasked as- quacks? Must we eliminate the
legal profession because some of its members have for-
gotten the canons of ethics? Must we do away with the
New York Stock Exchange because some of its members
may have treated their customers’ securities as their very -
own? And, on this score may I add that the harm occa-
sioned by unethical conduct on the part of a member
Exchange house invariably surpasses in effect and con-
sequences that occasioned by a misstep of an over-the-
counter house, the reason being the greater scope and

David Unterberg

number of individuals involved.

Sober reflection, I am sure, will call to mind the fact .
that the over-the-counter broker serves a useful purpose,
and indeed may be the difference between the life and
death -of: member houses. The over-the-counter broker
finances new ventures which are meritorious, but which

Continued on page 22
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.power from -atomic fuels.-
.. ever, I think it is fair to say that

Volume 180 Number 5370..

Probable Impact of Atomic Energy

On the Petroleum Industry

By ROBERT E. WILSON*
Chairman of the Board, Standard Oil Company (Indiana)

Predicting no important phase of the petroleum industry will
be adversely affectzd in the foreseeable future by atomic
energy, prominent cil company executive holds few, if any,
atomic power plants will be built for purely commezrcial pur-
poses in the next decade. Points out cnly 109 to 15% of
heavy fuel il is row used by electric power plants, and even
if atomic energy dispenses with this, the reduced market could
be offset by fuel cil uses by ships and other equipment. Con-
cludes, however, rising costs of petrolenm and falling- costs .
of atomic:power, after 25 years, may eventually make the
two competitive.

"In the past = half-century of

amazing development and change
in this country, one of the most

- dramatic shifts has been in the

sources that
supply our

“expénding

need for en-
ergy. At the

~turn of the:
- century the-

statistical in-
formation was °

. hone. too .ac-

curate, but
best estimates — g

. are that the

burnlng of .
coal provided
about 70% of
the energy .
supply of the
nation. ' The burning "of wood
provided about 26%. ‘The remain-
ing 10% of the energy market
was divided between oil, gas and
water power.

By the end of World War I, oil
and gas had grown to about 15%
of the total. .Today they supply
close to 60% of the country’s en-
ergy. Coal has faded and wood
has been almost eliminated. - Al-

]
Robert E. Wilson

. though we have a larger popula-

tion than in 1918 and use much
more energy per capita, the coun-
try’s coal tonnage has actually
decreased.

" Now, we are enterlng what is -
wxdely heralded as the Atomic

Age. People are asking whether
atomic energy will in the next

- few. decades do to oil what oil

and natural gas have done to ‘coal
and wood. What, if any, threat
does the new challenger pose ta

the reigning champion?

In trying to appraise the prob-
able impact on ‘our industryv, I
shall disregard the views of a
few incurable oplimists, who were
sure way back in 1945 that atomic
energy would scon be producing
large quantities of power. I shall
also disregard the views of tae

- pessimists, who feel we may never

solve the serious problems -that
still prevent the economical pro-
duction of atomic power for com-
mercial purposes. Fortunately,
there is today a great body of
fact and informed opinion which
gives one a well-established base
between these two exiremes.

I yield to no one in my admira-
tion for the research done in gov-
ernment, university, ani indus-
trial laboratories on the many
problems involved in producing
How-

this research has urcovered al-
most as many new problems, un-
suspected in the early days of
rosy optimism, as it has fully
solved ocut of the problems then
recognized. That is not surprising
because the military aspects of
atomic energy have necessarily

had priority over the hectic years

since the war, and the research
achievements ‘there have been
truly amazing, Power generation
has been largely an incidental
by-product of this great program.

*An address by Mr. Wilson given at
the National Industrial Conference Board
Atomic Energy Conference, New York,
N. Y., Oct. 14, 1954,
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If anyone claims- that the new
Atomic Energy Act turns over to
private industry a bonanza in the
form- of already -solved technical
and economic. problems and an

assured profit, either he does not
-Xnow the facts or he is'an arrant.
¢ demagogue. Any private invest-

ment in commercial atomic power
generation in the near future will
have to be inspired . more by pub-

" lic service motives than by any
" reasonable expectation of. profit.

In discussing the probable rate
of development of the commercial
use of atomic- energy, I should
define wkat I mean by ¢ommer-
cial” use. Basically, I mean ‘pro-
duction- of vower at costs
competitive with - power from con-

ventional fuels, and without direct:

or- indirect subsidy from the gov-
ernment. I use this criterion be-
cause it is hard enough to ap-=
praise the complicated economic
{actors that will affect the
outcome, without trying to take
into  account . the unpredictable
political and other factors that
might lead to all sorts "of open

. The Commer\cial and Financial Chronicle

or concealed subsidies. Most of
those, bath in government and
industry, who predict early com-
mercial developments by private
enterprise are assuming such sub-
sidies. In some cases, especially
in some of the underdeveloped,
power-hungry countries, subsidies
may ‘well be justified, but . they
nevertheless are subsidies,

Unsubsidized Commercial Power
Development

- Specifically, .I consider that

commercial power development is

unsubsidized only:

(1) If it-pays for its uranium
(or other fissionable materials)
either by outrights purchase or on
a rental basis -that fully covers

-at least the average going cost to

the government. (The government
now pays widely different prices
to different producers, depending
largely on their costs.)

(2) If it gets no government-
guaranteed price for by-product

-plutonium. Although the govern-

ment i§ now producing plutonium
at high cost. for weapons, the time
is likely to come before long when

‘the armed forces will have no real
‘need for additional plutonium, at

least beyond their own  produc:
tion. The plutonium ' would, of
course, have value for generating
power, but in that event the plant
should pay the cost of separating
and recovering its own by-prod-
uct. plutonium; and use it' up in
its own power-generating opera-
tions.

(3) If it is set up on the basis
of financing at commercial rates,
paying the usual taxes and mak-
ing  a reasonable profit. Since
capital costs will probably be two
or three times as high as for con-
ventional power plants, these.fac-
tors are highly important in' de-
termining whether or not a
nuclear plant is competitive. -

(4) If it provides a plant loca-

tion, safety devices, shielding
equipment, - and provisions for
waste disposal substantially as
'safe as those of the existing
atomic piles. While that factor of
safety is quite high and is costly,
it will be many years before any
political: subdivision ‘would feel
that it would dare to substantially
relax present precautions.

: A Conclusion
Defining commercial power

production in this way, I believe

most experts will agree that:

(1) There will be few, if any
atomic power plants built for
purely commercial purposes in
this country within 10 years.
These would be .only at points
remote from conventional fuel
supplies. The- Shippingport plant,
near Pittsburgh, does not qualify
under my definition of an un-
subsidized plant,. since the gov-
ernment is justifiably paying well
over half of the total cost.

(2) Between 10 ‘and 25 years
from now (depending partly on
technological developments and
partly on the trend of prices of
competitive fuels), a moderate
proportion of the larger new
power plants built might be built
to ‘utilize atomic fuel. No exist-
ing plant of reasonable efficiency
would be shut down or converted
to _atomic-fuel. As was pointed
out by Mr. Whelchel, of Pacific
Gas and Electric, durmg last
year’s conference, “. . . looking to
the future, we do not expect nu-
clear power to supplant. power
generated by hydro’ and conven-
tional steam stations. On the con~
trary, when and as nuclear power
becomes economical, we believe it
will fit into the nation’s ever-
growing integrated power systems

without displacing . then-existing’

generating facilities or preventing
the ‘construction in the future of
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hydro and conventional .steam
power plants.”

As to the above-mentioned fac-
tor of the price of competitive
fuels, while I ‘both expect and
hope the price of oil and natural
gas will increase enough in the
next 25 years to make atomic en-
ergy more competitive, I believe
the price of coal will be the prin-
cipal determinant. If oil and gas
do go up, I am confident that .
John L. Lewis and his successors
will help make sure that coal does
not lag far behind!

If the foregoing is even close
to a fair appraisal of the outlook
for commercial atomic: power,
what impact would it have on our
industry? At the risk of seeming
facetious, I will say that at- the
end of 20 or 25.years we might
turn around long enough to say,
“Was that a mosquito that bit us?”
and then continue trying to handle
our growing business..

An Analysis

To understand the reasons for
this . opinion, let’s analyze more
in detail how such power develop-~
ments might affect our industry.
In the first place, heavy residual
fuel o0il would be almost the only
oil product affected. Figure 1 .
shows United States production
and consumption of this product -
in-the years: since World War IL
The difference, of course, repre~
sents imports.

As you can see, residual fuel
is' a relatively small part of our |
business, and the percentage. is
becoming smaller and smaller.
Over the past eight postwar:years,
our over-all consumption of heavy, -
fuel has gone down from 28% to "’
22%, calculated on the volume of
domestic refinery runs. Our pro-~
duction . from domestic refinery
runs has gone down from 25% to
18%. If the figures were in dol-

Continued on page 48
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BLYTH & CO., INC.
GLORE, FORGAN & CO.
KIDDER, PEABODY & CO.
MERRILL -LYNCH, PIERCE, FENNER & BEANE
STONE & WEBSTER SECURITIES CORPORATION

This announcement is neither an offer to sell nor a solicitation of an offer to buy

The offer is made only by the Prospectus,

$75,000,000

" New York Telephone Company

Refundmg Mortgage 3% Bonds, Series H

Dated October 15, 195}

Interest payable April 15 and October 15 in New York City.

Price 101.086% and Accrued Interest

Copies of lhe Prospectus mcn/ be obtained [rom onh/ such of the undersigned as may ledally offer
these Bonds in compliance with the securities laws.of the respective States.

MORGAN STANLEY & CO.

DREXEL & CO.

GOLDMAN, SACHS & CO.
LAZARD FRERES & CO.

THE FIRST BOSTON CORPORATION
HARRIMAN RIPLEY & CO.

Due October 15, 1989

LEHMAN BROTHERS
SMITH, BARNEY & CO.
WHITE, WELD & CO.

any of these Bonds.

Incorporated
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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:

Analytical Reports—Special service for-non-member firms in
cities where there is no Walston office—consists of weekly
letters, special reports and bi<monthly analysis of price ac-
tion of 500 common stocks—for information, write Edmund
W. Tabell, Walston & Co., 120- Broadway, New York 5, N. Y.

Area Resources — Booklet on natural resources of the area
served by Utah Power & Light Co.—Dept. M, Utah Power
& Light Co., P. O. Box 899, Salt Lake City 10, Utah,

California—Memorandum—Bank of America, N. T. & S. A,
300 Montgomery Street, San Francisco 20, Calif.

Cement Industry—Analysis of Japanese Cement Industry—
in eurrent issue of “Investors Beacon”—Nomura Securities
Co., Ltd., 1-1 Chome, Tori, Nihonbashi, Chuo-ku, Tokyo,
Japan and 61 Broadway, New York 6, N. Y. In the same
issue are analyses of Japanese Chemical Fiber Industry,
Vegetable Oil Industry and a study of economic policy in
Japan.

Favorably Situated Stocks—List of common shares with po-
tentialities—in current issue of “Gleanings”—Francis I. du
Pont & Co., 1 Wall Street, New York 5, N. Y. Also in the
same issue is a list of “Special Situations.”

Government of Canada and the Provinces—Comparative con-
densed statements for fiscal year 1952-1953—A. E. Ames &
Co., Incorporated, 2 Wall Street, New York 5, N. Y.

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

Manual of Sugar Companies 1953-1954—31st edition—Farr &
Co., 120 Wall Street, New York 5, N. Y.—$2.00 per copy.

New York City Bank Stocks — Comparison and analysis for
third quarter of 17 New York City Bank Stocks—Laird,
Bissell & Meeds, 120 Broadway, New York 55 N. Y, Also
available is an analysis of Sylvania Electric.

Newling Canadian Letter—Fortnightly review of the Canadian
Securities Markets—Newling & Co., 21 West 44th Street,
New York 36, N. Y.

0il Companies in the Miﬂdle East — Memorandum — R. W,
Pressprich & Co., 48 Wall Street, New York 5, N. Y.

Over-the-Counter Index—Folder showing an up-to-date com=
parison between the listed industrial stocks used in the Dow-
Jones Averages and the 35 over-the-counter industrial stocks
used in the National Quotation Bureau Averages, both as to
yield and market performance over a 13-year period —
National Quotation Bureau, Inc.,, 46 Front Street, New
York 4, N, Y.

Securities Outlook—Analytical booklet—with special report on
Construction Industry—G. H. Walker & Co., 1 Wall Street,
i\lew York 5, N. Y. Also available is an analysis of Rayonier,

ne,

Situations for Capital Gain — Service selecting and recom-
mending unusual over-the-counter stocks which are candi-
dates for capital gain—3 month introductory subscription
$25 including 86 recommendations, supervisory reviews and
6 new recommendations plus complete binder containing
analyses of 36 selected specials (7 recommended for purchase
now); or short-term trial of one month with two previous
recommendations, two new recommendations and all new
supervisory reviews in the 4 weeks period, $5—Dept. C-10,
Over-the-Counter Special Situations Service, 5 East 44th

. Street, New York 17, N, Y.

Selected Securities—List of issues which appear attractive—
E. F. Hutton & Company, 61 Broadway, New York 6, N. Y.

Uranium Penny Stocks—Bulletin—Thomson & McKinnon, 11
Wall Street, New York 5, N. Y,

World T_ime Chart — Showing time differences in over 100
cpuntgestmﬁpared with E. S. T. in New York City—For-
eign Dept., Manufacturers Trust Company, 55 Broad Street
New York 15, N. Y. il ¢ ’

L *® »

Air Express International—Analysis—Standard Investing Cor-
poration, 40 Exchange Place, New York 5, N. Y.

Automatic Firing Corporation—Analysis—White & Company,
Mississippi Valley Building, St. Louis 1, Mo.

Bowater Paper Corporation, Ltd.—Analysis—Arnhold and .S.
B'lexch_roede'r, Inc., 30 Broad Street, New York 4, N. Y.

California Quicksilver—Bulletin—Leason & Co., Inc., 39 South
La Salle Street, Chicago 3, Il

Carlisle Corporation—Analysis—Cohu & Co.
N T e Yy u 0., 1 Wall Street,
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Kansas Turnpike Financing Compleled

33%% Revenue bonds due 1994
offered to the public on Sept. 22
at 97.30%, was presented by C.
Cheever Hardwick, seated, second

- from - right, ‘of “the investment -
* panking firm of Smith, Barney &

.SEATED (left to right): Walter H. Potter; Dale Moss; J. Cheever Hardwick;
and Byron Gourley. STANDING (left to right): Josef Sorkin; Robert L. Mitchell;
John E. Blake; William-P. Timmerman and W. M. Merritt.

_Formal completion of one of the
major toll road financing pro-
grams of the year occurred Oct.
14 when officials of the Kansas
Turnpike Authority-accepted from
a group of leading investment

bankers a check for $155,875,000
representing proceeds from the
recent sale of the Turnpike
Authority’s bonds. The check,
comprising payment for $160,000,-
000 Kansas Turnpike Authority

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

Commonwealth Life Insurance Co. of Kentucky — Survey —
R. S. Dickson & Co., Incorporated, 30 Broad Street, New
York 4, N. Y. Also available are surveys on Jefferson
Standard Life Insurance Co., Life & Casualty Insuranceé Co.
of Tennessee, National Life & Accident Insurance Co., Life
Insurance Co. of Virginia, Gulf Life Insurance Company.

For{ Worth Steel & Machinery Co.—Memorandum—Moroney,
Beissner & Co., Bank of Commerce Building, Houston 2, Tex.

Imperial Oil Co., Ltd.—Analysis—H. Hentz & Co., 60 Beaver
Street, New York 4, N. Y,

Indiana Gas & Water Company—Annual report—Indiana Gas
& Water Company, 1630 North Meridian Street, Indianapolis
2, Ind.

International Textbook Company — Analysis — Amott, Baker
& Co., Incorporated, 150 Broadway, New York 38, N. Y.

Kaiser Steel Corp.—Memorandum—A. C. Allyn & Co., 122
South La Salle Street, Chicago 3, Ill.

Lehman Corporation—Bulletin—Ira Haupt & Co., 111 Broad-

way, New York 6, N. Y. Also available is a bulletin of candi- -

dates for dividend increases.

MacGregor Sports Products, Inc.—Analysis—Strauss, Ginberg
& Co., Inc,, 115 Broadway, New York 5, N. Y. Also avail-
able is an analysis of National Food Products Corp.

National Homes Corporation—Analysis—Kiser, Cohn & Shu-~
maker, Inc., Circle Tower, Indianapolis 4, Ind.

N. V. Philips Gloeilampen-Fabrieken—Data—Joseph Faroll &
Co., 29 Broadway, New York 6, N. Y.

Reeves Soundcraft Corp.—Analysis—G. A. Saxton & Co., Inc.,
70 Pine Street, New York 5, N.'Y, ‘
Riverside Cement — Analysis — Lerner & Co., 10 Post Office

Square, Boston 9, Mass.

F. C. Russell Company — Comprehensive Analysis — B. W.
Pizzini & Co., Incorporated, 25 Broad Street, New York 4,
New York.

Scranton Spring Brook Water Co.—Analysis—Ira Haupt & Co.,
111 Broadway, New York 6, N. Y.

Southeastern Public Service—Progress report—Troster, Singer
& Co., 74 Trinity Place, New York 6, N. Y,

Techbuilt Homes, Inc.—Analysis—Aetna Securities 'Corpora-
tion, 111 Broadway, New York 6, N. Y.

Tennessee Gas Transmission — Analysis — Walston & Co., 120
Broadway, New York 5, N. Y. Also available are bulletins
on Johnston Testers, Inc. and Northwestern Public Service.

United Air Lines—Memorandum—Kaufmann, Alsberg & Co.,
61 Broadway, New York 6, N. Y,

Warren Petroleum — Memorandum — Auchincloss, Parker &
Redpath, 52 Wall Street, New York 5, N. Y.

H. Willett, Inc.—Analysis—The Bankers Bond Co., Inc., Ken-
tucky Home Life Building, Louisville 2, Ky.

York Corp.—Analysis—Peter P. McDermott & Co., 44 Wall
Street, New York 5, N. Y. Also available is a bulletin on
Atlas Corporation.

On the Press—Progress Report

Southeastern Public Service
Important developments since our report #3, Dated 3/15/54
Approximate yield—6.79,

Your copy available on request

. TROSTER, SINGER & Co.

HA 2- Members: N. Y. Secyrltv Dealers Association NY 1-
2400 74 Trinity Place, New York 6, N. Y. | 376

AWomara Secnrities

@o., Tid.

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

\ 4

Material and Consultation
on
Japanese Stocks and Bonds'
without obligation

61 Broadway, New York 6, N. Y.
Tel.:: BOwling Green 9-0187

Head Office Tokye . ;.

DEMPSEY-TEGELER & CO.

Co., to Dale Moss, chairman of
the Kansas Turnpike Authority.

Observing the transfer of the
check are, seated, left, Walter H.
Potter, Vice-President, Guaranty
Trust Company of New York, on
which the check was drawn, and

‘Byron Gourley, Secretary-Trea-

surer, Kansas  Turnpike Author-
ity. Standing are, left to:right,-
Josef Sorkin, of the consulting
engineering firm of Howard,
Needles, Tammen & Bergendoff;
Robert L. Mitchell, of the law firm
of Mitchell & Pershing, bond
counsel to the Authority; John E.
Blake, member of the Authority;
William P. Timmerman, General
Counsel of the Authority; and W.
M. Merritt, Vice-President, The
First Boston Corporation. ;
Smith, Barney & Co., The Fir:
Boston Corporation and Beecroft,
Cole & Co. were co-managers of
an underwriting group of approx-
imately 375 members which mar-
keted the issue. Proceeds from
the offering will be applied to
construction of the Kansas Turn-
pike. The turnpike will be 236
miles in length and extend from
Kansas City, Kans., to the Okla-
home border via Topeka, El1 Dor
ado and Wichita. ‘

Business
Man’s

Bookshelf.

Centralization and Decentraliza-
tion in Industrial Relations —
Helen Baker and Robert R.
France — Industrial Relations
Section, Princeton. University,
P. O. Box 248, Princeton, N. dJ.
(cloth) $4.

Dollar, Dilemma, The—Perpetual
Aid to Europe?—Melchior Palyi
—Henry Regnery Company, 20
West Jackson Boulevard, Chi-
cago 4, Ill. (cloth) $2.75.

Fabulous Florida: Facts and Fig-
ures—Allen Morris—Allen Maor-
ris, The Capitol, Tallahassee,
Fla, (paper) $4.50.

Instalment Purchases of the
American Family, The—Clyde
William Phelps — Commerciak
Credit Company, Baltimore, Md.
(paper). :

Life and Times of a Happy Lib-
eral: A Biograph of Morris
Llewelly Cooke — Kenneth E.
Trombley—Harper & Brothers,
49 East 33rd Street, New Yor
16, N. Y. (cloth) $4. 4

Manual of Sugar Companies
1953/1954—31st edition—Farr &
Co., 120 Wall Street, New Yor
5, N. Y, $2. :

COMING
EVENTS

In Investment Field

DEPENDABLE MARKETS oct 26-27, 1954 (Pinenurst, N. )

Securities Dealers of the Caro-
linas, South Carolina Municipal
Council, and North Carolina
Municipal Council annual joint
meeting at Mid Pines Club.

Nov. 4-6, 1954 (Florida)

Florida Security Dealers Asso~—
ciation Annual Convention a
Election of Officers. :

Nov. 17, 1954 (New York City)

Purchases & Sales - Tabulating
Division of Wall Street annual
dinner at the Hotel Statler.

gitized for FRASER
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Forces At Work

Our Present Economy

By LEO BARNES* )
Chief Economist, Prentice-Hall, Inc., New York. N. Y.

Dr. Barnes discusses, in addition to the current business pic-
ture, the outlook for 1955 and thereafter. Holds business con-
traction of past 16 months was a “mild recession,” which is
mow close to bottom, but upward movement is not likely to
reach 1953 peak. Gives 11 reasons why business volume
can be maintained at or above present levels without too much

difficulty. Concludes fundamental changes in U. S. economy
in past 25 years suggest that a slump like 1929 no longer
need be feared.

I would like to consider with
¥you today some of the economic,
social, political and international
forces that are shaping (1)
the current
business pic-
ture; (2) the
outlook for
1955; and (3)
prospects for
the longer
term. More
specifically,
I'd like to try
1o answer
such questions
as: “Is (or
was?) it a re-
wession? Is the
recession
over? Will
1955 be better
or worse than 1954? How about
‘the next decade or so?

" ¥s (Or Was?) It a Recession?

Yes, pretty definitely, even
though a rather mild one. Of
course, it's purely a verbal ques-
tion whether you call the con-
traction of business from a year
ago a dip, a slump, a slide, a
Tecession, or a readjustment. How-
ever, the standard authority on
business cycles is the National
Bureau of Economic Research—
of which the present chairman of
the Council of Economic Advisers
is the most recent past president.
if 'you examine the work of the
National Bureau on past business
cycles. it would seem that the
1953-54 contraction definitely falls
into the category of “recession”
as the Bureau has previously used
this term.

Physical volume of industrial
output has declined about 10%
from the 1953 peak. In both the
recessions of 1947-49 and 1926-27
the dips in output were about
the same size. Because of rising
productivity in manufacturing,
the percentage decline in factory
employment has been sharper in
1953-54 than in either 1948-49 or
1926-27.

" The fact of recession is cer-
tainly very obvious in farm areas.
At 89%, the farmers’ parity ratio

Dr. Leo Barnes

_—the ratio of the prices the

farmer gets for his crops to the
prices he has to pay for supplies,
wages, taxes and interest—is now
at its lowest point since 1940. It’s
even below the level of 1929,

_-which has generally been con-

sidered a depressed farm year.
Conclusion: It’s political or emo-

“tional pussy-footing not to call

the business contraction of the
past 16 months a “recession.”

Is the Recession Over?

Once again, the question is
partly a matter of words. Re-
member this: when weighing the
eternal battle between the pessi-
amists and the optimists. The pes-
simist is the guy who tells you
how much has been chopped off;
‘the optimists points to the huge
amount that’s left. The pessi-
1mist stresses unemployment; the
-optimist, employment. The opti-
mist says a recession is over just
as soon as bottom has been
touched; thé pessimist claims it

¢An address by Dr. Barnes at_ the

Tenth Annual Convention of the Com-
mercial Finance Industry, New York City,

. October 12; 1954.
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continues until the former peak
has been recaptured. Obviously,
you can suit your mood and stul
be right. :

If you keep this distinction in
mind, I think you can say that
the recession is over—in that the
low point for 1953-54 has been
reached. It is mot over from the
pessimist’s’ point of view — be-
cause we're not likely to regain
1953 peaks for at least a year
(assuming no new step-up in the
defense program in 1955).

Why am I so sure that the 1953-
54 recession is pretty close to bot-
tom? Why do I believe—in op-
position to some European and
all Russian economists who are
still alive—that there will be no
chain reaction spiraling the U. S.
economy from recession into de-
pression?

My answer is that we the peo-
ple — business, consumers and
government combined—have both
the will and the means to prevent
that dire eventuality,

Here are 11 (that’s an econo-
mist’s dozen!) of the many clues
that suggest that total business
volume can be maintained at or
above present levels without too
much difficulty:

(1) This has been the first re-
cession in history in which gov-
ernment spending for national se-
curity will total more than $40
billion a year (almost $45 billion,
to be exact). No deep recession
is possible so long as Federal
spending for defense is main-
tained at or near these astronomi-
cal levels.

(2) The government’s easy
money policy is stimulating hous-
ing and commercial construction
very markedly. The new housing
law, with its 30-year mortgages
and very low down payments, is
making buying a house cheaper
than renting an apartment for
millions of additional families. -

(3) Slowly increasing state and
local public works, particularly
badly needed schools and roads,
are bolstering construction activ-
ity. It will cost anywhere from
$80 billion to $100 billion over
the next decade just to eliminate
traffic jams in and around our
cities.

(4) Increasing Federal spend-
for protection against atomic at-
tack—both in the very far Arctic
North and around major popula-
tion centers—will also stimulate
the construction, electronics, and
guided missile industries. This
will be an increasing important
factor in 1955,

(5) Fast depreciation and other
tax incentives, provided' by the
new tax law, are stimulating in-
vestment in new plant and equip-
ment and in new product and new
process research. Even before the
new law was passed, competition
has forced business to keep such
investments very high. As Alice
in Wonderland would say, in the
wonderful U. S. economy of the
1950’s, you have to run harder
just to stay where you are.

(6) Expanded social security,
now in effect, is boosting the pur-
chasing power of millions of re-
tired workers — the older and
sprightlier market which is be-

tyL
R}

comirg a steadily increasing per-

centage of our nation.

(7) Business is bolstering the
economy through harder selling,
more intensive promotion, tighter
pricing, clearance sales, better
.quality, and many new products,
models, styles and packaging.

(8) Incomes of the majority of
the people haven’t been too seri-
ously affected by the recession.
Farm income is off from a year
ago, and factory payrolls are still
down more than 10% from a year
ago. But, thanks to tax. reduc-
tions; total spendable income  of

‘U. S. consumers is slightly ahead
-of a- year ago—$253 billion com-

pared to $251 billion. This means

- that. millions- of : customers have

more money to spend today than
they had at the peak of the boom.

(9) The consumer is bolstering
our economy by not responding to
recession jitters and by buying
at a'very normal pace. Total con-

sumer spending for goods and
services .combined is the highest’

on record—at an annual rate of
more than $233 billion per year.
This push to new record highs is
due to stepped-up consumer
spending for services. Retail saleg
of goods are fractionally below a
year ago. However, the gap is
steadily closing. By Christmas, re-
tail sales should be running
slightly ahead of last year—the
best Christmas previously on rec-
ord. Obviously, consumer sales
would be down much more sharp-
ly if millions of customers were
convinced a real recession was at
hand. Their expectations would
help produce the very results they
fear.

(10) Our young people seem to
be bursting with vitality. They’re
getting married at near-record
rates, and seemingly at more and
more tender ages every year.
Once married, they’re producing
children in record volume—par#i-
cularly second, third, and even
later offspring. More childern
were born in the first eight
months of 1954 than in any simi-
lar period in U. S. history. If the
pace holds up for the rest of the
.year—and there seems to be no
reason on earth why it shouldn’t
.—registered births will top four
million in 1954 for a new all-time
high.

LS & s LR

. The U. S. market for goods and
services will increase in size by
the equivalent of the cities of
Denver, San Francisco, Milwau-
kee, Houston, Phoenix combined.
Merchants, manufacturers and fi-
nanciers alike well know that the

“urge to merge” will continue to-

be the most potent stimulant for
the “urge to splurge.”

(11) Last but far from least, the
Federal government — Republi-
can or Democratic—is ‘committed
to maintaining business activity

and employment at a high level.-

In the rest of the year, unemploy-
ment is likely to rise up to and
above the four million mark, even
with a modest fall pickup. The
reasons are three-fold: (a) Our
civilian labor force is growing at
a rate of more than three-quarters
of a million persons per year; (b).
under present schedules, several
hundred thousand additional men
will be let out of the armed serv-
ices in the months ahead; and (c)
rapidly growing industrial pro-
ductivity is raising output per
man hour at the exceptionally
fast rate of 4-6% per year.

In this kind of situation, the
Administration in Washington
will be under the strongest kind
of political pressure to do some-
thing. No government can stay in
office with unemployment re-
maining at these levels.

Current Unemployment Picture

The current unemployment pic-
ture is one major reason why a
Democratic victory is expected
by most observers this November
—despite the strenuous campaign-
ing President Eisenhower seems
likely to undertake in response
to urgent pleas from the Republi-
can National Committee,

Joblessness is largely centered
in 35 “labor surplus” areas—most-
ly in the Mid-West, New England
and Middle Atlantic states. More
than 6% of the workers in these
areas are jobless. -

These labor surplus areas will
probably be crucial in the No-
vember elections. They are rep-
resented by 95 House members,
of which 61 are Republicans, 33
Democrats and one an Indepen-
dent, In about a third of these 35
key districts, the victor in the '52
congressional elections equeaked

(1597) &

through by a very narrow margin.
Democrats have to -pick up only
a net gain of four seats to get
control of the House of Repre-
sentatives. -

These political facts of. lifer
highlight the importance of a
business revival this fall and
winter. That long-heralded re-

- vival now seems definitely under

way. A modest lift in new orders
should reach most business firms
soon if it hasn’t already done so.
By December, practically every
economic area should be at or
above year-ago levels.

The current revival is, essen-
tially, a reversal of the inventory
downturn tacked onto a normal
seasonal rise. The upturn will be-

‘come more pronounced when new

model auto production speeds up.
This brings us to our—

Next Question: What About 1955?

Will it be better than, worse
than, or as good as 1954?

You .can pretty definitely rule
out the second alternative. For
the economy as a whole, 1955 is
unlikely to be worse than 1954.
No Federal Government could af-
word to let it become worse. If,

‘early next year, clues turn up in-

dicating that the modest recovery
now starting was just a flash-in-
the-pan, you can realistically ex-
pect. further government action—
more government spending, or
more tax cuts to boost private
spending or some combination of
both.

A GOP administration would
be little different from a Demo-
cratic administration in this re-
spect. However, election of a
Democratic Congress this Novem-
ber would probably stimulate a
little more government action to
maintain business - activity and
employment.

I think we can probably also
safely stick our neck out and say
that 1955 as a whole will be at
least slightly better than 1954 as
a whole—once again for the econ-
omy as a whole. The normal re-
versal of the inventory cycle in
itself would just about guarantee
that result. Industrial production
would be more in line with final
sales to consumers, business, and
government, instead of running

Continued on page 34
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Union Securities Corporation
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' The Security I Like Best

only in the life insurance indus-
.try. Assets of IDS actually in-
-creased 50% between 1929 and
:1932. Earnings advanced from
:$2.83 per share in 1951 to $3.65
.per share in 1952 and to $5.44
-in 1953.  Earnings this year are
~running ahead of 1953 and are
projected at a minimum of $6 per
.share, The stock is traded in the
- over-the-counter market and is
selling at about 51, or 8.5 times
. estimated 1954 earnings.
The average man who is sensi-
- ble buys life insurance; the wise
man buys life insurance stocks.
The average man who is intelli-
gent invests in mutual funds, but
‘ the wise man invests in the com-
pany which sells and manages the
 funds,

BELMONT TOWBIN

Partner, C. E. Unterberg, Towbin Co.,
: New York City

Member, Investment Bankers Assn.
of America

- American Research and Development
Corporation

The security I like best is one
in which (a) the risk of loss is
- minor, (b) there is a reasonable
" likelihood of a 25% capital gain
' ) -+ . duringthe
next 1-2
months and
(¢) there are
“romantic”’
potentials in
the issue
which might

rovide very
_large appre-
ciation over
the longer
term. -

At $22 per
share, Ameri-
ican Research
and Develop-

p ment Corpo-
_ration appears to have the above
characteristics. AR&D is a closed-

. end investment trust formed ‘in

© 1946 by a prominent Boston

Belmont Towbin

group. Its principal activities are’
investigation .and research .with.

respect to new and existing enter-
prises, processes or products and
furnishing capital through the-
purchase of securities of such
companies. Technical advisors are
prominent scientists associated
with the Massachusetts Institute
of Technology. As of June 30,
1954 the indicated asset value was-
about $29 per share of which 52
points were in cash, or equiva-
lents. Thus the $22 current market
price for AR&D shares represents
a substantial discount from indi--
cated asset value.

However, of all the important
affiliates, of AR&D, only Tracer-
lab, Inc., enjoys an over-the-:
counter market.. All the other
companies owned are carried at
“fair value as determined by the
Board of Directors.” Over the
next 12 months I expect that mar-
kets will develop in several of the
subsidiaries. A close examination
of some of these companies indi-
cates that quoted prices will be
substantially above the valuations
placed by the Board of Directors.
Thus, in‘my opinion a year from
now indicated asset value of
AR&D shares will be close to 40,
as against about 30 today. I be-
lieve the market will recognize
the exciting potential in some of
the affiliates and will narrow, the
present discount at which  the
shares are'selling. Thus, I fore-
see a reasonable expectation of a
market price for AR&D shares 12
months. from now 25% to 50%
higher than the current $22 price.

As to my ‘third characteristic,
namely, the long-term “romantic”
potential, the following is perti-
nent. Recently, imaginative se-
curity buyers have been aggres-
sively seeking companies repre-
sented in the new fields of scien-
tific developments. Among the
affiliates of AR&D are several
which have grown beyond the
formative stage and appear to be
on the threshold of substantial
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expansion. To mention a few “ro-,

mantic” developments repres'er)téd

“in the AR&D portfolio:

Electronic Devices: Airborne
Instruments Laboratory, Inc.

Applied Physics for. Industry
(new equipment, new processes,
ionics and nucleonics): Baird As-
sociates, Inc.; High Voltage En-
gineering Corp.; Tracerlab," Inc.;
Ionics, Inc. g

Chemicals ard new Chemical
Protesses: American Monomer
Corp.; American Resinous Chem-
ical Corp.; Secotan, Inc. °

0Oil Field Equipment: Camco,
Inc.; Diamond Oil Well Drilling
Co. , .

Plastic Pipe: Carlon Product:
Corp.

Industrial Controls: Control‘En—"
gineering Corp.; R. W. Cramer Co."

Household Heating: Jet-Heet,
Inc.
Tape Recording:
Inc.

All these companies have very.

small capitalizations and AR&D
holds a substantial

009 AR&D shares outstanding,
any. combination of major success
by two or three of these com-

panies could result in a very sub- .

stantial change in the ultimate
asset value of AR&D shares.

To summarize American Re-
search and Development shares at
22 seem reasonably ‘“stopped” on
the downside; a 25% to 50% mar-
ket appreciation appears to be a
realistic expectation over the next
12 months merely through’devel-
opment of over-the-counter mar-

kets in a few of its affiliates; and,

lastly, even larger long-term re-
wards are possible if some of its
“romantic” subsidiaries
their promise.

G. R. Jones With
Dickson in Atlanta

_ (Special to THe FiNANC!AL Cx(;onxcnz) 2

ATLANTA, Ga.—Guy :R. Jones '

has become associated with R. S.
Dickson & Co., Inc., Grant Build~
ing. Mr. Jones was formerly with
Bache & Co. in Raleigh, N. C. and
with Thomson & McKinnon in
Charlotte, N. C. and:Atlanta.

This is not an offer of these
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| , Eastern Standard Time, on N
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will expire at 3:00 P.M.

g Common Stock the right to sub-
o shares of Common Stock held of -
the Prospectus, Subseription Rights
ovember 2, 1954. The several Under-
o purchase unsubscribed Stock and,
Stock as set forth in the Prospectus,
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~ Kidder, Peabody & Co.
A. G.Becker & Co. .
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Paine, Webber, Jackson & Caurtis.

-

Estabrook & Co.

~ tower boys have been hankering for.

Magnecord, - have considered the Republican party to be a

interest in.
each of them. Related to the 300,~,

fulfill

up. that way.

From WashfngtOn |
Ahead of the News

|’~—====== By CARLISLE BARGERON

- Those ivory tower editors and commentators of the East who
have been joyfully predicting that the Democrats will win the
next Congress, both House and Senate, and contending that this
will unleash Eisenhower’s “liberal” instincts insiead of ham-
suaunging nuan, are, 1 my mind, in.for a ruda .
awakening. The likelikood, in the nature of
things, is a Congress even more conservative
than the last-one. Leadership is likely to siip
away from him - back into the ‘hands of the
coalition of conservative Democrats and Re-

.- publicans. which. held control, on domest'c af-

tairs, in the latter days of Roosevelt the Great
and throughout Truman's Administration.

* This 1s, of ecourse, not what the ivory
They

halter around Eisenhower’s neck; they have
insisted that he and the party were something
apart. As one of them impatiently exclaimed
upon one occasion: “The country doesn’t give a :
damn for the Republican party; it is for Eisen- Carlisle Bargeron
hower.” With the Republicans out of power *
and' Eisenhower still in, he and ‘the Democrats would be free to
go rejoicing down the “liberal” road.

It appears now that Eisenhower will be freed from the “Re-
publican yoke” all right. The Democrats will likely have a margin
of at least 15 votes in the House and the Senate looks like it will :
wind up with 47 Republicans, 48 Democrats and the ineffable"
Morse yvoting with them to-give them 49 votes. to organize the
body. ‘ :
In this event you can expect a lot of bitter Republicans
around Washington. They will be looking for scapegoats; there”
will be an inevitable demand for Sherman Adams’ scalp. Dead
cats, you can rest assured will be flying all over the place. And
that-persuasive propaganda with which the Republican' members
of Congress have been deluged ever since they returned to power
—that their only chance lay with following Eisenhower 100%—
will have lost its effectiveness. It didn’t work out. The President
1s reported 10 have complained at Denver that the Republican
candidates would not be in so much trouble if they had supported
his program. But he is mistaken on this. It is those who have
supported him most that are in the most trouble, not necessarily
because of their support, but because the situation is just shaping-

“The record is that the Republicans in Congress, generally
speaking, went out of their way to support the President, in many

instances against their better judgment, We had the unusual spec--.

tacle, in fact, of the Republicans determined to make a dominant

.leader out of him, against, at least at first, his own wishes. They

did this under the whiplash of the agitation that Eisenhower must
be the undisputed leader, that the Republican party itself, didn’t
mean a thing.. . =

There won’t be any disposition on the part of Republicans to
continue in this role. ‘ : )

On-the other side of the aisle, among the Democrats, it will
become apparent that the party unity exists only when the party
is- out of power. The cleavage -between -the conservative and
“liberal” wings of the Lemocratic party is certainly just as seri-
ous ‘as ‘that in the Republican party. The Southerners have
nothing inicommon with the Murrays, Lehmans, Mennen Williams,
Minnesota ' Humphrey. The bitterness between them will once
again come into the open. The Southerners once again will find
their companionable associations with the conservative Repub-
licans. The coalition will be in a position to stop any advance of
“liberalism,” such as liberalization of the Taft-Hartley Act and
enactment of the President’s new medical program. .

The President was remarkably successful, in my.opinion, in
pushing through so-called progressive, legislation. in the last
Congrtiss. It is doubtful if he will do as well with a coalition in
control. . .

N
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Investment

Opportunities in Atomic Energy

By ARMAND ERPF*

Partner, Carl M, Loeb, Rhoades & Co., New York City

. Members, New York Stock Exchange

Mr. Erpf, pointing out the pitfalls of “prospecting by stock

ceriificate,”

lation .in “

)’ cites unsound features in currently popular specu-
‘ium” stocks. : Urges large corporatinns’ entry into
nucleonics field be viewed in proper perspechve in_considera-
tion of near-term profits. Concludes that in lieu of -plethora-

.of investment bonanzas, there is some over-discounting, over-
optimism,” and investment naivete.

: 1
Uranium Mining

Almost the’ only phase of atom-
ic. energy in which the public has
been able to participate- directly
and undilutedly is mining. The

spectacular

'success of pro-

spectors lik e

Charles Steen
.and .Vernon
. Pick. has at-
tracted people

from all walks

of life who
have changed
their: more
.. prosaic pur-
suits- for the
romantic, if
trying life .of

a prospector.

A large num-

' ber. of people,

however, decided against the hard-

ships of trekking all over the Col-
orado Plateau - and elected the
more leisurely, although no less
risky, endeavor of prospecting by
stock certificate. qute a few .of
the more than 500 mines that have
sprung up on the Colorado Plateau
- are “small enterprises” which: are
operated. by individual prospec-
tors or‘small groups as a limited
.~ pick-and-shovel operation. But a

Armand G. Erpf ’

couple of hundred of them- have:
“ been ‘able to raise risk capital by -
the flotation - of common stock.

-« Most of the new issues were over-

'~ subscribed. the moment they came

. .eut and almost’ without exception

. .the' new equities rose considerably
above-rthe " initial offering price

" without regard for underlymg
values:. 1

¢ <f néed-not describe the difficul-
ties encountered in estimating the,

. - mineral wealth of any given piece: -
¢ of-land on the Plateau without

 ‘extensive development work. You
" know the capricious way in which
" ‘'economic . deposxts were ‘formed

only "in’ certain rock formations .

' and within these formations again
merely in “the channels’ of old

 rivers.and near the points where .

' “bituminous or carbonaceous mat-.
¢ ter had accumulated. Thus, physi-
‘cal adjacency to-g successful mine,

- the most_popular-argument used
-+in stock‘flotations, is quite méan-
- ‘ingless. No doubt some: of these
- enterprises will find the-deposits
. hoped-for, but many others will

- -realize -that their treasured. claim

"+ is mnothing but wasteland; and - in
_ many other: cases, deposits will be
limited. and will not Justxfy pres-
. ent evaluations. ,
Purchasers of stock are often.
unaware that capitalizations are
- enormious so  that their penny,
- stock actually aggregates great
sums for the underlying property
and - frequently outstanding " op-
- tions for insiders will further wa-
ter profits, if any. Also, as a re-
sult of hasty surveying and stak-
- ing methods, many properties are
. crisscrossed. by competing claims.
In addition, promotional methods
" so far unchecked despite a field
investigation by the SEC have
harmed many an unwary person.
The penny price of stocks often
disguises the rapacity of promot-
- ers who think that the unsuspect-
*A t.alk.by Mr. Erpf before the Atomic

Industrial Forum, Inc.,, New York, Sept.
. 27, 1954,

lose, there should be. no great

. ing public owes them 3 living and
- who “take” the investor in per-

centage, distribution that no  fi-
nancier would consider tolerable.

As development of these prop-
erties will separate the sheep from
the goats; the danger is that the
bubble of  speculative’ frenzy, if
carried to an extreme, will burst:
and disappointed investors are apt
to retain. g distrust.vis-a-vis an’
industry that brought them dis-
illnsionment, - perhaps.. making. it
difficult at a future date to raise
risk capltal for legitimate enter-

“prises in the atomic field.

In essence, in the.mining phase.
of atomics we are in the gold rush.
period where by and large the
public gambles in grubstaking the
prospector. A vast area is staked
and presumably a small percent-.
age will strike it rich. When the.
show is over a number of mines
will ensue and, let us hope, a large’
ore. reserve will be proved. -The.
method is.a little primitive but. it
is one way to get results quickly.
As long as the .public. Tealizes
what it is doing, namely, gambling
on sweepstakes tickets, and parts.
only with that portion of its hard-
earned money that it can afford to,

damage.
| R
“ilum” Stocks i
The ‘aura surrounding the uran-
ium boom: has spread to stocks™
where.the public detects the pres-
ence of uranium , or, for. that®
matter, other elements whch have'
an actual.or alleged place in the
‘atomic ‘energy . program. -Thus"
Homestake Mining, Anaconda, At-.
chison. Topeka & Santa Fe, Clx—
max Molybdenum, and Vanadium-
are to a varying degree influenced”
by  the psychologlcal hew , value
(see table I) i ,

i K TABLE X
anue of common stock at mnrket Sept 24
_including convertibles _
- (,000,000 omitted)

“Atchison, Topeka & San Fe $580 -

Anaconda

Homestake’ Mlmng
Vanadlum

While the chances of an inves- . -
tor are improved if he chooses. as: -
~a medium the stock of a.growing

enterprise. which- is adding uran-.
ium mining - to its.other pursuits,

it should. be realized that this does .

not necessarily change the basic’
aspects of a company, and while
uranium may be a worthwhile di-
versification venture, entering this
field will not promptly double or
treble earning power. The uran-
ium pickings so far have not been

important in relation to their °

equity base.

Leaving out linoleum, a down-
trodden commodity, the public is
getting into the habit. of jacking
up a multiple or two on almost
any company which has “ium”
among its products or, better yet,
in- its corporate headdress. Thus,
Zirconium, Lithium, Berylllum,
Thorium, - Hafnium, and even
Mercurium have allure either as
another source material for atomic
energy or because of their actual
or possible use as controlling de-
vices in reactors, as coolants or
moderators. The uncertainty as to
what. elements will find perma-

" " for their earnings. .

‘'segments’ of nucleonics.

The Commercial and Financial Chronicle

‘Pitfalls and

nent use, or will be replaced by
more economic materials, and the
ignorance as to the quantities m-
volved render a financial judg-
ment -difficult if not impossible.
For the time being, however, pub-
lic enthusiasm feeds on itself and

_ equates remote hopes to certain

expectation, disregarding that nu-
cluear fission is not quickly going
to change the principal business
upon which these enterprises rely
These com-
panies are on their toes but we

~ should not slip into’ the error of
. overvaluing them.

III
Concentrating and Refining

Investment opportumtles do not:
become any easier in passing from:
the ‘hazards of exploration to the
steadier business of processing.-
Uranium ore refining while han-
dled on a private enterprise basis
is actually- completely regulated
since there'is only one customer,*
the . Atomic Energy Commission.-
Thus, while uranium refining

‘should be moderately - profitable,

there is a'fixed relationship be-
tween invested capital and finan--
cial reward and:forall practical -
purposes these refineries ‘are run!
on a fee basis'and opportunities :
for-sizable profits so tar are llm—4

.ited. -1
] ’ .An improvement in earnings. to
. take place ten.years hence has!
negligible current value unless the ¢
whole structure of the company is .

i v
. Massive Companies

-'To operate the complicated and -
many-faceted atomic ‘energy in-:
dustry the government has invited.
the greatmassive compames of the -
land' to operate plants in certain
Scarcely
one ‘of ' these' companies is less!’
thana $1 billion -affair, but even’
the value of these giants'is being:
lifted by the radioactive ground.
swell and .perhaps the investor®"
should ‘pause for atomic: projects:
ta be turned into reality and to
get something into the income ac-.

- count..‘General Electric, for'a dol--
-lar a year, operates the Hanford -
© plutonium ‘works; du Pont, for a-
:mess of ‘pottage, manages the Sa--

vannah ' River. hydrogen' project; -
Goodyear, ‘for a_small fee, the.
Portsmouth concentration plant;:
Union Carbide, for a wage, the:
"Oak- Ridge and Paducah group of .
atomic vinstallations; Phillips 'Pe-
troleum’ the Idaho reactor deve]-
‘opment; and American Telephone
:‘and Proeter & Gamble participate
in 'some phase of bomb component
manufacture (see table IIY.

~alrcraft,

TABLE II

Value of common stock at market, Sept, 24,
lncludlng convertibles
(,000,000 omitted)

American Tel. & Tel

duPont, B L. _.________
General Electric _

Union Carbide

Phillips Peétroleum _______ 1
Procter & Gamble

Goadyear Tire

"Why do these billion or multi-
billion 'dollar institutions under-
take tor. virtually no return to or-
ganize, supervise, - and operate
‘these vast complexes? Presumably
they may be motivated by patriot~
ism which, in spite of the insulting
innuendos of superficial ‘intellec-

tuals, beats deeply in the hearts:

of men of money and creative or-
ganizers of great businesses, as

well as by the normal enlightened -
.ment alone,
for a future of power and potency, -
.whether the optimum can be ob-
mysterious industry so that they .

selfishness of institutions groping,
to acquire 'the. know-how of this

may be able to translate its se-
crets into the production. of goods
and services needed by.. man for
his ordinary life. Well and good,
and this may have financial mean-
ing, but ten years hence.

There are two important. points -

which' must be kept in mind in
financial evaluation, the time fac-
or and the size of the equity base.

to be changed. If a company earns
$5 per share today and has hope

or expectation of earnings of -$6 :
to $6.50 in five to ten :years, the:

price-earnings ratio should not be

radically modified. Nor should it
be assumed that'a 20% to 30% .

increase: in net earnings for 'a big
company is an easy feat.
:billion ' company,
valued -at 20 times e€arnings would ¢
have to. make, before: taxes, a-
profit of $60 million per :annum
out -of ‘atomics before there: is a

A $3¢
for example,:

" (1599) ' 11

clear physics. While atomic scien-
tists are in a position to surmise
how atomic energy can be applied
in these different fields, they lack

" the specialized knowledge of en-

_gineering design and operating
technique just as industry itself is
deficient in atomic. knowledge.
Thus, the relationship of the gov.-
ernment echelon to private indus-
try in research and industrial ap-
plication is one of mutual giving
and taking. The government
scientist in revealing his insights
points to new roads in industry,
but the industrial engineer must
take it on from there and trans-
late theory into practice to lay the
foundation for a further advance.
Therefore, it is better that somz
industrial companies begin to par-
take of atomic knowledge than if
it .were confined to the govern-

The question here, however, is

tained by massive companies
“which through an evolutionary

-process . have attained great size

.and importance and have become
.in a way private bureaucracies. Is
such a plan as mobile, as flexible,
.as ingenious and as potent as it
some of the important but not-so-
large .compardes were able to ac-
.quire an understanding of the ner
.science and. through their energy
‘apply it more speedily and more
brilliantly than:is the case when
our ‘great, though-marvelous, in-
stitutions alone have access to
"this'new field? The role of large
“enterprise is. natural, 'and I take
it normal, in the handling of a
mature industry which has passed
through its phases of creation anrl
competition to.maturity and .frui-
tion, but this -is ¢not. necessarily
. good,  breeding ground' for nevs
processes, new, techriiques, and a
new industry. “Here, too, as else-
-where in human affairs, tradition,
conservatism, and caution enter to
exclude creatlve fury {

c v

20%. impact on’ the price of its-

shares.

Disgressing for thé moment, the
pohcy of the’ government in not
going it alone in-the creation of -
this. new industry is commenda-
ble. The electric ‘energy .and the’
shlpbulldmg, chemical,
and many - other . industriés .are
likely beneficiaries of atomics and *
their future is, for better or worse, -

linked ‘up w1th the! grow*th of nu- :

This ‘i3 a great deal to-
expect and the exuberant investor -
. may well ponder before plunging, "

Insttument and Engineering
o + Companies , -

There has, developed an 1ndu('
‘try of ‘engineering and servicn
“outfits whose marquee is adornecl
bv stars form the atomic firma-
“ment and - these companies' ar2
‘ capitalized at much higher mul~
“tiples -than _other engmeenm’
-firms." ‘Service orgamzatlons in
‘general are precarious affairs suli.
‘ject-'to the temperament of the
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A Look Ahead for Steel

By BENNETT 8.

CHAPPLE, JR.*

Assistant Executive Vicc-President—(}ommercial,
United States Steel Corporation

Stating his view that the American economy could easily
operate so as to make the year 1955 the second or third high-
est year in the post-World War II period, executive of largest
steel producer discusses major factors which affect the gen-
eral business level, along with the current steel inventory
situation and the outlook for steel consuming industries. Con-
cludes, as regards steel industry, “we are now at a point where
sound and realistic planning, proper merchandising and
aggressive selling can bring their greatest rewards.”

You have asked me to talk about
the business outlook for the year
ahead. This is a most appropriate
subject for this time of year, and
for this mo-
ment in our
economic - his~
tory, for we
have,I believe,
successfully
weathered a
fairly sizable
and prolonged
business de -
cline.Natural-
ly, we are all
asking the
question, ‘‘Is
L there more of

the sameahead

B. of us, or is the
: worst over,
and is the year 1955 going to bring
improved business conditions?”

Frankly, I am always somewhat
concerned when I am called upon
to discuss the business outlook in
a meeting such as this. My real
concern is not, as you might think,
that actual events will prove me
wrong, for I am quite willing to
accept as part of the game, the
forecasts which go wrong -as the
result of an unforeseen, and per-
haps unforeseeable, event such as
the Korean War, or even as the
result of a failure of human judg-
ment. My real fear is that any
forecast I may make will be ac-
cepted as gospel by some of my
listeners, and as such adopted by
them as a basis for action by
themselves, or by their companies.

It seems to me, that to be truly
useful in planning, a forecast
should be hammered out in the
forge of a company’s own organi-
zation. It should represent the
knowledge, the experience, the
mature judgment of competent
men in every part of the com-
pany’s own commercial organiza-
tion. To these opinions from in-
side your own organization then
may be added the qualified views
of outsiders—such as those I am
about to give you — but they
should not be accepted blindly.
Moreover, safeguards should be
taken to compensate for possible
error.

I, therefore, hope that in mak-
ing up your own minds regarding
the year ahead, you will review
my comments’ critically; you will
use them to stimulate your own
thinking; and you will employ
them to check your own judg-
ment. In the end, however, I
strongly urge that you arrive at
your own forecast for planning

S. Chapple, Jr.

*An address by Mr. Chapple at the
Convention of the National Association
of Sheet Metal Distributors and National
‘Wholesale Hardware Association, Atlantic
City, N. J., October 5, 1954,

purposes, a forecast which you
will be willing to live by, unless
and until fundamental factors
change and lead you to a signif-
icant revision of that forecast.

Where We Now Stand

Before turning to 1955, let us
take just a moment to set the
stage by talking about where we
now stand. An unusual degree of
stability is the keynote of current

business conditions. Despite minor -

fluctuations- in wholesale and re-
tail trade, automobile model

changeovers, and dullness in steel -

demand, industrial production has,
for the past several months, lev-
eled off at a little less than 10%
below the 1953 all-time peak.
During the first eight months of
1954, the seasonally adjusted Fed-
eral Reserve Index has moved in
a very narrow range. of 123-125,
compared with 100 in the 1947-
1949 base period.

Despite this remarkable stabil-
ity of the over-all economy, steel
shipments during the first eight
months of this year have declined
steadily. During this period, steel
consumers have reduced their
stocks of steel and work in process
to levels more in keeping with
their own lower rates of output.
At the same time, they have at-
tempted to push the inventory-
carrying function back onto raw
material suppliers. One need but
note the extremely-late order en-
try pattern which the steel mills
have experienced in the past few
months to appreciate the extent
to which consumers have carried
this adjustment,

This, then. is the picture as we
approach 1955. i

An Optimistic Forecast

First of all, it is my personal
opinion that the American econ-
agmy could easily operate next
year at a level which would make
1955 the second or third highest
year in the post-World War II
period. If this is so, then, there
is reason to believe that opera-
tions in the steel industry will
average slightly above our 1954
experience, .

To get at the reasoning behind
this relatively optimistic forecast,
let me discuss briefly three im-
portant areas:

First, some of the major factors,
both economic and political, which
affect the general level of busi-
ness;

Second, the steel /inventory sit-
uation, which is a/ erucial factor
in the steel outlook; and )

Third, the outlook for some of
the individual consuming indus-
tries which together make up the
market for steel.

LOCAL
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Governmental attitudes, actions, opposite process was taking place.  Careful analysis of pmct'iélly

and policies have come to be a
very important over-all factor af-
fecting business conditions in our
generation, At the same time,
they have become one of the fac-
tors least subject to prediction.

In my opinion, the Administra-
tion and the Congress have made
great progress in improving the
business climate, and in generat-
ing confidence among business-
men. They have succeeded in
checking the inflationary spiral by
reducing the Federal deficit. They
have released the stranglehold
which the Government had on all
our businesses through direct con~
trols of various kinds. They have
reduced taxes somewhat andymore
important, have moved toward a
revision of our antiquated tax
laws in the direction of greater
stimulation of risk taking and
business enterprise. All these
things are desirable; and, to the
extent they are continued and ex-
panded, they contribute to sound
and expanding business,

The decline in defense spend-
ing, which has been taking place
since the end of shooting in Korea,
is, however, .an:important . factor
in the business outlook -which
points in the opposite . direction.
Current Government estimates in-
dicate that such spending. will
continue to decrease in the year
ahead. While any unfavorable
international development could
quickly reverse this trend, .any
increase in such spending, barring
a shooting war, would probably
be largely in the area.of radar,
electronics, guided missiles, air-
craft, and, particularly, research
and development, all of which af-
fect steel and other heavy indus-
try far less than. production of
ships, tanks, and shells.

On the other hand, perhaps the
strongest sustaining factor, and
one which promises to continue,
has been thehigh income which the
American people have had avail-
able for spending, after paying
their taxes, and their willingness
to spend it, despite the well-pub-
licized business decline., Incomes
will continue to be high, and so
far there is no indication that con-
sumers are about to reduce their
expenditures.

Another major factor in the
business picture is spending by
business for plant and equipment.
Business, in general, is able to
spend at a high rate. It has siz-
able liquid funds, and ample credit
is available. The real question is
whether these will be used. On
balance, while it does seem likely
that capital expenditures will de-
cline further from the peak. levels
of 1953, nevertheless, such ex-

" penditures should remain at a rel-

atively high rate.

Finally, one of the most im-
portant favorable factors affect-
ing business is the unusual degree
of stability our economy has
shown in recent months, which I
mentioned earlier. .

The total effect of these, and
other, counter-balancing forces
would seem to indicate a hori-
zontal movement in our economy
for the next 12 to 15 months. This,
in turn, suggests the probable pat-
tern of steel production, the chief
area I wish to discuss with you
today,

Of more than ordinary import-
ance in this picture is the level of
steel inventories in the hands of
steel consumers. What has been
happening to such' inventories is
shown by the fact that there has
been a substantially greater de-
cline in steel production during
the past 12 months than in manu-~
facturing activity generally. Steel
ingot production in July, 1954, was

nearly 30% less than in July, 1953, .

whereas industrial production
dropped less than 10% in the same

‘12-month period. During the first -
. third largest consumer of steel.. In

six months of 1953, the amount of
steel in inventories was increas-
ing so that more steel was being
produced and shipped by the steel
industry that was being consumed
in the economy. A year later, the

Consequently, by mid-1954, con-
siderable contraction in steel in-
ventories had taken place—several
million more tons than many had
foreseen. No longer were steel
users merely tailoring their in-
ventories to new consumption lev-
els. Their concept of the level
of inventories required to support
a given rate of steel usage was
radically reduced. The output of
finished goods was dropping stead-
ily, but the drop in steel inven-
tories was far greater.

Inventory reduction must, how-
ever, eventually come to an end.
I firmly believe that point has
now been reached. Therefore, in
1955, steel usage by steel consum-
ers will be the chief factor de-
termining steel demand.

Major Areas of Steel Usaze

Let me briefly cover the out-
look for some of the major areas
of steel usage.

During 1954, the high rate of
activity in the construction indus-
try has been the strongest factor
sustaining the steel industry, as
well as\business generally. When
the year is over, construction put
in place will total an all-time rec-
ord of $38 billion. The somewhat
unexpected upsurge .in housing
starts stimulated by new Govern-
ment housing policies, and the
steadily increasing pace of new
contracts for schools, hospitals;
and commercial structures, have
largely been responsible for this
performance. Next year, both of
these types of construction will
continue strong.

Housing starts again should be
over one million units, and the
demand for commercial building
should be far from satisfied by the
end of the year, Highway con-
struction should also be at a high
level. On the other hand, a further
reduction is expected in industrial
construction and in pipe line proj-
ects, both of which dropped con-
siderably in 1954. However, when
all the segments of the construc-
tion industry are taken together,
we can forecast another high year
for construction in 1955, the fifth
in a row, even though the market
in total can be expected to be off
from 1954,

In contrast, the automobile

boom, which had become almost’

a permanent fixture of our econ-
omy in the last few years, has
apparently leveled off. For next
year, the automobile industry is
faced with a more normal market
condition which will principally
reflect replacement demand. Nev-
ertheless, production of cars and
trucks in 1955 will probably ap-
proach six million units. While
this reflects a reduction of from
5 to 10% from this year’s high
level, we should be wary indeed
of any thinking which portrays
the auto manufacturers as com-
fortably slipping back into a mar-
ket completely dictated by formu-
las for scrappage rates, cor satura-
tion levels, and the age distribu-
tion of current registrations. In
the dynamic automobile industry,
things just don’t work out tha
way. .

Auto makers just now are swing-
ing infto the production of 1955
models which, for many lines, will
represent striking changes from
1954 designs. Retooling this year
has been more extensive and more
costly than in any other year in
the industry’s history. Many 1955
cars in the low-price bracket will
have the horsepower, roadability,
and high-styling characteristics of
the premium cars of just a few
years back. Hence, it would be a
rash person indeed who would do
more than generzalize, as I have
done, on the effect of all this on
the total demand for vehicles next

‘year. 3

The machinery industry is the

1953, the output of this industry
reached a post-war peak. In 1954,
production dropped .about 12%. In

-1955, an additional drop of 10% is’

anticipated.

- years,

all components of the machinery
industry show continuing signs of
weakness. One major exception
is electrical machinery and equip-
ment. While electrical manufac-
turers are now experiencing a Iull
in incoming orders for transform—
ers and generators, this appears
to be largely a matter of catching
their breath before another up~—
surge. This is a logical expecta—
tion in view of the ever-steady
pressure for central station power
plant expansion. On the average,
each person in the United States
uses twice as much power as he
did in 1941; and the trend shows
no signs of slowing down. This
dynamic fact cannot be minimized,
either in its effect on the machin-
ery and appliance industries, or on
our standard of living and entire
way of life. '

Up to this point, T have touched
briefly on the outlook for the
three largest steel consuming in—
dustries, which collectively are
responsible for over 60% of total
steel demand.

There are, of course, a number
of other important . industries
which represent substantial mar—
kets for steel. I shall not take
time to discuss each of these in
detail, but let me briefly indicate
my opinions regarding the outlook
for each of them in 1955. ‘

Three of these remaining indus—
tries are expected to use abeut
as much steel in 1955 as in 1954,
Little change is expected in oil
and gas drilling. While there may
be a slight decline in the number
of wells drilled, this is likely to
be substantially offset from a steel
usage point of view by a continu-
ation of the long-term trend
tow;xrd greater average depth per
well. i

Another industry likely to show -
little change in steel use compared
with 1954 is agriculture, includ—
ing not only steel used in farm
implements, but also steel prod-
ucts such as fence, barbed wire;,
and galvanized sheets purchased
directly by the farmer. The con-
trolling factor in farm purchases
is the level of farm income, which
has declined significantly during
1954. A further decline of sig—
nificance is mnot likely in 1955;
consequently, I expect the demand
for steel from this industry to be
about the same as this year.

The appliance industry is a third
steel consuming industry which
can be expected to consume abaut
the same amount of steel in 1955
as it did in 1954. I believe that,
in 1955, production of the old~
line, standard appliances may de-
cline from their 1954 level. How-
ever, increases in the production
of newer appliances, such as
clothes dryers and automatic
washers, are quite likely to pra-
vide an offset. . r

Now, let me refer briefly to
three industries which, in my
opinion, are likely to consume less
steel in 1955 than this year.

The most important of these is
the railroad industry, During 1954,
railroads have experienced a sharp
decline in carloadings, and con-
sequently in cash revenues. This
situation has been directly re—
flected in reduced - steel -buying
during the second half of the year.
There is nothing in the outlock
for 1955 to indicate any substan-—
tial recovery in carloadings over
current levels. Until such a pick-
up in traffic does appear, steel
consumption on the part of the
railroad - industry will continue at
the low levels of the past fewr
months.

A second industry with reduced
1955 steel requirements will be
shipbuilding. ' For the past severak
activity in this nation’s
shipyards has declined in the face
of . foreign competition. Govern-

ment. programs are on paper to

'stimulate domestic - shipbuilding

and repair work. - However, at
best, these programs will not
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swing into action until late next
year.

. The use of steel for the produc-
tion of ordnance material next
year will be slightly below the
1954 level. As a larger portion
of defense ' funds is directed
toward research and technical de-
velopment, production of major
steel-using items such as shells,
tanks, and artillery, will be re-
duced.

_ In two industries, I look for an
increase in steel requirements
during the coming year. The con-
tainer industry will benefit from
the rapidly expanding market for
canned soft drinks. This market
has mushroomed beyond expecta-
tions and promises to continue its
rapid rate of growth for several
Vears,

. The coal mining. industry will
also experience improved volume
mnext year. A gradual loss of mar-
kets has plagued coal mining for
several years. Railroad markets
declined as more and more roads
switched to diesel engines; post-
war export markets virtually dis-
appeared as European mines were
Brought back into production; na-
tural gas encroached on the resi-
dential heating market; in 1954,
the steel industry itself required
reduced quantities of coal. Each
of these four major coal markets
has been reduced to a minimum.
Flowever, the fifth major coal
market, the use of coal in gener-
ating electricity, is  increasing;
and next year an increased re-
quirement of coal for this purpose
will lead the mining industry to
increased activity.

Outlook for Distributing Segment
of Steel Industry

Over the years, a substantial
proportion of the steel consumed
in this country is delivered to con-
sumers through the vast network
of jobbers, dealers, and distribu-
tors who are the medium by which
thousands of steel users requiring
small quantities of steel are
served. I know you will be par-
ticularly interested in the outlook
for this - distributing segment of
the steel industry. It is clearly
evident that during the past year,
steel warehouses and distributors
have been particularly hard hit.
As steel consumers attemoted to
reduce their own inventories, they
cut their purchases from ware-
youses, as well as their mill buy-
ing. 2
However, it is becoming more
evident day by day that this sit-
uation is reversing itself. Con-
sumers’ stocks have been reduced
to levels which are in line with
their own production. Already
steel users are turning to ware-
houses for their spot needs and
for their specialty requirements.
This trend will continue and
strengthen. Just as in the case of
mill suppliers, as. consumers’. in-
ventory reduction programs:- are
completed, steel purchases from
warehouses will increase.

. And now in conclusion, let me
sum up. It is my belief that next
year will be a veriod of over-all
business stability, at approxi-
mately the current level. But
there should be-less uncertainty-

and more confidence among busi--

nessmen than during 1954. De-
clining business conditions na-
turally cause jitters even among
the most stout-hearted. = Now,
however, we know what to expect.
Things are seldom as bad when
they reallv come to pass, as when
one jg waiting for them to happen.
Stability at reasonablv high levels
and success in meeting competi-
tive conditions both tend to create
confidence.

We are now at the point where
souynd and realistic planming,
proper merchandising. and ag-
gressive selling can bring their
greatest rewards. If we keep our
business house in order, and con-
tinizie to enjoy the benefits of a
povernment dedicated to free en-
terprise, there is no reason: why

mo<t. businesses should not enjoy'

business -success--and profits - at
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NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
. REVISED
CAPITALIZATIONS

The Canadian Bank of Com-
merce announced on Oct. 13 the
appointment of John Pogue as
head of the Bank’s Agency in
New York City, to succeed E. H.
Mitchell, who has retired. Mr.
Pogue assumes his present posi-
tion as Agent after serving for the
past six years as Vice-President
of the Canadian Bank of Com-
merce (California), in Les An-
geles, Prior thereto he was As-
sistant Manager of the bank’s
main office in Toronto. He has
been connected with the bank
since 1916.

% * *

Consolidation of the staffs of
Chemical Bank & Trust Company
and Corn Exchange Bank Trust
Company of New York was an-
nounced on Oct. 18 coincident
with the merger of these banks
under the name of Chemical Corn
Exchange Bank. Continuing in
the same capacity which they
have been occupying at Chemical
Bank are: N. Baxter Jackson,
Chairman; Harold H. Helm, Pres-
ident, and Isaac B. Grainger and
Gilbert H.  Perkins, Executive
Vice-Presidents. John R. McWil-
liam, who was President of Corn
Exchange Bank, becomes Vice-
Chairman of Chemical Corn Ex-
change Bank, and E. Herrick Low,
First Vice-President of Corn Ex-
change, becomes an Executive
Vice-President. Dunham B. Sher-
er, Chairman of Corn Exchange,
has been elected a director and
consultant to the board and senior
officers.

At special meetings held on Oct.
14 stockholders of both institu-
tions authorized the merger of
Corn Exchange Bank Trust Com-
pany into Chemical Bank & Trust
Company. In a joint statement
following the Oct. 14 meetings, N.
Baxter Jackson, Chairman of
Chemical Bank, and Dunham B.
Sherer, Chairman of Corn Ex-
change Bank, announced that the
merger would become effective at
the opening of business.on Oct.
25. With the effective date moved
forward, however, the merger as
noted above became operative on
Oct. 18 with the business being
conducted under the name of
Chemical Corn Exchange Bank.
With 81.07% of Chemical Bank
stock and 75.72% of Corn Ex-
change Bank stock represented at
the Oct. 14 meetings, the merger
was authorized by 79.94% and
75.33%, respectively, of the out-
standing ‘shares. ‘Both Mr. Jack-
son -and Mr. Sherer noted at their
meetings that both customers and
stockholders of the merging baaks
will benefit from the integration
of the facilities, resources and ex-
perience which have been devel-
oped during a span of more than
a century. Mr. Jackson, who has
seen Chemical’s resources grow
from $181 million in 1920 when
he joined the bank as Assistant
Cashier, to approximately $2 bil-
lion .today, expressed, confidence
that the bank’s continued growth
will be accelerated as a result of
the extensive branch office sys-
tem created by the merger. Based
on published statements of con-
dition as of Sept. 30, 1954, com-
bined deposits of the two banks
totaled more than $2.5 billion and
resources aggregated more than
$2.8 billion.

At Chemical’s meeting on Oct.
14 Chairman Jackson displayed a
large exhibit showing the 98 “con-
venient” offices of the merging

current levels, and be ready to
take full advantage of the mext
great- upsurge in: the. growing
American economy.-

In a dynamic country such .as
‘ours, this time cannot be far away.

banks on a huge aerial map of
Greater New York, pinpointing
correspondent bank locations
throughout on a map of the United
States, and listing a total of more
than 5,000 correspondent banks
and their branches around a
global map of the world.

The merger to which reference
was made in our issue of Sept. 2,
page 882, will elevate Chemical
from 10th to sixth place among
the nation’s leading banks. Mr.
Jackson announced that the fol-
lowing five directors of Corn Ex-
change Bank Trust Company will
become members of the board of
Chemical Corn Exchange Bank:
Roberi A. Drysdale, Senior Part-
ner, Drysdale & Company, stock-
brokers; John R. McWilliam, Pres-
ident, Corn Exchange Bank Trust
Company; Dunham - B. Sherer,
Chairman, Corn Exchange Bank
Trust Company; Willard A. Kig-
gins, Jr., President, A. H. Bull
Steamship Company, and C. Wal-
ter Nichols, Chairman, Nichols
Engineering & Research Corpora-
tion.

* * *
THE CORPORATION TRUST COMPANY,
NEW YORK

Oct. 7,'54 June 30,54
$2,562,052 $2,131,651
239,803 118,364

Total resources ——-

Deposits oo

Cash and due from
banks

U. 8. Govt. security
holdings ——-cun 431,358

Undivided profits... 382,078

* * *

1,097,029 709,544
431,370
324,152

UNDERWRITERS TRUST CO., NEW YORK

Oct. 7,’54 June 30,54

Total resources ... $43,695,251 $42,613,164

Deposits 40,097,534 39,145,861
Cach and due from

banks 8,597,166
U. 8. Govt. security

holdings

9,756,110

15,940,094
Loans & discounts 17,304,329
Undivided profits_.. 1,311,692
* * *

‘A stock dividend of 20%, pay-
able Nov. 1 to stockholders of
record on Oct. 27, was declared
by the board of directors of the
Federation Bank and Trust Co.,
of New York it was announced on
Oct. 14 by Thomas J. Shanahan,
President. ~ The "'dividend ‘gives
each stockholder  one share of
stock free for each five shares
held. The directors also approved
the sale of an additional 50,000
shares of stock at $20 a share pro
rata to stockholders of the same
record date. The offering, which
will close Dec. 1, entitles each
stockholder to subscribe to one

15,288,802
15,248,623
1,236,894

share of additional stock for each
four shares held. The action of
the directors immediately fol-

lowed a vote by stockholders rais- .

ing the bank’s capital stock from

$2,000,000 to $2,900,000, an in-

crease of 90,000 shares.  Stock

warrants will be mailed on Nov. 1.
* * *

Mrs., Ruby L. Walters has been
appointed an Assistant Secretary
of Manufacturers Trust Company,
of New York, it was announced on
Oct. 18 by Horace C. Flanigan,
President. Advancement of Mrs.
Walters to an officership brings
the total number of women offi-
cers of Manufacturers Trust to 19.

Mrs. Walters has been secretary
to President Flanigan since Oct. 1,
1950. Prior to joining the staff of
Manufacturers Trust Company on
Nov. 1, 1948, as secretary to the
late Harvey D. Gibson, then Pres-
ident of the company, Mrs, Wal-
ters had been a member, of the
staff of the Los Angeles head-
quarters of the Bank of America
National Trust and Savings Asso-
ciation for seven years. During
the last four years of this period
she was secretary to A. J. Gock,
Chairman of the Board of Direc-
tors of that institution. Mrs. Wal-
ters will serve in an executive ca-
pacity at the new Fifth Avenue
Office of Manufacturers Trust
Company, which on Oct. 4, last

moved to a new building at Fifth"
“Avenue and 43rd Street.

The appointment of Adolph J.
Buschmann, Jr., Joseph N. Veit,
and Frank J. Zajan as members
of the East Brooklyn Advisory
Board of Manufacturers Trust
Company was also announced on
Oct. 19 by Horace C. Flanigan,
President of the Trust Company.

The East Brooklyn Advisory
Board was formed in June of this
year and works in conjunction
with four of the Bank’s offices in
the eastern portion of Brooklyn.

* *  *

Arthur S. Kleeman, President of
the Colonial Trust Company, of
New York, has announced the ap-
pointment of Anthony Nicoletti as
Assistant Secretary and Assistant
Treasurer. Mr. Nicoletti is in
charge of the bank’s centralized
bookkeeping operation,

* * *

Sterling National Bank and
Trust Company of New York an-
nounced on Sept. 18 the election
of Philip L. Glass as Vice-Presi-
dent. He is a member of the
board of directors of the New
York Credit & Financial Manage-
ment Association, and was for-
merly a Vice-President and loan-
ing officer of The Public National
Bank and Trust Co. of New York,
He will be located in Sterling’s

(1601) 13

42nd Street and Lexington Ave-
nue office,
% Ed

Dr. Antonio Pisani, recently
elected “Outstanding General
Practioner of the Year” by the
Medical Society of the State of
New York, died on Oct. 14 at St.
Vincent’s Hospital, New Yeork. On
Sept. 9,.1954 Dr. Pisani was hon-
ored for completion of 50 years as
a trustee of the Italian Savings
Bank and East River Savings
Bank, both of New York City. Dr.
Pisani was keenly desirous of
suitable educational opportunities
for the children of Italian immi-
grants, and gave unstintingly of
his time and counsel in public and
educational activities. A member
of  the lecal School Board No. 1
from the date of the consolidation
of the City of New York, he
served as a Commissioner of the
Board of Education from 1909 to
1917. He was President of the
Italian Educational League, and
active in the Council of Adult Ed-
ucation. In 1913 Victor Emanuel
111, King of Italy, conferred upon
him the title of Caevalier cf the
Crown of Italy, in recognition of
his loyal service to his fellow
Italo-Americans. The Doctor was
a graduate of the College of Phar-
macy of the City of New York and
the College. of Physicians and
Surgeons, Columbia University. -
* * * : f
We are advised that after all
the legal channels are cleared, the
name of The Westchester Bank &
Trust Company of White Plains,
N. Y. will be changed to “National
Bank of Westchester” as of Oct.
29. This bank will open for busi-
ness on Nov. 1, 1954, under its
new name. o
* & ,
The Hayes National Bank of
Clinton, N, Y, reports an increase
in its caiptal of $75,000 as a result
of a stock dividend of that
amount, bringing the capital up to
$150,000 on Aug. 31 as compared
with $75,000 previously. !
* * Ed

The Morristown Trust Company
of Morristown, N. J. plans to in-
crease its capital funds by $40,000
through payment of a year-end
dividend in stock. Similar action
was taken last December. The
present proposal would raise the
bank’s capital stock from $920,000
to $960,000 and may be followed
by like action next year when the
capital stock would reach $1.000,-
000. According to a letter mailed
to its stockholders, the bank plans

to increase the number of its
shares outstanding by. 2,000 this
December through payment of a
stock dividend of one share for
each 23 held. Par value would

Continued on page 20

Not 4 new issue
INOt a4 new Isstic
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-+ This announcement appears for purposes of record only. These shares have not been-:

and are not being offered to the public.

194,590 Shares

The Bristol Company

| ~ Common Stock

($25 par value)

The sale of the above shares privately has been negotiated by the undersigned.

FOUNDED 1890

J-G.-WHITE & COMPANY

INCORPORATED

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

o

RPN o P
Pee—r )



14 (1602),

~Consumer Credit Needed
| For Expanding Markets

By ROBERT R. DOCKSON~*

Head, Department of Marketing
University of Southern California

Prof. Dockson, stressing forces which increase the nation’s
capacity to produce, points out that in order to provide ex-
panding markets for increased preduction, consumer credit
will be needed in future as in the past. Makes estimates of
rise in future consumer credit and concludzs consumer debt is
nothing to fear or to shun away from, for ‘without it our
markets will confract and our living standards will drop.

The title of the subject assigned
to me for my part in this credit
-conterence, “Consumer Credit in
an Expanding Market” immedi-
ately -raises
several ques-
tions that
might serve as
an outline for
our discussion.
The first
question we
should at-
tempt to an-
swer is wheth~
er or not we
are in an ex-
panding mar-
ket. If we are,
we should be
concerned
with how long
the expansion is likely to continue
as well as the heights we might
look forward to attaining. If sat-
isfactory answers can be given to
these fundamental  questions, we
can then turn our attention to a
few of the problems relating to
the more pertinent part of today’s
topic—consumer credit. It is here
that we might examine the pos-
sible relationship between the fu-
ture level of economic activity
and credit. The question of the
adequacy of the formulas we em-
ploy to identify the danger point
of consumer credit will be raised
and then, a forecast for the years
ahead,

At the outset, I would like to
make one point very clear. In my
opinion the American free enter-
prise system has not, as yet, dem-
onstrated that the business cycle
‘is a phenomenon that American
-business needs no longer fear. It

Robert R. Dockson

*An address by Prof. Dockson  before
the National Consumer Credit Conference,
Los Angeles, Cal., Oct. 8, 1954,

is true we now possess a number
of built-in stabilizers and we have
developed a theory of control that
might well serve as a dose of pre-
ventive medicine if and when it
becomes necessary to fill a pre-
scription. As yet, I do not believe
that either the stabilizers or our
meory has been put to a signif-
icant test. Our economy has not
had an opporturity to perform in
a peaceful world during the post-
war years. Perhaps it never will
again“but we must continue to
bear in mind that a large propor-
tion of our total production never
enters our private markets be-
cause it is still being directed into
military channels. The real test
of the stabilizers and our theory
will come when and if this pro-
duction is free for goods and serv-
ices that can be pumped into our
commercial channels of distribu-
tion. Whatever we do we must
avoid complacency concerning our
ability to prevent a serious down-
turn in economic activity and we
should make plans to cope with
all kinds of contingencies. This
note of concern is offered at this
time because I am afraid you will
consider me a rather wild op-
timist - before this meeting is
adjourned.

Factors in Nation’s Capacity to
Produce

In order to have some idea of
this nation’s future capacity to
produce, I have developed a cou~
ple of economic models covering
each of the next 16 years. One of
my models has been constructed
on the assumption that we are
likely to have full employment
with a “frictional” unemployment
of approximately four million by
1970 while the other model as-
sumes an unemployment level of
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aporoximately 8% - or over 6l
million people by 1970. ‘Although
no one can be certain what would
be politically “tolerable,” it was
assumed that anything in excess
of 8% of our labor force unem-
ployed would bring us close to
what the Joint Economic Report
of the Congress has termed dan-
gerous and unacceptable. Each of
the models was designed to take
into account the interrelationships
of six broad economic variables:
the povoulation, the size of the
labor force, employment, unem-
ployment, productivity and the
average work week. It is impos-
sible to reveal in any great detail
at this meeting all of the steps
taken to arrive at my conclusions.
It will have to suffice to point out
that the conditions of employment
just mentioned were accepted as
the controlling variables and thus
determined the range within
which theoretical levels of our ag-
gregate production-would occur.
After taking into account the trend
found in each of the six economic
factors affecting the size of our
markets the estimates for 1970
were first made and then esti-
mates were undertaken for each
of the intervening years.

In order to appease the person
concerned with world conditions,
it is necessary to make certain
assumptions regarding the inter-
national situation., Since this sit-
uation is so guestionable, I sim-
ply exclude the possibility of a
sudden and drastic curtailment of

our armament program as well as .

the possibility of mounting inter-
national tensions which will re-
quire a  stepped-up program  of
national . defense expenditures.
Therefore, my assumption regard-
ing defense spending is‘that our
present efforts toward prepared-
ness will continue for several
years, Any change in this impor-
tant external variable will, of
course, alter my conclusions re-
lating to the future level of our
total national expenditures.

Even though an attempt was
made to employ conservatism
throughout the analysis, the re-

sults of the research unmistaka-"

blv pointed to an upward trend.
This year the total value of all
the newly produced goods and
services’ will range somewhere
between $354 and $357 billion,
down 2 to 3% from the $365 bil-
lion of last year. By 1960 the
level of our business activity when
measured in statistics comparable

¢
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to. the current ones, will range
between $415 and $422 billion, by
1965 my crystal ball foretells a
level between $480 and $500 bil-
lion, and by the end of 1970,
16 years from now, we can antici-
pate a level of spending ranging
from $595 to $629 billion.

These estimates of the future
level of business represent an op-
portunity for a substantial ad-
vance in our living standards. On
a per capita basis our production
will increase approximately $800
by 1970 in terms of real goods or
services, After making an allow-
ance for the share of production
that flows to government and
business, this means that on the
average each family unit in the
United States can have available
before taxes, approximately $2,000
to $2,600 more than it does at
present, Converted into real terms
it means that. each family could
possess an additional automobile,
a kitchen full of new appliances,
an additional room on the present
house, a small cabin in the moun-
tains, or some combination of real
goods equivalent to this predicted
increase in dollar income. If our
markets are expanded as much
as is indicated, the impact upon
consumer credit will be substan-
tial. In fact, consumer credit is
one of the instruments that will
have to be used freely if our
markets are to exnand as much
as I have indicated.

Why- Consumer- Credit. s -Needed

I would like to-take a moment
to offer a word of explanation of
this. Total svending determines
the level of our aggregate mar-
kets or output and in turn, is the
determinant of total income.
Spending is carried on principally
by governments, businesses, and
consumers. If a reduction in
spending occurs in any one' of
these categories, it must be offset
by an increase in one or both of
the other two if total production
js to remain the same or increase.
The interrelationships between
the various types of exvenditures
are extremely complex but if, for
the purpose of illustration, we as-
sume no change in the exvendi-
ture of government and business,
spending by consumers will have
tn increase if aggregate produc-
tion is to move forward. This
raises the question as to how con-
sumers can increase their outlavs.
The usual answer is that con-
surers must increase their pro-
durtivity, This answer would be
auite adequate if for any given
period of time. all consumers

‘snent all of their income to pur-

chase goods and services. Actually
all consumers do not spend all of
their income. Manv. particularly
those in the higher income brack-
ets, ‘prefer to direct a share of
their funds. into liquid assets of
one type or another. Under the
assumptions I have made, an out-
let for the unspent income is nec-
essary if the aggregate level of
our markets is to be raised. One
of the most important outlets is
consumer borrowing. For the past
few years, such borrowing has
been an integral part of the
flow of purchasing nower. Without

~it, it is difficult to believe. that

the high level of consumer buv-
ing could have been maintained.
It amounts to a transfer of funds
from those who nossess a propen-
sity to save to those who are de-
sirous to spend and is the only
way that consumer expenditures
can approximate aggregate con-
sumer income. This reasoning
leads to the conclusion that if we
are to experience a period of ex-
pansion in our markets. we must
anticipate a period of further ex-
pansion in consumer credit.

Some analysts point to various
ratios to prove consumers have
already overextended themselves
while others. select another set of

. ratios to prove the olausibility of

consumers going still further into
debt. I believe specific standards
of the traditional type are inade-
quate as indicators of whether or

not: the -absolute level of aggre=
gate consumer debt has reached
the danger point. The historical
relationships of consumer debt to
such aggregate data as disposable
income, discretionary income, net
worth, liquid assets, total income
or total production cannot be used
with any degree of accuracy to
explain the present levels or to
predict the future levels of ‘con=
sumer credit.

There are significant weak=
nesses in each of the numerous
ratios employed as norms for the
level of consumer debt but we
cannot explore them -all at this
meeting. Instead, we might list
eight of the major factors that
will affect the level of consumer
credit over the next 16 years.

The data that have comé out of
the studies on consumer finance
conducted by the Federal Reserve
System show that the distribu-
tion of income, for example, will
have a greater influence on con-

sumer debt than will the aggre-

gate level of income.

In early 1954 about 55% oNr
families owed some short and ihe
termediate term consumer debt
while the other 45% owed none,
The data reveal that a greater
percentage of the families in the
upper income branket nossess debt
in excess of $500 than in ‘the-
lower income groups. For exame
ple, 7% of the families with an
income of less than $2,000 had,
last year, a debt of $500 or more,
while 34% of the families with an
income ranging from $5,000 to
$7,500 had a debt in excess of
$500. These statistics lead to the
conclusion that aggregate income
could rise and we might or we
might not have a change in the-
amount of consumer debt out-
standing. What would occur would
depend partially upon the way
the increase in income is dis-
tributed throughout the various
income groups. £:&

‘What Consumer Credit Represents

It seems rather important for us
to realize that every dollar of
consumer debt represents an ex-
tension of credit to a household
or to an individual. If all the fac-
tors of production are not em-
ployed, then the only issue from
the lender’s side is whether or
rnot the individual loan is sound.
If all the individual loans ex-
tended under conditions of less
than full employment are sound"
then they will be sound in the-
aggregate. If the economy is oper-
ating at a level of full employ-"
ment any expansion of consumer
credit regardless of the soundness
of the individual loan; will in-
crease money income in the ag-
gregate but not real income. The
result would be inflationary and,
thus, an increase in prices could
be anticipated.

Tre attitude of consumers is a
third factor affecting the amount
of consumer credit extended for
any given period of time. Again,
the Federal Reserve Board’s Sur-
veys of Consumer Finances serve
as a guide. Whenever the con-
sumer has expressed a belief that
he is worse off currently than he
was a year earlier, his purchases’
of durable goods and his use of
instalment credit have declined.”
Before the consumer is willing to"
assume ' additional instalment’
credit responsibilities, he wants to
feel optimistic with regard -to his
financial position and outlook. As
the years go by the consumer has
changed his attitude toward cred-
it and as it continues to change,"
the demand for such credit will
also change. Many persons who
would not have purchased any--
thing on credit 3 few years ago
are quite willing to use this me-
dium- of payment currently. Thus,
attitudes play a significant role.

The amount of liquid assets held
in the aggregate also will have
an effect unon the amount of con-
sumer credit extended. Commer-
cial banks, the Lolders of the ma-
jority of liquid assets, are the
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“the
_eighth factor influencing the de-
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most important source .of instal-
ment credit and as long as the
demands for funds for other uses
are not pressing, they will seek,
on a competitive basis, instalment
credit outlets,

Forces Influencing Demand for
Consumer Credit

Because the greatest “share of
instalment credit is extended for
the purpose of purchasing con-
sumer durable goods, the stock of
such goods held by consumers is
the fitith factor 1T would like to
mention as influencing the de-
mand for credit. As the stock of
such goods . increases, there will
be a tendency for demani to
slacken and, thus, a fall in the
demand for consumer credit. Dur-
ing the postwar years, there has
been a tremendous increase in the
supply of consumer durables and
most of the backlog in demand
has been met. To the extent that

this is true, there will be a ten- -

dency for credit to be limited by,
first, the amount of durables nec-
essary to maintain' the present
stock. and second, the amount re-
quired to accommodate the growth

in marriages, . households,  births,

the shift in desires, ete.

The demand for consumer cred-
it is also influenced by the num-
ber of spending units that move
into the higher income brackets.
The changing importance of dif-
ferent sources of income has
played a significant role in in-
fluencing the incomes - of the

spending units and, thus, it has -

had - an effeet upon the income
bracket in which the unit is
placed. Wages and salaries have
risen at a much faster rate than
has property income. As a result,
a larger proportion of’our total
population has moved ‘into waoat
might be considered the middle
income brackets. In 1946 for in-
stance, 31% of the spending units
of the United States were in the
income bracket ranging - from
$3,000 to $7,500. By 1953, 53% of
our spending units had moved in-
to that bracket. Since it is the
spending units in this bracket that
are the source of the majority of
consumer borrowing, an incresse
in the number paves the wav for
an increase in consumer debft,

Indirectly, the prices charged
for goods and services will also
affect the demand for consumer
credit. If prices seem too high to
the consumer he will be reluctant
to purchase durables regardless of
the credit terms offered. This re-
lurtarey, if it is evfficientlvetrong,
will be met by lower prices and
an ‘incvease in the dermand for
consumer credift will follow.

The terms of credit offered bw
landing in~tituticone i~ the

mand for credit. We have learned,
for example, that effective de-
mand for nrew houses can h=

_turned on and off like a swigot

depending unon the terms of
credit. When high interest rates,
large down payments, and large
monthly pavments are asked,
many potential purchasers are
taken out of the market. When
these terms are reversed, new
purchasers enter and the demand
for consumer credit soars.

These eight major factors af-
fecting credit either directly or
indirectly should be sufficient for
us to realize there isn’t any single
ratio or norm that can be em-
ployed to determine the adequacy
or inadequacy of the level of total
consumer credit.

‘To worry about the absolute
level of -total consumer -credit

without taking into account the.

aggregate level of our markets is
similar to passing judgment upon

: a university after observing the

performance of one professor in
a single classroom.
credit is only one of the instru-
ments we have available to make
the entire economy function. Its
performance should be evaluated
in the light of what is happening

- to the overall picture.

Consumer .

The Employment Act of 1946
set up- “full employment” as one
of the desired goals of our econ-
omy. If we are successful in our
efforts to -keen employed all of
our resources then the predictions
I offered in the beginning of this
talk regarding the future level of
our aggregate markets are not out
of line. If the markets expand,
consumer credit will also expand.
This is not to say that such credit
will expand at a constant rate. It
will pass through short-term cy-
cles when repayments will exceed:
extensions as our overall activity
fluctuates and as the role of the
different types of purchasers of
our production shift in their rela-
tive importance. However, if we
adhere to our objective of main-

taining: “full employment” and
use 'the tools with which we are

aggregate consumer credit will be
upward.

" Just how much we might ex-
pect consumer credit to rise as our
markets expand, is an extremely
difficult question to answer with
any degree of assurance. All of
the various factors play a role,
and it is the interplay of them all
that produces the final answer. At

the end of July of this year, total”

outstanding short and intermedi-
ate term consumer credit amounted
fa $27.8 billion.. If the trends that
are working in each of the factors
mentioned continue and if we are
able to attain the production lev-
els I predicted earlier in_ this
talk, we might well anticipate a
leve]l -of consumer credit ranging
from $32 billion to $35 billion by
1960, one. of $43 billion to %47

billion by 1965, and one of $60

These figures may be startling to
some of you. They are, of course,
only estimates to emphasize the
direction consumer credit will
take if .we are able to live up to
our .objectives as outlined by our
own Congress. Consumer credit
or debt, depending upon' the way
you look at it,.is nothing to fear
nor is it anything to shy away
from. : The task ahead ‘is to use it
as intelligently as we can in order
to make it serve us. Without it,
our markets will contract and our

living standards will drop.

Daniel Weston Adds

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif. — Her-
man B. Rothbard has been ‘added
to the staff of Daniel D. Weston

[ (1603) 18

1

Greenwald Go.To - -
Admit New Partner

Greenwald & Co., 1441 Broad-
way, New York City, members of
the New York Stock Exchange,
on Nov. 1 will admit Louis L.
Maltz to partnership. Mr. Maltz
in the past was associated with
Zuckerman, Smith & Co.

Now With Shillinglaw,
. Bolger .

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—George E.
Wright has become associated with
Shillinglaw, Bolger & Co., 120
South La Salle Street. Mr. Wright
has been in the investment busi-
ness in Chicago for many years,
recentuyy witn Ames, Emerich &

Co. and Dempsey & Company.

acquainted ‘the secular. trend of billion to ' $63 billion by 1970. & Co., 118 South Beverly Drive.

Cash and Due from Banks. ..,.......
U. S. Government Obligations. ... ...,
State, Municipal and Public Securities
Otiher Bonds and Investments

Banking Houses Owned
Customers’ Liability on Acceptances. .
Accrued Interest and Accounts Receiv-

' : TO Séme YOu.‘Bfetter |

Two time-honored names in banking have become one « « «

CHEMICAL CORN EXCHANGE BANK

.« . now that the merger of Chemical Bank & Trust Company and Corn Exchange
Bank Trust Company has been consummated.

For more than a century each of these institutions has been identified closely with
the economic growth of the nation and the development of New York as the world’s
most important financial center.

No two banks could better complement each other. Their merger creates a branch
banking system of 98 offices conveniently located in all five boroughs of New York
City, with capital funds of more than $187 million and resources of $2.9 billion.

We value highly the many thousands of customers who have grown steadily closer to
us over the years. To these old friends and new ones we now offer expanded facilities
—and, with a larger staff, we shall continue the high standards of service which
have characterized Chemical Bank since 1824 and Corn Exchange Bank since 1853.

Whether you bank primarily for business purposes or personal convenience, whether
you are engaged in world trade or in conserving the assets of an estate, whether you
need a large business loan or a small personal loan — you will find what you seek through. ,
any office of Chemical Corn Exchange Bank.

oo Condensed Flalemenl o/ Condilion . . ...
At the close of business October 15, 1954

ASSETS

730,304,475.33
847,909,130.64
308,293,939.22
8,298,414.36
938,882,934.14
9,081,956.35
43,688,728.16

8,035,219.16
587470138
§2,900,369,498.74

‘LIABILITIES

Capital Stock ;oo sooeds s wvnns
Surplus
Undivided Profits

v

Reserve for Contingencies

Reserves for Taxes, Kxpenses, ete.. . ..

Acceptances Qutstanding (Net)

Othet Liabilities. . . i vovsei giicanisas

Deposits

Securities carried at $252,809,650.55 in the forcgoing statement are deposited to secure public funds and for other purposes required by law.

Chairman
N. BAXTER JACKSON

Vice Chairman
JouN R. McWiLLIAM

President
HarorLp H. HELM

Executive Vice Presidents

Isaac B. GRAINGER

E. Herrick Low

GiLserr H. PERKINS

CHEMICAL

CORN EXCHANGE

BANK

Founded 1824

Member Federal Deporit Insorance Corparation

Lo $042,940,000.00

127,060,000.00
17,697,685.16

$ 187,697,685.16
7,593,251.22
10,526,783.49
48,229,429.20
3,882,446.76
2,642,439,902.91
$2,900,369,498.74
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Was Columbus the First
Man to Discover America?

By WINIFRED TICKNER and ALEXANDER WILSON*

The writers of this article endeavor to correct the impression
that Christopher Columbus was the sole discoverer of America
and advance much interesting data to persuade readers
. -of the “Chronicle” that Leif Ericsson and the Norsemen from
' Sweden, Norway -and Denmark antedated Columbus by 492
years with explorations of Vineland (Labrador), Greenland
and Iceland and coastal expeditions as far south as Virginia.
To right a wrong and in fairness to Leif Ericsson, the authors
think that Columbus Day should be remamed, and called
Columbus-Ericsson Day.

Who was the first man to dis-
cover America—by that we mean
either North America or South

America?

Winifred Tickner  Alexander Wilson-

The school history books which
we studied in the little red school
house by the side of the road
credit Christopher Columbus, the
Italian, on Oct. 12, 1492 with that
honor and this country commem-
orates his memory annually with
a holiday every Oct. 12.

But is that authentically so, when
as a matter of fact we are told
that a Scandinavian, one Leif
Ericsson, discovered America’ 492
years before Columbus landed at
San Salvador on Oct. 12, 1492,
Leif Ericsson made his discov-
ery in the year 1000 A. D., land-
ing at Labrador, the mainland of
North America, then known as
Vineland.

Columbus’ 1st, 2nd and 3rd
Voyages—Lands on One of
the Bahama Islands Not
the Mainland

After nearly 10 weeks sailing
the high seas with his three ships
Lolumbus landed at San Sal-
vador—an island in the Bahamas,

West Indies; but when he left
Spain in 1492 Columbus did not’
know where he was going; when'

" he arrived in America he did not
know where he was and when he
returned home to Spain he did
not know where he had been.

From San Salvador on his first’
voyage, Columbus sailed south-’
ward, discovering a number of

islands including Cuba and Haiti.
On his second voyage he returned
to Haiti, explored Jamaica and
other islands. His third voyage
was made in 1498 resulting in the
discovery of the mainland of
South America near the mouth

of the Orinoco River, a river lo--

cated on the northeast coast of
South America, when Columbus
at last thought that he had
reached the continent of Asia.
His fourth and last voyage in 1502
took him to the coast of Central
America,

Columbus Died Without Knowing
Where He Had Been

Columbus died May 20, 1506, a
few years after his last voyage,
ignorant of the fact that his ex-
plorations had taken him to the
portals of a new hemisphere, a
new world wherein the United
States was destined to become
the leading, most powerful and
wealthiest nation of the world less
than 500 years later.

*Mrs. Tickner, a young American
housewife, is the mother of four children.

Mr. Wilson is a writer on political and
' international problems, N :

)

Where America Gets Its Name

“America” received its name
from Americus Vespucius who
made a voyage to the coast of
South America in 1499 and it was
‘bestowed on the Western Conti-
nent by a German geographer
who published a book which con-
tained some letters written by
Vespucius giving an account of
his discoveries.

‘School Histories Do Not Empha-
size Ericsson’s Discovery of
America

The object of this article is to
point out that Columbus gets full

credit and all the glory, for dis-.

covering .America .because this is
taught in many ' school history
books without qualification while
the Scandinavian Leif Ericsson’s
name js hardly mentioned except
in a legendary or secondary man-
ner.

Varying conjectures have fixed
upon Nova Scotia or New England
or even upon Virginia, as the
scene of the earliest visits of
Norsemen to our coast. It should
be stated that the oldest Parlia-
mentary government in the world
originated in Iceland and it should
also be noted that Greenland is to
this day a possession of the
Danes and Iceland was a posses-
sion of Denmark until it became
a Republic in 1943. )

Scholars have discussed  this
mooted question without causing
credit to be accorded to Leif
Ericsson to whom credit is due as
the first man who discovered
America.

No stress was made in the his-
tory books which we studied in

school to show, that Leif Ericsson’

preceded Columbus by 492 years.
But all the honor and glamour is
accorded to Columbus, Queen Isa-
bella 'and King Ferdinand of
Spain ‘who" fitted out Columbus’
expedition.

Comparison of Columbus’ and
Ericsson’s Explorations

In comparison with Columbus’
discovery of America in 1492, it
is- contended by some ‘writers on
Scandinavian history (for in-
stance Edward E. Gray) that the
Norsemen came from Iceland to
discover and settle in Greenland
as far back as the year 883 A. D.

Iceland was settled by the Nor-
wegians from 874 to 930 A. D. and
according to Scandinavian annals
became subject to Norway in 1262.
This historian also states that Leif
Ericsson sailed for Vineland (Lab-
rador) in the year 1003 A. D.

A Saga of Columbus’ Discovery

Quoting a popular “School His-
tory of the United States,” we
find the following interesting his-
torical narrative:
. “Columbus had not the least
idea when he sailed on this voy-
age (from Palos, a seaport town
in Spain, Aug. 3, 1492) that there
was such a continent as America.
He did not start with the thought
of finding a new world. The dis-
covery of America was an acci-
dent. The design with which he
did sail was to find a passage by
sea from Europe to Eastern Asia,
called India.

“Columbus wished to find a
passage by sea to India because
the traders of Italy, who carried a

" by water.
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great deal of commerce with
India, were obliged to go from
Europe by the Mediterranean, the
Red Sea, and then overland, by
caravans, which was a very trou-
blesome and expensive way of
carrying their goods. A cheaper
and easier route was very much
wanted. .

“It may be asked why they did
not sail around Africa, and reach
India in that way. The reason was
because at that time no vessel
had ever passed around the Cape
of Good Hope, the shape of Africa
was not then known, and people
were not aware that it was possi-
ble to go from Europe to India
Geography as it was
known four hundred years ago
knew nothing whatever of North
and South America or of Aus-
tralia.- ) Tige v . R d
_“ . . Of Africa—all that was
known was a narrow strip along
its northern border.

“ . . Of Eastern Asia — then
called India and Cathay — was
practically unknown to Euro-
peans.

“Columbus who had been a
sailor from boyhood, became con-
vinced with many other con=
temporaries, . when he was about

. 40 years old, that the comman

notion that the earth was flat was
false. Columbus believed the
earth-was- a“globe and that by
sailing . westward ' from Europe
across . the . Atlantic, he would
come around to Eastern Asia.”

Leif Ericsson Precedes
Columbus by 492 Years
. Of the Scandinavian, Leif Erics-
son, it should be recorded in this
article that in the year 1000 A. D.
King Olaf Tryggvason of Norway
sent Leif Ericcson to Greenland to
proclaim Christianity. On this
voyage Ericsson “found Vineland
or Labrador.” The Norse people
who were the ancestors of the
Swedes, Danes and Norwegians of
the present day, were in closer
geographical proximity by sea to
Greenland, Iceland and the North-
ern shores of North America than
the Spanish, English or Italian ex-
plorers. '

Notwithstanding Leif Ericsson’s
earlier voyage to the mainland of
North America in the year 1000
A. D, the school history which we
studied states that the “Discovery
of the New World was made in
1492 by Columbus, to whom alone
belongs the glory.” That it was
called “America” without any in-
tention of wronging Coelumbus,
that North America was first seen
by the Cabots (John and his son
Sebastian) who sailed under the
flag of England, June 24, 1497 and
probably about the same' time by
Pinzon and Americus: sailing
under the flag of Spain.

In fairness to Leif Ericsson, the
Seandinavian should be pro-
claimed as the first man who dis-
covered America 492 years be-
fore the Italian. It would then be
within reason to designate Oct.
12 as Columbus-Ericsson day.
Honor to whom honor is due.

With Barclay Inv. Co.

(Snecial to THE PINANCIAL CHRONICLE)
. CHICAGO, Ill. — Arthur C.
Keene has become associated with
Barclay Investment Co., 39 South
La Salle Street. He was formerly
with Link, Gorman, Peck & Co.
and Cruttenden & Co.

With Reynolds & Co.
(Specinl to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Thomas G.
Meers has become connected with
Reynolds & Co., 39 South La Salle
Street. He was formerly with
Hornblower & Weeks.

Joins Fred D. Blake
(8pecial to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—William
L. Bagnard has become affiliated
with Fred D. Blake & Co., 215

- West Sixth Street, He was pre-

viously with Gross, Rogers, Bar-
bour, Smith & Co.

Reporter’s

Report

Institutional buyers remain
balky about breaking through the
3% yield level when it comes to
looking over new security effer-
ings. Their reluctance on that
score has cropped up time and
again when bankers have taken
on new material to retail at prices
cutting the yield below that magic
figure,

That sentiment has not under-
gone any marked change in re-
cent weeks became evident when
underwriters taking down New
York Telephone Co.’s triple A
rated, 35-year refunding mort-
gage bonds, repriced the issue for
public offering to return a yield
of about 2.95%.

Initial response on the part of
potential buyers was slow to say
the least.- And_sponsoring bank-
ers were sitting back hoping that
one of the large- institutions
which handles some;of the major
pension funds, would’ break the
ice and come into the market.

It was the consensus that only

_such a development appeared .

necessary to touch off a consider-
able strong latent demand for the
issue. Meantime bankers faced
the prospect of sitting with the
bonds until buyers developed a
more receptive mood.

They had some reassurance
from the fact that recent offer-
ings appear to be clearing up, al-
though the picture may not be
quite as rosy as indicated by the
recurrent - announcement of_ the
closing of the books on this issue
or that. ’

Still Bonds Around

Although the general market
situation in new issues has been
improving and is considerably
better than it was a fortnight ago,
observers say it is still possible to
obtain new issues brought out re-
cently without paying a premium
above the offering price.

The consensus seems o be that
dealers have been taking down
their allotments in given deals _for
the purpose of having seome in-
ventory on hand. In short they
have been “cleaning” the pot.

But traders report you can still
pick up such issues as Wisconsin
Power & Light, Dayton Power &
Light and Texas Power & Light,
all of recent vintage, at the offer-
ing quotations.

Continental Oil Issue

Next week will bring one of the
largest industrial offerings in re-
cent months, Continental Oil Co.’s
$100,000,000 of 30-year, sinking
fund debentures.

A negotiated undertaking, early
reports indicate that inquiry for
this large offering will prove (_le-
cidedly satisfactory if the pricing
is in line with investors’ ideas.

Proceeds will be used in part
to retire an outstanding total of
$45,000,000 in notes due to banks
with the balance to be applied to
exploration and development pro-
grams of the company.

Consolidated Edison Plans

Recent disclosure that Consol-
idated Edison Co. has arranged
a $75,000,000 credit with a group
of banks to run until next Octo-
ber indicates that the company

is determined to delay any term
financing until the market situa-
tion is to its liking. ‘

Last April the big utility filed
an issue of $50,000,000 of first and

refunding bonds with the’ Securi--

ties and Exchange Commission. It
originally called for bids early
in May but when the market

ebbed away for a spe_ll decided
to postpone the operation.

Since it has not seen fit to set
a new date, the indications are
that the above mentioned tempo-~
rary financing is designed to tide
it over until term financing s
possible in keeping with its mar=
ket ideas.

Kidder, Peabody Group
Underwrite Peerless
Casualty Go. Bffering -

Peerless Casualty Co. is today
(Oct. 21) offering stockholders
rights to subscribe. for 170,008
shares of, its common stock on the
basis of one new share for each
two shares held on Oct. 15, 1954.
Subscription price for the new
stock is $26 per share, and war-
rants expire at 3 p.m. (EST) onm
Nov. 2, 1954. . )

A group headed by Kidder,
Peabody & Co. will purchase un-
subscribed shares. oty

Proceeds from the issue will be
added to the company’s: capital
funds to enable it to carry on its
expanded business..” : “m af)
.- Peerless Casualty, which has its
home office in Keene,; N. H., car-
ries on a general casualty insur-
ance, -fire- insurance “and bonding
business.- It is qualified to write -
all' types of insurance except life
insurance. . - i : e
The company owns over 70%
of the common stock: of United
Life and Accident Insurance Co.,
Concord, N. H.

For the six months ended June
30, 1954 Peerless Casualty realized
an underwriting profit of $317,706
on earned premiums of $5,102,594.
Net profit for the six months after
Federal income taxes was $373,~
647.

Chemical Corn Exch.
Bank Formed hy Merger

The Chemical Bank & Trust
Company and Corn Exchange
Bank Trust Company have com-
pleted their merger to form the
Chemical Corn Exchange Bank.
For more than a century each eof
fhe two institutions has been
identified closely with the eco—
nomic growth of the nation and
the development of New York as
the world’s most important finan—
cial center. Their merger creates
a branch banking system of 98 of-
fices conveniently located in all
five boroughs of New York City
with capital funds of more thamn.
$187 million and resources of $2.9
billion. :

Officers of Chemical Corn Ex—
change Bank are N. Baxter Jack-
son, Chairman; John R. McWil-
liam, Vice-Chairman; Harold H.
Helm, President; Isaac B. Grain—
ger, E. Herrick Low, Gilbert H.
Perkins, Executive Vice-Presi-
dents.

Bristol Gommon Stock
Placed Privately

J. G. White & Co., Inc. has ne-

‘gotiated the private sale of 194,59¢

shares of common stock (par $25)
of The Bristol Company. The

.proceeds do not accrue to the lat—

ter as this transaction does not.
represent new financing.

CORRECTION

In the “Financial Chronicle” of
Oct. 14 it was reported that Frank
J. Shaughnessy had become as—
sociated with Coffin & Burr, Inc.
This was in error. Mr. Shaugh—
nessy has recently become affil—
iated with Coburn & Middle-
brook, Inc., 287 Park Avenue,
Worcester, Mass. 3

Floyd Koster Opens

DENVER, Colo.—Floyd Koster
is engaging in a securities busi-
ness from offices in the Denver
National Bank Building,
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Industsialization in the South

And Prospects for Steel Industry

By L. S. HAMAKER*

General Manager of Sales
Republic Steel Corporation

After pointing out the recent rapid industrial development :of

the South, Mr. Hamaker predicts an upturn-in the steel busi--
© mess dnmg last quarter of 1954. Holds current business slump

has- already- reached-botiom and looks for steel business in

- 1955 to be:more -evenly distributed. . Foresees a renewal of

expalded capacily in the steel industry by 1960,

s Anyone who -will’ sit baek and
Rake a long leck:at the future of
the Ameriean economy and par-
'hcularly of “the: South will find
*  some relief

" from the trials

and tribula-

lations' of to-

.day.. In fact

the longer

range outlook

--is 80 . promis-

~ing. that -to-’

day’s .prob-
"lems seem
trivial. I know
how you have
been har-
assed by im-
‘ported steel in
certain lines
at prices no
Amencan product can meet, yet I
‘believe this situation has passed its

L. S. Hamaker

‘peak. The European steel industry, -

in the Western nations at least, is
prospering. There is no longer
the same compulsion for European
‘mills to dump steel products in
this country. While the billions
fn American aid were a vital fac-
tor in tiding Eurepean nations
over the first post-war years, it
now appears they are beginning to
operate under - their own power
and it seems no longer true that

.when America sneezes Europe gets

Pneumonia,

The industrial development of
the South in the past 15 years or

50 has been simply amazing and
“will continue at ‘an accelerating

rate as industries everywhere ac-
quire a better understanding of

‘the advantages the South has to
- offer.

We are trying to adjust
our southern operations to the
change we see coming. You may

.have read in the papers recently

that Republi¢ purchased the in-

- wentory and equipment of the Fol-

Jansbee Steel Company. We are
Zoing to move at least one of the
continuous sheet mills to Gadsden,

“install a mill to provide hot-

rolled coils for it and thus estab-

. Xish the nucleus for what may ul-
_timately be a large and modern

operation for the production of
flat-rolled steel. on continuous
mills. This may induce manu-
facturers of certain sheet-consum-

. ing products, such as major house-

hold appliances for example, to
take another look at establishing
southern plants, a. move they
might have made long ago had a
source of sheet steel in adequate
widths been available, Certainly,
the trend is toward more and

. Jarger industrial communities in

the South—and more and larger
stocks of steel in warehouses,
Along with the industrial revo-
Yution  in the South has come a
revolution in agriculture, away

- #rom the one or two crop economy

of cotton and tobacco to meat,
poultry and dairy products Since

" 1920 farm income in the South has
- dncreased from $2 billion to more
. than $10 billion, and that is only

the beginning. The South has

‘ great advantages in grass crops,

" . the cheapest feed for animals, be-

. cause you have good rainfall
- throughout. the year and a longer

growing season than other parts

" of the country. There is little

question that southern beef cattle

*From an, address by Mr. Hamtker be-.
€ore the Southern District 6f the Ameri-
can Steel Warehouse Association, New
Or{euns, La‘, Oct. 2, 1954." -

gitized for FRASER
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‘ploited in this area.
we have a very fine new movie on -

‘belabor the point.

people have relied directly or in-:
-directly on southern agriculture -
for - a -large -proportion of your.

_w:ll eventually make it impossible
for western range cattle. to. com-:

pete in the market, once grass-
land - farming * is ‘properly ex-

grass as a crop which is available
to ‘any. of you. It contains' vir-

tually no advertising. Grass means

animals and animals mean fence
and ‘we didn’t -think we had to

business in the past and let me
assure you that you have nothing
but a more prosperous farm com-
munity to look forward to in the
future, with steadily rising in-
come and a higher standard of
living and spending.

An Optimistic Outlook

I make no claim tq being an ex-
pert on agriculture but we have
them in Republic and the things
they tell us make some of the po-
litical weeping and wailing over
the plight of the poor farmer
sound a little bit forced. The in-
come of the American farmer,
considered as a whole, is three
times greater than 13 years ago.
Since 1939 corn yields have
jumped 50% — potato yields are
double. Hens produce a . third
more eggs—cows a fifth more
milk. In the past 13 years farm
production has risen 40%, using
17% less labor, You may not real-
ize that seven babies are being
born in this country every minute
of the day and night. By 1960 the
population will be at least 175 mil-
lion. In seven years every farmer
in this country will have twd
more stomachs to feed. And when
the great crop of war babies en-
ters the marriage market in the
early 1960’s the figures get astro-
nomical. Count nine seconds on
your watch—another child is born.
One hundred and fifty new Amer-
ican consumers have entered the
world since I started to talk. The
farmer has temporary troubles I
admit. Some localities have suf-
fered from droughts and surpluses
and other things. But the long-
range outlook for the American
farmer is tremendous. He can’t
miss. He is already the largest
single market in the United States
and those of us who produce for
him and sell to him will beé stupid
indeed if we fail to share in his
growth,

On the industrial side, the South,
though still in the early stages of
its ultimate development, is nev-
ertheless coming of age. No longer
is it possible for a manufacturer
from the North or anywhere else
to move South and regain his fi-
nancial health through Ilower
wages and lower taxes. The wage
differential between northern and
southern workers has largely dis-
appeared; in the steel industry it
has disappeared completely. If
lower taxesstill prevail in spots, in-
creasing industrialization will
force them upward because of the
increased public services of all
kinds that industry demands.

The real magnets drawing in-
dustry south are the wealth of
natural advantages that exist in
this part of the country, Low
cost power, an ample supply of
cheap' coal, but most of all an
abundance of water. Water is be-
coming the limiting factor on

further growth of many industrial
cities in the North. The cities on
the Great Lakes ‘have nothing to
worry' about and.all. of them are
experiencing steady - industrial
growth, but the inland cities, and
there are many of them in New
York, Pennsylvania, Ohio, Indiana
and Illinois, are all having the
alarming experience of a steadily

falling underground- water. table -.
.which is automatically calling a
-‘halt on.industrial ' expansion. of

many kinds. -
Industry reqmred tremendous‘.

- - quantities of water. It takes 65,000

gallons .of . water, for example to:
make a ton of steel,"and while we-

put most of it back. it must be-
available in the first place. Our-

Cleveland plant uses mere water.

-every day  than is’ consumed for
Incidentally, .

domestic purposes -by : the entire
Cleveland metropolitan . area of’
1% million people.
- The South is liberally endowedt
with water. Rainfall runs from 31-
inches in Texas to 55 inches:in?

] _Louisiana, and in some sections:
Many- of -you -

70-to-100. inches.- The national.av-’
erage is 30:inches. Large unde-’
veloped water reserves remain in.
all parts of the South and they
will prove increasingly attractive
to industry -as the situation in
northern industrial states becomes
more acute, What this.twin de-
velopment of industry and agri-
culture will mean to you people
who are equipped to serve both of
them I leave to your imagination
and I don’t think it requires
much vision to establish your place
in the picture. Bureau of Census
figures show, for example, that
while the volume enjoyed by steel
distributors nationwide, rose 3.5%
in 1953, in the South Atlantic
States the gain was 19.5%.

As to the outlook for the whole
economy, we are optimistic. Our
economists think the slump we
have been wrestling with for the
past year or more definitely bot-
tomed out this past summer and
the moderate upturn we will en-
joy this fall is not a seasonal flurry
but a genuine change in direction.
In Republic, and I suppose in most
large corporations, our- treasury
people require us to maintain a
six-year running sales forecast, so
they can plan for the raw materi-
als and other developments needed
as well as consider expansion of
capacity and estimate their re-.
quirements for working capital in
advance of the actual need. This
forecast is made with great care
and in great detail. We study the
outlook for each major steel-con-
suming industry, automotive, ag-
riculture, railroads, building, pe-
troleum and many others to arrive
at the probable total consumption
of steel in any given year. We
know what our percentage of the
total is or should be and we can
thus predict Republic’s probable
rate of operation.

Steel Industry in 1955

Our studies show that while 1955
may be only a slightly better year
than 1954 in terms -of total steel
produced, the business will be
much more evenly distributed
over the year, We will likewise
not have the tremendous load of
steel inventory overhanging the
maket, as has been the case dur-
ing the past 15 months. We esti-
mate that steel consumption will
exceed steel production this year
by at least 4 million tons, the dif-
ference coming out of mventory
Fortunately for us, inventories
don’t last forever.

ter 1955 the trend is steadily
upward through the rest of the
1950’s and it is our belief that by
1960 the steel industry may. very
well be considering plans for still
further expansion. The first half
of the sixties will be a period of
tremendous business by our cal-
culations with total volume reach-
ing heights we have never before
approached. Even the nearby out-
look contains plenty of grounds
for optimism. Consumer . dispos-
able income after taxes is only

two or three percentage points
below last year’s record high. One
group of economists who -advise
with us regularly predicts that

consumer ‘spending will reach an -~

all-time high sometime during the
nine-month period  beginning to-
day. If it does, none of us will
have too. much to worry about by
this time next year.

comes, next month, next year and
in the big- years.beyond..

You and .I both spend ‘entirely™

too- much of our valuable time
worrying about how someone con-

' nived a lower truck rate on nails.
or: some. ‘equally -profound prob--
lem.. Don’t let these little annoy--

ances of-a competltlve period ob-

scure: your: vision. of the big de-.
.velopments- just” “over-the honztm .

particularly big-heré fr the South.:
Lift ‘up: your chir~and*take a:"
longer look “at-things a-little far-.

ther away. A little thinking and
dreaming and mental planning for

this future is like a breath of fresh-
air. It makes you glad to be alive-
in a time when the most produc-.

tive nation on earth stands on the

threshold of one of its greatest

eras of development.

Bond Club of N. Y.
To Hear Sen. Smith

United States Senator H. Alex-
ander Smith, (R.-N. J.), will ad-
dress The Bond Club of New
York at a luncheon meeting to
be held at the Bankers Club on
Tuesday, Oct. 26, Ranald H. Mac~
donald, Dominick & Dominick,
President of the club, has an-
nounced,

Edward D. Jones Co.
To Admit To Firm

ST, LOUIS, Mo.—Edward D.
Jones, Jr. will on Nov. 1 become
a partner in Edward D. Jones &
Co., 300 North Fourth Street,
members of the New York and
Midwest Stock Exchanges.
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Frank Crerie & Co.
‘Opens N. Y. Office

Frank H. Crerie & Co., Inc. has
announced the opening of their
New York office at 19 Rector
Street. This company is'an affili-
ate of Crerie

* & Co., Electric
‘The warehouse business.and the

steel  business are much. alike in-
that they reflect the general state -
of economic. health.rather than-:
influencing- it very much. The-
signs of an upturn are unmistak--
able and all.we have to do is keep-
ourselves in readiness to.deal with-
the .increased ‘business. when it

B u'i'l ding,
Houston, Tex.;
which . started -
out in 1951 as.
a distributor
‘0of mutual
funds' andin
the Houston
area, before
entering secu- g
rity under-
wrliting in
1953, -

Since then, :
Crerie &, Co.
‘participated
in a humber of underwritings, in-
cluding Standard Uranium Corp,
common, the first uranium devel-
opment issue-to be publicly of-
fered after filing a full registra-
tion statement with the SEC.

Frank H. Crerie, President of
both the Houston and New York
firms bearing his name, believes
that the opening of this New York
office will importantly expand
the underwriting and dxstrlbutmg
facilities he has developed in the.
Gulf South:

Baxier, Williams Opens
San Francisco Branch

Baxter, Williams & Co., dealers
and underwriters of investment
securities, with headquarters in
Cleveland, announce the opening
of a branch office in San Fran-
cisco at 605 Market Street, with
William P. Meyer as resident
manager. This office is the seventh
branch established by Baxter,
Williams & Co. since the founding
of the firm on Feb. 1, 1952.

Prior to joining the Baxter,
Williams organization, Mr. Meyer

Frank H. Crerie

.served as investment analvst for

the Employees’ Retirement Sys-
tem of the Territory of Hawaii,
selecting and handling all its in-
vestments while the fund in-
creased from $18,500,000 to $80,-
000,000. A graduate of the Munici-
pal College of Chicago, he taught
in the Chicago Public School Sys-

. tem until 1928 when he entered

Grabtree, McLaughlin to
Be Baker Weeks Parins

MONTREAL, Que., Canada —
Herbert K. Crabtree, member of
the Montreal and Canadian Stock
Exchanges, and Arthur A, Mc-
Laughlin on Jan. 1 will become
partners in Baker, Weeks & Co.
of New York, members of the New
York Stock Exchange. Mr. Crab-
tree and Mr. McLaughlin are
partners in Crabtree & McLaugh-
lin of Montreal.

the securities business. He was
appointed accountant-investigator
with the Securities and Exchange
Commission in 1935, entered the
Army Air Force in 1942, and was
relieved from. active duty in 1944
with the rank of Major.

Joins Equitable Secs.
(Special to THE FINANCIAL CHRONICLE)
NASHVILLE, Tenn, — Marvin
Demanzuk has become associated
with Equitable . Securities Corp.,
Whitney Bank Building. He was
formerly with'Scharff & Jones,
Incorporated. o ‘
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Connecticut Brevities

The Stanley Works Company of
New Britain is purchasing H. L.
Judd Company of Wallingford, a
leading manufacturer of drapery
and household metal hardware.
The Judd firm is about 125 years
old and presently employs 800, of
which 600 work at the Walling-
ford plant and the remainder at
the New York City sales office
and a branch plant in Chatta-
nooga, Tenn. Stockholders of
Judd voted Oct. 6 to approve the
sale to Stanley of the entire as-
sets, to be operated as a division
of Stanley. No changes in the
management or location of Judd
are presently contemplated.

% * £ ad

“The Dorr Company, with gen-
eral offices in Stamford and lab-

oratories in Westport, hds™ an-’

nounced plans to merge . with
Oliver United Filters,” In¢. of
QOakland, Calif.,, to- form Dorr-
- QOliver, Inc. Stockholders of Dorr
and of Oliver will meet Nov..3
to vote on terms of the merger.
Acreage has been purchased in
Stamford for construction® of an
office building. The companies op-
erate in the field. of sedimenta-
tion and suspensions of solids in
liquids. - - - -- :

3 # % T J

On Sept. 1, directors of Hart-
-ford National Bank & Trust Com-
pany, Connecticut River Banking
Company and Travelers Bank &
Trust Company voted to submit to
stockholders of the-three banks
on Oct. 27 ayproposed merger
urider the charter of Hartford Na-
* tional, Under the proposed plan
A.stockholders of Connecticut River,
“75% owned by. Travelers Insur-
ance Company, will receive eight
skares of Hartford National ior
each ‘share owned and Travelers
Insurance,- which owns 100% of
. the stock of Travelers Bank, will
Jreceive 19 shares of Hartford Na-
tional for each share of Travelers
Bank, -Upon completion of the
merger there- would be- 880,000
shares of $10 par stock outstand-
ing and the total capital funds
would be about $24,300,000, mak-
ing Hartford National the larg-
_est bank in the State, .

I * *

. Cheney Brothers has recently
‘'sold to a new company, Man-
chester Engraving -Corporation,
that part of its business which in-
- cluded engraving . of rollers for
fabric printing.. The new  com-
., pany has taken over former em-

#

ployees of Cheney in that depart= -
ment. and -will“ temporarily lease.. ..

space from Cheney.- Manchester
Engraving- will do- engraving for
Cheney -and . for many textile
printing firms. .. s g

IR A R
~ The Bristol Brass Corporation
.has purchased Accurate- Brass
_Company, Inc. of Glendale, N. Y.,
an independent producer of brass

and .aluminum .forgings. - The.

present plan involves continua-

tion of operations at Glendale,

where approximately 200 are em-
ployed. The purchase by Bristol
is in line with its policy of diver-
sification and integration.
) ® w w
The path of the new cross state
Greenwich-Killingly Expressway

is such that Bridgeport Hardware-

Manufacturing Corporation must

. Thomas R. Peirsol is engaging in

vacate its present plant. The

company has signed a contrac

covering the erection of a 90,000

square foot plant in Fairfield.
* £ %

Plans have been announced for
the building of a new laboratory
to be known  as Hartford Re-
search Facility at a cost of about
$30,000,000. The new building
which will probably be located in
East Hartford will be built as a
part- of the project of Pratt &
Whitney .Division of United Air-
craft Corporation involving -de-
velopment of an atomic aircraft

engine.

# # %

In connection with its announced
plans to infroduce into the east-
ern market a new line of ,copper
and stainless’ steel kitchen uten-
sils, Bridgeport Brass Company is
tearing down a part of ifs. present

plant to make way for a new 32,-

000 square foot one-story struc-
ture to produce copperware uten-
sils. The change will cost about
$1,000,000, to be financed from
available funds. .. " .’ R

‘Smutny Nominated
By N. Y. IBA Group

Rudolf Smutny; senior partner
of Salomon Bros. & Hutzler has
been nhominated as Chairman of
The Investment Bankers Associa-
tion of Amer- vt
ica, New York
Group for -the
coming year
to-succeed
Robert W.
Fisher, . Vice-
President of
Blyth & Co,,
Ine. The elec-
tion will take . /
place in con- 4 -
nection with | ! :
the Group’s '
annual dinner :
at the Wal-
dorf-Astoria. .

Rl:dolf Smutny
on Thursday. ' .

[T
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MARKET ... AND YOU

By WALLACE STREETE

Rotating leadership on
moderate strength among the
various major groups — and
even including the lorig dor-
mant rails — kept the stock
.market buoyant this week.
But little significant overall
progress was made with. the-

list ‘generally doing: a bit of

backing and: filling that
“showed' a disposition' to-wait.
-on the results of the elections '
.a bit more than a week away.
* % * v .

. Rail Strength Comforting
The rail strength was
enough finally to carry the-
carrier average to a new 1954
high and the best standing,
in 24 years. Without any-
thing particular to account-
~for. it, this new strength was’
“a source of much comfort in:
Wall Street. The refusal of
the rails early this year and
again recently to confirm the
industrials’ new highs had-
been something of a brake on

" unbridled enthusiasm. :

" Quality lines like Atlantic
Coast Line, Union Pacific and
Seaboard Air Line fared best
in the rail resurgence. Union

r

' Pacific was notable in carving.

out a new high for the year,

¢ which meant the best price

label since the stock was split
2-for-1 in 1948 -and. within
easy reach of finally eclipsin

" the historic jpeak of "all-fime "

rset in'1929. Such a feat was
accomplished: by Seaboard

Royal Dutch; also-a relatively
new listing in this country,
continued active and held its
ground well between succes-
sive bursts of strength. The
sleeper in the petroleum sec-
tion could be Sunray for those

who like their oil stocks in

‘the lower price brackets. For
several years now it has held
‘within a 'six- to seven-point
range -although it has been
slowly working uphill. Week
after- week a swing of more

than -half a point is: unusual-

and for ‘the year so far has

held .in around a four-point’

band.

. * o

%
" Aircrafts were able to put

stockirig-up as the dividend
season approaches. Lockheed
and Douglas have been show-
ing better-than-average- abili-

ty to scoot ahead on periods.

of strength. Both made ap-
pearances on the new highs
list this week.
* * %
General Dynamics, for
which so much good dividend-
wise was predicted some time
back, had some trying times
over its troubles with the na-
tion’s. first atomic submarine.
At times it fell hard before
»itea_dying *up. )
= 3 *

. Mefals’ Fahg’y Behavior

*- Some * faricy: performances

E. Jansen Hunt, a partner in e arliem: this year :when it were }SCQZrEd by :the metal

White, Weld & Co. was named ‘as
Vice-Chairman,- and Richard A:
Woods, partner in Merrill Lynch,
Pierce, Fenner & Beane as the
new Secretary-Treasurer.
- Mr."Smutny is a membet of the
Governmental Securities Commit-
tee of the IBA -and-previously
served on the Voluntary Credit
Restraint’ Committee. .

- With Reynolds Co..

Reynolds & Co., members of the
New- York Stock Exchange, an-<
nounce.that David H. Appenzella¥
and M. C. William Harris are now
associated with the firm as regis-
tered representatives in  the
Chyrsler Building office, ..

T R Peﬁsél Opeﬁs:-

(Special. to THE FINANCIAL. CHRONIOLE) ~ -

- out Qf faVo_r.' '

posted its best 1954 reading..
‘where the strength- was-at-

in the recent runup of West-
ern Maryland,  the -Eastern
~carriers were still definitely"

*

" . Cement issues, largely re-

flecting the vast road building*

programs and the’ continued

high construction level, were-
particular pets. among the

traders, and posted some his+

toric high's. Marquette™Ce-

. ment, which made.its debut-

on the New York Stock- Ex-
change and the Midwest - Ex-

| ng., shares, not the least being
Except for Baltimore.& Ohio, -

some - multi-point’ runups in
Reynolds Metals. -Steels did:

. ‘tributable to a-good measure ‘well and, on general strength,-
point gains. for the bellweth-

ers like Bethlehem, U. S.
Steel and *Armco became
somewhat routine. Aluminum
shares were able to carve out
some wider -gains than those
scored by . the coppers and
both put on-a good show of
stahility overall. . .

" Bk o .
Something of a new note
.was a bit of life.in the televi-
sion -group, paced by -Zenith
and with some of the group

"going along for new highs, no’

BEVERLY HILLS, "Calif, — change this year, was a star less.than three appearing in

[

a securities business from offices
at 468 North Bedford Drive, un-

der the firm name of T. R. Peirsol
& Co. Mr. Péirsol has recently
been .associated with Francis FE
du Pont & Co.

performer, including a coupleé .
- of wide gains put back to back -

on successive sessions. In ad-
dition to posting a record high
price since its listing,- the is-
sue also regained all the
ground in price lost as a re-

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

New Haven
New York — REctor 2-9377
Hartford — JAckison 7-2669
Teletype NH 194

pitized for FRASER
p.//reser:stiouisted:orgt--_——

sult of a 1951 2V%-for-1 split.

g % ¥ %

- Oils Gain' Ground

Oils continued to give a
" good account of themselves,
' but here it was a case of dif-
ferent favorites stepping for-
ward to take over the. spot-
light from one session to the

| other.’ Sinclair;, one of the

more dormant issues in the
group for many weeks, was:
able to perk up occasionally.

thisoptimistic tabulation
simultaneously. ‘It has been
many months since the issues
in this group were that unani-
mous on strength. And it was
accomplished without any
outstanding help from the
large electrical equipment is-
sues which are also video set-
makers. They continued to
back and fill for the most.

The best life in the electrical

section was the occasional
flareups in McGraw Electric.
* Lok *®

Laggard Sections
Chemicals were the laggard

group of the week, a dour

distinction they have had for
some ' weeks now. Allied

Chemical showed far more
ability to slide backward,
even when the list' generally
was doing better, and DuPont
was highly irregular with its
momentary gains whittled -
away either within the same
session or bright and early
the following day. Virginia
Carolina Chemical conformed
to the pattern of general easi-
ness carrying it off some-10%
from its recent high.
American Telephone hasn’t
had an easy time of it ever
since its last runup to a high

for.several years. It has been

inclined to give ground, al-

-though moderately, a condi-
‘tion that persisted until early

in the week when'it started .
doing better in a modest way.

Another of the classic in-
vestment grade issues that

.had definite and continuing

trouble was Coca-Cola. It has.

up a better front at times, been prominent in new low

largely - due to' anticipatory.

territory for a couple of
weeks. now and this. week
finally made a stand- at

‘around the low of last year

which came within a fraction
of being violated. The one-,
time highly regarded issue,

“as a matter of fact, has been
laggard for a long period in

diametric contrast to the
course: taken by industrial
stock averages in that time.
Its annual low prices declined
steadily from 1947 to 1951 be-
fore ‘meeting ‘some support.
‘And in the same period the
high prices were also on
something of a steady slide
after. it reached 200 in 1946.

‘Its best this year was slightly

under 126. ‘

Also among the. casualties
was - General Stores:on the
junior exchange which in
mid-week became one of the
few issues in this period of
prosperity to acquire the addi-
tional, unhappy ticker symbol
adornment of “Q” .to denote
insolvency. The stock slid be-
low a dollar for the poorest
reading in some years, as the
company filed for reorganiza-
tion. It was only reorganized

- before as recently as 1940.

Until early this year when the
name was changed it was far
better known as D. A.
Schulte, Inc. g, 8
* * *
Post-Election.
Technical Outlook
Technically there was little
of great moment in this

-week’s action apart from the

rail - strength. The ' trading
pace continues on' the slow
side and the recent lists of
issues that trade have been
running somewhat light. New

‘highs, as the daily sprinters

go to work,. outpace the new
lows by a comfortable margin
to keep hopes high that a
spirited resumption of the ad-
vance might follow after any
temporary setback-before or
as a result of the elections.
.. [The. views. expressed in this
article do not necessarily at any
time coincide with those of the

Chronicle: They are presented as
those of the author only.]
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have shown the greatest increases.
In these, the customers need not
wait for change or wrapping.

.They can shop quickly and pay at

the check-out.door. Hence, “self-
cervice” is also helping the em-
ployment situation for the entire
nation, as well as the well-being
of eacih city. Local governments
should remember that the. retail

merchants—not the factories—are

What About Parking Meters?

Parking meters ‘are useful in
preventing “all-day parkers” from
hogging the streets: but otherwise
they have hurt retail business. A

woman leaves home with -a large

list of things she  wants to buy.

She finds a vacant parkmg space’

and. drops five cents ‘in‘ the “slot.

Then .she starts to get her sup--

plies; ‘but she is continually wor-

of the car instead of her pur-
chases. She goes home with half
of her shopping list bought.
Every merchant should fight for
free parking lots, or else lots that
provide-two-hour parking for:five
cents. In other words, cities must
not only provide parking, but
must also eliminate the worry and
hurry “of shoppers.

idea of the customer to get back

The present:

(1607)

19

qf the stores should be to keep
her in the shopping district as
long- as possible.

Krensky Opens Branch

PRINCETON, Ill. — Arthur M.’
Krensky & Co., Inc., members of
the New York Stock Exchange,
have opened a branch office in the

- Jﬁ:‘if:b:nw;e::i?“::ﬂt:nio;ggf the lifeblood of every cxty and
says, because of higher wages €V¢™Y BEkan. .
“and increasing population, 1954
retail sales should have been
higher. Ascribes reasons for de- -
clining sales to the “do-it-your-
self” trend, and to poor parking
facilities. Says every merchant
should fight for free or low-"
priced parking lots.

Hotel Clark under the manage-
ment of J. Gus Park

rying abput her car. The time home as soon as possible is abso-
goes 100 quickly. She is thinking. lutely wrong. ‘The setup: and aim:

An analysis of retail sales shows
some very inte.esting figures.
From Jan. 1 through September,
1954, sales declined about 2%
from the same
period last
year. . There,
however, was
a modest
pickup during
September.
This was due.
;- Jargely to ‘the
.- cool : weather
““and ‘to this
" yeaf’s' exten-’

sive store ad-
¢ vertising: :

" :The ‘declin€” ™
“in" 1954 has

been in the
face ‘of more’
money available for: spending

,than ever. Individuals’ savings’

are at the highest level in history:,
_ Wages also are higher, than: ever

before. Most prices are reason-

able and storekeepers are trying = .

hard to please their custemers. " - .

There should be. more custom-
ers than ever, as a result of our
net gain in population -of 225,000
eachr month, Births are increas-
ing - and ' sickness.. is decreasing.
More children are going to“school

" and are dressing better at school,:

-The only “out” is that parents do
nat- have so-much overtlme money :

. as they did.in 1953 - 5

. Reasonsior Dcclmmg Sales .’ ..
_.This meaps that certain parents' L
- have had more time to do needed °
~work at.home.. The, “do-it-your-- _-
self” industries have ‘boomed! .
. People - have “been -buying- tools, .
. paints, wallpaper, plyboard, etc,'
instead of spending the money on
movies and entertainment. Fam- -
ilies are “cooking-it-themselves” -
‘more, and gomg out’ to restaurants
less. -
Some . cities which have many
- parking. meters have trained- pa-
-rents to visit the shopping "cen-*
ters together in couples, but al- -
. ways. leaving. one " person -in- the - . ; 4 g 7 : i G > A
car to listen to the radio, or read ) 4 g s . ; . A
a picture - magazine, or ea. a’ : : ' :
- nickel ecandy bar. This growing -
snew habit has increased sales by -
drawing more people. into the .
shopping district ‘and eliminating -
. their fear of getting parking tick-
ets. Both persons can take thei”
turns shopping, and also at watch-
‘ ing the parking meter and drop-
_ping in another nickel at the right
time. Other stores have boys or © *
girls with supplies of nickels to -
watch their customers’ cars. ’

Cities Service | e
cracks wise—and well... '@

noior W. Babsoa

Poor Sales Due to Poor Parking

An analysis of sales shows that

they have varied in accordance

with parking facilities. Stores in

which customers can trade with-

out any. parking problems show

increases. The other stores have
shown decreases. Since current .
high factory employment is im-
possible to maintain without high
retail sales, it will be seen that
unemployment figures of the en-
’ tire country may be considerably
| . affected by the availability of
adequate parking facilities.
) The truly “self-service”

f s . © ..

These three catalytic crackers dominate the skyline of our Lake Charles, -
Louisiana, refinery which normally processes 175,000 barrels of oil every day.
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News About Banks and Bankers

remam unchanged at $20 a share,
Stockholders are asked to act on
the proposal at a special meeting
on Nov. 4. George Munsick, Pres-
ident, explained that the dxrectors
were prompted to recommend the
plan by the growth of the bank’s
business. At the end of last June
“ The Morristown Trust Company’s
total deposits were $27,730,000,
compared with $26,457,000 on June
30, 1953 and $19,560 000 at the
same date in 1948. Based on the
present market price of the bank’s
stock, the proposed stock dividend
would be equivalent to about
$1.67 per share. - When a similar
increase in the capital accounts of
the - 62-year-old  institution oc-
curred last December capital and
surplus were each enlarged from
$880.000 to their present $920,000.
. If the proposal is voted and ap-
proved at the Nov. 4 stockholders’
meeting, and approval is obtained
" from the State banking authority,
each of the bank’s 680 stockhold-
ers will be notified of the number
. of any full shares and the amount
, of any fractional interest to which
he will be entitled by reason of
the stock dividend. Arrangements
are expected to be made by the
trust company for the purchase or
sale of fractional interests with-
out cost to the stockholder, as was
done last year. .
* % *®
. Stockholders of National State
"Bank of Newark, New Jersey, at
.a special meetmg on Oct. 19 ap-
i proved a change in the par value
“of the bank’s capital stock to $25
a share from $100 a share and an

increase in the number of author-
ized and issued shares to 125,000
shares from 20,000 shares. W.
*Paul Stillman, President, stated
that holders of more than 90% of

REPORT OF CONDITION OF
THE;

CORPORATION TRUST!
COMPANY

of 120 Broadway, New York 5, N. Y. at
the close of business on October 7th, 1954,
published in accordance with a-call: mnde
by the Superintendent of Banks pursuant
to the provisions of the Banking Law of
the State of New York.
ABSETS
.Cash, balances. with other
banking institutions, in-
cluding reserve balances,
- and cash items in process
of collection -
:United States Government
obligations, direct and

$1,097,029.41

431,357.64
. 60,000.00
419,719.54
553,945.14

$2,562,051.73

guaranteed
Corporate stocks -
Furniture and fixtures.
Other assets_ o i

TOTAL ASSETS

LIABILITIES

Demand deposits of indi-
viduals, partnerships, and
corporations
TOTAL

DEPOSITS.. $239,802.! 80

Other labilities

TOTAL LIABILITIES (not
including subordinated
obligations shown below) $1,354,973.45

$239,802.80

1,115,170.65

CAPITAL ACCOUNTS
Capital ¥ . _____._____  $500,000.00
Burplus fund 325,000.00
Undivided profits________ == 382,078.28

TOTAL CAPITAL AC-
COUNTS oo - $1,207,078.28

TOTAL LIABILITIES AND
CAPITAL ACCOUNTS_. $2,562,051.73
+This institution’s capital consists of
common stock with total par value of
$500,000.00.
MEMORANDA
Assets pledged or assigned
to secure labilities and
for other purposes.
~ Becurities as shown above
are after deduction of re-
Berves Of.cvmsussmcmmus . 64.24
I, CHARLES J. SKINNER, Treasurer of
the above-named institution, hereby certify
that the above statement is true to the
best of my knowledge and belief.
CHARLES J. SKINNER

$105,357.64

Correct—Attest:

GEORGE F. LePAGE
WILLIAM R. WATSON

Directors
NORMAN J. MacGAFFIN

pitized for FRASER

the outstanding shares voted in
favor of the charter changes.

Subject. to approval by stock-
holders at the meeting on Oct. 19,
the Board of directors on Oct.
7 had voted to split the presently
outstanding shares - four-for-one;
declared a stock dividend of 25%
on the shares to be outstanding
after the split-up; approved an
offering to stockholders of 25,000
additional shares of new $25 par

value stock at $80 a share; stated
their intention to establish the
new stock on a $4 annual divi-
dend basis.

* *

A special meeting of the stock-
holders of the Toledo Trust Co. of
Toledo, Ohio will be held on Nov.
10 to act on the proposal to in-
crease the common stock from
120,000 to 135,000 shares. The
plans include the declaration of a
stock dividend of one share for
each eight shares now outstand-
ing. The dividend would be pay-
able Nov. 19 to stockholders' of
record Nov. 16.

* * *

Action on the question of in-
creasing the capital of the First
National Bank of Chicago, IlL
from $90,000,000 to $100,000,000
will be taken by the stockholders
of the bank on Dec. 14. The in-

, crease would be brought about by

the 'declaration of a stock divi-
dend of $10,000,000.

* * *

The capital of the Dixon.Na-
tional Bank of Dixon, Ill. is now
(as of Sept. 3) $250,000, having
been increased from $180,000 by
a $70,000 stock dividend,

* S TR

Changes in highest ranks of
Bank of America (head office San
Francisco) management were an-
nounced on Oct. 13 by the bank’s
President, S. Clark Beise, follow-
ing the monthly meeting of the
directors. A.J. Gock is retiring as
Chairman of the Board and as
senior officer of the bank in the
Southern California area.. Mr.
Gock reached the retirement age
of 65 on Qct. 4.. His formal, re~
linquistment-of active duties un-
der the bank’s pension plan takes
effect Oct. 31. President - Beise
declared that ‘“Chairman Gock’s
retirement was richly earned,”
but that he had been asked to
remain as a member of the board
and its Executive Committee so
that the bank might continue to
benefit from his more than half a
century of banking experience, 42
years of which had been served
with Bank of America. He was
asked also to retain his Chairman-
ship of the board’s general Trust
Committee. Mr. Gock had ac-
ceded to both requests, Mr, Beise
disclosed, and will establish an
office in the Bank of America
building at 650 South Spring St.,
Los Angeles. He intends to con-
tinue his active interest in civic
affairs, including Greater Los An-
geles Plans, Inc., the Y. M. C. A,
the Boy Scouts, the Los Angeles
Chamber of Commerce and the
World Affairs Council.

The board, Mr. Beise also an-
nounced, then made two major
appointments, both effective Nov.
1: Fred A. Ferroggiaro, heretofore
Senior Vice-Chairman of the
board, was elevated to the Chair-
manship. Mr, Ferroggiaro is the
bank’s oldest employee in years
of service, having been taken on
as a messenger boy in 1906 by
Founder A. P. Giannini. He
woked his way up through vir-
tually all positions in the bank,
and is remembered for services of
special distinction in Stockton and
Oakland.. He maintains his home
in the latter city, and his office
at the bank’s headquarters in San
Francisco. He is scheduled to re-
tire from active duty under the
bank’s pension plan on May 31,
next. Jesse W. Tapp, Vice- Chair-
man of the board and a nationally

' The Commercial dnd Financial Chronicle - Thursday,

known authority in the field of
economics as well as banking, was
appointed to succeed Mr. Gock as

the senior officer of the bank in .

the Southern California area, Mr.
Beise said. Mr. Tapp, who re-
cently moved his office to Los
Angeles,
his headquarters there. Active in
many spheres of public service,
he is Chairman 'of the Agricul-
tural Commission of the Ameri-
can Bankers Association and a
member of its Credit Policy Com-
mission, and -serves on two of
President Eisenhower’s commis-
sions: foreign economic policy and
agricultural policy. Walter J.
Braunschweiger, Executive Vice-
President, will continue as in the
past to handle general administra-
tive duties in Southern California,
as well as carry on his statewide
activities as Chairman of the
bank’s Business Development

Committee.
* *

Gordon 'R. Ball, President of
the Bank of Montreal, Montreal,
Canada, announced on Oct. 19
that shareholders will be asked at
their annual meeting in Decem-
ber to enact a by-law increasing
the Bank’s authorized capital
from $50,000,000 to $75,000,000.
The new figure will be the largest
in Canadian banking history.

The proposal to increase the
authorized capital—the first since
1928—follows the offer to share-
holders last August to subscribe
to 900,000 additional shares of the
Bank’s capital stock at $30 per
share, on the -basis of one new
share for each four shares held.
The offer remains open until Nov.
26, 1954,

Upon completion of the new is-
sue, the bank’s  paid-up capital
will be increased by $9,000,000 to
$45,000,000 and its rest account
by $18,000,000 to $90,000,000, mak-
ing an aggregate of shareholder’s
funds, ‘exclusive of undivided
profits, amounting to $135,000,000,
which—like the new authorized
capital figure—is the largest of
any of the chartered banks.

Arthur C. Jensen, general man-
ager of the bank, in announcing
the fourth quarterly dividend of
30 cents for the fiscal year to
Oct. 30, plus an extra, d1v1dend of
20 cents per’ share, for  sharehol d-
ers at the ‘close 'of Business

that record daté, told’siibscribers

to the new stock that each share,
whether fully or partly paid, will
rank in respect of these two divi-
dends in the proportion in which
it stands paid up on the dividend
record date of Oct. 30.

The regular dividend, due for
payment Dec. 1 next, is the 366th
in the history of the bank. For
126 years the bank has paid d1v1-
dends without 'a’ single break.

The extra dividend of 20 cents
payable Dec. 15, represents the
eighth annual distribution of this
kind since the war and brings
payments to shareholders for the
current fiscal year to $1.40 per
share—the same as in 1953.

In line with the bank’s long-
standing custom, the first Monday
in December has been announced
for the holding of its 137th an-
nual meeting.

* ® *®

The Royal Bank of Canada, head
office Montreal, has announced
the appointment of J. R. Peet as
Resident Inspector of Venezuelan
Branches, a newly created post.
Mr. Peet will also occupy the po-
sition of Manager of the.bank’s
branch at Caracas, succeeding M.

W. Newell who is retiring. Mr. .

Peet, a native of Leicester, Eng—
land, first joined The Royal Bank
of Canada at Buenos Aires, Ar-
gentina in 1929 where he served
for nine years in a number of dif-
ferent capacities. In 1938 he was
appointed Manager of the bank’s
branch at Montevideo, Uruguay,
the post he vacates to take up his
new position in Veneuzela,

will continue to make

|

-
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Bank and Insurance btocks ’

By H. E. JOHNSON

The Chase National Bank last
week raised its quarterly divi-
dend from 50 cents to 55 cents
and declared an extra of 15 cents
a share. As'both payments are to
be made this year, it will bring
the total Chase distributions for
1954 to $2.20 a share as against
$2.00 in the previous year.

This announcement should re-
mind investors of the favorable
dividend action taken by. other
banks so far this year. Several
of the larger banks have in-
creased their cash payments or
made stock distributions. Present
indications are that before the
end of the current year others
may do likewise.

National City is one of the
other large New York banks that
recently increased its dividend. In

connection with the announce--

ment about its financing a month

This Week —

Bank Stocks

over the generally favorable .re—
sults of last year. -

Many of the banks are optim-
istic on the outlook for some time
ahead. Loans are expected to be
bolstered by the accelerated tax
payments required between 1953
and 1959. This should help the

ooperating ' results while security

profits although not so large as
this year, should -continue -siz-
able.

There is also the fact that most
of the banks are now.in a better
position with respect to their cap—
ital accounts. Financing and re-
tained earnings have enabled
many institutions to add to capi-
tal over the past several years.
While there are some banks
which are likely fo continue a
policy of retaining earnings for -
this purpese, - it is believed that -
many now are willing to distrib—

or so ago, the Bank raised its ute to stockholders a larger por—

quarterly dividend from 55 cents
to 60 cents or from $2.20 to $2.40
on an annual basis. Payments
for the year 1954 will thus total
$2.25 a share as against the $2.00
paid in 1953 and an indicated
payment of $2.40 in '1955.

On Sept. 21st of this year Bank-
ers Trust announced an increase
in its quarterly payment from 55
cents to 60 cents. For the current
year dividends will total $2.25 a
share .as against the $2.20 paid
last year and the current indi-
cated rate of $2.40 a share. -

Earlier this fall the Guaranty
Trust Company of New York in-
creased its quarterly rate. The
payment for the final quarter was
raised from 75 cents a share to 80
cents. This together with the ex-
tra of 50 cents paid in January
brings total distributions for 1954
to $3.55-a share as compared to
the equivalent of $3.45 paid in
1953. The current rate indicates
a payment of $3.20 a share on an
annual basis. We would expect
another extra next-January, pos-
sibly ;50 cents to; bring the:total
payment- for, next year-to $3.70.
Early this ‘month J. P. Morgan
& Co. announced its intention of
paying a stock dividend of 20%.
Stockholders are to vote on the
proposal on Oct. 29th and subject
to their -approval; the payment

will be made, Nov. 8th, to holders .

of record Oct. 29th. It is intended
to maintain the present quarterly
rate of $2.50 a share on the addi-
tional stock to be outstanding.
This -would represent a substan-
tial increase in the amount of in-
come received by shareholders.
The annual payment on the new
shares of $10.00 would be equiva-
lent to $8.33 on the present out-
standing stock.

Among the banks outside of
New York City, there also has

‘been some favorable action re-

cently. The First National Bank
of Chicago has called a stock-
holders meeting for Dec. 14th, to
approve a stock dividend of 11.1%
or one additional share for each
nine held. 1t is expected that the
present annual rate of $8.00, $2.00
quarterly, will be continued on
the new shares as it has in pre-
vious instances where First Na-
tional paid stock dividends. On
an adjusted basis the new rate of
$8.00 a share on an annual basis
would be equivalerit to $7.20 on
the outstanding shares.

In the coming weeks we would
expect favorable dividend action
from some of the other institu-
tions in these two areas.

The distributions made in re-
cent months indicate a favorable
attitude on the part of bank man-
agements. This is supported by
the current earnings picture, Al-
though operating results are tend-
ing to taper off total earnings,
including security profits, are
likely to show a substantial gain

tion of income.:

The foregoing considerations
are expected to be reflected im -
dividend payments in coming
months to the-benefit of bank
shareholders. While increases
may ‘not be supbstantial, modest
increases in rates .coupled with
extras or stock payments should
result in a favorable pattern. '

Chas. Kirshman Now -
-With Amoti, Baker

Charles Kirshman is now asso-
ciated with Amott, Baker & Co.
Incorporated, 150 Broadway, New
York City. Mr. Kirshman was
formerly with Oppenheuner and
Company.

'Kavanewsky & Nester

With M. A. Schapire

M. A. Schapiro & Co., Inc, 1
Wall Street, New York City, deal-
ers in bank and insurance stocks,
announced that John'F., Kavanew—
sky and Walter C. Nester are now
associated with . the firm. Mr.
Nester - was formerly with the
First Boston Corporation. g

Ralph W. Davis Admils
0’Connor As Partner -

CHICAGO, Ill. — Timothy M.
O’Connor will be admitted. to
partnership in Ralph W. Davis &
Co., 180 West Adams Street, mem-
bers of the New York and Mid-
west Stock Exchanges, on Nov. 1.
Mr. O’Connor is office manager
for the firm.

James H. Lennon With
Federated Managem’t

WETHERSFIELD, Conn.—James
H. Lennon has joined Federated
Management Corporation, Profes~
sional Building. Mr. Lennon was
formerly Vice-President of Co-
burn & Middlebrook, Incorporated
in Hartford.

COMPARISON AND ANALYSIS

17 N. Y. City
Bank Stocks
Third Quarter 1954
Copy on Request

Laird, Bissell & Meeds

Members New York Stock Exchange
¢Members American Stock Exchange
120 BROADWAY, NEW YORK 5, N, ¥,
Telephone: BArclay 7-3500
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- Building Conslmchon and
The Business 0u|look

i By WALTER E. HOADLEY, JR.*
- . Economist, Armstrong Cork Company, Lancaster, Pa.

Pomhng out that nine years after World War- Il buildingis™
looked upon as the strongest single industry in the Amencan
economy, Mr. Hoadley holds there is every reason to believe
that new building requirements will continue high. Says, how- |
ever, competition -in- building  industry-will :persist -and goml
management on part of builders and materials producers is
essential for survival. - Concludes current business faces an
“interim penod” between recent boom and another expan-
" sionary period a few years ahead.

Not too many years ago there
was widespread belief that a sharp
drop - in ‘building activity ‘would
be an important factor contrxbut-
ing to a seri-
ous postwar,
recession. In-
terestingly ’
enough, at the .

Ppresent time,
nine years .af-
ter the end.of -
‘World War: II, .
building is |
1ooked .upon,

. - sons: (1) the, baeklogs of construe
_, tion needs have proved to be much
. larger. than loriginally . expected;

7. (2).the. Korean, War. injected: large-
| mew

requirements . for : building;"
. (3) :individuals Sand . families. -a
. wellas business organizations’ ha
migrated.: to' new :loeations- on
scale greafer than; ever:before-in
,lustory, (4) a- substantral general
~ dacrease in’perSonal ipcome .has’
“ made honie, ownershlp possible for -
. millions. of . families -who - previ=
ously could: not” afford dwelhngs
of their own’ - .

* In-addition, there are two- other "
" factors which in my view far over-
. shadow those which have just been
* mentloned “These are:. (1) "the
sharp .increase ‘in importance of
housing in the American standard-

- of living, and (2).greater-availa-

< bility “of credit — both : through
Federal  mortgage guarantee -ac-
. tivities' and - general money poli-
. cies. - Recent investigations-across -
. the United States strongly indi-
cate that the tvpical family is more
‘ dissatisfied ‘with its present hous-
ing than anv.other aspect of. its
living standards. As for credit,
thé record -demonstrates conclu~
sively that attractive mortgage
. terms-and conditions have been-a
dominant factor in postwar home-
building. Moreover: the availabil-
ity of credit now clearly emerges
as the most important determinant
of most construction activity, since
needs for new and improved struc-
tures do not appear in any appre-
ciable degree to have been met.

_Building Will Continue at

) High Level . .

Looking to the future, there is
every reason to believe that new
building requirements will con-
tinue high.  Prospects are that
housing “starts” nationally will
average a mwillion or.better each
year over the remainder of this
decade, and in. the mid-1960’s
reach . and exceed. 1% - million

* starts, if indeed this level is not-

achieved sooner. The outlook for
new residential building -in' Penn-
sylvania also is highly promising,
although perhaps not quite as fa-
wvorable immediately ahead as in

certain other sections of the coun=

try where the population growth
trend is somewhat greater. During

*Summary remarks of a panel discus-
sion by Mr. Hoadley at the 37th Annual
Mecting of the-Pennsylvania Chamber«f
Commeree;, Harrisburg, Pa., Oct: 13; 1954.

vy

- vania nevertheless: remains. very

“level for the nation as a whole,

Let me caution anyone - who having the finest productive fa--
~-judges: ‘construction: trends. and cﬂmes in the world can only mean -

" types' of ‘structures ‘will' be i

failures these days are building

_current and very near-term pros—
" peets.

In an’ effort to provuie ‘some
perspective for. this business out-
look discussion today, let ‘me ‘di~

t your thinking for a moment
to a few longer-range, underlying
economic’, trends: Perhaps then
- business-- developments:-in" 1954—
-dnd thoré important—in’ 1955 will
- take on more meaning.

- ‘Most business executives today
are . more optimistic about the
longer—range future growth of the
~American -economy than at any
time in history—and for good rea-
son. Population continues to ex-
pand at a rapid rate. In fact, the
people are alive today who will
provide the basis for another tre-
mendous expansion in business in
the 1960’s as.record numbers of
new . families-.are- formed from
among the children born in the
.1940’s. . Equally important, these
people -all ‘of us=-want a.still
higher standard'of living. ' More
people wanting more goods and
services in a state and a nation

the current year, new home build-
ing in this state actually: is lag-
ging behind the mational rate, but’
the building industry in Pennsyl-

active, . because non-residential
work is well above the average

prospects in Pennsylvania or any expanded business over the years,

+other state .that building is :not" ghead,
- confined to new construction.: Very ' -
: recent investigations by the United
: States: Bureau. of. the Census con- -

firm, earlier informed views:that-
¢'the- velume: of “fix-up”. (i.

But thls of course, doee not
mean’ that:business . automatically

ot ‘all compsnies in Pennsylvania or
- Only- those .man- .

cause“of ‘the: shght Iag m “new
homebuilding.in Pennsylvama a
the-present time,” it is quite :pos-
‘sible that: “fix: up" work’ actually
is‘employing: more.labor and.ma
terials than ‘new: housmg’

Ftate "~ . compatible .with .a' growing econ-,
With. at’ least 40 older homes. omyv and wnth our. profit. and loss
having “fix-up” - heeds: for every system. - -

new home. being built, repair and*. “mm o horimn is. bnght Busmess
in this state as’ well as :generally
" across ‘the ‘¢ountry,-however; cur--
Tently -faces .an -“interim--period” -
‘between’ the recent boom and:an-
other: exparnsionary perlod a: few-
years.ahead.. What is causing the
“interim period”? Several factors
- are operating:to limit a new busi-
ness -upsurge: (1)- expansnon in:
productive ‘capdcity. is- po ‘longer-
“needed at the unusually’ high rate
-dictated - by -emergency - war- con=
ditions; -and. so; expenditures: for.
new ‘plant.and equinment are de= -
clining and-seem likely to con-
tinue {o-drop-moderately over the
coming. .yeadr;
‘spénding - for - defense -has..fallen
and some further moderate- re-
duction is proiected i in the Federal
budget for- the year ahead: (3)°
better balance. between agricul-
tural production and demand still
remains to be achieved; so addi-
tional adjustments in aegriculture
must be faced: (4) the low birth
rate of the 1930’s is now causing
-a slow-up in the number of mar-
riages and new - families being
formed; and (5) most consumers

busmeSS achvnty in. our eompetx—
“tive' system - of eénterprise. 'For--
ward _strides’ are« being - made -to

1955 .Moregver, :because ‘of the
v1gorou§ growth prospects: for“ﬂx-
up”activity, the building industry .
can now look forward with greater
confidence to stabilized .operations’
over ‘the- years ahead, and espe-
cially . during' times- when: new
homebuilding actxvxty may be tem-'
porarily  declining. - A

Construction prospects for- 1955
thus can be seen as generally quite -
favorable, and ' cerfainly - to-:the
extent that present  money and -
“credit policies- persist. . ‘But some:

greater. demand than others. Furs
ther expansion lies ahead for com-
mercial building, churches,schools,

highways, and some. . institutional
bulldmgs In contrast, the present
outlook  is for fewer new indus-
trial plants and certain utility in-.
stallations, less farm building, and
reduced. government projects . for
housing. and conventional - type
defense facilities.

Competition teo.Persist
The competition which has
marked building in Pennsylvania
as elsewhere this year is expected
to persist. It is sobering to note
that among the leaders in business

_particularly in view of their fairly
heavy postwar purchases of ‘dur-
able goods and their current feel-

existent.

To speak of an interim period
is not to predict a deep recession
or depression before the next im-
portant unturn in business. Rather,
in drawing attention to the “in-
terim perind” I am simplv saving
that all. of us face the cha'lenge
of achieving “srowth” in our busi-
nesses over the next few vears
largely “on our own” without the
sumport of ‘a rapidly expanding
state or national economy such as
has existed over most of the past
decade.

Against this backeround of the
“interim period,” general business
cannot be expected to follow a
sharp upward covrse over the year
ahead. Nor should we expect any
marked decline because our econ-
omy is fundamentally sound. Fac-

contractors and some material
dealers — despite record or mnear
record construction activity. No
further proof is needed to dem-
onstrate that good management is
essential these davs not only for
success but even for survival.
The cross currents in construc-
tion just mentioned, in many re-
spects characterize industries and
markets generally at the present
time. Actually it’s not difficult
to “prove” either that business is
good or bad simply by making
the proper selection of illustra-
tions of strength or weakness to
be found readily in most fields.
Frankly, it is difficult to keep
perspective toward business trends
and developments, especially if
we focus our-attention upon solely-

will "boom; for 'all industries.and::

minjmize .adjustments :in '-general_ “ities.-

business: but- rigid stablhtv is in-

(2) government °

ing that shortages are almost non- .

tors of strength in the 1955 out-
-look are to be found in: (1) the
end of inventory liquidation which
promises to boost orders and out-
put in many lines; (2) the contin-
ued heavy demand for building
mentioned earlier; (3) record or
near-record income in the hands
of the consuming public; and (4)
the supporting -effects of tax and
other  legislation - passed by the
' 83rd Congress.

On the whole, the prospects are
for another good year for business,
‘with' & slightiy higher sales poten-
tial than during 1954, Perhaps
1955 can best be described as a
year of “competitive stability.”
Hence, any business organization

“which-achieves a noticeable gain

in employment, sales, and profits
during the coming year can prop-
erly take most of the credit for
suchy an accomplishment.

‘Donald Galdwell Mgr.

0f Walston Co. Dept.

Vernon C. Walston, senior part-

ner of Walston & Co.,. announces.

the -appointment of Donald Cald-
.. well as Manager of the fnrm s un-
derwriting:
department
withi‘_h‘ead-
quarters-in-its:
I\ew York -of-=

expandmg the -
firm’s . under- i
writing: activ- .
in - line:: -
with the-.in--

"' Donald Caldwell: -

creased requirements-of -its. 35 ‘of--

fxces from: coast to-coast.-

“Mr:.-Caldweil has :been. active
in corporate -and- municipal ‘un-
derwriting- tradmg and clearance
procedyres. both in: Cahiomla and
New York. - .

» An actlve Scouter, x he was <
Transportanon Chairman of|

Nassau . County. . Cotineil . BSA

(N. Y.) . for - the. 1953 . National.

Jamboree.: .His Council -had . 250
Scouts. ‘at the .Irvine. Ranch: last
Jul{ He -is .presently .a. member

he Organization and -Exten-
sion “and-alsa the Industry Rela-
‘tions Committees: of. his- Council.

Dempsey-Tegeler Adds

" (8pecial to THE PiNANCIAL CHEONIOLE)
LOS 'ANGELES, ' Calif.—Cle-
‘ment R. Tunell, Jr. has been added
.to " the staff of Dempsey-Tegeler

& Co., 210 West Seventh Street.

“With Samuel Franklin

(Special to THE FINANCIAL CHRONICLE)®
LOS ANGELES, Calif.—Joseph
L. Joseph has been added to the
staff -of  Samuel B. Franklin &

Company, 215 West Seventh St,

show some lack of urgencv to buv, .

- Morgan Adds to Staff

(Special to THE FINANCIAL CHRONICLE)

1.0S ANGELES, Calif.—John M.
Mulroy is now with Morgan &
Co., 634 South Spring St., mem-
bers of the Los Angeles Stock Ex-
change.

Joins Gallagher-Roach
(Special to THe FINANCIAL. CHRONICLE) ~
COLUMBUS, Ohio— David J.
Novick is now affiliated with Gal-
lagher Roach and Company,
1683 West Lane Avenue.

With Foster & Marshall

(Special to THE FINANCIAL CHRONICLE)
PORTLAND, Ore.— Joe Bates
has become connected with Foster
& Marshall, U. S. National Bank
Building. '
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W.T.S. ‘Quicke With:
Fahnestock & Co.

Fahnestock & Co., 65 Broadway,
New York City, members of the
New York Stock Exchange and
other ‘leading exchanges, have
announced that W. T. S. Quicke
is 'now associated with the firm
as co-manager of its advisory and
research department. Mr. Quicke
in the past was with Kidder, Pea=

“body & Co.

Elected Directors

Walter P. Marshall, President of
Western Union, today announced
the election to the telegraph com-
pany’s hoard of directors of
Robert F. Brown, partner of
Kuhn, Loeb & Co and Benjamin
E. Tate, President and director of

. United Collieries at Cincinnati.:

" Mr. Brown is a member of the
New York -Stock Exchange, and
a director of American Potash &
Chemical Corporation, Polariod
Corporation, and other companies.
He advised Western Union in con-
nection with the 1943 merger with
Postal. Telegraph .and in many
other financial matters. -

. Mr, Tate is an-executive com-
mittee: member and - director .of
:Standard‘ Brands; -Inc, .and a" di- .
‘reptor;’ of" mumemns other -com-

He

i naI affan:s“, g v

" REPORT:OF. conm'rxon om

.5}Underwnters Trust 3
Company. -

of 50 Broadwny, New: York, N,' Y. :at the
‘close of business en @ctober 7, 1954. pub-

lished " in_ accordance with :a ‘call made by .-

the Superintendéent .of. Banks. pursuant.to
the provisions: of the Banklng an of: the
State o( ‘New York., , .-

o ASSETS .

Cash, “balances - with. other < -
-banklng institutions, .in- |
cludmg reserve- balances, € =
" and. cash items io process. . . = . .

5 : $8,597,166.04

o 1

-of--collection
Unlted \States , Government . .
obligations, . -direct - and 3
guaranteed 2 - 15,940,094.10
Obligations. of States ‘and - :
political. subdivisfons:___. -  1,527,174.80
Loans - and’ discounts - (4n- - -~ -~
-, cluding : .$2,516. 37  @ver=- s 5 e
drafts) 2 17,304,398.73
Banking. premlses* owned, ' - - -y
.* None; ‘ furniture and fix- - .. 3
tures: and-vaults.. .+ 88,242.67 -
Other assets 233,174.48
* TOTAL ABSETS $43,690,250.82

Demand deposits of individ-
uals, partnerships, and
corporatlons

Time deposits.of individuals,.
partnerships, and.corpora-

* tions

Deposits - of  United States

> Government

Deposits of States and po-
litical subdivisions

Deposits of banking institu-.
tions

Other deposits (certified and
orﬂcers checks, etc.) .-
TOTAL

DEPOSITS $40,097,533.77

Other liabilities

TOTAL LIABILITIES ... $40,378,558.80

$20,966,260.02

: i.ovb.veo.sp ,
1,230,580.34
12,819,115.27
- 480,297'.4;1
530,520.11

281,025.03

CAPITAL ACCOUNTS
$1,000,000.00
1,000,000.00
1,311,692.02

Capital 't
Surplus fund
Undivided profits

TOTAL CAPITAL AC-
$3,311,692.02

TOTAL LIABILITIES AND
CAPITAL ACCOUNTS_. $43,690,250.82
+This institution’s capital consists of
common stock with total par value of
$1,000,000.00.
MEMORANDA
Assets pledged or assigned
to secure liabilities and
for other purposes
(a) Loans as shown above
are after deduction of re-
serves of
(b) Securities as shown
abpve are after deduction
of reserveg of. 147,107.21
I, William D. Pike, Secretary of the
above-named institution, hereby certify
that the above statement is true to the
best of my knowledge and belief.
WILLIAM D. PIKE.

$10,509,260.54

64,400.98

Correct—Attest:
C. W. KORELL
JOSEPH B. V. TAMNEY Dlrectors
SUMNER FORD
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. Investment Opportunities in the World’s Largest‘ Market

Continued from first page

cnes, which can only be bought and sold over-the-
counter. For those under the misguided notion
that unlisted issues are of meager quality, we sug-
gest a look at some very blue chips—like J. P.
Morgan & Co. currently around 307, Northern
Trust Co. of Chicago around 440, Union Miniere
(largest producer of uranium) at around 855,
Travelers Life at $1,355, and, if you can stand
the altitude, our most opulent equity, Los Ange-
les Turf Club, quoted around $50,000 a share. So
while you can buy a uranium or oil share over-
the-counter, perhaps for pennies, you can also
latch onto some shares of surpassing eclat.

Afew fire and casualty insurance companiesare
listed on the N. Y. Stock Exchange, but the vast
majority of all bank and insuranceshares are
unlisted. This would include some 14,000 com-
‘mercial banks and trust companies in the U. S.
Marvelous market performers such as Security
First National of L. A., Valley National Bank of
Arizona, and Franklin National Bank of Long
Island, are all dealt in over-the-counter. It seems
only quite recently that life insurance shares
have caught on among the general run of in-
vestors. Within the past 12 months, high quality
items like Travelers and Lincoln Insurance have
doubled in market price—a fact supporting the
thesis that for some months now the best in-
vestments have also been the best speculations!
It further proves that just because a stock is
not listed doesn’t mean that it’s listless! Aetna,
Connecticut General, Virgina Life, Continental
Casualty, Kansas City Life, Monarch Life In-
surance and several more are all over-the-counter
attractions. - | ' :

Let’s look at it another way. Some of the ver,
largest companies in their respective fields have
their shares unlisted. The following are the big-
.gest in their lines: American Hospital Supply,

American Wringer Co. (no, they don’t sell wring-

ers for bankrupt companies to go throtigh!), Bank

of America, Brink’s (armored cars), Consolidated
Lobster Co., Dentists’ Supply Co. (false teeth),
Henry Disston & Sons (saws); Joseph Dixon Crau-
cible (graphite), Emhart Manufacturing (squeeze

bottles), Foote Mineral (Lithium), Graton and
Knight (belting), Home Insurance (fire insur-
ance), Kellogg Co. (cereals), Miles Laboratories
(Alka Seltzer), National Casket Co. (terrestial
terminal facilities), Anheuser - Busch, Inc.
(world’s largest brewer), Pabst Brewing Co. (bhlue
ribbon blue chip), Rock of Ages Corp. (tomb-
stones), Tiffany & Co. (more resplendent rocks),
Time Inc. (Time in. your Life for Fortune and
Sgorts), U. S. Envelope Co., Weyerhaeuser Tim-
ber Co.

The above, mind you, are all the biggest in
their lines and the only way you buy their stock
is over-the-counter. By the way, this list of “big-
gests” is only a sampling—there are dozens more
—Animal Trap Co., for example, to which enter-
prise people have been “beating a path to their
door” to get better mouse (and rat) traps!

Price ranges we already mentioned. Over-the-
counter you can buy anything from a nickel’s
worth of hope in a uranium strike to a $50,000
piece of Santa Anita. You “pays yer money and
takes yer choice” in the world’s largest market.

Geographic spread (as well as the spread be-
tween the bid and asked) is there too. You can
buy shares in De Beers, Ltd. (premier diamond
producer of South Africa), Suez Canal Co., Rhode-
sian Development, East Asiatic Co. (Danish ship-

ping), Hudson’s Bay Co., dozens of Japanese’

companies, Ampol (Australian oil company), and
hundreds of others in many countries and curren-
cies—all in the Over-the-Counter Market.

For the never ending search for security values
among industrial; railway, utility, and financial
institution shares, the Over-the-Counter Market
affords a particularly lush and rewarding field.
Here, very often, you can buy earnings, assets,
dividends, and book values at favorable ratios;
and. often become a shareholder in an enterprise
long before its merits and growth horizons have

been given broad publicity to the investing pub-

- lic. It’s easy to see how this can be and why the
unlisted market affords so many early.opportuni--

tiessto acquire expanding-equities -at discount
prices. ‘ '

For example, take the case of a mythical man-
ufacturing company. It’s been owned and run as

a family enterprise for two or three generations.
Then either there’s a death in the family, or
there’s no one in the family willing or able to
carry on the management; or lush capital gains
or other tax motives may suggest disposition of
the equity, usually either a sole or majority one.
The stock then is either sold entirely to another
(and usually larger) corporation for merger, or,
more often, the shares, possibly after a split-up,
are sold to an investment banking firm for sale
and distribution to the public. Then, lo and be-
hold, the company, instead of having 2 or 3 or
maybe a dozen stockholders, all of a sudden has
several hundred; and a natural demand is cre-
ated for a mart where sharcholders can sell what
they’ve bought if they need the money, or want”
to cash in on a profit, or buy more if the com-~
pany’s prospects and the state of their pocket-
book suggest that course of action. At that point,
an Over-the-Counter Market in the shares is born;
and bid and asked prices begin to be supplied by
one or two or perhaps several dealer-brokers.
Then we follow it one step further. The com-
pany grows fabulously, its products are nationally
known, its stockholders are counted.in the ten
thousands, and there are dozens of buyers and
sellers in the issue every day. So the company
management decides to place its share market,
partly as a matter of public relations, on one of -
the Stock-Exchanges where daily sales and vol-

ume are reported and published in the financial
section of the larger metropolitan newspapers.
This evolution or one quite similar has hap-.
pened in literally dozens and dozens of instances,
although only a small percentage of shares, origi-
nally traded over-the-counter, ever do become
fully listed. : ' ‘
Amerada, a fantastic and volatile oil on the
New York Stock Exchange, once sold over-the-
counter at 50 cents a share. Pepsi-Cola, Corning
Glass, Cone Mills, Pfizer, Admiral Corporation,
many. Standard Qil issues,. Royal Dutch Petro-:
leum, Stromberg. Carlson and -scores more com-
panies of national and international eminence; -
have used the Over-the-Counter Market as a

-springboard, projecting their shares into promi-

Continued from page 6 4

- - Short Sightedness

the: member house considers too venturesome. The over- .
the-counter broker assists Exchange members in market-
ing securities; they help to publicly distribute securities
underwritten by Exchange houses. Many issues under-
written by Exchange houses are born because an over-
the-counter broker originally had the foresight to under-
take to financz a new business. Over-the-counter brokers :
keep capital in the Street; they give employment to -
thousands including printers, salesmen, clerical help, pro-
fessional people and others. Over-the-counter brokers,
like Exchange brokers, must meet the requirements of .
the Federal and State authorities, and are subject to the
same - supervision as Exechange members. Are they, or
members ‘of other. Exchanges, pariahs because they did
not have the foresight to obtain membership in the New .:
York Stock Exchange?

What good can be done to tell the public “Don’t trust
him—he is an over-the-counter broker. Trust only me; -
I am a New York Stock Exchange broker.” Realize that
in such a statement there is one word in common—
“Broker.”

An attack by one broker on the honesty and integrity
of another broker is an attack on all brokers, and the end
result will be that in the minds of the public, at least,

the words “Security Broker” will be synonymous with
“untrustworthy.” o ‘
Remember—the securities broker business is founded .
on public confidence, and once lost, the public will not dis-
tinguish between an Exchange house broker and an over-
* the-counter broker.

Over - the- Counter |

Securities

We offer complete facilities for those interested in
over-the-counter securities. Write or phone us

for any information you may desire.

THOMSON & MS¢KINNON
BROKERS IN SECURITIES AND COMMODITIES
11 Wall Street, New York

41 Offices in the United States and Canadav

Members New York Stock Exchange and other leading security and commodity exchanges
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nence, and market leadership, on the New York
Stock Exchange.. . :

Which brings us to another and final _aspect’
of value and undervaluation. Because many of .

our great corporation shares are listed, they seem
to have attained a special investment status and

preference among private and institutional in-

vestors simply because they are well known, and
have appeared in so many trust and “prudent
investor” portfolios. Many sound analysts have
argued that this “name” or prestige preference
has propelled the more eminent equities to price-
earnings ratios and lowered yield bases artifi-
cially out of line with comparable unlisted shares
which lack this popularity; or “hit parade”
quality: : '

In some proof of this latter statement, we
would call your attention to the very long and
impressive lists of companies given below which
have paid continuous cash dividends from 5 to
170 years. The larger eligible banks are also in-
cluded .in these tabulations. One of the criteria
of any good security is surely dividend durability;
and on this count hundreds of the unlisted shares
tabulated show up resplendently.

So, the “Chronicle” is delighted again to salute
the Over-the-Counter Market as the broadest and
biggest security mart in the world, and the native
habitat of a surpassingly fine list of sound, en-
trenched, and in many instances, . undervalued
corporate equities, as well as a fertile garden for
the share nurture of growing enterprises.

Difference Between Listed and
Over-the-Counter Trading

Following the tables appearing hereunder, we
present a discourse on the, difference between the
listed and Over-the-Counter Markets, for the
benefit of those who are not conversant with how
the Over-the-Counter Market functions.

TABLE I

///////I/I////////I///I/I///I//II///I//”/////////////////////////////////I//////////////

OVER-THE-COUNTER
Consecutive Cash

DIVIDEND PAYERS

for

10 to 170 YEARS

AL 2222 2 Z 7 2 2 2 2 2 2 2 7 T T2 e e b

Cash Divs.
Including
No. Con- Extras for Quota- Based on
secutive 12 Mos. to  tion - Paymts. to
Years Cash June 30, .June 30, June 30,
Divs. Paid 1954 1954 1954

1.00 -
3.00

Approx.
% Yield

Abercrombie & Fitch
Large variety of sporting goods
Aetna Casualty & Surety...
Writes practically every form of
insurance

Aetna Insurance (Hartford). 81
Diversified insurance .
Aetna Life Ins. (Hartford).. 20
Life, accident, health .
Aetna-Standard Engineering 13
Producer of heavy equipment
Agricultural Insurance Co... 90
20

43
2.0

123 -
46 149
240
2.25
145
1560
0.75

3.6
16
75
.49
2.

66%
138%
19%
32%
10%

Diversified ' insurarice

Aircraft Radio Corp.,
Communication and navigation
equipment b

Alabama Mills - e __ 12
‘Staple cotton goods % )
Alamo National Bank
(San Antonio)._! 18 ; 48
Albers Super Markets 12 . 42

‘62 stores in Midwe:st i
Albuquerque National Bank
(New Mexico)_ ... L Tl 21
Allied Paper Mills (Mich.).. .10
Specialty papers
Allis (Louis) Co..2-.: *17
Generators & elec. moiors
American Air Filter 19
Filters and miscellaneous: heating
and ventilating equipment
American Auto Insurance .. 20
Diversified insurance

8% 1.6

American Barge Lines Co.--
Operates on Ohio and Mississippi
Rivers -

American Box Board
Boxes and containers

American Dist. Teleg. ...
Signal service protection against
fire, burglary and holdup

American Enka Corp. —_____
Manufacture rayon and nylon
yarns and fibers

American Equitable Assur...
Diversified insurance

American Express Co

' Money orders; travelers’ checks

American Felt Co. __.___.__.
All kinds of felts

American Fidelity & Casualty
Diversified insurance

American Forging & Socket_
Auto body hardware

American Furniture
Large furniture manufacturer

American General Insur. Co, "

Fire, auto, marine
American Hair & Felt
Mise. hair & felt products
American Hardware
A leading producer of harc}w‘are
American Hoist & Derrick_-
* Hoists, cranes, ‘cargo equip.
American Insulator (Del.)--.
Plastic mouldings -
American Insur. (Newark).__
Diversified insurance -
American Locker, Class B__._
Maintains lockers in  public ter-
minals

American Maize. Products___ *

Manufactures various corn
products .

Amer. Natl. Bank & Trust Co.

(Chattanooga)

American: National Bank of
Denver ;

Amer. Natl, Bk, Tr. (Chic.)-

American National Bank
(Indianapolis)

Amer. Piano €orp., Class B_
Retails pilanos, organs, ete., in
Boston

American Pipe & Construct'n
Boilers, tanks, pipelines

American Pulley
Power transmission and other
equipment

American Re-Insurance ...
Diversified insurance

. *Details not combletc as to possible longer record.

2.00

1.60
1.05
1.25
1.20
0.85

10.20
1.40
1.25
0.50
1.30

. 0.80
1.15

045

1.65

2.00

6.00
6.00

1.00
1.00

1.00
+1.17

10.75

tAdjusted for stock dividends, splits, etc.
1Earlier quotation, June 30 figure not available.

Continued on page 2
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v

24%

245

29

37

3514
29
18

71

6.2
®
43

53

4.6
438

q9
41

73
2.7
9.8
3.7
9.0
8.6

3.8

7.8

6.7

3.6

44

2.0

3.8
7.4

5.1
6.9

2.8

Telephone BArclay 7-3500

SCHIRMER, ATHERTON & CO.

Specialists in

Common

Pref erred

Inquiries invited in all Unlisted Issues

Trading Department, LOUIS A. GIBBS, Manager

LAIRD, BISSELL & MEEDS

MEMBERS: NEW YORK STOCK EXCHANGE
AMERICAN STOCK EXCHANGE

120 BROADWAY, NEW YORK 5, N. Y.

DIRECT WIRE CONNECTIONS TO
SCHIRMER, ATHIERTON & CO.

BANK & INSURANCE STOCKS
' OVER-THE-COUNTER SECURITIES

CHRISTIANA: SECURITIES CO.

Bell Teletype NY 1-1248-49

TIFFT BROTHERS

50 Congress St., Boston, Mass. 49 Pearl St., Hartford, Conn. 1387 Main St., Springfield, Mass.

WOODCOCK, HESS & CO., INC. MITCHUM, TULLY & COMPANY )
123 S. Broad St., Philadelphia, Pa. 650 South Spring St., Los Angeles, Calif.

DU PONT BUILDING LINCOLN LIBERTY BUILDING
WILMINGTON, DEL. PHILADELPHIA, PA.

: 44 WHITNEY AVE.
NEW HAVEN, CONN.
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Ma’rket

Prognostlcator s

Dllemma

By
AUGUST HUBER
- Spencer Trask & Co.,
- New York City

. So you want fo forecas't the market?

Well, that should be easy to do, -

- You need only. answer some questions
* And these are simple and few. K

First, what' will future earnings be?
These depend -on minor things

" Like volume, profit margins and taxes

[

And general industrial swings. .

Production is the lifeblood . of .a natmn,
To create, produce and consume: -
Results in ‘wages, employment-and proilts

¢ And dxspels economic gloom. . i e

" So-—is general business going to be good

Or is it headed for a relapse;

* ‘Are inventories teo high or too low—

Will the price structure hold or collapse?

+ Will selling prices ‘go up or go down

!

As operating costs go vice versa
‘Will profit margins be effectively squeezed
Making the earnings trend adverser?

. Will industry be really active,

And -the price adjustments made
For worthwhile profits.to be shown
And heartwarming dividends paid?

Or will the favorable profits
That these healthy conditions beget

" Be swept away by taxes

To carry Government debt? - - ..

Now that you've cleared up this much
You haven’t much farther to go;

Just a-few-more important answers
That you really -have to know.

August Huber

W111 politics be a hmdrance
'Fo our economic machine; .
Will Governmental changes
Turn the fat years into lean"

Wx]l class hatred be promoted
People feeling bitter and actmg_small,

- Or will we .be successful-and build

Honor:and trust among all_ZZ b L

_ Then you-simply determine to the day,"

When our foreign troubles will end,

+Can the U, S. bring order outofchaos, i e

How much money will we spend?--

What sort of a world" W‘iﬂ'ﬁha}.lyresxﬂt’~ -t

Will the UN clear the way;

- Will world problems raise basic que_stlons

Bringing trouble. at a ~later day?

Is Europe going to be Communistic?
Will Malenkov ever be a good guy,

Or will he take over in a major way
And spit in Democracy’s eye?

These ‘questions all bear a certain weight
On future stock market trends,

- 'When ‘you get the simple answers—-

You can forecast what ‘the future- portends.

Now you’ve decided just what will happen,
You're a genius—all answers are right;
The market can move only one major way .
Like a missile projected in flight.

But the market starts going the other way,

- Though all difficulties you had surmounted;.

“How could this be?”-you ery aloud,
Unaware it had all been “discounted.”

OVER -THE- COUNTER M ARKETS

Our Trading Department maintains primary markets
in a broad llSt of over-the-counter issues. These mar-
kets are national in scope through the wire system to
our branch offices and the following correspondents:

BARNES, BODELL
& GOODWIN

New Haven, Connecticut

ROBERT C. BUELL & CO.

Hartfort, Connecticut

FIRST CALIFORNIA CO.

San Francisco & Los Angeles, Cal.

LOEWI & CO.

Milwaukee, Wisconsin

RAUSCHER, PIERCE & CO
Dallas & Houston, Texas =~

ROGERS & TRACY
'Chicago, Illinois

SCHERCK, RICHTER CO,
St. Louis, Missouri

J. C. WHEAT & CO.
Richmond, Virginia

EASTMAN, DILLON & Co.
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Invesiment Oppoﬂumﬁes in llle
World’s Largest Harkel

Cash Divs.

Including

« . No. Con- Extras for
secytive 12 Mos. to

Divs. Paid 19?4

American Screw _. _2-.55 - .350-
Screws and bolts . . L
American Surety Co..._____ 20: 300

Diversified insurance
American Thermos Bottle Co. 20.-. 150
Vacuum ware a
Amer. Trust (Charlotte,N.C.) 52 2.50
Amer. Trust (S. F.) o _-18 - - '1.40
American Wringer =11 080 -
Washing machine parts - s i
Ampco Metal, Inc 13 0.40
Diversified bronze alloy products
Anheuser Busch _________ — 22 1117
Leading brewer - A ¢ -
Animal Trap Co. of America 17 - 0.40
Large variety of traps .
Arden Farms C 1.00 -
West Coast dairy _
Arizona Public Service 0.90
Operating public utility - - .
Arkansas-Missouri Power Co: 1.11
Operating public utility - EEE -
Arkansas Western Gas _ - . © 1,05 -
Natural gas distributor

,‘Arrow-Hart & Hegeman_.___ 25 .3.00

Electric wiring devices and controls

- Art, Metal Construction Co._. . 18- ..2.75

Office furniture . o
Associated Spring Al 1.80
Precision springs i 5
Atlanta Gas Light 1.20
Operating public utility . .
Atlantic National Bank:
(Jacksonville) 0.83
Atlantic ‘Steel 2.00
Nails, wire, fencing L ~
Auto Finance Co 1:42

Finances autos, trucks, tractors
& trailers

Automobile Insur. (Hartford) -+ -1.80

Diversified insurance
Avondale 'Mills .. 120
Cotton fabrics and yarns 2L .
4$1.88"

Avon Products
Cosmetics

B/G Foods, Inc 0.75
Restaurant chain

Badger Paper Mills 3 3.00
Sulphite pulp and paper ;

Baltimore Natl:'Bank (Md.) .15 1.75

Bangor Hydro-Electric 1.80
Operating public utility

- Bank of Amer. NT&SA _____ 1.60

Nation’s largest bank

'Bank of California, N. A.___ . 225

Bank of the Commonwealth
(Detroit) 14.38
Formerly Commonwealth Bank

Bank of the Manhattan Co.__ 1.65

Bank of New York 19.00

Bank of Virginia (Richmond) 10.82

Bankers & Shippers Insur... - 2.50
'Diversified insurance

Bankers Trust Co., N. Y. 220

Barcalo Mfg. Co 0.48

Furniture and mechanics’ hand
tools

Bareco Oil Co 0.25
Microcrystalline wax
Barnett National Bank

(Jacksonville). $5.10
Bassett Furniture Industries,
Inc. 0.75

Complete line of domestic
furniture

Baxter Laboratories, Inc. 049 -
Pharmaceuticals

Baystate Corp. 1.90
Holding company, banks

Belknap Hardware & Mifg.__ 1.00
Hardware & furniture wholesaler

Belmont Iron Works 325
Designer and erector, structural
steel

Belt Rail Road 2.00
Leased by Indianapolis Union Ry.
Bemis Bros. Bag Co . 8.00
Sacks and bagging X
Beneficial Corp. 0.50
Holding ‘company affiliate of
Beneficial Loan Corp.
Berks County Trust Co.
(Reading) ) { 1.00
Berkshire Fine Spinning__.. 1.00

Fine cottons
2.00
Cotton goods; sheetings, etec.
Biddeford & Saco Water Co. 5.00
Operating public utility *
Bingham-Herbrand 0.30
Forgings, stampings and tools
Birmingham Trust Natl. Bank

Quota-
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Approx.
% Yield

-Based on

tion. . Paymts, to
Years Cash June 30, Juue30 dune 30,

1958
a1y -
68%
16% - 99

‘16%

89 -
- 3T%

15%
53%
30%

6%
143

193

21%
16’/2, )
43%.,

35

2634
235

25
44

40 -

(Ala.) 1@ 200 175%

Birtman Electric Co 27 1.00

Household appliances

Black-Clawson (Ohio) 22 1.13
Makes paper & pulp mill machin-
ery

Black Hills Power & Light_. 12 128
Operating public utility .

17%
13%

22%

+ *Details not complete as to possible: lcnser record. -

tAdjusted fer stock dividends, splits, ete.. ..
4 wamer quotation, June 30 figure not auil.tble.

i3 Pty 2 L) Wt T w3

1954

‘85
44

2.8
. 3.7
5.8

74
38,
64
68
46
52
6.4

69

g

67
51

33

45




: Inve#lmehl Opportunities in the
. World’s Largest Market

Cash Divs.
Including

No. Con- Extras for Quota-

secutive 12 Mos. to

tion

Approx.
% Yield
Based on
Paymts. to

Years Cash June 30, Julnesio June 30,

Divs, Paid

Blue Bell, Inc
“Blue Bell” “Big Ben” & ‘‘Casey
Jones” work and play elothes
Boatmen’s Natl. Bk. St. Louis
Boston Herald Traveler Corp.
‘Newspaper publisher
Boston Insurance Co
Diversified insurance
Boston” Real Estate Trust...
Mass. Voluntary Assn.
Boston Wharf Co
Real estate, warehouse & storage
Boston Woven Hose
Rubber & cotton hose & belting
Boyertown Burial Casket___
Misc. funeral supplies
Branch Banking & Trust Co.
{(Wilson, N. C.) e *
Bridgeport-City Trust Co.
Conn.)
Bridgeport Hydraulic
Bupplies water to several
Connecticut communities
Brinks, Inc,
Armored car service
Bristol Brass
Metal fabricator
British Mtge. & Trust (Ont.) *31
General loan and trust business
Brockway Motor Co 15
Heavy and medium trucks
Brown & Sharpe Mfg *18
Machine tools
Bryant Chucking Grinder Co. 20
Makes machines for grinding
metal surfaces
Buck Creek Oil 13
In Continental Oil group
Buckeye Steel Castings Co... 16
S8teel castings
Buffalo-Eclipse Corp 13
Bolts, nuts, screws
Bullock’s INC. 'cocceicmcicpmn 24

Large California department store
chain

Burdine’s, Inc, —ocooe___ 15
Florida retailer

Burgess-Manning Co. —_____ 10
‘Mufflers and pipeline snubbers

California Bank (L. A.)---- 33

Lalifornia Oregon Power__.. 12
Operating public utility

_
Unlisted Companies Which Paid Consecutive

1954
$
0.60
2.25
1.20
1.40
3.00
1.50

0.60

1.00

6.00

3.25
1.60

1.60
1.25

1131
5115
16%
381
40
521

8%

1%

225

6715
30%

27%%
16

10.00 220

1.50
1.50
1.30

0.20
2.50
1.50
1.80

1.05
1.00

1.60
1.60

26
171
114%

3%
213
"15%
27%

14%
22%

45
28%

44
44
74
36
75
29
7.0
58

2.7

4.8
53

Dividends From 5 to 10 Years Appear in the
Second Table Starting on Page 39

e ———

California-Pacific Utilities - 11
Operating public utility ;
California Portland Cement. 27

Cement and lime products.
CALIFORNIA WATER

SERVICE CO.
Water supplier

1.40
2.50

2.10

® See page 45 for adverti
Campbell, A

Auto bumpers and grills
Cannon Shoe Co

Manufacturer & retailer of shoes

Carolina Telephone & Tele-

Operates ‘telephone exchanges
Carpenter Paper Co 57
Paper warehousing
Caspers Tin Plate Company. 15
Meta] sheets for containers
Central Electric & Gas. 12
Distributes natural gas, Nebraska
and South Dakota

Central Illinois Elec. & Gas. 22
- Operating public utility
Central Louisiana Elec, Co.. 19
Operating public utility
Central Maine Power Co.... 11
Operating public utility
Central Nat. Bank, Cleveland 12
Central Natl. Bank & Trust Co.
{Des Moines) 17
Central-Penn Nat.Bk.(Phila. ) 126
Central Soya Co 12
- 8oybean processor
Central Steel & Wire Co.._. 12
Metal processing and d!st._
Central Trust Co. (Cinn.)... 19
Central Vermont P. S. Corp. 10
Operating public utility )
Chambersburg Engineering.. 17

Forging hammers, hydraulic
presses.

Chapman Valve Mfg. Co 18
Gate valves, fire hydrants
Charleston Natl. Bk. (W.Va.) 18
Chase ‘National Bank (N.Y.) 75
P Chemical Corn Exch. Bank 126

<Chenango & Unadilla Tel.._. 28
Operating telephone company

pany.
1.20

0.45

27
68

37%

11%
5%

8.00 1143

150
0.80
0.80

1.60
1.05
1.20
1.60

8.00
1.80
1.60

2.00

2.20
0.84

2.50

3.00

250
2.00
$1.91
6.00

*Detafls not complete as to possible longer record.

ttIndicated annual rate since merger.

iEarlier quotation. June 30 figure not available,
p Data shown is for Chemical Bank & Trust Co, which merged
with Corn Exchange Bank Trust Co., effective Oct, 18, 1954,
fhe corporate name now being Chemical Corn Exchange Bank.

¥y Inedmding predecessors,

27%
10%
13%

29

243
21
31%

265
367
31%

34%

5515
15%

33

40%

52
46%
47%
19

5.2
3.7

5.6

(3]
-}

i
=Y T

o o
o O 0 o =

N o o o

oW W

L =
12

Continued on page 26

" Wolume 180 Number 5370 ... The Commercial and Financial Chronicle

: Continued from page 6

'l‘he Long View

of Life

Insurance Investments

dates, it seems clear that in theory
the most stable position can be
obtained by investing the growing
fund in its earlier years in very
long securities with a gradual
shortening of term in the invest-
ment of successive fund incre-
ments. Indeed it may be demon-
strated that the earlier growth of
the fund for a year’s issue should
be invested over long (i.e. to ma-
ture beyond the most distant con-
tractual obligations) since it is
possible in this way to hedge
against movements in the interest
rate which will relate to the in-~
westment of the later growth of
the fund. However, the important

point to observe is that, if a

year’s issue is considered by itself
and if the fundamental principle
of security of performance of con-

tract is borne in mind, most of the

investment which occurs must be
of relatively long term.
Of course a life insurance com-

‘pany does not consider each suc-

cessive cohort of issues as a sep-

_arate investment problem. In prac-

tice investments are commingled
and relate to all of the company’s
obligations and therefore the fu-
ture course of all the business in
force is a determining factor in
arriving at investment objectives.

It is easy to visualize the overall”

situation in the hypothetical case
of a company in a static position
in the sense that the level and
character of its new issues have
not varied for a great many years.
In such a case the future fund for
its business in force would be of a
declining character and the most
stable arrangement of its invest-
ment portfolio would involve a

+ maturity distribution to match the

declines of the fund. -

For most companies the real-
istic. situation is far removed
from that,of a hypothetical static
company. Continuing growth and
expansion of new issues creates a
domination of recent business in
the in-force total. In addition the
mixture of business has been in-
fluenced by recent trends in the

direction of pension trust and
group annuity contracts involving
very long-term commtiments with
a high savings element. (As a
rough

while life insurance reserves are
expanding at about 6% annually,
annuity reserves are growing by
about 9% annually.) As a result
of continuing growth and change
of mixture of business the pros-
pective funds for business in force
tend to exhibit the characteristics
of the fund for a single year’s
business. This means that, if a
company were to abandon new
business, it might easily antici-
pate that its invested funds could
go on increasing for say 10 years

or more and that it might be 20-

or more years hence before the
declining funds had returned to
their current level.

Quite -obviously such a pros-

pective position points to very-
long-term investment of existing:
assets and emphasizes the prob--
lem. of the further future in-°

vestments for existing business in

accordance with guarantees. al-:
ready undertaken. It should also
be observed that as new business-

is added to the business in force

the desirable length of term .of-

investment is extended and the
commitments to make future in-
vestments are magnified. Fur-

thermore, the future investment-
which will" develop from new:
business cannot be expected to’

act as a compensating factor in

regard to' the business in force.
In general, the implicit interest’

assumptions of new business are
determined by competitive forces
based upon opinion as to future
interest. rates. Therefore new
business should not be counted on
to rectify miscalculations related
to business in force. However,
an exception to this principle does
arise where investment for exist-
ing business has been made for

such-a long term that it extends
beyond the maturity of the con-

indication of this latter ..
point it may be observed that
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tractual obligations undertaken.
Such investment.can properly be
regarded as anticipating the in=
vestment requirements of future
new business and of permitting
some of the future income from
this business to be matched with
future outgo on business now in
force with the result that future
commitments to invest are ren-
dered somewhat less uncertain.

Balancing of the In- and the
Out-Flow of Funds

In practice, no company can in-
vest its funds in such a way that
the future cash flow of interest
and principal from its assets will
balance the net cash requirements
of its obligations. Indeed, for the
typical growing company this is
even a theoretical impossibility
because its position is such that
even if it abandoned new business
its funds would continue to in-
crease for a decade or so to the
extent of say 25 or 30% and would

‘not return to the level when new

business ceased for about another
10 years. This means that virtu-

-ally all companies are in the posi-

tion where they cannot insulate
themselves completely against
changes in interest rates. To the
extent that this is not possible and
upon the assumption that it is
much more important to avoid
losses resulting from interest rate
changes than it is to attempt to
profit from them, there appear to
be certain principles of invest-
ment policy which are appropri-
ate for a dynamic growing com-
pany under today’s conditions.
Without detailing: the underlying
reasoning may I summarize these
principles as follows:

(1) Normal investment of a life’
insurance fund implies a distribu-
tion of interest and principal pay-
ments which will in all future
years be sufficient to meet the net
cash outgo on the business in force.
This is the only policy which can
insulate the fund against the ad-
vetrse effect of changes in interest
rates

(2) An investment position
which is shorter than normal en-
dangers the fund if interest rates
decline while a longer than nor-
mal position is vulnerable if in-
terest rates rise.

(3) There is 'much greater dan-

Continued on page 26
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Continued from page 25

‘The Long View

of Life

Insuranc: Invesiments

ger in being too short than in
being too long. Short investment
and reinvestment can involve a
* continuing loss of yield with little
or no chance to offset the conse-
quences of a fall in interest rates.
On the other hand, while an over-
long position may involve sales
some years prior to maturity, this
situation can be advantageous even
if interest rates have risen. 'As
well as this, the overlong position
anticipates the future normal po-
sition resulting from further new
business and hedges against the
future investment required for
further growth of the fund for
business already in force. )
(4) Practical necessity and in-
-vestment judgment both dictate
* departures from a normal invest-
" -ment position. Since these de-
‘partures involve risks of loss from
‘changes in interest rates, adequate
‘surplus earning power and sur-
‘plus position are vital prerequi-
_ sites for these departures. How-
* ever, it may be noted that an ex-
. ‘cess of very short and very long
investments combined in suitable
. 'proportions will be advantageous
"-in the event of any likely form of
change in interest rates, while an
‘ -over concentration of maturities
!~ at the mid-point of the normal
"' distribution is -almost bound to
produce loss in the event of either
a rise or fall in interest rates.
. The application of the forego-
" ing principles to a typical grow-
.ing company indicates that a
normal investment position would
‘have most of the maturities dis-
tributed through the interval from
20 to 40 years hence. The largest
.'departure from normal position
_would likely be in mortgages
which, with an average annual
rate of repayment on portfolio of
from 5% to 15% depending upon
the terms of the mortgages held,
must be regarded as quite short

. dated investments. While mort-
gage yields make this channel of
‘ investment attractive in -spite of
its short-term character, it is de-~
-girable to counterbalance this lat-

ter defect by other investment
which is extra long. Thus there
is room for substantial investment
in very long-term bonds and in
stocks,

The investment distribution of
present assets does not dispose of
the problem of the investment of
the further growth of the fund
for existing business and this
problem poses the continuing risk
of a decline in interest rates. How-
ever, there are some possibilities
of minimizing this problem. For
‘example, a preference for low
coupon bonds purchased at a dis-
count reduces the amount of fur-
ther new investment for existing
business. An aggressive policy in
the sale of immediate annuities,
the acceptance of advance pre-
miums and the current offering of
attractive settlement options will
alter the course of the future fund

-for existing business in such a way

as to minimize future investment
for further future growth. This
calls for continuing collaboration
between. investment, agency and
actuarial officers. As an example,
may I cite the policy of one large
company in regard to the sale of
immediate annuities. This com-~
pany has stated recently that it is
its practice “to tie single premium

immediate annuity rates closely -

to significant changes in interest
rates on new investments” and
that “this practice together with
other considerations resulted in

five different rate bases in the last.

eight years.”
It seems to me that the whole

question of term of investment is.

so important to life insurance
companies that pains should be
taken to avoid as far as possible

those influences which may dis-

turb the desired balance in future
cash flow. On the investment side

the presence of call provisions and.
favorable mortgage repayment op-

tions can create a continuing
threat of loss. During a period
of declining interest rates the in-
vestment ‘position of a life insur-
ance fund can deteriorate rapidly
and substantially through wnole-
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sale excrcise of call provisions
and repayment options. As a gen-
eral rule it is preferable to make
investments which do not contain
these uncertain features and,‘to
the extent that this is not possible,
to assess the form and period of
the options in relation to invest-
ment yields. If the relative unat-
tractiveness to the life insurance
company of these borrower’s op-
tions could be reflected ade-
quately in the yields upon acqui-
sition of new investments, it is
probable that the very one-sided
‘character of the options might
tend to disappear, :

It should also be borne in mind

‘that insurance contracts contain
‘'options which can disturb severely
‘a balanced .
‘Generous “surrender options can
‘embarrass a company  when in-
‘terest rates are high, while gen-
‘erous
-cause corresponding embarrass~
-ment when interest rates are low.

investment position.

settlement options can

However, since these options are
desirable features of the life in-
surance contract, the sound course

“appears to be to exercise sufficient

conservatism in the option guar-
antees so that excessive disturb-
ance in investment position is

“unlikely to occur. This does not
“preclude more liberal treatment
‘under circumstances where the
“investment position 1
- versely affected and in particularl,

is not ad-

the current offering of more fav-

‘orable settlement options when it

is advantageous to augment th
investment funds. i

The Question of Liquidity
Linked closely with the long-

term problem of balanced cash
flow 'is the question of current

" fluctuations in cash flow and the

degree of liquidity which may be
entailed as a consequence. In this
connection it is interesting to ob-
serve that the invested funds of
the life insurance companies

(either including or excluding

policy loans) are growing at an
annual rate of about 7% .which,
combined with investment matur-
ities and regular: repayments on
mortgages, produces a normal net
cash inflow to the companies
which is of the order of about 1%
of total funds each month. While
this constitutes the normal level

Continued on:page 27

Chicago

Dallas

For F inancial Institutions —

® Dependable trading markets on 385 Over-the-Counter Securities

® Nationwide coverage through private wires to —

Glore, Forgan & Co..
Cleveland.. ... ___. SRS S Gottron, Russell & Co.

Los Angeles
Philadelphia

HA 2.
2400
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- Invesiment Gpportunities in the

World’s Largest Market

Cash Divs,
Including
Extras for ‘Quota- Based on

No. Con-

secutive 12 Mos. to
Years Cash June 30, June

Divs. Paid

Chicago Cily Bk. & Trust Co. 19
Chicago Miil & Lumber
Wood boxes
Chicago Title & Trust Co.--
Chilton CO. e s
-Publisher .of business maga
Christiana Secur, Co
, Holding .company
Citizens Commercial & Sav-
ings Bank (Flint, Mich.) ..
Citizens Fidelity Bank & Tr.
{(Louisville)

19
s I/

- Citizens Natl. Trust & Sav- :

ings Bank (Los Angeles)_-
Citizens Natl, Trust & Savings
Bank (Riverside, Cal.)____
Citizens & Southern National
Bank. (Savannah)
Citizens & Southern National
Bank of S. C, (Charleston)
Citizens Utilities
Serves West Coast and New Eng-
land communities
City National (Houston).___
City National Bank & Tr. Co.
. (Chicago)
City Natl, Bank & Trust Co.
+ (Columbus, Ohio)
City National Bank & Tr. Co.
‘ (Kansas City) ¥
Clearing Machine Corp
- Power presses
Cleveland Trust Co
Coca-Cola (Los Angeles)._..
Coca-Cola (New York)
Coca-Cola -(St. Louis)
Collyer Insulated Wire

Supplies utilities and construction
industries

4 Colonial Stores

Retail food stores 1 South
Colonial Trust Co. (Pittsb’gh) #29
Colorado Central Power Co. 20

. Electric light & power supplier
Columbia Baking Co 2
' Boutheastern baker

Commerce Trust (K, C.)-._- 18

- Commerce Union Bank

. (Nashville)

Commercial Shear. & Stamp.
= Structural steels .
Commercial Trust Co. of New

Jersey (Jersey City)

18

" Commonwealth Trust Co.

(Pittsburgh) :
Concord Elect.- (New Eng.)._ 49"
Operating public utility
Connecticut Gen. Life Insur. 76
. Diversified insurance
Connecticut Light & Power. *35
Operating puhlic utility
;‘GONNECTICUT POWER CO. 39
Electric & gas public utility

1954
$

1.00

303.00

12.50
73.86
2.65
1.60
1.35

1.20
10.43

2.00
11.83
10.40

0.40
0.80

6.00
1.50
2.00
1.35
2.00
2.00

9.00
1.16

1.00
2.00
10.90
10.98
3.00

7.00
2.40

tion

1954
$107

19%

59
20

9200

93

210 -

0.90
2.25

17
40

® Sce page 31 for advertisement of this company.

Consolidated Lobster Co.
Largest lobster distributor

Consolidated Naval Stores..
Holding co., diverse interests

Consolidated Rendering Co.-

' Fertilizers, hides and pelts . - .
Consol. Water Pwr. & Paper

‘Enamel book paper
Continental Casualty

' Diversified insurance
Continental Gin ;

- -Mirs. cotton ginning equipment
Continental I11. Nat. Bk. & Tr.
Continental Natienal Bank

(Fort Worth)
Cornell Paperboard Products
Wall & paperboard & containers
County Bank & Trust Co.’
Paterson, N. J.) 85
County Trust (White Plains) *29
Creamery  Package Mfg
Creamery, dairy, ref. machinery
Crompton & Knowles Loom. 15

. V'WIde‘ yariety of looms

Crown' Life Insurance Co.._. *28

¢ Life, accident- and sickness; galso
anxtuities '

Cutter Laboratories
‘Biologicals and pharmaceuticals
Dahlstrom Metallic Door Co. 12
Doors, mouldings, cabinets
Dallas National Bank (Texas) 51
Dallas Railway Terminal____ 12
Local. transit -facilities
Dan River Mills, Inc
Textile manufacturing & finishing

19

19
14

.Dayton Malleable Iron Co.._

Iron and steel castings
Delaware Railroad Co
Leased & operated by P.R.R.

6.00
4.00

1.33

2.80
3.00
4.00
2.00
1.00

3.50
11.95
1.50

0.50

300

481,
321,

134
139
941,

21
14%

30,

Approx.
% Yield

Paymts. to
June 30,
1954

4.7
8.1
5.6
5.0
3.3

2.1
37
3.9
3.8
3.8

3.4
24

3.7 -

e

90
27%

147,

20.00 £1250

0.40
0.90

2.40
al.40

1.00
175
2.00

111
10%2

74
9%

13%
17%
43

*Details not complete as to possible longer record.

tAdjusted for stock dividends, splits, etc.

tEarlier quotation. June 30 figure not available.
a In consideration of valuable concessions made by Dallas, Texas,
the company agreed, effective July 7, 1954, not to pay an-
,nual dividends:'of more than 70 cents a share for g period

of 5 years. .
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Invesiment Opportunities in the
‘ World’s Largest Market

Cash Divs,
Including
No. Con- Extras for
secutive 12 Mos. to

Quota-
tion

% Yleld
Based on
Paymts. to

Years Cash June 30, - June 30, June30
Divs. Paid 193 1954

Delta Electric' Co

Auto and bicycle lamps and horns

1.05

Dennison Manufacturing Co..

Voting Com,

Tags, labels, seals & paper pack-
aging materials

Dentist’s Supply (N. Y.)____
Artificial teeth and other dental
supplies

Denver Natl. Bank (Denver)

Derby Gas & Electric
Connecticut oper. utility

Detroit & Canada Tunnel___

Owns and operates international
tunnel

Detroit Harvester
Auto parts & farm equip.
Detroit International Bridge
Operates bridge to Windsor
Dewey & Almy Chemical___

Sealing compounds, adhesives

Dictating & transcribing
machines

Dime Bank (Akron)
Discount Corp. of New York
Discounts acceptances
Dixie-Home Stores
Grocery chain
Dixon. (Joseph) Crucible Co.
Crucibles, graphite, paint
Doeskin Products, Inc
‘Tissues
Dollar Savings & Trust Co.
(Youngstown)
Douglas & Lomason- Co

Auto moldings, stampings,
hardware

Drackett Co."
Boybean products “Drano,"”
**Windex”

Dravo Corp, -
Heavy engineering projects,
marine equipment .

Drexel Furniture Co
Quality furniture

Drovers Natl. Bk. (Chicago)

Duff-Norton
Industrial jacks and lifting equip,

Dun & Bradstreet
Credit and marketing reporting

Durez Plastics & Chemical__
Phenolic plastics and related
chemicals

Duriron Co.

Corrosion resistant equip.

140

1.00

0.70

1954
133%

18%

14%

331, -

123%
3034

14%
18%
27%
68
481

158
26
6014
121,

83

27

11%

42

5.4
3.7

6.0

Unlisted Companies Which Paid Consecutive
Dividends From 5 to 10 Years Appear in the
Second Table Starting on Page 39

Eastern Racing Assn
Suffolk Downs
Eastern Utilities Associates.
Holding company, New England
interestg
Edison Sault Electric Co
Operating public utility
Edison (Thomas A:.) Class B
Batteries, dictating machines, air-
craft and industrial instruments
El Paso Electric Co
‘Texas operating utility
El Paso Natl. Bank (Texas)
Emerson Drug of Baltimore.
Bromo-Seltzern
Empire Southern Gas Co.__..
Natural gas public utility = -
FEmpire Trust (N, Y.)__.____
Employers Reinsurance Corp.
Diversified insurance
Equitable Security Trust Co.
(Wilmington)
Equitable Trust Co. (Baltl)
Erie & Kalamazoo RR
Leased by New York Central.
Exolon Co.
Abrasives & refractories
Fafnir Bearings
Bearings & related equip.
Fairmont Foods
Food processor and dlstrlbutor
(frozen and other foods)
Fanner Mfg., _______________
Manufactures chaplets and chills
for foundries
Farmers & Merchants Bank
of Long Beach (Calif.)____
Farrel-Birmingham
Castings, gears, ete.
Faultless Rubber
Misc. rubber goods, sponges
Federal Bake Shops, Inc
Retail baking chain
Federal Compress & Warehse.

0.28
2.00

0.55
$1.19

1.50

240
1.00

+1.00

3.00
180

3.50
$0.90
3.25

110

2.40
0.75

70.74

12.40
2.25

1.15
0.65
2.25

Cotton cempress and warehouslng .

Federal Insurance Co
Marine and other types
Federal Screw Works

Berews and machines

0.70
1.50

*Details not complete as to possible longer record,
tAdjusted for stock dividends, splits, e
3Earlier quotation. June 30 ﬂgure not avallab!e

Continued on page 28
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4
32%

11Y

7.0,
6.1

49
52

4.7

3.6
7.0

52

2.2
2.9

4.6
23

63

6.3
4.1

70

3.4
6.9

5.5
9.1
52
2.2

8.7

v,Continued from page 26

The Long View

of Life

Insurance Investments

of new investment, it is consider-

- ably augmented by sales and re-

demptions of securities and special
mortgage repayments, so that the
gross level of néw investment is
about 1% % monthly.

Most elements of the cash in-
flow can be predicted within nar-
row limits on a monthly basis for
12 or more months in advance. It
is important to note in this con-
nection that new business (except
for single premium - business)
has very little influence on cash
flow for a period of a year or
more after it is written, while
current . fluctuations in - death
claims, surrenders and policy
loans under .most conditions are
of small magnitude in comparison
with the high level of cash flow.
Indeed it may be recalled that the
very heavy demand for surrenders
and loans in the early thirties was
insufficient to cause a reversal of
cash flow and that assets (even
excluding policy loans) continued
to increase. Under today’s condi-
tions the presence of statutory de-
laying provisions for surrenders
and policy loans, the fact that in-
creasing proportions of policy
funds are in the form of non-
withdrawable pension reserves,
and the widespread prevalence of
unemployment-insurance, all com-
bine to lessen the likelihood of an
extremely heavy demand for sur-
renders and loans. It would seem
that the only important unpre-
dictable elements in current cash
flow are excessive security re-
demptions and special mortgage
repayments, both of which usually
involve premiums or penalties
which - compensate for lack of
notice and which, in any event,
operate to increase cash flow
rather than to reduce it.

. The foregoing observations point
to the conclusion that the circum-
stances of the life insurance busi-
ness are not such as to require
a significant liquid position with
the consequent loss of yield which
this entails. Why then do the life
insurance companies consistently
maintain balances of cash and

very short-dated government se-
curities (due or callable in less
than one year) which together
fluctuate narrowly around an av-
erage level of 2% of assets for
all companies combined? Why
would it not be better to operate
in a continuing flexible overdraft
position with banking accommo-
dation obtained for the purpose
at interest rates comparable to
those obtainable on new invest-
ment? Such a course of action
involving “borrowing short” and
“investing long” would contribute
to the solution of the long-term
investment problem of the grow-
ing life insurance fund. From the
short-term point of view it would
anticipate the investment of nor-
mal net cash inflow by a month or
two “rather .than maintaining a
continuing “liquidity lag” of about
two months in new investment.
In the process ‘the direct cost of
the present liquidity policy (which
amounts to about six cents ‘in
yield or about $50,000,000 annu-
ally for all companies) would be
avoided. In addition it may be
permissible to assume that selec-
tion of new investment against a
flexible overdraft position rather
than against idle cash would tend
to result in a more satisfactory
combination of yield and term of
investment. -

Of course, it should be pointed

‘out that it is common practice for

the life insurance companies to
make ' substantial forward com-

-mitments for new mortgage and

security investment and that since
these conmimitments cover many
months of normal net cash
inflow, it is desirable to main-
tain. a liquid position to pro-
vide for irregularity in - com-
mitment outgo and variations
in actual as compared with esti-
mated cash inflow. However, the
high degree of predictability of
cash inflow over the normal pe-
riod of future investment com-
mitment and the use of specialized

short-term ' investment (such as
secured notes) to cover unusually

high commitments, would indicate -

“(1615) 21

that current cash position is not

of great importance in providing

for future investment commit-

ments. As well as this, it may be

observed that a flexible overdraft

position and a predictable cash

inflow can in conjunction cover

a heavy program of commitments

with prov151on for emerging vari-

ations in cash inflow and for most

of the irregularities in cash outgo

for new investment.

. Another obvious reason for the

maintenance of a significant cash

position is the desire to take ad-

vantage of unusually attractive

investment opportunities when

they arise. However, a study of |
the monthly movements of the |
companies’ cash and short-term

government positions over the last

several years and, in particular,

the movements during the course
of the shifts in the bond market

in 1953, does not indicate anything,
more than very modest use ofj
cash to take advantage of special §
investment opportunities. Cer-
tainly. the limited advantage taken
could not have produced a differ=’
ence. in purchase ‘price through
timing of new investment which
came anywhere close to compen-
sating for the loss of income on
the average liquidity position
maintained through the period.

Of course, there are other argu- |
ments in favor ' of substantial |
liquidity such, for example, as the
high gross cash turnover of the
companies in relation to the size
of their bank accounts and the dif-
ficulties in relation to banking ar- {
rangements . and . charges which
any other liquidity policy might
entail. However, the combination
of a regularly growing fund re--
quiring long-term interest yield- '
ing investment together . with
accurately predictable short-term
cash flow, puts almost every com= '
pany ‘in the position where it
should be reassessing continually
the liquidity pohcy which it pur-
sues not only in terms of the costs
involved but also in relation to
the stability of the company’s in=
vestment ppsition.

. There is some indication that
those companies in the asset range
of $200,000,000 to $1,000,000,000
tend to operate with conSIderab)v
narrower cash positions  than
either the smaller or larger com-
panies, presumably because they
d? not have the less predictable

Continued on page 28
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{

fluctuations of the small com-
panies nor the investment diffi-
culties attendant upon the im-
mense cash flows of the giant
companies. One such company,
with assets in the middle range,
has shown a net bank overdraft in
its balance sheet at the last two
year-ends,
when the size of the overdraft was
somewhat more than 1% of assets,
this company, in commenting on
the overdraft stated in its annual
.report that “Under this arrange-
ment the company has been able
to take full advantage of attrac-
tive investment opportunities, par-
ticularly in the mortgage field. In
addition, uninvested funds which
normally accumulate in the slack
building months of the winter, are
kept to a minimum.”

Common Stocks as Life
Insurance Investments

In recent years there has been
considerable debate as to the mer-
its of the investment of life insur-
ance funds in common stocks in
order to provide policy benefits
of more stable purchasing power
in relation to a changing currency
valve. I dn not propose to engage
in this debate today beyond stat-
ing my view that the present
stature of life insurance and the
esteem in which it is held rest
upon its demonstrated ability to
deliver specified numbers of dol-
lars in accordance with the provi-
~s1ons of its contracts. Of course
thls means that life insurance con-
gtracts are best suited to stable
currency conditions and there-
.fore that life insurance companies
“should be continuing advocates of
-stable currency. I believe that life
insurance would have .nuch more
to lose than to gain by endeavor-
,ing to adapt its contractual obli-
gations to ' changing currency
values except Possibly to a very
limited extent in relation to policy
dividends.

If life insurance is to continue
in its course of providing fixed
dollar benefits, security of per-
formance of contract is not com-
patible with significant common
stock investment, for while the
iong-texm character of common

At the end of 1953,

stockholdings fits the needs of the
life insurance fund the varlablllty
of dividends or of prices in the
event of sale do not. However,
there is a logical purpose for com-
mon stock investment which seems
to be overlooked in discussions of
the subject and since this purpose
is an important one I should like
to describe it.

In life insurance company bal-
ance sheets the policy reserves
consist of the present value of
future benefits less the present
value of future net premiums,
both calculated under appropri-
ate and safe assumptions as to
interest and mortality. In the
valuation process the future load-
ings are ignored as is likewise the
case with the future expenses on
business in force, which are as-
sumed to absorb all or most of the
future loadings. The point which
is overlooked is that the present
value of future loadings which is
assumed to offset the present value
of future expense is a valuation
of specific future loading dollars
while the present value of future
expense involves assumptions as
to the wage and price levels which
will obtain when the expense is
incurred.

It is true that part of this future.

expense (e.' g., commissions and

taxes) is not highly sensitive to’

changes in currency values, How-
ever, if commissions, taxes and all
other expenses directly related to
new business are omitted, it still
would appear that with branch
office operation the remaining ad-
ministrative expense ‘is of the
order of about 10% of premiums
in magnitude and that the present
value - of the administrative ex-
pense, which the reserve calcula-
tions implicitly assume will be
paid for from future loadings,

-amounts to something more than

a year’s premium income for a
typical company. With the rela-
{tionship of premiums to assets
which obtains for all companies
taken together, the indicated value
of this present value is about 15%
of assets. Thus one might amend
a company balance sheet by re-
ducing the policy reserves by
about 15% of assets through the
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process of deducting the present

value of that portion of future’

loadings which are assumed to
offset the present value of future
administrative expense (other
than taxes, commissions and direct
new busmess expense) and by
adding a special liability (of the
same amount as the deduction in
reserves) to provide for the com-~
pany’s future obligations to ad-
minister its business in force.

It should be bofne in mind that
such a special liability would not
relate to expenses which are in-
sensitive to changes in currency
values nor to expenses to be
borne by future new business. The
liability would cover the present
value of the estimated future cost
of administration related to the
business now in force. But since
these future costs will be deter-
mined in very large part by the
price and wage levels of the fu-
ture, the course of prudence
would appear to dictate an invest-
ment policy in relation to this
liability which is designed to en-
sure, as far as possible, the dollars
required to pay for the future ad-
ministrative services which the
company has undertaken to per-
form,

Without pursuing the question
in detail, it may be observed that
the problem is similar to that of
providing a group of annuitants
with annuities of stable purchas-
ing power and the recent research
of the Teachers’ Insurance and
Annuity Association on this latter
problem indicates an investment
policy which provides for roughly
an equal division between debt
securities, and common stocks.
Thus a special liability for future
variable administrative expense
of about 15% of assets might prop-
erly be covered to the extent of
about half its magnitude by the
investment of about 7 or 8% of
assets in common stocks. Properly

speaking this latter total should.

embrace company owned and oc~
cupied real estate which is not
only a form of equity investment
but also makes direct provision

for a portion of the future admin-

istrative expense.

- It should be noted that the sug-
gestion of a level of common stock
investment amounting to 7 or 8%
of assets for the purpose of more
certain coverage of future admin-
istrative expense in no way does
violence to the concept of fixed

dollar policy benefits provided for-

by fixed dollar investments. In-
Continued on page 29
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Continued from page 27

No. Con-
secutive 12 Mos. to

Cash Divs.
Including

Extras for Quota-

tion

Approx.
% Yield
Based on
Paymts. to

Years Cash June 30, June 30, June 30,
1954 1954

Divs. Paid

Federal Trust Co. (Newark) 10
Ferry Cap & Set Screw Co... 14
Screws and bolts
Fidelity-Philadelphia Trust.. 88
Fidelity Trust Co. (Balti.)-.- *29
Fidelity .Union Tr. (Newark) *33
Fifth-Third Un. Tr. (Cinn.). 17
Fireman’s Fund Insur. Co...- 46
Western fire underwriter
Firemen’s Ins. Co. (Newark)
Diversified insurance
First Amer. Nat. Bk.(Nashv.)
First Bank Stock Corp

Holds bank stocks in Minneapolis
Federal Reserve District

First Bank & Trust Co.
South Bend)
FIRST BOSTON CORP

Investment banking

@ See page 25 for advertisement of this company.

First Camden National Bank
& Trust Co. (N. J.)cecacz 10
First Natl. Bank (Akron).._ 15
First Natl. Bank (Atlanta)__. *25
First Natl. Bank (Balt.).._. 26
First Natl. Bank (Birming.). 11
First Natl. Bank of Boston.. 170
First Natl. Bank (Chicago)_- 18
First Natl. Bank (Cinn.)_.___.' 29
First Natl, Bank (Dallas)... *24
First Natl. Bank (Denver)_. *29
First Natl. Bank (Ft. Worth) 20
First Natl. Bank .(Houston)__. 21
First National Bank (Jack=-
son, Miss.)
First Natl. Bk, (Jersey City)
First Natl. Bank (K. C.)
First National Bank, Trustee
shares, (Louisville)
First National Bk. (Madison)
First Natl. Bank (Memphis)..
First National Bank (Miami)
First National Bank (Mobile)
FIRST NATL. BANK (N. Y.)
® See page 30 for advertisement
First Natl. Bank (Omaha)..
First Natl. Bank (Phila.)_—_.
First Natl. Bank of Portland.
First Natl. Bank (St. Louis).-
First Natl. Bank (St. Paul).._
First Natl. Bank (Scranton)
First Natl. Bk. (Shreveport)
First National Bank (Tampa)
First. Natl. Bank Tr. (Tulsa) -
First Natl. Bank (Wichita)__
First National Bank & Trust
Co. (Bridgeport)
First National Bank & Trust
Co (New Haven)
First Natl. Bk. Tr.(Okla. City)
First National Bank & Trust
(Paterson) '
First National Exchange Bank
of Roanoke
First National Trust & Savings
Bank of San Diego 19
Fitchburg Gas & Elec. Light #67
Serves Mass. communities
Fletcher Trust Co.
(Indianapolis)
Florida National Bank ' °

*31

(Jacksonville) 18

Fluor Corp., Ltd 11
Plants for qil, gas and chemical
industries

Foote Bros, Gear & Mach.... 13
Gears & transmiss. equip.

Foote-Burt Co. 25
Drilling, reaming, tapping . .
machines

Foremost Dairies 2 11

Dairy products and frozen toods' B

Fort Pitt Bridge Works 127

» Structural steel farbication

Fort Wayne National Bank
(Indiana) 19

Ft. Worth National Bank-_- 70

Fourth Natl. Bank of Wichita *29

Franco Wyoming QOil Co..___ 19

Holding company. Also finances
oil developments
Franklin Life Insurance Co.. 12
ﬁ?rtlclpmmg & non-participating
e
Franklin Process Co 40
Yarn dyers and manufucturers
Fresnillo Co. ;
Mines and treats various metals

Frick €0; soorcone g 02

Ref. equip. & farm mach.
Fuller Mfg. Co

Truck parts
Fullerton Qil Co

Crude oil, natural gas, gasoline

1954
$

1.00

0.80

3.10
3.00
2.40
2.00
11.45

1.00
1.40

11,19

0.90
4.00

1.10
1.00
1.60
2.50
3.50
72.33
8.00
1.20
1,30
10.00
2.00
1.50

0.60
2.00
3.00

3.80
10.50
2.40
175
4.50
23.00
11.83
71.25
1.60
2.60
21.00
2.00
2.00
1.70
1.20
8.00

0.60

4.00
1.00

3.00
2.10
185
3.00
2.00

10.65
1.20
1.30
235

130
2.25

2.20
0.25
1.00
2.20

0.50

175
§0.25
2.25
1.20
0.75

261,
7%

64
69
53%
54%
63

337

2815
291

24
44

1711

*Details not complete as-to possible longer record.

_tAdjusted for stock dividends, splits, etc

$Rarlier quotation. June 30 figure not available,

“§Less 15% Mexican dividend tax.
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life insurance investment policy
may be regarded as decisive.. This
is particularly true of corporate’
debt financing where for many
years the net. acquisitions of cor=
porate debt by the life insurance.
companies have exceeded the net
increase in corporate debt out-.
standing. The rising proportion of

< Continued from page 28

The Long View of Life
~ Insurance Investments

Invesiment Opportunitiesin the *- >
World’s Largest Market

Cash Divs. Approx.
Including % Yield
No. Con- Extras for Quota- Based on
secutive 12 Mos. to * tion  Paymts. to
Years Cash June 30, June 30, June 30,

Divs. Paid 1954 1954 1954

Fulton Bag & Cotton Mills__ 21

21
‘Galveston-Houston Co, 15

49

Bags and tents
Fulton Natl. Bank (Atlanta)

Holding Co. Bus mdustry
Garlock Packing Co
Mechanical packings, gaskecs,
 asbestos brushes

Gary Natl. Bank (.Indlana)__ 13

General Controls
¢ Automatic controls for rpressure
and temperature o

General Crude Oil Co. . 16

Southern producer

General Dry Batteries 25

Production and sale of batteries

General Industries Co. —____ 14

Plastics; Also makes small erec
motors
General Reinsurance Corp... 20
All casualty and bonding lines
Georgia Railroad. & Bkg. Co. 66
Holding co. Rail interests

Gerber Products Co 13

Baby féods

Giddings & Lewis Mach. Tool 17

© Boring, milling and drilling ma-
chines

Girard Trust Corn Exchange
Bank (Phlladelphla)

Turret lathes and tools -
Glens Falls Insurance Co e
- Fire .underwriter . *
Globe Steel Tubes Co
Beamless welded tubes
Good Hunior Corp
Well-known ice cream retailer

Grace Natl. Bankof New York = ?

117 -
Gisholt Machine Co 19

»

3

0.40

1.25
1.00

1.25

6.00
0.80

$0.10.
~0.60

12

- 29%

9
19

‘155"

11.45
7.00

71.40-

2.55

2.60
11.36

2.00
4145

+0.23°
6.00

25

587

- 2%
6o,

21%
7%
195

33

42 .
111 -

6.6 -
20°
49
'0.2.
3

79,

i

35
35:

B B

10.2°

b

44"
6.0

29,
6.7
i 1
$17

Unlisted Companies Which Paid Consecutive
Dividends From 5 to-10-Years Appear in the
. Second Table Starting on Page 39

Graflext, Inc. wiiiiicieoadiin *11
Cameras

Graniteville Co.
Cotton fabrics.

Great Amer. Ins. Co. (N, Y.) 81

Diversified insurance
Green (Daniel) Co
House slippers
Green Giant Co.; Class B___
Vegetable canning & distribution
Grinnell Corp
Sprinklers & plumbing equlpmenf,

Gruen Watch Co 13°

Watches

Guaranty Trust (N. Y.)—_-2. 62

Gulf Life Insurance Co. 22
-Life & accident

Gustin-Bacon Mfe. Co 16

Glass fibre insulation products

Hajoca Corp. 12
39

Building supplies
Halle Bros.
Ohio merchandise distributors

Haloid - Co. 25

Photo papers, copying processes
Hamilton Mfg. _____________ 15
Wood and  steel products
Hamilton National Bank
(Chattanooga)
Hamilton National Bank
(Knoxville)
Hamilton National Bank
(Washington, D. C.)______ 18
Hanna (M. A.), Class B

Coal, iron, steel

Hanover Bank (N. Y.).-____ 102 |

Hanover Fire Insurance
Diversified insurance

#30

0.50°
1.80
1.55
5.20
0.90
3.00

1.20°

3.50
0.50

0.35
1.50
1.00
1.40
0.80

10.00
16.38

250

2.00

73.67
1.80

9%
28
38%

167
17%
73
11%

L 67%
2614

20%}

21
22

260

"985

100
,79

8815
407

*Details not complete as to possible longer record

tAdjusted for stock dividends, splits, ete.

fEarlier quotation. June 30 figure not available.

Continued on page 30

5.4 -
64°
40°
78
5.1-

h b

10.2

52
19

1.7
71"
45

21
78

38
22"
28
25
41,
44
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Trading Depnrlment

deed performance of contract be-
comes even more certain since
‘there is a continuing hedge against
‘the impact “¢f inflation upon an
administrative ‘expense burden
which was contracted for in yes-
terday’s and today’s dollars. As
.well there is a further element, of
stability which derives from' the
‘circumstances that common stock

‘investment of a permanent char- -

‘acter -is of obviously longer term
‘than the administrative expense
liability which it covers.: This
‘means that the variability of divi-
‘dends” and market values of the
‘common stocks held can be related
‘to the administrative expense ob-
‘ligation = while the long-term
‘characteristic. of the "stocks can
form part of the maturity distri-
‘bution’ of the investments held for
-the policy obligations. Therefore,

-‘administrative expense: can in
-‘fact bé met from premium or in-

‘terest iricome or from disposal of
‘other assets but variability in the
‘expense-due to changing turrency
values. will be roughly -offset by
the common stock ‘dividend and
-market movements.'

< Admittedly ‘the' foregoing sug:
‘gestion” as' to common stock in-
lvestment may sound radical, par-
‘ticularly in the light of the fact
-that for the companies as a whole
‘common stocks together with com-

‘pany - owned and occupied real

-estate amount t6 only about 1%, %
‘of assets—about one-fifth of the

‘suggested level,” However, I feel

that the purpose involved and.the
specific - nature ‘of - the "level of
-common stock investment indicate
the justification. for ' a  serious
study of the proposal at least. In
this connection it is very interest-
ing to note that the Canadian fed=
.eral insurance law which is based
‘upon - an .intimate knowledge of
the operations of Canadian com-
Ppanies permits an-investment of
15% of assets in.common stocks,
.a limit which, as I have indicated,
.approximates to the present value
of future variable administrative
expense. to be paid for from the
business. currently in force. This

15% limit might be interpreted as
permission to invest in common

.stocks the full amount of a normal

liability for. variable :adminis-
trative expense or, alternatively,
up to half of an abnormal liability
as high as twice the normal which
might arise in the case of a rap-
idly growing company specializ-
ing in protective type business.
There is one further suggestion
which I should like to make in re-
gard to common stock investment.
Many of the best common stocks
available ‘today are those of com-
panies with substantial prior com-
mitments:in bonds. In such cases
it is desirable that, whatever frac-
tion of the total common stock is
purchased, there should be a par-

-allel holding of at least a corre-

sponding - fraction.of the bonds.
‘Any such parallel holding of com-
mon stock and bonds may.be re-
‘garded as an “across the board”
‘part ownership .in the enterprise
with' exactly the same: prospects
as if the whole ‘of the 1ssumg com-
pany’s fmancmg were in the form
‘of .common . stock -but with- some
tax advantage in relation to the

borid financing, = From the ‘con- |

'servative point of view the whole
of .each “across the board” invest-
ment may be regarded as_part of
‘the common stock portfolio rather
‘than the’ residual common stock
‘alone ‘and - therefore the equity
position may be regarded as con-
‘siderably greater than appears on

‘the surface.

I Life Insurance and Capital

] Formation
So far I have confined my re-
marks to the problems of invest-
ing life insurance funds in rela-
tion to the-life insuranee business.
However, it should constantly .be
borne in mind that the aggregate
funds of the life companies -and
their continuing. furnover and
growth are of very great impor-
tance in the overall capital forma-

tion and financing of the economy.

Indeed, in some sectors of the .

capital markets the influence of

' longer terin debt,

corporate . debt held by the life
companies now approximates to
60% of the total outstanding. As
‘well as this, the route of direct
placement of new corporate debt
has assumed an importance in
volume equal to-that of public.
offerings and the life companies
absorb almost the full amount of
direct placements. Direct place~
ment has solved two “important
problems with which the com-
‘panies have been faced. In the .
first place it has permitted the
Jargest companies to make the
very large single investments

which their great size necessitates.

In the second place, and more im-

portantly, it has meant that the

Jength -of term of investment and

the redemption provisions of the

Joans are much more suitably re-

lated 'to the requirements of life

insurance: funds. Furthermore, it

is interesting to note that in gen-

eral the characteristics of invest-

ment which fit the needs of. the
life :companies are also desirable,

‘or at least acceptable, from the

point of view of the corporate

borrowers.

While' the freedom of the capital
markets precludes any such resulg
-as one. where. corporate debt fi-
nancing in general becomes a di-
rect admnct of life insurance
iinvestment, there is a direct re-
sponsibility resting upon the life
companies to meet all of the rea-
sonably required corporate bor-
‘rowing, particularly in the field of
The modern
corporation-is a chief instrument
of the system of private competi-
tive enterprise upon which the
North American economy rests
while the modern life insurance
company is predicated in all of
its operations upon this same sys=
tem. The capacity of life insur=

;ance to meet the long-term bor-
‘rowing requirements of corpora=

tions already has been amply

- demonstrated and, in consequence,

any failure on the part of life in-
surance tomeet theserequirements

Continued on page 31 ‘

At Your Service

SINGER BEAN & MACKIE, Inc.

40 Exchange Place
HAnover 2-0270

FIRM TRADING MARKETS
IN OVER- 250 STOCKS

Direct Wires to

Reynolds & Co., Philadelphia
Arthur M. Krensky & Co., Inc., Chicago

New York 5 -
NY 1-1825 & 1-1826 . -

MERRILL LyNcH, PIERCE, FENNER & BEANE Ned J. Bowman Company, Salt Lake City

' _ 70 PINE STREET . NEW YORK 5, N-Y.

Oﬂices in 106 Cities
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

The Government market seems
to be backing and filling waiting
for the time when guesses and
predictions about how the Decem-
ber refunding is likely to be han-
dled will be more important to
the owners of Treasury obliga-
tions. To be sure there will be
plenty of conferences as to how
the December operation could be
taken  care of, but as usual the
Treasury will most likely do what
it has decided upon ahead of time.
Although it is still a bit early for
rumors as to what will be done in
the December refunding, it seems
as though short-term and inter-
mediate term obligations have the
lead as far as an “exchange pack~
age” is concerned. A long-term
government bond appears to be
out as far as the refunding is con-
terned.

The Government market, ac-
cording to some specialists, is not
likely to get more than a small
amount of long-term bonds in the
future and these may be floated
principally for new money raising
purposes.

“Active Ease” to Continue

The money market is expected
to stay pretty much on the con-
structive side because a policy of
“active ease” is looked for in the
foreseeable future. It seems as
though the money market is going
to be concerned, not only with the
digesting of the new 1%% note,

but also with the flotation of cor-
porate securities, tax free obliga-
tions and mortgages.

Likewise considerable attention
is going to be given to preparing
the market for the sizable and

important refunding operation .

which will take place near the

end of the year. Not to be lost .
sight .of either are the prospects °

that new money will be raised by
the Treasury in-the near future,
which some believe will be a part
of the big year-end operation.

There seems to be a growing
feeling among money market spe-
cialists that economic conditions
will continue to be very impor-
tant as far as the Government
market is concerned. This is ex~
pected to be especially true when
it comes to the type or kind of
securities that will be used by the
Treasury in future refundings and
new money raising operations. The
money market will most likely be
kept in much the same condition
which it has been, so that mort-
gage financing can be carried on
without any important competi-
tion from the Treasury. In addi-
tion, the flotation of securities by
corporate entities is likely to con-
tinue, as well as the offering of
revenue obligations and other tax
free securities. These issues would
not be so well taken if they were
to have competition from Gov-
ernment- securities.-

Since these various issues have
an important effect upon the

b

*Loans and discounts

Other securitics

standing
Banking House

Surplus
Undivided Profits

THE FIRST NATIONAL BANK

OF THE CITY OF NEW YORK

Report of Condition
At the Close of Business September 30, 1954

- RESOURCES

Cash and due from banks ...
United States Government securities +.....

. Stock of Federal Reserve Bank ..... e

State and Municipal securities

Customers Liability on Acceptances oute

Other assets ......... T

LIABILITIES

Capital ...ovvuunnn verevenee $ 30,000,000

$152,139,101
210,224,084
194,585,581
3,900,000
53,932,278
81,981,403

teserseenenne

2,500,000
4,125,930
40,888

- $703,429,265

100,000,000

13,266,903  $143,266,903

Dividend payable October 1, 1954

Reserve for taxes and assessments

1,500,000,
5,095,637
2,500,000
.. 227,096

Acceptances outstanding ..,.,

Other liabilitics .iv...vun.s .

Ui 8o sopasmmen s 65 $ 31,359,919
Banks 99,221,510
All other ....... .. 420,258,200

Deposits:

550,839,629
'$703,429,265

U. 8. securities pledged to secure public and trust deposits, to
qualify for fiduciary powers and for-other purposes,-as required
by law, and loaned against other collateral $62,153,122

Member Federal Deposit Insurance Corporation - -~

gitized. for FRASER
. raser.stlouisfed.Qrgl. ...

The Commercial and Financial Chronicle ... Thursday, October 21, 195§

economy of the country, and the
business pattern is none too vigor-
ous, it is not expected that the
monetary authorities will be in-
clined to do anything which would
interfere with the current position
of the money market. As a matter
of opinion, it seems as though a
certain amount of help by the
monetary authorities in order to
give the money market a some-
what easier tone would not be
entirely unexpected.

December Refnndmg Must Be
- “Sweet”

The Dec. 15 refunding is ene of
the potent forces in the money
market at this time. Not only is
is a very large one, but it is also
important that issues be used
which will fit into the pattern
which has been in style for some
time now. The 1% % note was no
ball of fire and this was for a
relatively small amount of new
money. With much larger amounts
involved in the December opera-
tion, securities that are attractive
to the present holders of the ma-
turing issues will have to be of-
fered. This probably means also
that the money market will be
given some kind of help so that
the refunding “package” will be
well taken by the owners of the
December maturities.

Commercial banks and the
Central Banks are important own-
ers of the securities that come due
in middle of December. Even
though - these institutions could
turn in the maturing obligations
for long-term government securi-
ties if they should be part of the
late year refunding operation, the
deposit banks as well as the Fed-
eral Reserve Banks usually stay
on the shorter end of the Treasury
list.

Accordingly, they seem to pre-
fer those securities that do not
have too long a time to run to
maturity because of the need for
liquidity. Because of this, it is
believed that the issues which will
be offered in exchange for those
that mature in the middle of
December will fit the needs of the
institutions that must have securi-
ties for liquidity.  This would seem
to indicate that short-t&m or
intermediate term securities
would be the ones go be expected
in the next refunding. A token is-
sue of long-term government
bonds for new money purposes
might not, however,
pected. This would no doubt be
predicated upon the business pic-
ture and public pension - funds
need for such an obligation.

Joins Campbell & Robbins
(Special to THE FINANCIAL CHRONICLE)
PORTLAND, Ore.—James E.
Headrick is now with Campbell
& Robbins Incorporated, U. S.
National Bank Building.

Charles A. Goodwin Adds

(Special to THE FINANCIAL CHRONICLE)
SALEM, Ore.—Charles D. Rob-
lin has been added to the staff
of Chas. A. Goodwin & Co., Ma-
sonic Building.

Murphey Favre Adds .
(Special to THE FINANCIAL Cnomi:.l)
SPOKANE, Wash. — Robert D.
Storch has been added to the staff
«of Murphey Favre, Inc., Spokane
and Eastern Building.

Now With Braun, Monroe
(Special to THE FINANCIAL CHRONICLE)
MILWAUKEE, Wis.—John F.
Monroe, Jr. is now with Braun,
Monroe and Co., 735 North Water
Street. Mr. Monroe was previ-

- ously with Ira Haupt & Co., N. Y.

Four With Standard Inv.

-. (Special to THE FINANCIAL CHRONICLE)

PASADENA, Calif. — Robert D.
Burgener, David M. Difley, Milt
Feld and Calvin Rosen have be-
come associated with Standard
Investment Co, of California, 721
East Union Street.

be unex-

Continued from page 29
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Investment ﬂpporlunllies in Ihe |
World’s Largest Market

Divs. Paid

Hanson Van Winkle
Elsctroplating and polishing
equipment

Harris Seybold
Printing machinery

Cash Divs.
Including

No. Con- Extras for  Quota-
tion Paymts. t§
Years Cash June 30, Jul"';Sgo June 30,

secutive 12 Mos. to

Harris Tr. & Svgs. Bk.(Chlc.).

Harrisburg Steel Corp...-_-
Printing machinery - -
Harshaw Chemical
Industrial chemicals
Hart-Carter __ e
Grain handling equipment

Hart & Cooley (Conn.)-_—_._

Holding Co.; mfg, stocks
Hartford-Conn. Trust Co...-
Hartford Fire Insurance .-

Diversified insurance
Hartford Natl. Bank & Trust
Hartford Steam Boiler Insp._

Boiler and machinery insurance
Harvard Trust (Cambridge) .-
Hathaway Mfg. Co

Nylon & rayon products
Haverhill Electric Co.

Operates in New England
Haverhill Gas Light Co

Operating public utility
Hershey Creamery

Produces dairy products in Penn-

sylvania
Heywood-Wakefield Co. ——__

Maker of furniture
Hibernia Natl. Bank (N. O.)
Hollingsworth .& Whitney_._.

Specialty papers & pulps
Holyoke Water Power

Operating public utility in Mass.
Home Insurance Co. (N. Y.)-

Diversified insurance

Vacuum . cleaners
Hotel Syracuse, Inc
606 rooms
Hotels Statler Co
Well-known chain
Houston Natural Gas Corp...
Southern Texas utility
Houston Oil Field Material_.
Drulmg & pumping machinery &

Huntmgton Natl. (Columbus)
Huston (Tom) Peanut Co.___
Confection and food products.
I-T-E Circuit Breaker Co..._
Electrical equipment and sub-
assemblies for jet engines and

radar
Idaho First Natl. Bank (Boise)
Ideal Cement Co.

Leader in the industry
Imperial Paper- &. Color Co._
Wallpaper and pigment colors
Indiana Natl. Bk. (Ind’polis)
Indianapolis Water Co., Cl. A.

Operating public utility
Industrial Bank of Commerce
(New York)
Industrial Natl. Bk. (Detroit)
Intern’l Cellucotton Prods.._-

15
22
14
*35

76
31

27
83

*29
21

 *49

39
22

11

19
72

83
80
11
10
15
18
11

“Kleenex,” and related products -

International Holdings, Ltd._
Investment trust—hydro-electric
interests

Interstate Co.

Restaurant chain

. Towa Public Service Co

Electricity supplfer

Irving Trust Co. (N. Y.)—_—-

Jahn & Ollier Engraving Co.
Photo-engravings

Jamaica Water Supply Co.__
Long Island water supplier

Jantzen, Inc
Popular sportswear

Jefferson Electric Co
Transformers, fuses,electric clocks

Jefferson Standard Life Ins._
Life Insurance

Jersey Insur. Co. of N. Y.._-
Diversified insurance

Jervis Corp, ovvocncvmmumms
Refrigerators & stove hardware

Johansen Bros. Shoe Co.
Shoes for women

Johnson Service CO.oceoceeo

Temperature & air conditioning

controls

Jones & Lamson Machine Co.
Lathes, grinders, comparators,
threading dies

Joseph & Feiss Co.______ -
Mfrs. men’s clothing

Kalamazoo Veg. Parchm’t Co.
Paper products for food industry

| Kansas City Life Ins. CO.---

Non-participating ' life

+ Kansas Gas & Electric Co. -

Operating public utility

32

1954
$
+0.56

$1.95

12.00
71.50

2.00
0.40
230"

11

34%

400
-20%

39%

51%
136

4375 -91

1255

1.20
1.80

225
4.50

2.70
2.30
2.50

3.25

1.50
2.50

1.00
2.00
130
2.65
70.98
1.00
0.25
1.60
135"
1123

-0.60
1.50

1.00
19.92
0.80

2.00
1.60
1.875

0.80

0.30
140

1.20
0.20

1.80
10.76

040

§0.80
1.60
1.00
0.25
4.75

325
1.00
1095
450

200 -

169

321
%

46
42

447
38%
-36%

411

51%
384

19%
15%
18

14415
en
2414

5

Approx. .
% Yield
Based ot

1954

51-

e

30‘

5.1
03
64

438
15

37
24

49

6.1
60
68

79

29
6.5

52:
a4
72
60
22

4,

23
32

23

*Details not complete as to possible longer record.

tAdjusted for stock dividends, splits, etc.

$Earliey quotation.. June 30 figure not available.
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' Investment Opportunities in the
; World’s Largest Marke

Cash Divs.
Including

No. Con-

Years Cash June 30
Divs, Paid 1954
$

Kansas-Neb. Natural Gas Co. 17 1.20

Gas distributor
Kanawha Valley Bank
8.00
1.25

125
12.10

1.60

1.00
15 . 1.06
2.75
0.60

+8.00
0.10

0.70

(Charleston, W. Va.)______ *29
Kearney & Trecker Corp.... 12
Milling machines _ .
Kellogg Co. (Battle Creek)_.- 31
Leader in dry cereals oo
Kendall Co. —____________ 15
Burgical dressings, com, -textiles
Kendall Refining Co 53
Pennsylvania grade oils
Kennametal, In¢. oo 11
Manufactures cemented carbide
cutting tools & specialties
Kentucky Utilities Co
Electricity supplier
Kerite Co.
Insulated wires & cables :
Kerr-McGee Oil Industries_.
Oil developing &

Crude . oil producer

Knudsen Creamery
Wholesale dairy products,
Southern California

Koehring Co. ______________
Earth moving and construction
equipment

Kuppenheimer Co. ...
Makes & wholesales men's

13 2.20

13 1.00
clothing

Laclede Steel Co
Southern Illinois producer of mis«
cellaneous steel praducts

Lake Superior Dist. Pwr. Co.
Northern Wisc. supplier

Lake View Trust & Savings

Bank (Chicago)

5.20

17 2.00

*34 - 10.00

0.40
2.00
2.60

Variety store chain
Landers, Frary & Clark
Household electrical products, etc.
Lanett Bleachery
Dyes & prints cotton goods

Extras for Quota-
secutive 12 Mos. to

tion

Approx.
%. Yield
Based on
Paymts. to

, - June 30, June 30,
1954 1954

25%

175
" 13

21%

37%

95 -
33%
23%
36

431

155
2%

1634
27Y,
20

63

660

6%
27
149

83

5.8
15
6.4
73
53

Unlisted Companies Which Paid Consecutive
Dividends From 5 to 10 Years Appear in the-
Second Table Starting on Page 39

11.98
High speed, tool & die, stainless
Steels

Lawrence Electric Co
Operating public utility
Lee (H. D.) Co
‘Work and utility clothing
Leece-Neville Co
Starting-light equipment for
autos and aircraft
Leonard Refineries
Michigan oil refinery
Liberty Loan Corp., Class A 19
,.Bmall loan co., Midwest
Liberty Natl. Bank & Trust
Co. of Louisville
Liberty Natl. Bank & Trust
Co. 'of Oklahoma City....
Life & Casualty Ins. of Tenn.
Life, accident & health
Lincoln Natl. Bank & Trust
Co. of Fort Wayne
Lincoln Natl. Bank & Trust
Co. (Syracuse)
Lincoln Natl. Life Ins. Co..._
Life insurance .
Lincoln Rochester Trust Co.
(Rochester)
Lincoln Stores, Inc
Dept. store chain in New England
Lion Match Co
Paper matches
Loblaw, Inc.
Self-service grocery stores,
N. Y. State

Lock-Joint Pipe Co
Water and sewer pipe
Loft Candy Co. —eooooco_..
Leader in the candy field
Long-Bell Lumber Co. (Mo.)
Large producer of lumber
Longhorn Portland Cement...
Texas producer

Lousiana Bank & Tr. (N.O.)
Louisville Trust Co.
(Kentucky)
Lowell Bleachery
- Bleaches and dyes cotton goods
Lowell Electric Light Co....
Operating public utility in Mass.
Ludlow Mfg, & Sales
Jute and burlap
Lux Clock Mfg. Co
Alarm & novelty clocks

Lynn Gas & Electric Co.
Operating public utility in Mass.

1.55
3.50
0.50

150

2,10

1.60
10.55

1.80

1.20
175

t2.21
0.80

115
1.25

40.00
0.20
1.10

1.65
1.80

170
1.50

3.35
2.15
11.37
1.60

043

38%
297
58
8%
7
20

52

27
283

52%
16

18%
50%

1680
2%
17Y
27%

45

42
14

55

27%
121%

30%

*Details not complete as to possible longer record. -

tAdjusted for stock dividends, splits, etc.

iEarlier quotation. June 30 figure not available, , .
Continued on page 32
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6.2

Continued from page 29

The Long View

ey Tax

- ernment securities are ‘not spei

of Life

Insurance Invesiments

could have most pronounced eco-
nomic and political repercussions.

In the allied field of preferred
stock financing the position of the
life companies is much less im-
portant since their holdings ac-
count for only about 2% of assets
and about 10% of outstanding pre-

ferred stock, -although this share:

r,yhas shqwn a considerable upward
trend in recent years. However,
unless there is considerable altera-

tion in the form of preferred stock

financing, with particular refer-
ence to call and sinking fund pro-
visions, life company investment
in this channel is likely to remain
lumtgd, being governed by the
particular investment require-
ments of individual companies and
the influence of the relative tax
positions of various types of pre-
ferred stockholders.

Traditionally mortgages have
formed a very important vehicle
of life insurance investment and
no doubt will continue to do so.
However, it is important to ob-
serve that although life insurance
is one of the leading suppliers of
mortgage funds there are other
equally important mortgage lend-
ers and life insurance companies
hold only some 20% of the total
mortgages outstanding, This
means that while life insurance
companies occupy an important
position of leadership in certain
sectors of the mortgage field, their
general position is a minority one
and the terms of mortgage lending
are under substantial influence by
other lenders. Accordingly, ex-
cept for specialized lending of va-
rious types, it may be expected
that life insurance funds seeking
mortgage investment must con-
tinue to conform to the conditions
found in the mortgage market
from time to time. However, the
relatively attractive yields obtain-
able from well managed mortgage
portfolios make this channel of in-
vestment attractive in spite of the
fact that the length of term of in-
vestment is relatively short and

also somewhat uncertain because
of prepayment provisions.

The field of state and local gov-
ernment securities is one upon
which I do not feel competent to
comment, - particularly by reason:
of the radically different tax posi-
tion in Canada and the United

cially suited to the requirements’

© of life insurance investment ‘pol--

icy. ‘Local yields, the presence of
call provisions and the limited. .
choice of long term maturity dates:
combine to make this channel ef
investment unattractive while the

- movement in Federal government-

debt in the hands of- the publie
bears little relation to the growth.
of life insurance funds. As a com-""
sequence, the place of Federak /
government securities in life in-
surance investment is likely to be

States. However, it may be ob-., residual one and subject to radi-

served that these bonds form only; -,
about 1% of life insurance invest-
ment in this country and that life
insurance holdings are only about
5% of the total outstanding obli-
gations in this field.

- standing government debt.

cal” fluctuation. While Federak
government  securities - are ecur-
rently at the level of about 10%
of life company assets, these hold—
ings are only about 3% of out-
This-

The position of life insurance ‘means that the characteristics of

companies :in relation to Federal
government securities is a peculiar
one. Obviously in times. of na-
tional emergency the companies
must invest very heavily in these
securities and entirely apart from-
the community obligation to do
so the companies have no other
option because of the scarcity of
other suitable investments during
emergency conditions. However,
in normal operation Federal gov-

government borrowing are likely
to be governed very largely by the
requirements of other lenders and.
consequently that the life insur—
aince companies (except during
emergencies) may be expected te
invest in Federal government:
bonds in accordance with their
own convenience and with the
prospect of relatively rapid

Continued on page 32

Inquiries

“CHAS. W. SCR

New York: REctor 2-9377

MEMBERS NEW YORK STOCK EXCHANGE

NEW HAVEN
Telephone: MAin 4-0171

Invited

ANTON & Co.

Hartford: JAckson 7-2669

‘Teletype NH.194,

WITHIN CONNECTICUT — DIVERSITY

Natural Gas Service (Straight 1000 Btu) is supplied in:
Stamford, Torrington, New London. :

Electric Service is supplied in:
Stamford, Torrington, New London, Manchester, Middletown,
Thomaston, Darien, Waterford, Montville, Portland, Cromwell,
Durham, Middlefield, Farmington, Avon, Collinsville, New

Hartford, Lakeville,

Falls Village.

Salisbury, Sharon, Canaan, Norfolk and

Nationally known manufacturers who use our service: )
American Brass, American Cyanamid, Cheney Bros., Collins
Company, Conn Broach & Machine, Ensign Bickford, Goodyear
Rubber, Machlett Laboratories, Nelco Metals, Northam Warren
Corp., Norma Hoffmann, Pitney Bowes Postage Meter, Plume
& Atwood, Robert Gair, Robertson Paper Box, Russell Mig.,
Seth Thomas Clock, Sheffield Tube, Schick Inc., Sidney
Blumenthal, Stamford Rolling Mills, The Torrington Co., Turner
& Seymour, Union Hardware, U. S. Gypsum, Yale & Towne,

‘Whiton Machine,

Wilcox, Crittenden & Co.

- The Connecticut Power Company
L General Office: 266 Péarl Street, Hartford, Connecticut
. Annual Report on Request.

e
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Invesiment Opportunities in the
| World’s Largest Market

Cash Divs.
Including
No. Con- Extras for Quota-
secutive 12 Mos. to  tion
Years Cash June 30

Divs. Paid

Kansas-Neb. Natural Gas Co. 17
Gas distributor

Kanawha Valley Bank
(Charleston, W. Va.)______ *29

Kearney & Trecker Corp.._. 12
Milling machines

Kellogg Co. (Battle Creek).__- 31
Leader in dry cereals e )

Kendall CO. ;oo o 15
Surgical dressings, com. ‘textiles’

Kendall Refining Co 53
Pennsylvania grade oils

Kennametal, Ine, ____...____ 11

Manufactures cemented . carbide
cutting tools & specialties
Kentucky Utilities Co 15
Electricity supplier
Kerite Co. 22
Insulated wires & cables
Kerr-McGee 0Oil Industries_.
Oil developing & refining
Kings County Trust (N. Y.)_
Kinney Coastal Oil
Crude oil producer
Knudsen Creamery
Wholesale dairy products,
Southern California
Koehring Co. ______________ 13
Earth moving and construction
equipment
Kuppenheimer Co.
Makes & wholesales men’s
clothing
Laclede Steel Co
Southern Illinofs producer of mis-
cellaneous steel products
Lake Superior Dist. Pwr. Co. 17
Northern Wisc. supplier :
Lake View Trust & Savings
Bank (Chicago) *3
Lamston (M. H.) Inc
Variety store chain
Landers, Frary & Clark
Household electrical products, ete.
Lanett Bleachery
Dyes & prints cotton goods

e ——————————————————————————————
_

1954
$
1.20
8.00
1.25
1.25
$2.10

1.60
1.00
1.06
2.75
0.60

+8.00
0.10

0.70
220
1.00
5.20

2.00
10.00
0.40
2.00
2.60

June 30,
" .71958

25%
175
13
27%
3%
23
333

23%
36
43%

155
2%

16%
27Y,
20
63
34%
660
6%
27
149

Approx.
% Yield
Based on
Paymts. to
June 30,
1954

438
48
9.6
45
5.6
7.0
3.0

45
76
14

52
42

4.2
8.1
5.0

8.3

Unlisted Companies Which Paid Consecutive
Dividends From 5 to 10 Years Appear in the
Second Table Starting on Page 39

e ————————————— et

Latrobe Steel
High speed, tool & die, stainless
Steels

Lawrence Electric Co
Operating public utility
Lee (H.D.) Co
Work and utility clothing
Leece-Neville Co
Starting-light equipment for
autos and aircraft
Leonard Refineries
Michigan oil refinery
Liberty Loan Corp., Class A 19
8mall loan co., Midwest
Liberty Natl, Bank & Trust
Co. of Louisville 13
Liberty Natl. Bank & Trust
Co. of Oklahoma City____ 19
Life & Casualty Ins. of Tenn.
Life, accident & health
Lincoln Natl, Bank & Trust
Co. of Fort Wayne
Lincoln Natl, Bank & Trust
Co. (Syracuse)
Lincoln Natl, Life Ins. Co....
Life insurance
Lincoln Rochester Trust Co.
(Rochester)
Lincoln Stores, Inc
Dept. store chain in New England
Lion Match Co 16
Paper matches
Loblaw, Inc, - ___ 15

Self-service grocery stores,
N. Y. State

Lock-Joint Pipe Co. 18
Water and sewer pipe
Loft Candy Co. - e 11

Leader in the candy field
Long-Bell Lumber Co. (Mo.) 10
Large producer of lumber
Longhorn Portland Cement.. 17
Texas producer
Lousiana Bank & Tr. (N.O.)
Louisville Trust Co.
(Kentucky) 11
Lowell Bleachery : 22
Bleaches and dyes cotton goods
Lowell Electric Light Co..__ *29
Operating public utility in Mass.
Ludlow Mfg, & Sales
Jute and burlap
Lux Clock Mfg. Co

Alarm & novelty clocks

Lynn Gas & Electric Co
Operating public utility in Mass.

20

11.98

1.55
3.50
0.50

0.43
1.50

2.10
1.60
+0.55
1.80

1.20
1.75

f2.21
0.80

115
1.25

40.00
0.20
1.10

1.65
1.80

170
1,50

3.35
2.15
$1.37
1.60

*Details not complete as to possible longer record.

tAdjusted for stock dividends, splits, etc.

1Earlier quotation. June 30 figure not available.

Continued on page 32
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38%

29%
58
8%

7
20

52

5.1

5.2
6.0
59

6.1
75

4.0

3.6
1.9

35

44
0.6

42
5.0

6.2
25

5.9
7.0
6.4

6.0
40
40
6.1
7.8

6.4
53
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Continued from page 29

The Long View

of Life

Insurance Investments

could have most pronounced eco-
nomic and political repercussions.

In the allied field of preferred
stock financing the position of the
life companies is much less im-
portant since their holdings ac-
count for only about 2% of assets
and about 10% of outstanding pre-
ferred stock, -although this share:
has shown a considerable upward
trend in recent years. However,
unless there is considerable altera-
tion in the form of preferred stock
financing, with particular refer-
ence to call and sinking fund pro-
visions, life company investment
in tpis channel is-likely to remain
limited, being governed by the

Pparticular investment require-

ments of individual companies and
the_ipfluence of the relative tax
positions of various types of pre-
ferred stockholders.

Traditionally mortgages have
formed a very important vehicle
of life insurance investment and
no doubt will continue to do so.
However, it is important to ob-
serve that although life insurance
is one of the leading suppliers of
mortgage funds there are other
equally important mortgage lend-
ers and life insurance companies
hold only some 20% of the total
mortgages outstanding, This
means that while life insurance
companies occupy an important
position - of leadership in certain
sectors of the mortgage field, their
general position is a minority one
and the terms of mortgage lending
are under substantial influence by
other lenders. Accordingly, ex-
cept for specialized lending of va-
rious types, it may be expected
that life insurance funds seeking
mortgage investment must con-
tinue to conform to the conditions
found in the mortgage market
from time to time. However, the
relatively attractive yields obtain-
able from well managed mortgage
portfolios make this channel of in-
vestment attractive in spite of the
fact that the length of term of in-
vestment is relatively short and

also somewhat uncertain because
of prepayment provisions.

The field of state and local gov-
ernment securities is one upon
which I do not feel competent to
comment, particularly by reason
of the radically different tax posi-
tion in Canada and the United
States.
served that these bonds form only.

about 1% of life insurance invest-.

ment in this country and that life
insurance holdings are only about
5% of the total outstanding obli-
gations in this field.

The position of life insurance
companies in relation to Federal
government securities is a peculiar
one. Obviously in times of na-
tional emergency the companies
must invest very heavily in these
securities and entirely apart from
the community obligation to do
so the companies have no- other
option because of the scarcity of
other suitable investments during
emergency conditions. However,
in normal operation Federal gov-

However, it may be ob-
“cal” fluctuation.

' (1619) To1

ernment securities are not spe+ g %

cially suited to the requirements

+ of life insurance investment ‘pol-

icy. Local yields, the presence of
call provisions and the limited .
choice of long term maturity dates
combine to make this channel ef
investment unattractive while the
movement in Federal government-
debt in the hands of the publie
bears little relation to the growth.
of life insurance funds.. As a con—-
sequence, the place of Federaf |
government securities in life in-
surance investment is likely to be
a'residual one and subject to radi-
While - Federak
government - securities - are euw-
rently at the level of about 10%
of life company assets, these hold—
ings are only about 3% of out-
standing government debt. This
means that the characteristics of
government borrowing are likely
to be governed very largely by the-
requirements of other lenders and
consequently that the life insur—
aince companies (except during
emergencies) may be expected te
invest in Federal government
bonds in accordance with their
own convenience and with the
prospect of relatively rapid

Continued on page 32
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- Continued from page 31
Invesiment

anything in the way of immediate
action. ‘Indeed, tradition and gov-
ernment regulations combine to
prevent precipitate movement in
our business. However, I believe
that views which are soundly
formulated and wisely considered
will result in widespread recog-

ntinued from page 31

The Long View of Life
Insurance Investments

Opportunities in the
World’s Largest Market

Cash Divs.
Including

Approx.
% Yield

changes in form and level of hold-
ings from time to time.

There is ample evidence that
the life insurance companies real-
ize fully many of the developing
problems related to life insurance
investment and the necessity of
finding new and suitable channels
to meet the needs of the users of
capital and those of the life in-
surance funds themselves. The
ownership of real estate under
long term lease, the open end
mortgage, the gigantic hundred-
year debentures, the ownership of
user-leased transportation equip-
ment are all examples of new de-
velopments in investment which
are equally suitable to both par-
ties to the transactions. Doubt-
less further new forms of invest-
ment will continue to develop in
the future and life insurance will
continue to mobilize capital
through forms of savings suited to
the needs of its policyholders and
to convert their capital into forms
suited to the needs of the economy.

In this connection there is one
further observation which I should
like to make. One of my col-
leagues in a sister company has
pointed out that the prospective
development of electronic opera-
tion in the administration of life
insurance policies may have the

CAPITA

‘round supervision is maintained.

by 53%.

down 9%.
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» All 86 Special Situations recommended to date have, as a
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» Of the 27 Specials recommended in the past 12 months, 26
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effect of removing many of the
rigidities to which the life insur-
ance contract has always been
subject. The result may easily be
that life insurance contracts will
become ever so much more flexi-
ble than they are today and that
policy changes may be effected
with great facility. Many of these
changes will relate to the scales
of guarantees and the underlying
policy reserves of the companies,
and in consequence will affect the
future course of invested funds.
Such a prospect has important im-
plications for the investment of-
ficer since he may: be called upon
to make continuing forecasts of
safée interest assumptions related
to future policy commitments and
may have to find new and unusual
investment ‘methods which are
compatible with greater flexibility
of contractual obligations. Thus
we may be on the verge of re-
quiring the development of new
types of investment skills which
are very different from those of
today and which may be vital to
the continuing success of life in-
surance oneration.

In closing may I say that the
views which I have endeavored to
present today are designed to sug-
gest serious consideration of the
problems involved rather than

L GAIN!

Research Organization — one = of

Please entet my 3-month Infroduc-l

nition which eventually trans-
lates itself into appropriate action.
At an early age I was taught to be
liberal in thought and conserva-
tive in action. It is a credo par-
ticularly suited to the life insur-
ance business and I trust that if
in some measure I have shared
liberality of thought with you,
conservative action may eventuate
as a consequence.

Scolt Heads Division
In Palsy Gampaign

Harold W. Scott, partner in the
Stock Exchange and investment
banking firm of Dean Witter &
Co., and Chairman of the Board

of the New

York Stock

E'xchange, has

joined the

Campaign

Committee of

the Commerce

and Industry

Division  of

United Cere-

bral Palsy of

N. Y. City, it

has been an-

nounced by

Stanley S.
- Hope, Presi-

dent of Stand-

ard Esso Oil
Co. and General. Chairman of
United Cerebral Palsy of New
York City’s 1954 appeal.

The Commerce and Industry Di-
vision has set a goal of $500,000
as its part of the $1,000,000 which
United Cerebral Palsy is seeking
to raise during 1954 in New York
City.

Mr. Scott, in pledging his sup-
port said, “I will do all I can to
obtain support from business and
industry so that the 30,000 cere-
bral palsied children and adults
in New York City can receive
necessary therapy, education and
recreation—so that they may be
helped to lead productive and
independent lives.”

Joins Merrill Lynch

(Special to THE FINANCIAL CHRONICLE)
PASADENA, Calif.— Marjorie
E. Betts is now with Merrill
Lynch, Pierce, Fenner and Beane,
575 East Green Street.

Francié: L dii; Pont: Addé

(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—John
R. Hedelund is now with Francis
I. du Pont & Co., 217 Montgomery
Street,

Harold W. Scott

Joins FIF Management

(Special to THe FINANCIAL CHRONICLE)

NEW ORLEANS, La—John L.
Barcelona is now affiliated with
FIF Management Corporation,
Humble Building,

With ‘l{eyholds Staff

(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Jep-
son D. Anderson has been added
to the staff of Reynolds & Co.,
425 Montgomery Street,

Joins A. C. Allyn Co.
(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Frederic J.
Perry has joined the staff of A. C.
Allyn & Co., 30 Federal Street,

Joins Smith, Hague

(Special to THe FINANCIAL CHRONICLE)
ANN ARBOR, Mich. —Edward
Alashaian is with Smith, Hague,
Noble & Co., State Savings Bank

No. Con-

Divs. Paid

Extras for Quota-
secutive 12 Mos. to

tion

Based on
Paymts. to

Years Cash June 30, June 30, June 30,
19 19

Lyon Metal Products, Inc.._. 17
Steel shelving and store fixtures
MacGregor Sports Products,

Inc. 22
Golf and athletic equipment
Macmillan Co. . ___.____.__ 56
Well-known book publisher
Macwhyte Co. . ______ 10
Wire rope, cables
Madison Gas & Electric Co... 46
~ Wisconsin utility
Mahon (R. C.) Co 18
Sheet metal products
Mallory (P. R.) & Co 19
Electric products
Manning, Maxwell & Moore. 18
Hoists, cranes, gauges, valves
Manufacturers Life Insur. Co. *
Life insurance
Mfrs. Natl. Bank (Detrqit)_. 17
Mfrs: & Traders Tr. (Buf.)__
Manufacturers Trust (N. Y.) 45
Marine Natl. Exchange Bank
of Milwaukee 24
Marlin-Rockwell Corp 29
Ball and roller bearings
Marshall & Ilsley Bk.(Milw.) 16
Maryland Drydock Co
Naval construc. & repair
Maryland Trust Co. (Balti.) 19
Medford Corp. oo __ 14
Lumber manufacturer
Mellon Natl. Bank & Trust__
Mercantile National Bank of
Chicago
Mercantile Natl. Bk, (Dallas)
Mercantile-Safe Deposit and
Trust Co. (Baltimore)____
Mercantile Trust (St. Louis)
Merchandise National Bank
(Chicago)
Merchants Fire Assur. Corp..
Merchants & Mfrs. Ins.(N.Y.)
Diversified insurance
Merchants Natl. Bk.(Boston)
Merchants National Bank
(Cedar Rapids)
Merchants National Bank of
Mobile
Merchants National Bank &
Trust Co. (Indianapolis)._
Merchants National Bank &
Trust Co. of Syracuse
Meredith Publishing Co
Better Homes & Gardens
Messer Oil Corp
0il and natural gas
Metal & Thermit Corp
In detinning field
Meyercord CO. -
Decalcomanias
Mich. Natl. Bank (Lansing).
Middlesex County Natl. Bank
(Mass.)
Miles Laboratories, Inc
- Alka Seltzer
Miller Mfg. Co
Tools for auto and engine repair
Miss. Valley Barge Line.___

Commercial carrier: freight on
rivers

Missouri-Kansas Pipe Line.__
Holding Company

Missouri Utilities
Electricity & natural gas

Monarch Life Insurance

Monroe Calculating
Calculating and bookkeeping
machines

Montreal City & Dist. Savgs.
General banking business

Monumental Life Ins.. (Balt.)
Life insurance

Monumental Radio Co.V.T.C.
Operates WCAO in Baltimore

Moore Drop Forging Co
Drop: forgings for several
industries

Moore (Wm. R.) Dry Goods.
General mechandiser in Memphis

Morgan (J. P.) & Co. Inc.__

Mosinee Paper Mills Co
Sulphate pulp. & paper

Narragansett Racing Assn...
Horse track operator

Nashua Corp. e _________
Makes waxed, gummed, coated
papers A

National Aluminate Corp...-
Chemicals for freating water
National American Bank of

New Orleans

Natl. Bk. of Comm.(Houston) 15

*Details not éomplete as to possible longer record.
tAdjusted for-stock dividends, splits, etc.
tion. June 30 figure not avalilable.

}Earlier quo
ttIndicated #nnual rate since merger.

1954
$

1.00

1.00
125
1.13
1.60
1.00
2.00
F1.17
1.70
3.00

050

10.92

12.28
0.85

0.40
0.80

2.20
1.09
2.50
1.25
1.60
1.40
1.70
1.00

2.25

10.00
1.00

1.15
2.00

1.50

16.00
3.00

15% ,,

6.5

)

555
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f Directors rgcently declared a 20% stock dividend payable to

shareholders of record Oct. 29, 1954. Current quotation; of
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Invesiment Opporlunilies in the

World’s Largest Market ‘

Divs. Paid

National Bank of Commerce
in Memphis

National Bank of Commerce
in New Orleans

National Bank of Commerce
(Norfolk)

National Bank of Commerce
of San Antonio

National ‘Bank of Washing-
ton (Tacoma)

National Bank of Detroit____

National Bank of Tulsa

National Casket Co
Various undertakers’' equipment

National Casualty Co ;
Accident, health, casualty insur,

National Chemical & Mfg. Co.
Paints & related products

Natl, City Bank of Cleveland

National City Bank of N. Y.

National Commercial Bank &
Trust Co. (Albany)

Natl. Fire Ins. Co. of Hartf'd
Diversified insurance

National Folding Box Co..__
Large variety of boxes

National Food Products Corp.

Holding company: chain food
stores

National Life & Accident In-
surance Co
Life, accident & health
National Newark & Essex
Banking Co. (Newark).___
~National Oats Co
Cereals, animal feeds
National Screw & Mfg. Co.--
Screws, belts and nuts
Natl. Shawmut Bk. (Boston)
National Shirt Shops of Del..
Chain, men’s furnishings

Natjonal State Bk. (Newark)

National Stock Yards National

Bank (Illinois)

Unlisted Companies Which Paid Consecutive

Cash Divs.
Including

No. Con- Extras for Quota-
secutive 12 Mos. to
Years Cash June 30, June 30, June 30,

15

19

84
*26
14

*29
151
28
64

#57
15

142

1954
$

1.80
1.50
1.50
2.00

2.75
11.83
1.00
1.30

1.50
0.70

1.90
2.10

240
2.90

0.50
2.00

+0.465
3.00

F0.59~
2.50

1.95
0.90

18.00
6.00

tion
1954

65
50%
3815
297
30
10%

531
53%

521
847

141
41%

61%

60
115

31%

4233
12

455
350

Approx,
% Yield
Based on
Paymts. to

1954

4.0
3.6
2.3
27

4.2
3.6
2.6
44

5.0
6.7

3.6
3.9

4.6
3.42

1.2
48

Dividends From 5 to 10 Years Appear in the
Second Table Starting on Page 39

National Terminals Corp..__
l\{ﬂdwest storage facilities

Natijonal Union Fire Insur..-.
Diversified insurance

Nekoosa-Edwards Paper ..--
Pulp and papers

New Amsterdam, Casualty-_
Diversified insurance

New Britain Machine
Machine tools

New Brunswick Tel. Co., Ltd.
Operates New Brunswick tele-
phone system

New Hampshire Fire Ins.._..
Diversified insurance

Operating puktlic utility in Conn,
New York Fire Insurance...
Diversified insurance
New York Trust Co
New Yorker Magazine
Publishes “The New Yorker”
Newport Electric Co
Rhode Island utility
Niagara Lower Arch Bridge.
Joint operator of Whirlpool
Rapids Bridge
Nichoison File Co
Makes files and rasps 2
Norfolk County Trust Co.
(Brookline, Mass.) - oo
North & Judd
Wide variety of hardware
North River Insurance Co...
Diversified insurance
North Shore Gas Co

Natural gas supplier in Illinois

10
20
13
17
18

89

10

Northern Engineering Works *

Cranes and hoists
Northern Indiana Pub. Serv._
Gas & electricity supplier
Northern Insurance (N. Y.)-
Diversified insurance
Northern Oklahoma Gas Co.-
Operating public utility

Northern Trust (Chicago)-_-

Northwestern Natl. Ins. Co...
Multip’e line insurance

Northwestern States Portland
Cement €0 -iccsmmunssms
Towa producer

Noxzema Chemical Co., Cl. B

Distributes *“Noxzemsa" shaving
cream & medicated cream

Ohio Citizens Trust Co.
(Toledo)

10
*44
18

80

18
29

1.25
2.00
2.00
1.58
73.125
0.60

2.00
3.00
1.28

5.50
1.85

2.20
1.50

1.20

1.70
2.00
1.30
2.05
0.70
1.60
12,27
1.00

12.00
2.00

2.00
0.45

11.18

*Details not complete as to possible longer record.

tAdjusted for stock dividends, splits, etc.

{Earlier guotation. June 30 figure not available.

Continued on page 34
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14
4434
374
497
26%
112%

45%
59
27%

123
121%

37%
165

253
3812
27

33%"
70
8

8.9
4.5 .
54
3.2
12.0
4.8

44
5.0
46

4.5
8.7

5.9
2.3

48
4.4
74
3.7
2.9
8.8
5.4
3.5
6.2

2.8
2.8

5.9
3.3

39
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aggregate poténtial dividends of

Railroad Securities

$2,037,526 annually. It would also
hold 159,050 shares of the new
common. If this stock was to pay
a $2.00 annual dividend it would
increase B. & O.s dividend in-

Western Maryland

Western Maryland second pre-
ferred and common stocks became

- quite active and strong late last

week on announcement that the
Interstate Commerce Commission
had approved the plan of stock
recapitalization. This favorable
action of the Commission took
most railroad analysts by surprise
both because the agency itself has
not looked kindly on similar plans
of other roads in the past and be-
cause the examiner’s report which
had been filed some months ago
had recommended that the plan
be rejected. The examiner had
based his recommendation largely
on the earlier attitude of the Com-
mission toward a Maine Central
proposal. While the approval of
this plan is naturally viewed as a
constructive development, it is
felt in financial circles that con-
summation is still some time away.
For one thing, the mere mechanics
of the so-called Mahaffie Act un-
der which the readjustment is be-
ing worked out would take a
number of months. Secondly,
there seems to be a good chance
that minority holders of the first
preferred will fight the plan in
the courts.

The plan is designed to elimi-
nate the dividend arrears on the
7% cumulative first preferred
stock which now amount to
roughly $120 a share. Under the
proposed readjustment the holders
of this stock would receive, for
each share held, two shares of new
5% first preferred stock, cumula-
tive up to 15%, and a half share
of new 4% non-cumulative second
preferred. This new second pre-
ferred would be convertible into
common at the rate of two shares
of common for each preferred
share. The old 4% non-cumula-
tive preferred would be exchanged
share-for-share for the new sec-
ond preferred and old common
would be exchanged on a share-
for-share basis into new $10 par
value common, This plan must
be approved by the court and by
holders of 75% of each class of old
stock. Baltimore & Ohio, which

come from this source to $2,355,-
626. - Another factor "is that it
would increase the investment
X stature of this important holding,
owns 94% of the first preferred, most of which is now pledged un-
30% of the common, and a modest der the 4s, 1965, and might well
amount of the second preferred is facilitate a refunding operation
presumably willing to accept the such as was mentioned in this
proposal. column last week.

If, and when, the plan is con-
summated there will be 354,840
shares of the new preferred stock
outstanding, with annual dividend y
requirements of  $1,774,200 com-
pared with present requirements Address "l Y' IBA
of $1,241,940 on the_ 7% s.tock, Secretary of the Treasury
The second preferred issue will be George M. Humphrey, who will
outstanding in the amount of pe the guest of honor and princi-
150,000 shares on which dividends pal] speaker at the annual dinner
will amount to $§00,000 annually. of the New York Chapter of the
At the present time second pre- Investment Bankers Association
ferred dividend requirements this evening (Oct. 21), will talk
amount to $245,160. Thus, total on the “state of the national econ-
dividend requirements on the omy.” The function, designated as
senior stocks will come to $2,374,- the United States Savings Bond
200 or $887,100 higher than at Victory Dinner, will be held in the
present. Common stock outstand- Waldorf-Astoria Hotel’s Starlight
ing will remain unchanged at Roof. Other speakers will be
532,868 but would be increased to Henry C. Alexander, President of -
832,868 shares if all the second J. P. Morgan & Co., Incorporated
preferred is eventually converted. and T. Jerrold Brice, of Clark,

For the 12 months through Au- Dodge & Co., President of -the
gust 1954 net income of Western IBA. Robert W. Fisher, Vice-
Maryland, after all charges and President of Blyth & Co., Inc. and
Federal income taxes, amounted President of the New York Chap-
to $5,776,000 or .well -over twice ter, will preside.
the prospective preferred divi- Mr., Humphrey will award a
dend requirements. Pro-forma plaque to the New York Chapter
earnings on the common for the IBA team having the best record
same period would amount to in the sale of U. S. Government
$6.38 a share. If all of the second savings bonds since the opening
preferred were to be converted of the IBA drive last April.
the pro-forma earnings on the  The dinner will mark Secretary
common would be reduced to $4.80 Humphrey’s first New York
a share. Even such earnings speaking engaggment beforg a
would open up the way to divi- banking and business group since
dends on the junior equity which, he gntered President Eisenhower’s
along with the old second pre- cabinet. . .
ferred, has never in the history of At a forum preceding the din-
the company received any distri- ner, General Electric Company
bution. will sponsor a presentation show-

Approval of the readjustment ing what may be expected in the
plan also apparently had a sym- future in th.e apphpatlon of atomic
pathetic influence on the common energy to industrial use.

stoc kof Baltimore & Obio vx{hti}clh
was also strong and active a e Wlth . John G. Kinnar d
(Special to THE FINANCIAL CHRONICLE)

end of the week. If the plan is
MINNEAPOLIS, Minn. — Harry

Sec. Humphrey o

consummated Baltimore & Ohio
will own 334,254 shares of the new C. Erwin Jr. has been added to
first preferred and 91,564 shares the staff of John G. Kinnard &
of the new second preferred with Co., 133 South Seventh Street.
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Chicago, llI.
Wilmington, Del.
* % %

Akron, Ohio
Bakersfield, Cal.
Beverly Hills, Cal.
Cedar Rapids, lowa
Charlotte, N. C.
Cleveland, Ohio
Dallas, Texas
Danville, 111,
Decatur, 1.

“Coast to Coast”

Industrial, Public Utility,

- Francis 1. buPoNT & CO.

Members New York Stock Exchange
Principal Security & Commodity Exchanges

ONE WALL STREET, NEW YORK 5, N. Y.

Elmira, N. Y.
Enid, Okla.

Fort Dodge, lowa
Fort Lauderdale, Fla,
Fort Worth, Texas
Fresno, Cal.
Galesburg, Ill.
Kankakee, 1lI,
Kansas City, Mo,
Kewanee, Il

Los Angeles, Cal.
Memphis, Tenn,
Miami, Fla,

and Insurance Stocks

St. Joseph, Mo.

St. Louis, Mo.

San Francisco, Cal.
Sikeston, Mo.
Sioux City, lowa
Springfield, 1.
Storm Lake, lowa
Streator, Il

Terre Haute, Ind.
Washington, D. C.
West Palm Beach, Fla.
White Plains, N. Y,
Wichita, Kansas

Miami Beach, Fla.
Milwaukee, Wis.
Minneapolis, Minn.
Newark, N. J.
New Orleans, La.
Oklahoma City, Okla,
Omaha, Neb.
Pasadena, Cal.
Peoria, Il
-Philadelphia, Pa.
Quincy, 1l
Rochester, N. Y.
Sacramento, Cal.
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Continued from page 9

Forces at Work 1

Our Present Economy

behind it while customers lived
off their inventory fat.

What we cannot say with any
degree of confidence right now is
how much better than 1954 1955
business ' activity will be. The
facts just aren’t available to reach
a firm and fast decision on this
all-important question. Crystal
balls aren’t much of a help, either.
‘The plain truth is that the future
is an open, not a closed, book, It
depends. It depends on how mil-
lions of people—and you Presi-
dent Eisenhower and Secretary
Dulles and Malenkov and Mao
and Churchill and Mendes-France
—will think and act in the next

few months. I don’t know, you
don’t know, I don't believe they
themselves fully know. And re-
member, too, that my forecast and
your forecast and hundreds of
other forecasts will change what
people do,

What we ean say, however, is
quite significant. Our calculating
machines do show that, if Federal
Government spending is not step-
ped up above the levels indicated
by current budget estimates as re-
cently announced by Secretary of
Treasury Humphrey, the gain in
1955 activity over 1954 levels will
be relatively small.

The principal reason is that

DIgby 4-6320

We are pleased to announce
that we have now started our 33rd year
at the same address with the same firm name

and the same business

SPECIALISTS IN UNLISTED SECURITIES

JOHN J. O’KANE JR. & Co.

ESTABLISHED 1922
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Members New York Securily Dealers Association

42 Broadway, N. Y.
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ACTIVE TRADING MARKETS
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National Life & Accident Insurance Co.
Life Insurance Co. of Virginia
Gulf Life Insurance Company
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plant and equipment spending by
business is declining. The decline
could offset most of the pickup
that’s due from an inventory re-
versal, higher automobile produc-
tion in the next few months and
rising housing and commercial
construction.

Latest estimates on business
plans for investing in new plant
and equipment show that, for 1954
as a whole, business firms will
spend about 6% less than the all-
time high figure, more than $28
billion reached in 1953.

No significant pickup in plant
and equipment spending seems
likely in at least the first half of
1955, Profits are not rising for
most firms; the government’s
emergency fast amortization pro-
gram is largely wound up; major
expansion projects in steel, autos
and other basic industries are
finished or nearly so.

The sagging trend in plant and
equipment spending underscores
the need for a new major stimulus
to business in 1955. Business as a
whole can't rise very far if capi-
tal spending is declining. Capital
spending is unlikely to rise with
business volume on an even keel.
That’s the dilemma the Eisen-
hower Administration will have
to face up to after the election.

The brightest prospects for 1955
are in housing and most consum-
er goods. The new Housing Act
will encourage a healthy increase
in both home building and home
repairs and improvements. New
housing starts in 1955 could rise
to between $1.3 million and $1.4
million, 10%-15% above 1954,

Commercial and utility con-
struction should hold firm. State
and local public works will con-
tinue to rise moderately, sparked
by road and school building. How-~
ever, industrial and most other

types of construction will prob-
ably be trending slightly lower

in- 1955.

The expected strength in hous-
ing will have a very stimulating
effect on the demand for house-
hold appliances and equlpment
Makers of such equipment, in-
cluding TV and radios, should
have an excellent year in 1955,

However, I am not as optimistic
as some observers are about the
auto market next year. Consum-
er spending for household goods
could divert some funds that
would otherwise have gone for
new cars. Moreover, the postwar
sales pattern for automobiles has
been moving approximately in
three-year cycles. 1950 was a very
high year—and so was 1953; 1951
was about 20% below 1950—and
1954 promises to be about 15%
below 1953.

Thus, in 1955, the auto replace-
ment market will be partly gov-
erned by the low level of new
car sales three year prior to 1955,
or 1952. Because of wartime pro-
duction restrictions, output drop-
ped to less than 4.5 million cars in
that year. So, despite the stimulus
of striking new models and hard
selling by automakers next year,
the industry will be doing very
well indeed if it matches its-1954
performance.-

The most intrizuing question
about 1955 is political rather than
economic. It is whether the peo-
ple of the United States will be
satisfied with the economic prob-
abilities I have just roughly

sketched. Political pressure to'

boost - business activity back to
previous 1953 highs or better will
be very strong, especially if the
Democrats make even modest
gains in the Congressional elec~
tions.

-The U. S. electorate now has
high economic standards. For
many voters, the “second best
year in U. S economic history”
isn’t good enough. For them, any
year which doesn’t show at least
a 3%-5% gain above the previous
year amounts to a “recession.”
Strong popular pressure to restore
full employment could, accord-
ingly, lead to new government-
sponsored stimuli for a major in-

Continued from page 33

Inveslment Opporiunities in the
~ World’s Largest Market

Cash Divs.
Including
No. Con- Extras for Quota-

secutive 12 Mos. to

tion

Approx.
% Yield
Based on
Paymts. t4

Years Cash June 30, June 30, June 30,
1954

Diys. Paid

Ohio Forge Machine Corp... 18
Gears, speed reducers, ete.
Ohio Leather Co
Upper leather for shoes
Ohio Match Co
Book and box matches
Ohio State Life Insur. Co
Life, accident and health
Ohio Water Service
Retails treated water; wholesales
untreated
Old Kent Bank (Gr. Rapids)
Omaha National Bank
Oneida, Ltd.
Bilverware
Onondaga Pottery Co
China tableware
Osborn Manufacturing Co.--
Industrial brushes
Oshkosh B’Gosh
Overalls and work shirts
Oswego Falls Corp
“Sealright’” containers
Otter Tail Power Co
Utility: Dakotas & Minn,
Pabst Brewing
Well-known brewer
Pacific Car & Foundry Co.__
Makes railway cars
Pacific Fire Insurance
Diversified insurance
Pacific Gamble Robinson ___ 18
Wholesaler, fruits & vegetables
Pacific Lumber Co 18
Planing mill products

Pacific Natl. Bank of Seattle. 25

Package Machinery 37
Automatic wrapping machines

Panama Coca-Cola ‘ *13
Beverage bottling

Passaic-Clifton National Bank
& Trust Co 15

Paterson Parchment *19
Waxed and insoluble paper

Peerless Cement Corp 13
Michigan producer

Peninsular Grinding Wheel.. 15
Abrasives

Pennsylvania Co. for Banking 140

Pennsylvania Gas Co 75

Operating public utility in Penn-
sylvania and New York
Peoples First National Bank
& Trust Co. (Pittsburgh) 87
Peoples National Bank of
Washington (Seattle) 26
Perfection Stove 37
Heating and cooking appliances
Permutit Co. 17
Water softeners
Peter Paul Co 20
Popular candies
Petrolite Corp. 23
Chemical compounds
Pettibone Mulliken 12
Ralilroad track equipment, forg-
ings and machinery

Pfaudler Co: wowcneiotoeocnan 15

Corrosion resistan{ equipment
Pheoll Manufacturing 33
Screws, bolts, nuts
Philadelphia National Bank.-
Philadelphia Suburban
Transportation Co. 14
Operates street railway lines
Philadelphia Suburban Water *15
Operating public utility
Phoenix Insur. (Hartford).. 79
Fire underwriter
Phoenix State Bank & Trust
Co. {Conn.) o vicusmssmns *27
Piedmont & Northern Ry.... 25
Operates electric line in
Carolinas
Pioneer Trust & Savings Bank
(Chicago) 30
Plainfield-Union Water Co.. 41
Operating public utility
Planters Nut & Chocolate___. 42
Peanuts products

Plomb Tool 16

Mechanics hand tools
Plymouth Cordage
Rope, binding twine, etc.
Pocahontas Feul Co., Inc.___
Bituminous coal
Potash Co. of America
Potash and oil interests
Provident Savings Bank &
Trust Co. (Cincinnati)___.. 51
Provident Trust Co. of Phila. *30
Providence Union Natl. Bank 163
Providence-Washington Ins.. 48
Multiple line insurance
*35

Provincial Bank of Canada__
Foreign and domestic banking
business

“Details uot complete as to possible longer record.

1954
$
4.00
1.00
0.50
1.00
1.50
1.50

1.60
$1.24

1.00
11.08
175
0.95
1.50
+0.75
1.91
3.20
0.80
8.00

8.00
10.83

0.30
1.40
0.90
2.13
0.40

2.00
0.80

2.15

1.50
1.00

1954
43
121
11%
95
T 241
4115
47,
$30%
167
1215
122
23%
27
17
45
88

2.35

2.00
175
1.20

1.80
115
5.00

11.00
1.00
3.40

3.38
6.00

8.00
3.00

225
0.80
3.10
1.20
2.25

1.55
4.90
2.40
1.50

0.76

23

33

1%
106%
$1315
152
116

80
9615

250
561

57

1072
461
20%
35%
35%
9834

1821
30

17

9.3
8.0
44

10.0
47
74

tAdjusted for stock dividends, splits, etc.
{Earlier quotation. June 30 figure not available.

Continued on page 35
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ters, such as the ownership of se-
curities and the direction of in-
vestments.

(4) Striking shift in income dis-
tribution. Higher wage rates, on
the one side, and soaring taxes on
other income, on the other side,
have combined to force an almost

Continued from 'page 34 ‘

Forces At Work in ,
Our Present Economy

Invesiment Gpportunities in the
; World’s Largest Market

Cash Divs,
. Including
No. Con- Extras for Quota-
secutive 12 Mos. to  tion

Approx.
% Yield
Based on
Paymts. to

Years Cash June 30, June 30, June 30,
Divs. Paid 1954 1954

Publie Natl. Bk. & Tr. (N.Y.) 38
Public Service Co. of N. H.__
Electric utility
Public Service Co, (N. Mex.)
New Mexico electric supplier
Publication Corp.
Owns rotogravure prmting plants
Puget Sound Power & Light
Operating public utility
Purex €Corp: ‘ool e i onnls
Makes “Purex” and *Trend”
Puroiator Products
Filters:.oil, .gas and. air
Quincy Market Cold Storage
Boston operation
Ralston Purina
Animal feeds, breakfast foods
Ray-0-Vac Co.
Dry batteries, flashlights, etc.
Reece Corp. (Mass)
Makes button hole machines
Reed-Prentice Corp.
Plastic injection moulding mach.
Reinsurance Corp. (N. Y.)__
Writes only reinsurance
Repubtiic Insurance Co
Fire and casualty insurance
Republic Natl. Bank (Dallas)
Republic Natural Gas
Natural gas and oil producer
Revere Racing Assn
Dog racing, near Boston
Rhinelander Paper 'Co
Glassine and greaseproof packag-
ing paper
Rhode Island Hospital Trust.
Richardson Co. ____________
Plastic products
Rich’s, Inc
Operates Atlanta department
store
Riegel Paper Corp
Glassine and greaseproof paper
Riegel Textile Corp
Wide line textile products
Rike Kumler Co

Dayton department store

: Unlisted Companies Which Paid Consecutive

1954
$

2.02
70.90

0.62
2.00
1.46
0.60
11.46
10.00
3.00
1.40
0.80
0.75
0.45
1.20

c1.50
10.75

0.60
1.50
7.50
1.30
1.20

1.25
2.40
150

42
16

123
1251
30%

177

24

311,

21%

4.8

Dividends From 5 to 10 Years Appear in the
Second Table Starting on Page 39

Steam generating equip., stokers
Risdon Mfg. .

Small metal stampings
Roanoke Gas Co

Operating public utility
Robertson (H. H.) Co

Metal building materials

-.Rochester Telephone Corp.__
Operating public utility

Rock of Ages Corp
. Produces monuments
Rockland-Atlas Natl. Bank of
3 29
Rockland Light & Power Co. #40

. Hudson west shore electric

17
Meters, valves, specialties

Rose’s 5, 10, & 25¢ Stores, Inc. 26
Operates 135 stores in the South

Steering gears
" Royalties Management Corp.
Oil and gas royalty interests

Russell Mfg. Co
Belting, clutch facings, brake lin-
-ings, venetian blind tapes, etc.
Russell-Miller Milling
Milling, elevator, feed
Saco-Lowell Shops
" Textile spinning machinery
Safety Car Heat. & Light. Co.
Lights and air conditioning rail-

- Sateens, broad cloths, twlll-;
St. Croix Paper Co
Maine producers
St. Louis, Rocky Mountain &
* Pacific Co.

Coal realty interests and pro-
duction

St. Paul Fire & Marine Insur.
£ Diversified insurance
St. Paul Union Stockyards__. 38

. Minnesota operator
San Francisco Bank 87
San Jose Water Works 22
Operating public utility in Calif.
Sanborn Map Co 19
Firé insurance & real estate maps

Savannah Sugar Refining._. 30
Georgia operator

Schenectady Trust Co

1.60
'3.50
0.60

12.82 -

0.80
1.00
2.90
0.60
2.00
1.10
3.75
0.20

1 0.25

0.60
1.00
1.25

8.00
4.00

0.50

1.00
1.00

t2.15
2.00

4.50
3.00
13.83

*Details not complete as to possible longer record.

tAdjusted for stock dividends, splits, ete.

23%
156
13
0%
143
14

60

crease in business activity in 1955.
Such ' stimuli are likely to be
found in a combination of new
military and = peacetime public
works — more extensive anti-air-
craft defenses against atomic at-
tack, a new program of industrial
dispersion, plus stepped-up spend-
ing for roads, schools, and other
needed civilian public works.

My Last Question: What About
the Longer Term Business Out-
look?

I think our answer to this ques-
tion has already been pretty much
foreshadowed by our previous
comments. We have seen that
Soviet imperialism, among other
forces, has helped make a postwar
depression impossible in this
country. For the first time in
history, we have had a major
world war, followed by the usual
postwar boom, but not followed
by a serious depression.

But it would be highly unfair
to give Messrs. Stalin, Malenkov
& Company all or even most of
the credit for this remarkable
change in the historical pattern.
Most of the credit for this remark-
able achievement belongs to
America, not Russia. The fact
seems to be that our capitalist
system, as modified over the past
generation, has finally managed
to eliminate the worst excesses of
the traditional business cycle.

The fundamental changes that
have been made in the U. S. econ-
omy in the past 25 years suggest
that we no longer need fear a
catastrophic slump like that of
1929 or 1937. While business
fluctuations must still be expect-
ed, the chances are good that ups
and downs in the business cycle
will, by joint business and gov-
ernment action, be held within
quite manageable proportions.

If I were asked to highlight the
10 most important changes in our
economic life over the past gen-
eration that have helped to tame
the business cycle, I think I would
list the following:

(1)° Extraordinary Population
Growth. "We -have . already dis-
cussed this. The U. S. population
is now over 162 million. It is ris-
ing by more than 2% million peo-
ple a year—an increase that is
about equal to the total popula-
tion of the states of Maine, New
Hampshire, Rhode Island 'and
Vermont.

How remarkable this rate of
increase is can be, seen by com-
paring it with some earlier esti-
mates.. In.September, 1946, popu-
lation experts of the Bureau of
the Census forecast that the U. S.

population would hit 162 million

some time in 1975. In other words,
we are just about 21 years ahead
of schedule on the population
front. If the population continues
to increase at about the present
rate, in 1960 the U. S. will have

‘over 176 million people—a rise of

24 million persons in a decade,
for the largest 10-year increase
in the history of the country. This
rate of population increase is
surely one of the most dynamic
influences on U. S. business.

(2) Increased Power of Trade
Unions. In the past 20 years, or-
ganized union membership has
risen from about three to about
16 million. This rapid increase
in numbers and unions’ new in-
fluence under the Roosevelt and
Truman Administrations have, of
course, increased wage rates vast-
lys in all areas of industry and
trade. Such upward wage pres-
sure has not only helped bring
about a considerable redistribu-

t tion of the national income, but

has also forced management to
improve productxve and redistrib-

men as Workers, Consumers and
Investors. More than a third of all
women 14 years of age or over
are now in the labor force. Al-
most. half of the women who are
working are married (20 years
ago the ratio was less than a
third). The astounding increase in
working women means that one
out of every four families has at
least two' sources of labor in-
come.” Both the output of goods
and services and the demand for
goods and services - are greater
as a result of this increased par-
ticipation of women in economic
life. They have made equally re-
markable gains in financial mat-

revolutionary redistribution of in-
come in the U. S. Let me quote
several figures from Simon Kuz-
nets’ recent study of income sta-
tistics. In 1929, the top 5% of in-
come receivers obtained 34% of
the total spendable income of in-
dividuals after Federal income tax
payments. By 1939, their share
had dropped to 27% of total in-
come, By 1946, it had dropped to
18%. By 1954, it is probably even.
less than that.

If you take the top 1% instead
of the top 5%, the results are
even more striking. In 1929, the
share of the top 1% in ‘total

Continued on page 36
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. .. in any stock on these pages?

For latest prices, quotes, or information,

simply contact—

Trading Department

MERRILL LYNCH, PIERCE, FENNER & BEANE

70 PINE STREET

NEW YORK 5, N. Y.

Offices in 106 Cities

One Wall Street

SOUTHERN NEW ENGLAND TELEPHONE
Stocks and Rights

EMHART MANUFACTURING COMPANY
STANLEY WORKS
CONNECTICUT LIGHT & POWER
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FLMKiNe &G

ESTABLISHED 1865

Members New York Stock Exchange and other leading
Domestic and Canadian Exchanges
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New York 5

What is yoUr
trading problem?

Our large and experienced
Trading Departments may
be helpful to you. Why
not let us know your
trading requirements?

Address

Mr. Alfred J. Stalker,
Mgr., Dealer Relations
Department.

KIDDER, PEABODY & CO....

e Deals in a long list of
industrial, utility, railroad
and natural gas transmis-
sion stocks.

e Is active in preferreds,
bank and insurance issues,

o Takes positions in special
situations interesting to in-
vestment dealers.

o Provides fast service on
quotations and ready mar-
kets for buying or selling.

- ¢ Places large blocks with-
outdisturbing existing street
markets,

Kidder, Peabody & Co.

FOUNDED 1865

Members NewYork and American Stock Exchanges

17 WarL Street, New York 5, N. Y.
Boston Chicago * Philadelphia San Francisco

tEarlier quotation. June 30 figure not available.
a A<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>