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- As We See It

The political situation called into being by the

‘results of. the election last month and "by the
"’ appears to: be.
‘a subject about which press commentators néver -
/tire of writing. These and related matters of pos-"
_sible party strategy are doubtless topics in which -

atest turn in the “McCarthy case’

professwnal politicians and others who are fond

i of following the course of partisan strategy.are- .
i normally. deeply . interested. There can be no

doubt that the President faces a situation rather

' novel if not unique in some respects. The same,

' of course;.can be said of the Democratic leaders

‘ faced by a President -of great popularity with a
- i divided party at his back. Obviously, all con-

“cerned 'will have to wateh their step carefully -

. if they are to enter the 1956.political campaigns

: with the greatest positional advantage—or should

- we.say the least positional disadvantage?

But for our part, we are much more interested .

in what may or may not be done during the next

' two years, and particularly during 1955, in the
' way of sound public policies. We feel confident,

moreover, that the American people, by and

* large, share our interest. A great many people

' who care hardly a fig about the relative advan-

tage that either of the major parties may gain
from this, that or the other bit of tactics, are
vitally' concerned with having good, far-seeing
and statesmanlike government during the year

- or.two immediately ahead. We confess to a strong

- suspicion- that~ that party and those politicians
' who: bear this fact carefully in mind in the in-
terim: will enter the 1956 ‘campaigns with just

" that' advantage all are now seeking.

i

There are, of course, plenty of issues which
Continued on page 101
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Debts Keep R:smg

- By MELCHIOR PALYI

Dr. Palyi calls attention to monnhng public and pmate
_debts, and plctures the growth as appmachmg a deluge,
; ‘-are Tising more rapidly than the increase in-
“the .Grogs -National . Preduct. Cites: danger of a credit
- pyramid,-accompanied by monetary: expansion. Notes a
specter of il-liquidity, which may be tantamount. to a
depression. . Decries argument that liquidation of private .
debts can be avoided by boosting the National Debt,
since this brings up hazards of runaway inflation.

Mr.: Eisenhower -announced_ lately . that our Gross
:National Product may reach $500 .billion' by 1965. A
similar figure was projected  three years ago by Mr.
Keyserling, the quasi-economist of the Truman regime.
What the politicians do not “project,”
-is the parallel growth of the debt
at the average annual rate of $30-odd’
billion. . By that token, the total debt
of the" nation, pmvate and public-
combined, should reach almost $1,000
billion—one trillion dollars—by 1965,
And more 'if the 'rate of growth
accelerates, as it. well may. In thig
race between assets and liabilities,
as it were, the latter are in the lead,
Incidentally, .corporate debts keep
growing much faster than corporate
profits; and individual debts faster
than the liquidity holdings of indi-
viduals,

How long can we go on piling
year after year, $30 to $40 billon or
our over-all indebtedness without running into the
necessity of wholesale liquidation? A mere slowing down
pf igga(éx:t) debt-growth means a recession—as it did
in ~54.

Dr. Melchior Palyi

The Debt-Deluge
The comprehensive statistics of debts appear only once
a year, nine months after the event. The Department of
Commerce has just released the figures for 1933; they.

. should be a bit confusing: the economy was in a boom

during the first half of the year, and in a recession in

Continued on page 106
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The Investment Bankers
Associationof America Holds
43rd Annual C'onvenﬁoq

* Meeting :at Hollywood Beach Hotel; Hollywood, Florids,

November 28-December 2, it is addreued by, ameong : .
others; incoming President, Walter A, Schmidt; Senlor
PrescottBush; Devereux C. Josephs; Hon. A. D. Pi u
Heeney, and Hmes H. Baker. Text of these addresses,
also. Commlttee Reports ‘and. other Convention develop- -

- ments given in this issue.

'The Forty-third Annual Convention of the
Investment Bankers Association of America was
held-at the usual place, the Hollywood Beach
Hotel, Hollywood, Florida, from '
November 28 to December 2, in-
clusive. The Association elected
as President for the ensuing

_ year, Walter A. Schmidt, Senior

Partner of Schmidt, Poole, Rob-

. erts and Parke,: Philadelphia,
- who succeeds T. Jerrold Bryce,

Senior Partner of Clark, Dodge

and Company, New York City.
The Vice-Presidents elected

were Robert H. Craft, American Securities Cor-
poration, New York; Holden K. Farrar, Smith,
Barney & Co., Chicago; John C. Hagan, Jr.,
Mason-Hagan, Inc., Richmond, Va.; Delmont K.
Pfeffer, National City Bank of New York, New
York; and: Ralph E. Phillips, Dean Witter & Co.,
Los Angeles, Calif.

Walter A. Schmidt

Continued on page 93
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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.)

IIUBERT F. ATWATER

Wood, Walker & Co., New York City
Members New York Stock Exchange

Fixed Interest Railroad Bonds

Whenever the expression “The
Security I Like Best” is used in
conversation there is but one an-
swer that comes immediately to
mind. It is, of
course, that
type of secur-
ity which be-
gins, “For
value re-

.ceived the

undersigned
promises to
pay to the
bearer the-
sum. of $1,000 -
with interest;
etc.. ete.”
Recalling
the adage that
“Diamonds is
a girl’'s best
friend,” why not say a bond is the
best protection of a beneficiary.
For the last six weeks the stock
market has enjoyed a celebration
that may be based upon an ex-

Hubert F. Atwater

. pectation of greater inflation in

the economy if the Democrats are
elected in 1956 or satisfaction with
the setbacks that have been suf-
fered by the conservatives in both
parties. Whatever the spark that
ignited the rise, we have seen the
sound ‘and the unsound forge
ahead. In such a. market many
inexperienced investors have made
considerable money.

The ‘sharp rise in railroad
shares, for example, has focused
attention upon the relatively low
yields of some of them, the ab-
sence of any material improve-~
ment in earnings whken compared
with: 1953-and 1952 and the low
prices at which the bonds. (debt)
of such companies can be acquired.

Take only the fixed interest
bonds of a few railroads and bear
in mind that interest is. payable

before Federal taxes. or dividends.- -
In the past few weeks the greatest

increases in lower -priced railroad

shares have occurred in those is-
sues ‘which can. afford only nom-<

inal dividends. - *

If you are nnpressed with the‘

risé in market price ‘of New York

.Central take a.look at the:first:
mortgage 3%2s-that. sell-about 82 |
and have paid interest regularly’

for 57 years and should de it for
43 years more. Several times in
recent: years these bonds have
sold at or above 100 and in 1932

- hit a bottom of 62, still paying.

interest. . ;
_ In_the Baltimore & Ohio Sys-
tem the 1mproved balance . sheet
posmon has - brought prices of
above 100 for several of the fixed'
interest issues and about 80 for
the contingent interest 45s, which
are probably worth more. ‘
Divisional first mortgage bonds
of the Lackawanna and Lehigh
Valley can still be bought at sub-

stantial discounts and are being
retired according to plan, --i..._
A very suitable bond to donate
to a cemetery association to pro-
vide perpetual care for one’s plot
would be West Shore RR. 4s cue
2361. There is only one other is-
sue with a later maturity and it
does not bear the guarantee of
the New York Central. The im-
portance of West Shore is evi-
denced by its merger with the
New York Central in recent years.
Interest rates are likely to re-
main at present levels for some

- time, since it suits t" e fiscal pro

gram, but there is always the dan-
ger that margin requirements may
be raised’ if the volume of security
.trading gives: the impression.that
too - much- money is going into
stock speculation.

One does not usually find op-
portunities for capital gain in-the
ptrchase of sound bonds at a time
when the stock market is rising.
The paradox of low priced bonds
and high priced stocks in the rail-
road field today may be explained
by the fact that the enthusiasm
of inexperienced buyers has car-
ried the market price of some
stocks to the point of discounting
the results for many months
ahead.  Those who invest after a
thorough appraisal of ‘the credit

factors: bave been willing to be--

lieve the gossip of the ' stock
market.

Now is a good time to Buy your
Beneficiary a Bond.

N. LEONARD JARVIS *
Partner, Hayden, Stene & Co., N. Y. C.
Memb:rs New York Stock Exchange

American. Airlines

. Most of .us may not realize that
only 7.5% of the people in the
United States have ever flown in
an airplane, which indicates that
"a large per-
centage of the
92.5% of the
remaining
population are
potential fly-
ers. One can
'easxly visual-
“ize the-growth
in air passen-
ger travel if
present fig=
ures could on-
lv be doubled.
.. There is.n&
doubt but that
thé younger
generation is

air-minded, which in-itself sug-
gests tremendous increases in air
transportation revenues quite
apart from the fact that the older
folks are also getting into line. |

American Airlines is the largest
domestic corporation which should
grow as fast as any company:in
the .industry. It. derives. its hasm
strength from transcontmental
routes from Boston, New York
and Washington in the East to Los
Angeles and San.Francisco-in the
West by way: of Detroit, Chicago
and Dallas, covering a total of over

10,800 route miles.including the

N. -Leonard Jarvis

‘m
This Week’s _
Forum Participants and
Their Selections

Fixed Interest Railroad Bonds—
Hubert F. Atwater, Wood,
Walker & Co., New York City.
(Page 2)

American Air Lines—N. Leonard
Jarvis; Partner, Hayden, -Stone
& Co., New .York City. (Page 2)

)

higkest density routes of the long-
haul type in the country, The
growth:and operating-revenues are
continuing at a rate of 15% con-
pounded annually. But for a rathex
serious strike in 1954, operating
revenues this - year would have
shown  another  outstanding in-
crease in growth. Cost controls are
regarded as amongst the best in
the history of the industry and
daily utilization of aircraft is-in-
creasing. The trend line of depre-

‘ciation charges should: reach its

peak toward the end of next year,
after which a large percentage of
the cash earnings currently run-
ning at the rate of around $4.50 a
share can be translated into net
earnings below the line. Even so,
I would expect net earnings this
year to .approximate $1.40-$1.50 a
share, which is an extraordinary
showing in- view of the bad luck
which the company bhad with it:
labor experiences-during the year
Next year I would  venture tc
guess that net earnings might ge’
up to $2-$2.50 a share with cast

flow running substantially hig™er. .

American Airlines has the most
modern air fleet in tre country
and it is doubtful whether any
new planes will be taken on be-
fore 1958, at which time it is pos-

. sible the company may order ul-’
In’ tke,
‘meantime as -present planes are

tra'modern' turboprops.

being paid off and earnings -im-
prove, it seems.only logical to an

ticipate' an increase in dividend- ]

over and above _the current 60(
rate. -

The average passenger trip
flown by -American Airlines has
increased to-something around 585

miles as against the average length -

of only 480 miles in 1949. There
has: been. an. increase in coac!

service but this has been accom-.

plished with high density seating

Thursday, December 16, 1954
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to around 80 seats per plane as’ *

against 64 seats for  first-class:

flights. Ultimately, it is:expected

that-the C.  A: B. may do. some-

GO o,

thing about ‘the rate situation - :
which is not very satisfactory. In

any case a more constructive atti-
tude may ‘well be considered by
the C. A. B. next year.

American Airlines has-built.-up
a fine reputation for service and
it has also .-been one. of the first
with' the latest type planes; which
Las;gone a long way in developing
the traffic potential of its routes.
The stock represents one of the
best investments for price appre-
ciation in its group. .

American. Airlines common
stock ‘is listed on the New York
Stock Exchange and the closing
price on Dec. 15 was 20%‘.’
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e

-National Quotation Burean
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'The New Democratic
Congress and Business

By RICHARD L. WILSON*
Chief of the Washington Bureau, Cowles Publications

Prominent Washington - Correspondent, commenting on the
almost . equal- division of - Congress among Democrats and
Republicans, sees a:new chapter in national poliics. Says
-many Democrats in Congress are more Republican than many
Republicans, and President Eisenhower may be forced to a
middle-of-the-road policy. Holds, in'some respects, Democrats -
- appear to be mare adaptable to Elsenhmver leadership than . .
. the Republicans, and if a “hopeless jam” is to be avoided,
Mr. Eisenhower will have to grasp control of his party fmnly. -
Saes Démocrats forcing the Randall tariff reduction program -
and restormg fixed farm price parities,

We are.: turmng now to a new
chapter.-in Washmgtom What is
written there ¢an be seen vaguely.
We have the- tmpre:sxon the chap-
ter may be"
rewritten
even before -
we have fin-
ished 'reading
it. ...
" Now we are
to ‘have’ a

. Congress. con-

trolled by
men who
nominally-are :
Democrats.
Many of them
are more Re-" -
publicanr than
many Repub-
licans. The o
White House will continue to be
controlled by: a' man who is
neéither passionately Republican
‘nor Democratic. - He 'thinks a
polmcal party 'is -a .vehicle for

‘Richard Wilson

- expressing the will of the people,

not an instrumentality for hold-
ing power. © . .

This is a mixed.:and confusmg
way to run- a government. - Per-
haps it reflects the attitude of
mind of the country. Can it be
possible that we do not trust the
Republican leadership .com-
pletely? ‘Nor do we trust the
Democrats. But we wish to have
a nearly ‘equal division ' of both

so that one can keep an eye-on’

the other?

. The almost equal .division of
political ‘opinion in this country
is startling. Democrats will con-
trol the Senate by virtue of win-

ning a single senatorial contest
in a single state by a margin of
1,900 votes.

Nor is this anything new. Our
last Democratic President, Mr.
Truman, was elected without a
popular - majority. We think of
President Eisenhower as having
been elected in a landslide. Ac-
tually, he received 55% of the
popular vote. He fell far short
of popular majorities piled up by
some of his predecessors in both
parties. In 1920 Harding won
over Cox with 64% of the popu-
‘lar vote. Hoover won over Smith
in 1928 with 58% of the popular
vote. Roosevelt defeated Landon

*An address by Mr. Wilson at the 33rd
Annual Meeting and Dinner of the Syn-

thetic Organic Chemical Manufacturers
Association, New York City, Dec. 6, 1954.

in -1936 ‘with"66% of the popu]ar
vote.

We forget that virtually ;as

many people vated for Adlai. E. -

Stevenson in 1952 as favored the
master ¢of American polmcs,

Franklin~ D. . Roosevelt, “at:.the*

height of his popularity.

One is led to the: conclusion
that many ‘millions of voters,

.. perhaps one-third, do not Kknow
‘whether they are Republicans: or
Democrats “'and " don’t " care.”” A *
significant change apparently has -
taken place in American pollt:lca’l d
‘life. ‘The -question can be fairly

raised whether we have a ma- !
. jority - party, -or only, two mi- .

nority parties with elections de-

cided by voters who don’t care

whether they are Republican or
Democratic,:who change back and
forth between the two. party af-
filiations, or who will never have
any party affiliations whatsoever.

Last, fall, just before the Con-
gressiona] elections, I travelled
many  thousands of miles from
coast to coast covering the cam-
paign. I could find no nation-
wide issues. ‘I could only sense
a vague discontent with the way

.the Republicans were running the

government—discontent based-on
vague glimmerings. that the
Eisenhower Administration had
failed to live up to expectations
. ... vague, feelings that it was
too much a business Administra-
tion ., . . vague feelings that the
Administration was not suitably
concerned with the economic
problems of the farmer.

Except in a few local areas,
these feelings were not pro-
nounced or violent. Factors which
controlled the outcome of the
election were often purely local

in character, or at least without
general ‘national significance.
Republicans would be able to
control the Senate next year if
one Senator from a western state
had fully realized that he was
practically unknown in his own
state. If he had started campaign-
ing a little earlier and made his
name better known he almost cer-
tainly would have been elected.
This would have premitted the
Republicans to maintain their
narrow majority in the Senate.
Control of the House goes over
to the Democrats by no more than
a working majority. And, in gen-
Continued on page 95
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| »".Submerged Millions

By IRA.U. COBLEIGH

Enterprise

Economist

A year-end look at the progress in probing for petroleum in
the tidal whale pastures of the Gulf of Mexico.

Not. half enough attention- has
been given by investors.generally
to the vast petroleum potential. of
the offshore tldelands Ask the

average Joe

about this and,
chances are,
all"he can

think of is a

picture he saw

in some news-
paper of an oil
drill platform
in' the Gulf
being ‘lashed
by a tropical

Lurricane; and
" he wondered,

vaguely, what

itwasdoing
outthere in
the water,
anyway. Well, there was and is a
king-size reason for its existence,
and its offshore location. Let’s

Ira U. Cobleigh

. examine the matter.

Everybody knows that a broad
arc of land, embracing thousands
of square miles, North, and North-
west of the Gulf, is just oozing
with oil — Louisiana, East and
West Texas, the largest oil and gas
fields in the U. S. But what is less
generally realized is that the same
sedimentary geological formations
that have been so fabulously pro-~
ductive on shore, are believed by
the experts to extend for many
miles out into and under the Con-
tinental shelf. This shelf is just
what it says—it’s a ledge that just
juts out from Louisiana and Texas
shores, from 20 to a ‘100 miles
slanting off scarcely more than a
foot a mile till it sheers off
abruptly into the depths.

For some years there was a con-

flict in title to these wonderful
whale pastures but that was re-
solved by the Tidelands Act
(51gned March 16, 1953) whereby
in the case of Texas and Florida
the states are deemed to own the
land out to a point 10.38 miles
from shore. Louisiana was ac-
corded title to the acreage running
out only three miles. (But this is
not finally settled as Louisiana
wants -at least the 10.38 mile
boundary and, has even claimed
35 miles.) In any event, the land
beyond these limits is Uncle
Sam’s.

Until this year, the only off-
shore oil leases signed had been
with the separate states. Before
1950, when the title conflict landed
in the legal arena, over $250 mil-
lion had been laid out in leases,
equipment, rigging, and consider-
able production brought in. Vir-
tually nothing, however, was done
in the period between 1950 and
March 1953, while the lawyers
were kicking the title around. For
the past 18 months, however, the
joint has been jumping. $150 mil-
lion has been spent on state leases,
and drilling units to bring them
into payzones; and actual produc-
tion now must be around 50,000
barrels a day, most]y from off
Louisiana.

That leads us up to the second
real-estate phase — the leasing of
Uncle Sam’s land further out. This
was done, for the first time, on
Oct. 14, 1954 and the best title for

this event would seem to be “$130
millions can’t be Wrong.” For that
was the dollar total of the bids on
that eventful day.

For those companies and syndi-
cates willing to risk seven figure
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wampum on the productivity of

..these submerged drill-sites, Uncle
" ‘Sam offered a uniform lease—$3

a month per acre yearly rental,
win, lose or draw, plus a 1/6th
royalty on all production. Under
these terms a number of com-
panies started writing checks and
when the bids were opened $128.7
million had been pledged for oil
and gas lands, and $1,200,000 for
sulphur leases.

Just so you’ll recognize that this
bidding was not made by impover-
ished peasants, note that $6.1 mil-
lion was plunked down by Forest
Oil Co. of San Antonio for 5,000
acres off Eugene Island (this
works out to $1,220 an acre). Next
in magnitude was the Gulf Oil
bid of $6,007,000 for another single
5,000 acre tract (Gulf bid $36 mil-
lion altogether). There were also
quite a few others, including Kerr-
McGee who pulled a boner and
bid $15 million on the wrong sec-
tion. The Department of Interior
later ~allowed ' Kerr-McGee to
withdraw “its bid, however, and
returned the $2. 9 million down
payment.” Meanwhile, McGee had
had a wistful vista of dropping
$15 million; but it all turned out
all-right.

The first bidding for Federal
tidelands, just recounted, was all
off Louisiana. On Nov. 9 a second
bidding was held, this time on the
Cuter Continental Shelf off Texas
from Port Aransas to High Island.
38 tracts were offered but quite
selective bidding seemed to center
on 19 areas where, apparently, the
most extensive . geological bird
dogging had been done. The fattest
bid in this letting was by Magnolia
Petroleum Co. — $2,209 per acre
for 14,040 acres. The biggest total
for any single tract, however, was
$4.565,251.99 on 5,760 acres off
High Island b1d in by Standard of
Texas.

It was not the intention above
to clobber you with a lot of sta-
tistics, but you can easily see that
if two Federal biddings on land
under the sea bring in $150 mil-
lion in less than a month’s time,

 0il experts are willing to bet high

stakes that a fabulous amount of
recoverable oil lurks beneath the
waves. In fact, a number of new
flowing wells have been brought
in in the last three months. Con-
tinental Oil hit with a discovery
gas well 32 miles off Cameron
Parish, La.; and Shell brought in
a flowing well (215 bbls. high
gravity daily) plus 120,000 C.F. of
gas on a small choke at 7,370 feet.
Both of these were in October. In
November a “CATC” team (Con-
tinental, Atlantic, Tidewater and
Cities Service) announced a gas
distillate field 17 miles off Came-
ron Parish where the team has
38,000 acres under lease. :
Important to any -consideration
of offshore production, are the
newly designed rigs.being built
especially for sea floor drilling.
These are of three sorts. The first

was the permanent drilling plat-
form, built on the ocean floor and
generally in shallow water. This
had the defect of bemg a fxxed in-
stallatlon which" had to be dis-

mantled, if perchance, the drill

-~ proved arid. '_
The latest rigs are floating units,

"however, which can be towed to

likely areas. Then they can be
converted into firm drill plat-
forms, in one design, by projecting
downward from the rig platform,
hydraulic steel pillars or caissons.
These stand on the sea floor, like
an outsize daddy longlegs, and
support the platform, high and
dry in up to 100 feet of water. The
platform contains galley, and
quarters for 40 or more personnel,
plus space for drilling gear. J.
Ray McDermott, Inc., Shell, Hum-
ble Oil, and C. G. Glasscock Oil
Co. have, I believe, units of this
sort. They cost $2 million or more

to build and command a daily-

rental ‘of $6,000 or more.-.

A second variation of the float-
ing rig is the submersible platform
built on caissons rising 60 feet
above- parallel pontoons. In this
case, when the drill area is
reached, the pontoons are flooded
and sink to the bottom, mooring
the drill platform safely and sol-
idly above wind and wave; and
sturdily enough to withstand 100
M.P.H. winds. Kerr-McGee pio-
neered in this type of craft, and a
brand new unit, 200 feet long, and
74 feet wide, will shortly be placed
in service by American Tidelands,
Inc., an independent.

Now with all this land-grabbing
and barge building going on you’ll
probably want to know which
companies seem the likeliest to
benefit from what may prove to
be fabulous tideland production.
My nominees would be Gulf Oil,
Continental, Pure Oil, Standard of
California, Socony-Vacuum, Mon-
terey Oil among the majors. The
common stocks of all these are
listed NYSE. Specialists would
include Kerr-McGee Industries,
Inc., J. Ray McDermott, Inc. and
American Tidelands, Inc. Stocks
in these three are active over-the-
counter with American Tidelands
attracting considerable following
possibly because of its price range
—around 1% when this was writ-
ten.

It is probably too early to pre-
dict just how big this offshore
Gulf play is going to be. If, as
some have claimed, there are 10
billion barrels of oil, plus a few
stray trillion C.F. of gas, and siz-
able sulphur domes beneath these
storied and once pirate-ridden
waters, then indeed the title of
this piece may appear as a gross
understatement, In any event, big
money, costly equipment, and
much oil probing talent are at
work here, with the gradual slope
of the shelf simplifying the drill-
ing, and the running of pipeline
to the shore. 1955 may make a lot
of major news for the tidelands,
and for investors who make for-
tunate selections among enter-

prises at work therein.

Thursday, December 16, 1954

. Wall St Xmas Tree
To Be Lighted Frlday

' The Financial Community’s tra~ f
ditional Christmas Tree in the |
center of Broad Street opposite |
the trading floor of the New York |
Stock Exchange will ;be lighted
at 12:15 p.m. on Frlday, Dec. 117,
to the accompaniment of Chrlst- y
mas Carols sung by a 30-voice
mixed choir.

Members of the Westinghouse
Choral Group, dressed jn scarlet
choir robes to mark ., the Yule
Season, will render a selec'uon of
well-loved carols.  '*: 1

The 50-foot Norway Spruce tree |
was erected by the Stock Ex-
change on Tuesday, Dec. 14, and
will remain lighted throughout
the holiday season. Christmas |
music will be played from the
outside gallery of the Exchange
during the noon hour and late in
the afternoon.

This is the 31 'year in which a
huge Christmas Tree has bright-
ened the financial distriet.

Led by Kenneth Thompson, the
Westinghouse Choral Group will
offer the following program on
Friday:

Medley (Fred Warmg Arrange-
ment): e
O Come, All Ye Falthful
Away In A Manger;
God Rest Ye Merry Genﬂe-
men.
Carol “Noel”: Wilhousky.
Deck The Hall: Traditional.
Lo, How A Rose: M. Praetorius.
O Holy Night: Adolphe Adam.
First Noel: Traditional.
The Lord’s Prayer:
Malotte.
Silent Night: Franz Gruber

A. Hay

- Harry S. Courtney

Harry S. Courtney, Manager of
the investment service department
of Peter P. McDermott & Co., New
York City, has passed away.

Three With Rogers & Co.

(Special to Tre FINANCIAL CHRONICLE)
DENVER, Colo. — William C.
Chadwell, Orell O. Lovejoy and
Arthur L. Weir, Jr.,'are now con-
nected with Rogers & Co., 511
Sixteenth Street.
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a ™
State of Trade

«.* .(b) Secondarily, for ‘emotional
discipline, keep within predeter-
. mjned maximum - minimum pro-
portions ' between _equities and
fixed<interest - securities. Propor-
tions vary from low proportion of
. equities. for the nervous or con-
servative - minded; to maximum
for inflation-minded experts. But
.. decisions on appraisal of individ-

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

- Observations ... -
‘ By A. WILFRED MAY =
INVESTING REFRESHER

- and Industry
\

J

Total' industrial “output+for the
nation-at-large in-the period end--
ed' on Wednesday of. last- week
continued to advance and was ap-
proximately ‘at the same level as
a year ago. Production of steel
and automobiles rose and for the
first week in 1954 the number of

fréight carloadings-was not only

larger than in the previous week,
but. .equal .to those in the corre-
sponding peried- a year earlier.
Further, production of .electric
power was at an all-time high
level. T

Encouraging reports were also.

made the past week .on recent
claims for unemployment insur-
ance benefits. Continued claims
filed in the week ended Nov. 20
were 5% below the previous week
and greater than in the compar-
able period last year by the small-
est weekly percentage—23%—so
far in 1953. In the week ended
Nov. 27 initial claims for such.
benefits were 16%" below - the
earlier week' and 14% . less .than
the 1953 comparative. ' Labor Sec-
retary Mitchell announced, how-
ever, that 1,300,000 unemployed
persons. exhausted - their unem-
ployment insurance rights in the
first nine months of 1954 without
finding work. This was more than
double the number in 1953.

According to the United States
Department of Commerce business
inventories increased in October,
but not as much as expected.
Stocks of -manufacturers, whole-
salers and retailers were valued at
$77,900,000,000, $400,000,000 above
the. preceding month, but $4,400,-
000,000 below the year-earlier fig-
ure. Commerce Department offi-
cials had looked for a $700,000,-
000 rise during October. Sales of
these firms totaled $48,700,000,-
000, up $600,000,000 from Septem-
ber, off $3,000,000,000 from Oc-
tober, 1953., - .

Steel production may have
reached the high for the year this
week and last, according to “The
Iron Age,” national metalworking
weekly. Operations this week are
scheduled at 81.5% of rated capac-
ity, or 0.6 of a point below last
week.

‘This is the first week since
Labor Day that an increase in
steelmaking .operations has not
been scheduled. Since Labor Day
production has increased more
than 30%. :

."Production is expected to dip .
during the holidavs, But the sea-
sonal decline will be less than

ﬂ'sual.:because:‘lof,.:tbe,.stmgg» 'x‘;‘p¥ :

-surge indemand. " -

. With "some" exceptions,- great-
est market strength is‘in the Great -
Lakes area. This is confirmed by
the following “Iron Age” district
operating rates for this week:
Buffalo, 100% .of capacity; De-
troit, 92; Cleveland, 90.5; Wheel-
ing, 88; Chicago, 87.5; West, 85; -
South Ohio River, 81; Youngstown
and St. Louis, 79; Pittsburgh, 78;
Philadelphia, 71; Birmingham, 67;
and Northeast, 65.5% ‘of. capacity.
Almost all - steel . buyers - con- *
tacted by “The Iron Age” indicate :
they are placing-orders for more -
tonnage than they have in months.
‘Although some: products can still
be had on almost immediate.de- -
livery, the trend is toward. bigger ..
order backlogs-and more extended
'delivery. ) S
.. In_ the. automotive industry the-
past week -production of ‘the six-"
millionth . motor.: vehicle of <1954
-and -continuance “of “heavy over-<
‘time ' operations highlighted ‘the
week, states “Ward's Automotive .

Reports.”

The automotive trade publica-
tion estimated last week’s produc-
tion at 171,588 vehicles, 3.7%
above the previous week’s strong
pace of 166,715 cars and trucks
and the highest production week
since that ending May 2, 1953,
when 172,706 units were turned
out. A
Ford and Chrysler have all di-
visions programmed for Saturday
work, it said, and . Chrysler is
scheduling - Sunday manufacture
in all key departments and sup-
plier plants. Chevrolet has four
final assembly lines scheduled for
truck and car building Saturday.

“Ward’s” reported, however,
that on Friday last, Studebaker,
Nash and Hudson were to shut
down for two to three weeks on
car assembly, while Studebaker
truck production is to be halted
for two weeks.

Continuing, “Ward’s” said:
Mercury, Lincoln, Packard, Hud-
son, Willys, Pontiac and all
Chrysler Corporation car divisions
were in higher gear the past week
than the week before, with Chrys-
ler output (35,500) expected to
top any weekly level since Sept.
30, 1950, when 37,773 cars were
built.” All Chrysler car divisions
are scheduling - highest possible
output  for January through
March. . ]

"Ford, meanwhile, held close to

Continued on page 110
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: v We také pleasure in announcing
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-We beg to present. herein q summary of our phi-

losophy in certain. important.investment areas—jfor-

"." the most-part representing;a:minority.
as.it has been running through this column.” (It con- 2

stitutes a partial recapitu
gwen by the writer.)

-Underlying Policies and
Objectives

An underlying characteristic
differentiating investment from
speculation is that the former as-
sumes' long-
term - value
factors pro-
ducing income -
along with’
capital con- .
servation, .
while specu-. .
lating; con-_:
cerns itself .-
with market
timing. goals,. .,
with- emphasis
on relatively -
short - term:’
capital gains.

Behavior:
and policy
should be fundamentally based on:

. (1) Abstention from  wishful
thinking. Maintaining rigid atti-
tude of seeking individual values
in lieu of treating the market-as-
a-whole.

(2) Preservation of long-term
attitudes.

(3) Diversification of holdings,
among:

(1) Fixed interest securities
“and common stocks. .

(2) In former, between U. S.
. Governments and tax exempts
(proportion to be varied with
individual tax bracket).

(3) In stocks, among indus-
tries .including both anti-intla-
tion and anti-deflation hedges.

(4) In latter among different
companies within industries, in-
cluding both growth companies
and defensive situations.

My method for appraising indi-

A. Wilfred May

viewpoint—
lation of a lecture.series

vidual issues is premised on. the
invalidity of conceiving the mar-
ket-as-a-whole, and of other prev-
alent attitudes, such as giving
weight to short-term external and
internal factors. 'My: investment-
value approach ‘assumes. market

- price tends to depart from value;

creating continuing advantageous
investment opportunities.

8  Because of inescapable impon-

derables.and difficulties in scien-
tific rigid 'mathematical appraisal
of specific issues, emphasis should
be .on_price reflecting favorable

. buying’ .or selling opportunities

(under- or over-valuation). Such

B onportunities have’ constantly “ex-
- isted. : o1

. Our value -approach s'atisfie,s. the’

- need” for realism, as regarding

yield concepts. It likewise em-
braces' the hardboiled common
sense viewpoint-that. the money-
rental and risk components of our
investment should be taken care
of in the buying price; to give the
buyer the possbility of recouping
his principal-with interest, plus a
chance of profit. In stocks, as in
real estate, we should calculate a
buying price that indicates more
to gain than to lose over the full
term of the operation,

Earning power and balance sheet
items should be weighed cold-
bloodedly as media for the pres-
ervation and profitable employ-
ment of the investor’s capital, not
as scorekeeping figures. Inciden-
tally, quantitative value findings
on individual issues often sec-
ondarily give clue to status of
general market. -

“NET” PORTFOLIO POLICY.

' (a) First, ¢ontinually. explore’

situations by value eriteria.

ual issues must always have pri-
ority. :
-(c) .Get additional confirmation

y frpm Tecognition of market foibles:
" THE PROPER EMPHASIS O

.~ FORECASTING. - ,

(a) Some degree of forecasting:
is. unavoidable ‘in..investment as
well as in: business and agricul-
ture. ) e e

(b) But the forecasting element:
in 'business is regarded -as un+
avoidable and.kept secondary, as
in.making production and weather
estimates. BoEr e

i (c). Likewise in the concept of

genuine investment,” should fore-

casting be kept to. a:minimum.
:.(d) Forecasting for.its own sake
is an act of speculation-gambling.
i (e) Minimization of forecasting
element is a correlative of true
investment functioning. : :
.. In-investment. .field, the fore-
casting element is. over-empha-
sized. as ‘the-end, .rather than. as.
an unavoidable: accompaniment of
sound criteria. .

Reasons for the Inevitable Abor-
tive Forecasting Results.

(a) The many imponderables.

(b) The absence of correlation
between external political, eco-
nomic and business factors on the
one hand; and stock market move-
ments on the other.

(1) Business-stock market di-
vergence, 1925-29; and 1939 to
date,

(2) War’s unexpected market
effect. .

(3) Inflation’s varying mar-
ket effects.

(¢) Reliance on internal market
analysis.

(d) Fundamental fallacy of con-
ception of “the market” as a
whole, evidenced in:

(1) Divergence between
groups over long- and short-
terms; and, ;

Continued on page 118
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-Business in 1955 May Top 53

By ROY L.

REIERSON

Vice-President and Economist,
Bankers Trust Company, New York City

Dr. Reierson after studying present and prospective economic
trends, concludes business activity in 1955 may equal or
exceed the record year 1953. Foresees an overall increase of
3% in the gross national product and some higher business
and consumer spending. Looks for some hardening of interest
rates, along with a steady demand for capital and a larger
supply of funds seeking invertment. Says, although economic
visibility is limited, precedents favor business recovery.

After remammg generally stable
for the past six months, business
is showmg fairly convmcmg sxgns
of moving upward once agam
Feconomic ac-
tivity at the
present time
appears to be
at its highest
level of the
year. If this
trend contin-
ues, the output
of goods and
services in
1955 might
well match the
record year
1953. .

+ A repetition
of the tight
credit condi-
tions that prevailed in the first
half of 1953, however, is.not in;
prospect for the foreseeable fu-
fure. Although the decline in bond
yields that prevailed in early 1954
came to a. halt later in the year
and some - firming would not be
unexpected, the present outlook is
for investment funds and short-

Roy L. Reierson

term credit to remain available at
relatively low cost. The monetary
authorities are not. likely to em-
bark upon a policy of general

- credit restraint unless the upturn

in business becomes substantial,

- or prices, rise. or credit undergoes,
. a rapid expansion, . .

Current Business Improvement ¥
Recent signs of rising economic
activity are the. first since mid-
1953, when business began to drop

" off. .That decline, however, was
_from a. peak of .unusual. business

strength, reflecting at least in part
the rebound from the steel strike
of 1952 and the .exercise of de-

. mands which had accumulated in

the preceding two years of eco-

v nomic controls. In retrospect, it is
. surprising that the .1953-54. down=-

turn was so moderate. Presumably
the consequences might have been

more serious had it not been for,
the prompt reversal in Federal,
Reserve credit policy, the cushion-,

ing effects of tax cuts and unem-
ployment benefits, the strength in
construction and sustained public
confidence in the future.
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.Signs of an. Uptum—-—For more

than a-year, the economy has. felt,

the effects of a number of drags.
which began to take hold in 1953.
These included (1) a reduction by
more than $10 billion annually in
defense spending, together with a
substantial realignment of defense
orders; (2) a reduction in the
Treasury’s cash deficit from $5.2
billion in fiscal 1953 to a nominal
amount in fiscal 1954; (3) the lig-
uidation of business inventories at
an estimated znnhual rate of $4
billion; (4) a 'downdrift in busi-
ness spending on plant and equip-
ment in 1954; and (5) weaker
markets for automobiles and some
other consumer durable goods.
Current conditions suggest that
the force of these drags has sub-
sided. Defense - orders have re-

cently increased, and the early in-

.troduction of new automobile
models. this: year has stimulated

:production. The improvement so

far has not been spectacular; to
some extent it reflects the seasonal
upturn customary at this time of
year. In October, 1954, the Fed-
.eral . Reserve index -of- industrial

production, adjusted -for seasonal

variation, stood at 125% of the
1947-49 average, only one point
above the preceding month. -and
still seven points below October,
1953,

However, the expansion of ac-
tivity seems. to be fairly wide-

spread, especially in the. durable

goods industries, a strategic sector
of the economy, and there are.in-
dications that business is once
more moving upward. A’ striking
demonstration is the steady rise
in the rate of steel operations from
63% of capacity in early Septem-~
ber to 80% by mid-November, and

* the prospects are that the rate will
be well maintained in the coming -

months. Also significant is the in-

crease in new orders. for durable.

goods, accompanied .by- the first

rise in the backlog of urfilled-or-:

ders in about two years. Emplov-
ment has increased and weekly
hours of work have advanced.

Patterns of Recovery—It is ad-
mittedly precarious to forecast
trends on the basis of develop-
ments - which are both recent in
origin and modest in size. The
important question is whether the
business upturn is likely to be
broad and sustained, or-whether
it may be short-lived and followed
by a renewed decline in the near
future,

Some comfort may be gained
from the historical record, which
shows “false. starts” to be.the ex=>:
ception rather than the rule.' In
the .35 .years since World War. I,
only in 1931 has a busiress upturn,
once started; failed to make sub-
stantial progress. - The record also
shows that there have been four
previous business declines -in the
period | which appear . generally
«comparzble :to that of -1953-54,

‘namely 1923-24, 1927-28, 1937-38
anrd 1948-49;,we may exclude from -

consideration here the sharp post-
war correction .of 1920-21, the
Great Depression and the drop .in
nroduction ..immediately after
Werld. War-II. In the four com-
parable periods of business adjust-
ment, business activity took be-
tween 15 and 27 months to recover
to the level of the peak immedi-
ately preceding the downturn.
Conseuuently unless the present
recoverv is exceotionally slow, the’
irdex of industrial production may
be expected to reach its mi4-1953
peak of 137 before the end of 1955.

Chbviously, bistorical analogy
may not be a reliable guide to the
future. Hence it is desirable to
review more closely t™e prospects
in some of the important sectors
of cur economy.

Business Spending and
Inves.ment Aciivity
The high' levels of residential
building and commercial construc-
tion in 1954 helped moderate the
economic decline. This strength of
capital outlays during a period of
lower business activity augurs

well fcr the year ahead; total con-

struction is expected to continue
upward, while the declining trend
of business spending on plant and

equipment gives promise of level-.

ing off. Inventories appear in bet-
ter balance ‘than a year ago, and
past experience indicates that in-
dustrial. production may move
upward even before inventory
liquidation is wholly completed.

Construction Activity—Residen-
tial building has been increasingly
active in 1954; starts have spurted
in recent months and will total
about 1.2 million in 1954. In part
at least, this vigor appears due to
the stimulus provided by the
Hcusing Act of 1954, but .signs of
greater activity were already evi-
dent several months before t..e
Act was passed.

_The latest government estimates
project 1.3 million starts for 1955,

-and-this-appears to be a resonable
expec:ation. - The outlook is sup- -

ported by the generally firm trend
of rentals; vacancies are still sub-
normal in many ‘areas and appear
to be concentrated in high-priced
or. substandard accommodations.

-Also, personal income is likely to

rise: further, credit is adequately
available and financing terms are

.liberal. Births are high, the mo.e

ment to _the suburbs continues
strong, and many veterans have

.not ‘yet exercised their rights un-

der the .VA. financing : program
Finally; although family formatio*
has declined substantially from it
peak, more single and older peo-
ple are establishing separate
kouseholds.

_In addition, commercial build-
ing and most other types of con-
struction -are at peak levels, and
despite some decline in incustrial
construction, an even' higher rec-
ord is likely to be established in
1955. In fact, the latest govern-
ment estimate shows a 7% rise in
private eonstruction outlays for
the year ahead.

‘ Plant and Equipment — One of
the more encouraging features of
the recent business adjustment
has been ‘the relatively small de-
cline in plant and equipment ex-
penditures. As.to 1955, opinions
differ. The Federal Reserve Bank
of Philadelphia has just released
a survey which shows that manu-
facturing corporations in that area

.expect to reduce their- capital ex-

penditures by 20%, with substan-
tial stability.of outlays indicated
bv public. utilities. . ‘The latest
McGraw-Hill nationwide survey

of business spending intentions on-
-plant -and -equipment has -yielded"
‘a more favorable estimate, namely

a total reduction: of- 5% in 1955,
with -the prospect of stabilitv in

1956. -This is hardly a:pessimistic-

appraisal, - especially since itim-
plies mo significant decrease- be-

.low the rate of :spending in the

final quarter:of 1954, With  busi-
ness. sentiment improving, . the
outlook for capital outlays is less
likely to deteriorate. .

Business Inventories — The re-
duction- in business inventories.
which “has been under way for
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more than a year, has been rela-
tively small, amounting to .about-
6% or so, and. ‘has been -orderly.
The .easy credit policies pursued -
since mid-1953 have prevented
stringency in the money market
and have helped forestall any
spiral of credit contraction, so,that -
forced liquidation of inventories-
has been conspicuously absent.
Also, the inventory reduction was"
eased by the continued high levels
of consumer spending..

Most of tke inventory decline in
recent months has taken place in
manuvfacturers’ stocks of durable
goods in process or. finished. The
liquidation ~of raw material in-
ventories appears to have been
largely completed earlier this
year. Wholesalers and  retailers
likewise appear to have some
months ago worked their stocks
down to -levels v1ewed as satis-
factory.

Evidence regar‘ing inventory °
conditions is -still inconclusive,
Some observers believe that the *
modest character of the liquida-
tion to date presages.its continua- °

tion for some months, while others ~

feel that most stocks have already -
been reduced to. desirable levels, "
and perhaps even -below  these
levels in some instances.. On.bal-
ance, the signs seem to favor the -
latter view; and. the prospects are
for inventory liquidation ‘to sub- -
side. Barring another inflationary -
scare, however; -large-scale. re-
sumption of-inventory- accumula- -
tion is not indicated in the months .
ahead.

Consumer Expenditures

Consumer spending in the 1953-
54 "adjustment was well main-
tained .in the aggregate,
though' buying” of durable goods
declined from the very high level
that prevailed in the first half of -
1953, after government restrictions °
upon their output had been- re- °
moved. Personal income,
ported as it was by social security °
payments and unemployment ben-
efits, declined only moderately in *
1954, and income after taxes ‘
inched upward as a result of the
reduction in income taxes at the
begmmng of the year.

“Consumer spending in 1955 is
likely to expand, possibly by 3%
or so., .Increases in employment,

.in.average hours worked, and in _

average hourly wage rates' may |,
be . expected’ to "contribute 'to
higher personal incomes. At the :
same time, there is some -evidence .
that consumers-may have become :
willing to spend a. slightly larger -

-share of their incomes. Also; grow-

ing population should mean:great-

er.spending on-nondurable rgoods; .
'while ~the -market . for ~ durable ;

goods may be: sustained:by active
residential building, the new auto-
mabile models and energetic sales
efforts.

. The Automobile Market — The -
prospects for automobile produc-
tion in 1955 have been very much
in the news in recent weeks, and
since consumer buying of new
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passenger cars generally has some
“influence upon total output and
‘employment, the outlook for this
sector of the economy deserves
mention. Some observers appraise
the domestic market for passenger
cars in "1955 as only nominally
«(2-3%) better than in 1954, while
‘others believe it holds promise of
an increase by as much as 10%.
There is little. doubt that the
many changes made in the 1955
model 1mprove the sales outlook,
but it is still too early to. obtaln
reliable indications of the public’s
,reaction to the new cars. Another
favorable factor ‘is- the. prospect

.that personal income may increase.

in 1955. Selling no- doubt .will be
~aggressive, possibly assisted by
; some--further -loosening- of. con-
sumer .credit terms. v
+--On. the -other.hand,. the earher
: introduction ‘of ‘models this ‘year
.. probably means- that-some of the
~sales for 1955 may be included in
- 1954 results: “Also, there is uncer-
_tainty as 4o ‘the outlook for used
- car prices, an important factor in
. the new car market: Finally, since

¢ :practica-lly :all . makers -have - al-

r8ady madesubstantial model
. changes, some -question may be
-raised- toncerning -market pros-

- pects in the latter part of 1955. °

On balance, the new -car'market

-in the first half of 1955 is likely
- to be favorable, but-the compari-
“son with 1954 may be less satis-
“factory -in' the latter part of the
year "Consequently, present pros-
' pects suggest that 1955 as a whole
will be a good automobile ‘year
but not substantially: better than
- 1954, and that the conservative
expectation of an. increase by not
much more than 2 to 3% over 1954
" may- prove a realistic one.

Government -Quilays

White state “and . local govorn-

. ments substant’ally increased their
_spencing in 1954. the growth was
. more than offset by the si~abl»
cutbacks in Federal Government
* disburcements. " In 1955, by con-
* trast, the government sector as a
‘whole is likely to provide a noat

- addition to ‘total- demands, since

+ state and local .outlays .are sc ed-
_uled to continue upward while the

big reductions in Federal spend-

ing appear behind us.
Federal Government Expendi-

tures—Since about the middle of"
1953, the Administration has made " -

»

substantial progress in ‘its en-

i deav.rs-to reduce- Federal spend--

- ing, ard these efforts are p-=rsist-
< ing. The rate of spending has-al-
. ready. been reduced to the level
" indicated by the official budgzet
estimates for the fiscal year 1955
" may run somewhat below:the fore-
" cast. However, the pattern of
spendmg by the Federal Govern-
ment in the 12 months aheau will
be importantly -affected by the
. budget-plans for fiscal 1956, which

< will- not be made public untxl.

January.

Examination of 'Government

¢ spencing programs may well show
some further decreases that could
- be -achieved, -but. additional cuts
of the -magnitude already accom-
. plished. are-not in prospect, at
least until there is evidence of ‘a

basic improvement- in the inter--
With Treacury -

national situation.
receip’s expected to decline by a
larger amount than exnenZitures,

the cash deficit in fiscal 1955 con-.

sequently may increase by $1 to $2
billion, in contrast to the $5 billion
decrease in the preceding year.

State and Local Spending—Out-
lays by state and local govern-
ments, at the same time, are con-
tinuing their steady upward trend
of the postwar years. This trend
reflects higher costs of govern-
ment and rising expenditures for
public facilities of all kinds, and
shows no signs of abating. State
and local government spending is
dikely to register another increase
of $2 to $2% billion in 1955.

Outlook for Interest Rates .
All these considerations.suggest

pitized for FRASER
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and the year’s total expendxtures‘

a somewhat higher level of busi-
ress activity for 1955, at least as
far as can be gauged at the pres-
ent time. If business continues to
improve, the prospects are that
total credit demands will be well
sustained in the months ahead
and may even increase somewhat.
Economic forces may thus be op-

erating to keep interest rates gen- -

erally firm, and perhaps lead to
some hardening.
increases are likely to be of mod-
erate proportions.

Demands for Credit—Short-term
credit requirements in 1954 do not
appear to have increased signifi-
caritly over 1953 in the aggregate,
but some. rise ‘in the wolume -of

short-term credit may be expected-

in/1955." ° )
liquidation and some improvement
in- business- activity should relieve

‘the downward pressures on-bank -
loans to busmess, .although-any’

large ‘increase’ in.such ‘loans-ap-

-nears doubtful in -the absence .of.

renewed large ‘inventory accumu-
lation: . Consumer’ credit, which

leveéled. off in 1954, ‘may “reach -a-

new peak-in‘1955, but.the rise. is
likely to be relatively modest.: -

Long-term investment funds
may be expected -to find continu-
ng outlets in 'the high  and rising
evel of -private. and publie: con-
s'ruction.  With residential build~
ing  strong, the growth in out-
‘anding mortgage debt in 1955
nay well equal or ‘surnass the
‘nrge increase of 1954. Net long-
term  borrowings of corporate
business are likely to decline

However, any.

The .end" of inventory. -
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further in t‘le aggregate but fi-
nancing by the utilities’ sector will
probably be well maintained. State
and local demands for new money
are expected to show a further in-
crease in’ 1955, even though the
proposed new highway program is
not likely- to be an important fac-
tor until after next year,

While sustained’ high demands
for investment funds are indicated
for 1955, the upward pressures on

. bond yields are likely to be dam-

ened 'by the continued large flow
of funds seeking ' investment.

"These funds have contributed im-

partantly to the ‘steady tone of.the
bond market in the current year,
and are expected to be as’ large
or larger in 1955

Credit Poltcy—Interest rates in

.addition ‘to being influenced. by

the ' demand-supply situation in

the market place, -are ‘constantly..

subject ta-the actions of the credit
and debt management: authorities,
Under the flexible -credit- policy
followed by the Federal Reserve,

the authorities may be presumed

to. be ready to shift from their

.eurrent. policy of “active ease” into
.a policy of -neutrality and then-

into a policy of credit restraint
if such action'is deemed necessary

for the maintenance of "economic

stability. However, conditions‘un-
der which such measures would
suggest themselves do not prevail
at this time nor are they likely
to develop in the near future. At
present, - the authorities would
probably be reluctant to jeopard-
ize an expansion in production or

employment either. by reducmg
the availability of credit or by
contributing to uncertainty in the
markets.

Debt- Management — Economic
considerations are presumably also
relevant in the determination of
Treasury debt management policy.
The encouragement of investment
spending is one of the key eco-
nomic objectives of the Admin-
istration, as evidenced by the flex-
ible depreciation provisions of the
1954 Revenue Code, the more lib-
eral financing terms of .the new
Housing Act and the current pro-
posals for a greatly expanded
highway program and encourage-
ment. . of foreign mvestment
Against thxs background, it is dif-
ficult to visualize the Treasury
competing energetically with

other: users ‘of -long-term invest--

ment funds unless convinced that
investment ‘spending is: reaching
proportions that might-injure:the
health ' of the economy.
Treasury’s failure to include a
long-term bond issue in the recent
large refunding of December ma-
turities probably. provides a clue
to 1ts present thinking.

Another consideration which- outlook for 1955 appears relatively

speaks_ for continued, caution by
the Treasury in managing the debt

is that the major savings and in-="‘.

vestment institutions do not ap-
pear interested in -acquiring. any
cubstantial amounts of long-term
Treasury -obligations so long as
home mortgages and other invest-
ments are available at better
yields., Should the Treasury none-

. The:
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theless desire to issue.a long-term
security, it would be confronted
with the choice either of making
a small offering, which would
complicate the debt structure with-
out achieving much in the way
of lengthening maturities, or of
pricing a large offering so attrac-
tively as to persuade institutional
investors to shift from corporate
and municipal securities'and mort-
gage debt into Treasury obliga-
tions, with the risk of unsettling
the bond market and perhaps the
housing market as well. Neither
alternative appears desirable un-
der present conditions,

) Conclusxons for 1955

The precedmg review of eco-‘

nomic ' conditions indicates - that

the pressures-of inventory liqui- .

dation and declining defense ex-
penditures, which acted as a drag
upon the "economy through most
‘0f 1954, have begun to dwindle.

In addition, business is being stim- .

ulated by the resumption of large-
scale automobile production, in-
creased defense: orders and the
vigorous . trend of construction:

Prospects for -the Year —The

favorable. ' As.a reasonable guess,
the gross national product, whlch
is a measure of the total outp

of goods and services, may in-
crease by about 3% or so over the
$357 billion estimated for 1854.
This would' bring output in 1953
up to, or conceivably slightly

Continued on page 22
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External Loan Bonds
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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:

Atomic Energy—Why?—Booklet describing reasons why atomic
fuel appears attractive as'a future source of energy—Public
Information- Office, Consolidated Edison. Company of New
York, 4 Irving Place, New York 3,"N. Y.

Atomic Map and Glossary—Literature—Atomic Development
Securities Company, 1033 Thirtieth Street, N. W., Washing-
ton 7, D. C.

Canadian Economy—Monthly report—Bank of Montreal, Mon-
treal, Que., Canada—New York City office, 64 Wall Street.

Canadian Letter—Fortnightly review of the Canadian Securi-
ties Market—Newling & Co., 21 West 44th Street, New York
36, N. Y.

Canadian Mining Secuntles—Llst of securities paying dividends

for more than 15 years—Draper Dobie and Company, 25 -

Adelaide Street, West, Toronto, Ont., Canada.

Chemical Fertilizer Industry—Analysis in “Monthly Stock Di-
gest”—Nomura Securities Co., Ltd., 1-lchome, Nihonbashi=
Tori, Chuo-ku, Tokyo, Japan.

Federal and State Stock Original Issue and Transfer Tax
Rates—Free Booklet—Registrar and Transfer Company, 50
Church Street, New York 7, N. Y,

.. Glass Industry—Analysis in current issue of “Perspective”—

Calvin Bullock, 1 Wall Street, New York 5, N. Y.

How to Put “Life” in Your Stock Portfolio—Ira U. Cobleigh—
Morgan & Co., 634 South Spring Street, Los Angeles 14,
Calif —$1.00 per copy.

Investment Opportunities in Japan—Circular—Yamaichi Secu~

. rities Co., Ltd., 111 Broadway, New York 7, N. Y.

Investment and Speculative Stock Groups — Tabulation — H.
Hentz & Co., 60 Beaver Street, New York 4, N. Y. Also
available is a memorandum on Union Oil Co. of California.

Japanese Business Reports — Review — Nikko Securities Co.,
Ltd., 4, 1-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan.

Neglected Blue Chips—The- New York City Bank Stocks—
Bulletin, Laird, Bissell & Meeds, 120 Broadway, New York
5, N. Y. Also available is an analysis of National Steel Cor-
poration,

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.

Positive Investment Policy for 1955-—-Study—-Dean Witter &
Co., 45 Montgomery Street, San Francisco 6, Calif.

Price Trends in Rails—Report—Francis I. du Pont & Co., 1
Wall Street, New York 5, N. Y.

Stock Transfer and Registrar. Services——BookIet——Stock Trans-
fer Department, The Chase National Bank, 11 Board Street,
New York 15, N. Y.

Telephone Statistics of the World—American Telephone and
Telegraph Company, 195 Broadway, New York 7, N. Y.

“YVideotown 1954”—Brochure surveying growth of televxsxon
and its impact on the American Public — Cunningham &
Walsh Inc.,, 260 Madison Avenue, New York 16, N, Y.

. LI T ]
American Enka—Report—Walston & Co., 120 Brpadway, New

York 5, N. Y. Also available are reports on chester Tele-
phone and Suburban Propane Gas Corp.

American Locomotive Company—Analysis—Newburger, Loeb
& Co., 15 Broad Street, New York 5, N. Y.

American Motors Corporation-—Report—Thomson & McKinnon,
11 Wall Stret, New York 5, N. Y.- Also available is a’ survey
of the outlook for 1955 of leed Income Securities.

American Telephone & Telegraph Company—Analysis—Peter
P. McDermott & Co., 44 Wall Street, New York 5, N. Y.

Baltimore & Ohio Rallroad Company—Circular (No. C-16)—
Vilas & Hickey, 49 Wall Street, New York 5, N. Y.

Chesapeake & -Ohio Railway vs. New York, Chicago & St.

Louis Railroad—Bulletin (No. 182)—Sm1th Barney -& Co,, A

14 Wall Street, New :York 5, N. Y.
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Colorado Fuel & Iron Corp. —
Cohen, 52 Wall Street, New York 5. N. Y.

Allen B. Du Mont Laboratories, Inc.. — Bulletin — De Witt
Conklin Organization, 100 Broadway, New York 5, N. Y.

Electronics Corporation of America—Analysis—Paine, Webber,
Jacksan & Curtis, 25 Broad Street, New York 4, N. Y.

Harley Patents, Inc.—Bulletin—E. E. Smith Company, 15 Wl.l-
liam Street, New York 5, N, Y.

High Veltage Engineering Corp.—Memorandum—C. E. Unter-
berg, Towbin Co., 61 Broadway, New York 6, N. Y. e

Kewanee 0il Company—Card memorandum--Aetna Securmes THK

Corporation,. 111- Broadway, New York 6, N. Y.

Massachusetis: hmeacwmr—wew-m
First Boston Corperation; 160 Broadway; New-York 5, N. Y.’

Analysis — H. E. Herrman & )

-

Pennsylvania- Raﬂuod—ﬂulletm—Bacbe& €o:;736 Wall Street 4

New York 5, N. Y,

* Philips Incandescent Lamp Works, Ltd. (N. V. Philips Gloeil-
ampenfabrieken)—Analysis—Kippen & Company, Inc., 607
St. James Street, West, Montreal, Que., Canada.

Plastic Wire & Cable Corp.—Analysis—Amott, Baker & Co.,
Inc., 150 Broadway, New York 38, N. Y.

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

Riverside Cement — Analysis — Lerner & Co., 10 Post Office
Square, Boston 9, Mass.

Royal McBee—Bulletin—J. R. Williston & Co., 115 Broadway,

New York 6, N. Y.

Ruberoid Company—Analysis—Cohu & Co., 1 Wall Street,

New York 5, N, Y.

Socony-Vacuum—Reprints of talk by B. Brewster Jennings,
President, Socony-Vacuum Oil Company, Inc., before the Se-
curity Analysts of San Francisco—Socony-Vacuum Oil Corn~

* pany, Inc., 26 Broadway, New York 4, N. Y,

Unilever, N. V.—Analysis—New York Hanseatic Corporation,
120 Broadway, New York 5, N. Y,

Church Money Raising

By ROGER W. BABSON

Mr. Babson comments on new methods of raising money for
churches, which combines the religious with the business ap-
peal. Says fundamentally business prosperity is dependent
on our spiritual growth, and contends same principle applies

to business concerns

During 1936-1938 the Moderator
of the National Council of
Congregational and Christian
Churches made a revolutionary

suggestion for
raising money.
He combined
a religious and
business
appeal. His
wordsthen
fell on barren
soil. The
leaders of the
great church
denominations
called his
suggestions
“sacrilegious.”
He had pre-
ceded them

Roger W. Babson with two
books published by the Macmillan
Company. entitled “Enduring In-
vestments” and “Religion and
Business.”

Feelings Have Changed Since

If you will turn to page seven
of “Time Magazine” for Oct. 11,
1954, you can read a most. re-
markable advertisement of ‘a
Church Money-Raising Organiza-
tion. I don’t know anyone con-
nected with this group. Hence,
this column is not to help its
business in any way. The ad-
vertisement, however, shows that
a spirtual revolution is simmering.

Every reader must know of the
universal habit of the members of
certain churches to-give one-tenth

and to wage earners.

of their income to their church.
The members of most churches,
however, are—in plain English—
stlngy They try to get by with
giving as little money as possible
to the Lord’s work. Too many will
not give until personally asked.
This requires organized campaigns
and personal calls. Then, when
solicited, they give as little as
possible and still retain their
social standing.

New Appeals for Money Raising

This attitude is changing in a
marvelous manner. It makes me
hopeful for the years ahead be-
cause, fundamentally, business
prosperity is dependent on our
spiritual growth. The modern
church canvasser no longer begs.
He now merely says: “Statistics
show that your family, your busi-
ness, and your community will
prosper in accordance with what
you and others .give. I am asking
you to subscribe to an enduring
investment. The more you invest
therein the more you will get
out.”

This new concept is not based
upon “how much the - church
needs,” but upon the fact that you
and I need to give more in order

to offset our sins and develop-

spiritual power. It links up per-

sonal prayer with a giving:cam--
paign and makes giving a!form of -

prayer, meditation, and worship.

The Catholic Church has long-
preached this; but most Protestant
Churches are just awakening. The .
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reaction is not “How much will I
give to-the deservmg, but  what
will I give in_order that I, .my-
self, may live?” The giver is
taught to understand that the
more he gives in proportion to
his income, the better off spiritu-

" ally he himself will be.

Same Principle Applies to: Your
Business and Jobs !
I, however, am interested in this
Revolution. in. Fund ‘Raising for a
far greater reason. These. “New
. Look” ‘Giving. Campaigns. are led .
by : successful- businessmen. - ‘who'

——start off with-large personal gifts,

‘more than they have ever: given
before. They give principally for
their own spiritual growth and not
‘just to help a needy cause. But
does it occur to them to apply
the- same principles to their own
business?

I believe some physicians and
other professxonal men have this
desire to give every day of the
week, Also some insurance and

other salesmen pray about their
work. But how many manufac-
turers or merchants make their
business a part of their spiritual
worship? How many church mem-
bers; holdmg jobs in factones,
have in mind the buyer who is
to use the product they are mak-
ing? I forecast that the time is
coming when both employer and

" ‘employee will pray for the con-

sumers and customers. If this ap-
peal of these modern Fund Raisers
could extend to our everyday -
jobs, think what could happen!

" .An economic revolution would

take place equal only to the great
Renaissance (1400 through 1600).
And based upon past history,
another such may soon be due.

In fact, the Church Canvasser
who calls upon us with this new
message may be blazing the way
for a new spiritual Renaissance.
According to cycle theory, his-
tory must repeat itseli—for good

things as well as for evil things.
Furthermore, there are many dif-
ferent cycles always in operation.

It is the dominant one wlf}ich wi]l
affect us. Perhaps that will begin

with a new attitude toward giv-
ing—not only to our Church and
Charities, but also to our cus-
tomers and the users of what we
help make. Only such can save
us from Cemmunism.
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Looking Ahead in Uranium

By W. B. HALL*
General Manager, Vitro Uranium Company"

“Characterizing the uranium industry as an infant that may
-grow up to be a giant, Mr. Hall points out that $100 million
'has already been invested in its exploitation. Explains compo- .
sition of the uranium atom, and the processes required to tap
its ‘energy. ‘Points out real answer to the future use of uranium
lies in the possibility of its peaceful power production, and
forecasts a growing demand for uranium, despite likelihood of
its abandonment for military purposes.

I would like to talk to: you terms of American industry. Will

gsboutT?ln itnfant ifnlt\iﬁustry—uran- he grow? And how much?
ium. The stories of Mr. Steen, Mr... ' | havebefore me a ‘so-called.
PLI:II: andtMr.}-{Cooper—of the Salt. report by a so-called “Economic
booe s fOC » Research Bureau” — one of the
m—of the’ .-many such pamphlets that we re-
swarming ceive these: days. . This one 'is
¢ crowds at entitled “Why the Uranium In-
Moab — these dustry Faces a Serious Depres-
have been told sion.” The gentleman who wrote
and rgtold. Let this picks up a few so-called facts
us, instead, and then concludes that we have
look at this toe much uranium already be-

Ke“;tll:abyd E{S cause:
egaviroilr;nenlts ' (1) A tiny amount is all we
2 ‘ need’ for peaceful energy; and

and try to

guess how he (2) The hydrogen bomb makes

will get along the atom bomb and the need for
uranium passe for war.

as he grows
up, or, for I believe that the writer. of this
that matter, pamphlet is somewhat confused.
whether he will grow up. I call To explain why, we will have to
uranium an infant industry — a take a brief look at the atom and
baby._ Regardless of the publicity, at atomic energy.
it is just that, both in age and in  Most of us know that the atom
size. Although conception may be js defined as the smallest particle
said to date back 50 years ago which cannot be divided by
to Einstein’s Ph.D. thesis at the chemical means. The atom con-
University of Zurich and his nOW gjsts of a nucleus which we may
famous equation E = MC2, a more copsider to be - like- our - sun,
logical date may be 1939, when around which are the rotating
the late Dr. Fermi and others glectrons, like our planets. The
proved this equation by splitting electrons which have  (for all
practical purposes) no. weight,

the atom’s nucleus. Gestation
was long. The birth date might ¢4y a negative electrical charge
and now and then become dis-

be set at Dec. 2, 1942, just 12
years ago today, when a group of engaged or close-locked with the
electrons of other atoms in chem-

famous scientists, led by Dr.
Fermi, celebrated the first chain- jca) combination. This gives us

reaction ‘under the Chicago Sta-
dium in an abandoned squash
court. From a domestic stand-
- point the birth date might better
be called 1948. It was then that
. the newly formed Atomic Energy
Commission embarked on its pro-
gram to encourage the explora-
tion and. mining of uranium in
the ‘continental United States.
Now, six years later, the baby
has grown, .but he is surely no
giant. A high official of the
Atomic  Energy Commission re-
cently .stated that, with the ex-
penditures for : prospecting. and
exploration added to those of pro-
duction ‘and construction, .we
now have at least a $100 million
uranium. industry. The ~duPont
Company alone had sales far ex-
ceeding that figure during every
month in- 1954. The manufac-
turers of the United States spent
$10 biltion ‘during 1954 just on
capital expansion. At the end of
fiscal 1954, the capital investment
of the government in atomic en-
ergy without - allowance for de-
preciation. amounted to $5.7 bil-
lion accumulated since the first
appropriation in 1940.  This, of
course, includ es the Savannah
H-Bomb plant, Hanford, Oak
Ridge and others. Incidentally,
the Atomic Energy Commission is
not the spreading octopus it is
sometimes believed. In March,
1954, there were only 6,258 A.E.C.
employees—rather few: when we
think in terms of today’s Federal
Bureaus. It should be noted,
however, that in line with one

of the objectives of the Atomic
Energy Act of 1946—“To promote
free enterprise” — much of the
Commission work is carried out
by private industry contractors.

Will the Industry Grow?
So we do have an infant in

*An address by Mr. Hall before the
monthly meeting of the Utah Securities
Dealers Association, Salt Lake City, Utah,
December 2, 1954.

‘William B. Hall

make up the common substances
around us; air, water, wood, and
even human beings. The elements
are numbered in accordance with
the number of practically weight~
less electrons in the atom. Hydo-
gen has one electron and is No. 1,
and is the lightest known to man.
Normal uranium has 92 electrons,
and is the heaviest natural sub-
stance.

It was originally thought that
in the nucleus of the atom
there were only protons, positive
charged particles which balanced
the negative -charged electrons,
and which gave  weight to the
atom. However, as the science
developed, the relative weights of
the different elements were found
not to vary in accordance with
the electron and proton quantity,

rying weight was postulated as
being part of the atom’s nucleus.
Thus, helium, the next lightest
element to hydrogen, has two elec-
trons and two protons (where hy-
drogen has one of each) but he-
lium weighs approximately four
times as much as hydrogen. It is
assumed that helium, therefore,
has two additional particles called
neutrons in its nucleus, along with
the two protons and the two en-
circling weightless electrons. Later
studies of the nucleus have devel-
oped the fact that additional par-
ticles are present, such as mesons,
positrons, and others. However,
we need not consider them here.

Normal uranium is 238 times as
heavy as hydrogen.” There are 92
protons in the uranium atom as
against the one in hydrogen, and
the rest of the weight is assumed
to be made up of a number of neu-
trons. There are, however, types
of uranium which exhibit all’'of
the chemical  characteristics of
normal uranium, but which do not
weigh as much as normal uranium,
These are known as . isotopes.
U-235 is an isotope of uranium.

bitized for FRASER
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It has three less neutrons in the
nucieus.

1f we could split this nucleus
(a phenomenon known as fission)
a strange thing happens, Some

of these neutrons (which have

-weight) take off into space.- We

find that uranium, when split, will
form other lighter elements, but

that these elements will have less
neutrons than the original ura-
nium atom, and therefore, the
weight of the parts does not equal
the weight of the whole. The

weight loss has been converted to

energy in accordance with the

Einstein equation, E = MC2,
Uranium is radioactive—that is,

(2461) 9

particles are being constahtly
emitted from its nucleus. Its half
life is 4% billion years, however,
and we needn’t worry about the
disappearance of our Utah de-
posits. b
U-235, the isotope, is-naturally
fissionable, and it is the only

Continued on page 115
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Our Foreign Economic Policy

By CLARENCE

B. RANDALL*

Chairman, Inland Steel Company k "
Chairman, President’s Commission on Foreign Economic Policy

Author of the well known “Randall Report” on foreign eco-
nomic policy, after describing the composition and work of
the Commission he headed, points out world economy is
strangely distorted, and the Marshall Plan was an abnormal
approach to sound international economic relationships. Says
problem now is to bring about an increase in world trade, and
gives his interpretation of President Eisenhower’s foreign
trade program. Advocates using mechanism of the Investment
Trust in aiding flow of-outward capital. Stresses a gradual
and selective reduction of tariffs as an evolutionary and not a
revolutionary approach to world trade problems.

I am going to talk about the
foreign economic policy of the
United States and the President’s
Yrogram in.that field. I am going
to give one
man’s opinion,
for what:it
might be
worth. I shall
try to refrain
from exhort-
ing anyone to
agree with me.

But I shall
try in the tra-
dition of vig-
orous debate
that prevails
in this virile
institution to
let you have it
right between Clarence B. Randall
the eyes. Let it be understood,
though, that I am giving niy inter-
pretation of the President’s pro-
gram in this speech, not his. Our
distinguished and beloved Presi-
dent is able to speak for himself.
So, this is my interpretation.

For 16 months, I have been im-
mersed in this subject and what-
ever ideas I may have had at the
beginning, I cannot recall. Those
that I have tonight are distilled
from that experience. I could only
wish that my stalwart friends La-
mar Fleming and Cola Parker and
Jesse Tapp were here with me
tonight, ' They have such a host
of friends in this audience from
the South and the West and Mid-
dle West, Together we struggled
with the problems of the Commis-
sion on Foreign Economical Policy
and those two great -citizens,
Fleming and Parker are tonight
in Geneva, representing their
country in negotiations having to
do with the general agreement on
trade and tariffs (GATT). And
whatever you may think of the
report of the Commission on For-
eign Economical Policy—and don’t
tell me now — I offer you that
thought.

We were 17 men appointed by
the President, 10 from Congress
and seven from the public, and we
representing the public had scarce-
ly seen each other before.

. We seven from the public came
from, both parties and we came
from every part of the country,
and we came from management
and labor. In the course of four

‘months, we met 26 full days which

is conscidered “par” for the course
for government commissions. -+ *

We went to Europe, we- heard
65 people for periods of 45 min-
utes each, people who had borne
great responsibility in this field.
We received documents from 650
industrial and trade associations.
At the end of our deliberations,
we arrived at a program by a
vote of 14 to 3, which I submit is
a greater deal of unanimity than
can be found in this audience on
any subject I might suggest, not
excluding the 10 Commandments;

The seven members appointed
from the public—including David
MacDonald and Clarence Randall,
from labor and management, who
had sat on opposite sides of the

*Stenographic transcript of an .address
by Mr. Randall before the 59th Annual
Congress of American Industry, spon-
sored by the National Association of
ll;as:ufncturers, New York City, Dec. 3,
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collective bargaining table — we
seven arrived "at”an unanimous
conclusion, I offer you that fact
as evidence that which I shall pre-
sent to you tonight, was not ar-
rived at hastily, thoughtlessly or
with bias.

I have always been impressed
with that sentence which the
President coined, which says, “The
United States today bears an awe-
some responsibility in the world.

"Our actions, our words -echo back

to us from every corner of the
world., We did not seek that des-
tiny. It was thrust upon us; and
there is no man living, no wise

* man, to turn back those pages of

history and cause to pass from_us
that cup of responsibility which
has come to us.”

There is involved, I believe, in
this subject which I shall present,
a two-fold interest of our country;
first, that of military security
which requires that we have asso-
ciated with us in the battle for

' freedom — nations -that are eco-

nomicaly sound as well as friendly,
and secondly, that our own do-
mesti¢ economy requires the world
for its market if we are to-go on
having the steadily rising standard

of living ‘and increased volume of -

production.

A Distorted World Economy

The economy of the world is
strangely distorted. At the ciose
of the war much of the world as
we have known it was prostrated.
After two wars.the capital equip-
ment of many nations has been
destroyed. They had lost their
leadership and {finest workmen.
They have lost their liquid re-
sources from having had to throw
everything into the battle for sur-
vival, and they were an easy prey
Under .those
circumstances the Marshall Plan
came into being, and I say that
the Marshall Plan would have
come into being no matter what
political party had-been in power
nor what President. in the White
House.

I'have never believed it was a

partisan issue, L

The world was on fire and some-
thing had .to be done about it. . I
‘happen to believe. that the Mar-
shall Plan saved for our side great
countries like Austria, and stopped
Communism in its tracks.

There were, of course, faults of
administration. We ought to know;
many of .us from NAM were in it,
and many of the faults were ours.

They were faults of adminis-
tration because this gigantic effort
was something such as the world
-had never-known, -

‘We had no reserve of -able and
trained men to take over that kind
of task. Things were badly done
and those for whom we did them
were not always grateful. .

We were not there to seek grat-
itude—we were there .to. achieve
the security and welfare of our
own nation.

The Marshall Plan was an ab-
normal approach to the develop-

_ment of sound economic relation-

ship: in the world. It had many
faults. In the first place it ex-
tended its aid to government and
that caused many nations to ad-
vance down the road of central

The Commercial and Financial Cl:ronicle .. ; Thursday, December 16, 1954 =

planning and socialism because we

- made large sums of money avail-

able to governments to distribute
as they saw fit. There was no
other way, but it did not advance
those principles in which we of
the NAM believed, and those prin-
ciples as I'learned them here.

The principles which I believe
are the basic three that count for
the vitality of the American econ-
omy are: first, individual initiative
and reliance on private resources;
second, strong, vigorous competi-
tion; and third, the free market.

And it seems to me that at the
present time that the issue facing
our ccuntry is how to cause to be
released in the world those three
vital forces.

Since the Marshall Plan was not
well conceived for those purposes,
being solely.an emergency mea-
sure, I take it that the American
people have decided that large
grants of economic  aid should
terminate.

But terminating them means
that something still must; be done
to restore the world economy and
take it from its.present ‘distorted
condition. - The entire world must
buy American products: but the
others have nothing with;which to
balance their trade budget. Trade
must be two way. i

We have been pouring values
out of this nation since the end of
the war, and for those values we
have received no payment. Either
the world must be permitted to
earn its way, or we must cut back
that outward flow of (products
from the United States, jand thus
restrict our own-economy.

The Problem: Increase in World
Trade

The problem therefore is how to
bring about an increase‘in world
trade and offer hope of a steadily
rising volume of production in the
world, . '

The President’s program, an-
nounced last March 30, was his
answer. .

T say with entire confidence that
that program will be resumed in
the coming year, and will consti-
tute - the first -order: of business
before the new American Con-

‘gress.

I ask you to consider 'it as a
package of which all parts must
be held together in an|entity if
progress, is .to be made' toward
sound world trade conditions.

Obviously the first force to be
considered is what may be done
to cause a strong outward flow of
American private investment cap-
ital into the under-developed parts
of the world.

That would help greatly to
create markets for Americans and
provide the means with which the
goods could be paid for.

That outward flow of invest-
ment capital must be forigain un-
der * the incenlive system, Pri-
vate American capital must do it
becsuse we want to and it must
be because we will make more
money than by investment in the
United States.

.There are road blocks to that
outward flow. - There jare road
blocks in the other countries. We
must use our best efforts to bring

it to pass, by persuasion, that

other countries will create an en-
vironment for our capital that will
attract it. )

Just a year ago my wife and I
-had the privilege of flying to Tur-
key where I studied these ques-

tions for our. government. What"

are the reasons for our not being
able to do this? There are many,
and many I haven’t thought of. 1
will name one to show a curious
example.. No.Turk.has ever told
anybody what his assets .are

. worth. Not even his wife knows.

If he is told he must pool his sav-
ings with a few other people, in
something-called a “company” and
then tell the country what the
assets are of -that-company, he is
taken aback. We think nothing
of doing this and we have certi-

Continued on page 97

Toward an Acceptable
-Contracyclical Policy

By H. P. B.

JENKINS

College of Business Administration
University of Arkansas

In reappraising the present policy of combating business
cycles, Professor Jenkins discusses the strategy of the three

major premises of Dr. Burns,

Chairman of the President’s

Council of Economic Advisers, as published in the “Chronicle”
-of Oct. 21, 1954. Sees a dilemma in the current fashion in
contracyclical policy, because it necessitates a'chcice between
“stability” and “genuine prosperity.” Asserts if we ' always
chose the “stability” horn:of the dilemma, we may be running
the grave risk of killing free and competitive enterprise even
- before we overcame the- business cycle. ‘Concludes policy
should be one in which business stability and economic effi-
ciency should be mutually reinforcing and not counteracting.

If, as I suspect, we are not all
completely satisfied with the cur-
rent fashion in governmental
operations against the forces of
cyclical busi- ,
ness fluctua-
tions, then the
two years be-
fore the next
general elec-
tions may be a
good time to
make a reap-
praisal of our
whole contra-
cyclical pol-
icy. As a con-
tribution to a
realistic dis-
cussion on t*is
subject, I offer
the following
remarks, which are organized n-
acr taree key questions: (1) What
is the real nature of the currently
fashionable kind of governmenta.
operaticns against the -business
cycle? (2) What general principles
constitute the appropriate criteria
for use in appraising our present
contracyclical policy? (3) Does the
current fashion in governmenta’
action against the business cyclc
constitute a cure that is worse
than the disease?

I
Contracyclical War

Tte first step in trying to learn
t“e real nature of any unfamiliar
phenomenon is to put it into its
correct classification. For exam-
ple, suppose the proverbial man
from Mars were to investigate the
cut”oor activity which attracts
multitudes of cheering and booing
spectators to our university towns
on Saturday afternoons in the fall
of the year. He would be gettii»
close. to the truth when he had
classified that activity as a “gams=’
When he had extended his in-
vestigation far enough to identify
the species as “football,” he wo 1d
be on the road to complete knowl-
edge of the phenomenon. For he
could then. study. the. published
literature on the genus “game”
and' the species “football,” and
thus learn all he wanted to know
about that particular subject.
Similarly, if anyone wants to un-
derstand the real nature of the
currently fashionable kind of gov-
ernmental operations against the
forces of cyclical boom and bust,
the first step is to put those oner-
ations into the correct classifica-
tion. |

The: currently fashion~ble gov-
ernmental operations against -the
business cycle are .certairly not a
kind cf game nor do they consti-
tute a kind of business co~peti-
tion. They cannot be class'fied as
engineering operations against
hostile forces of nature, sinc2 the
cyclical forces of boom ani bust
are directed by unpredict>ble de-
cisions of human beings. They do
not constitute government inter-

H. P. B. Jenkins

-ventionism of the ordinary- “rob

Peter to pay Paul” kind, since
they do not consistently discrimi--
nate in favor of any particular
groups of the  population.- And.

they are expected to extend far
beyord the limits of the conven-
tional regulating, .pclicing, and
umpiring functions of a national
government,

In short, these currently fash-
ionable operations belong to the
genus “war.” Our national gov-
ernment is_expected to wage a
war of extermination or, at least,
of “containment” against the cy-
clical forces of boom and bust,
with the latter designated as the
most dangerqous enemy. ‘Not an
ordinary military war, to be sure;

~yet it is a fateful kind of conflict

which resembles war more than
any other- category of organized
social action. It is a ‘spccies of
economic warfare against an un-
predictable' enemy. Using a con-
venient blanket word for the
name of the species, let us call it
a “contracyclical war.,” Starting
with his - classification, a student
of the strategy of “contracyclical
warfare” can draw upon the store
of knowledge in the publis-ed lit-
erature on both military and eco-
nomic theory.

Although most recommendations
on the strategy of contracyclical
war go no further than plans for
static defense against disequili-
brating changes in aggregate de-
mand, readers of The Commercial
and Financial Chronicle were re-
cently given a chance to examine
excerpts from a comprehensive
plan of grand strategy for the

.conduct of this species of warfare.

When Dr. Arthur F. Burns, Chair-
man of the Council of Economic
Advisers, ventured “to say some-
thing . . . about the major prem-
ises on which the basic economic
policy of our government has re-
cently procee’ed,” he revealed
enough - identifiable fragments to
permit any student of -military
theory to fill in the remainder of
the government’s ‘grand  strategy
in its conflict with the -business
cycle.l Let us take a close look
at the grand strategy -which can
be reconstructed around Dr.
Burns’ three major premises:

The First Premise

“The first premise of our gov-
ernmental policy, as I see it, is
that we are living 'in an age of
revolution. - Violent political cur-
rents are stirring the wo~1d. Since
our system of free and competi-
tive . enterprise is on trial, the
government cannot stand aloof
irom the private economy but
must be ready to -take vigorous
steos to- helo maintain a stable
prosperity.” (50) ’

This first premise defines the
role now assigned to the Federal
Government. in this species of
warfare. That role is clearly one

of big brother or champion of
“our-system of free and competi-
tive enterprise,” which, brought
to bay admidst “violent political

Continued on page 102

1 “Government’s Role in Easing Busi- '
ness -Fluctuations,” ‘The -Co~mercial and
Financial Chronicle, Thursday, Oct. 21,
1954, 1:49-50. All direct quotations from
Dr. Burns’ speech are taken from these
pages of the Chronicle.
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“Social Welfare Plans—
" Time to Take Soundings'’

By LOUIS W. DAWSON*

Presulent Tke Mutual Life Insurance Company ef New York

President, Life Insurance Association of America

Life insurance executive contends the growth and increasing

icost of welfare plans will create serious economic problems
. that require careful revizw and analysis if we are to avoid an
adverse effect on the nation’s economy. He points out that:
(1) Social Security, as now. being operated, postpones much
»;of the-cost, thereby placing a heavy burden on future genera-
tions; (2) the plan already hasliabilities of $250 billion;
e (3) Secial Security taxes imposed on employers: and employ-
..ees may-later.rise to- 119 of payroll, and. (4):reserves set up
for Soclal Secnnty do - not ‘earn - interest’ from produchve i
: enterpmes.

One of the most valuable pre-
-rogatives. of - the. Presidential of+
-fice is: that:we who hold it may
-stand up here once durmg our

term and say
what mav -he

““uppermost in .

:our.--minds.
-Fortunately,
_thjs is not. a
.period of.
‘alarms, and .
-excursions, so ..
what I say: -
will be  mod-

-.erate .and.

. .temperate, .I.
.hope. R
cvwelim. 0 noe .
“thing,. how- "
ever, I-will

not be moder-
ate; ‘and that is my. high regard
for the staff. of the Association
iwith whom I‘ have worked so
closely in the past year. My asso-
‘ciation with them is nothing new,
ssince I have had. long acquamt-
‘ance with them and have worked
- with them on many problems. But
I welcome this opportunity to pay
tribute to their capacity, industry
and loyalty to the business, which
to my mind constitute assets be-
~yond, price, We are indeed for-
“tunate to have built such an As-
sociation, headed by men of out-
standing ability and real stature.

But they cannot do the job
alone. You all know of the many
committee assignments made each
year to officials of member com-
panies. Speaking for the year in
which I have presided, I can say
that the response to those assign-
ments has been ready and willing;
and that there has been splendid
cooperation all along the line.
This is particularly important in
the light of the nature of our
legislative work — which is not
that of lobbying in its popular and
derogatory sense, but of skillful
and thorough analysis of legisla-
tive proposals, and open presenta-
tion of our views to governmental
officials and representatives. So
long as we maintain the high
quality of our staff, the full work-
ing cooperation of -our company
officials, and the integrity of our
presentations, we shall conduct a
successful operation of whxch we

can all be proud.

I also want to pay tribute to our
sister -organization, the American
Life Convention, with which we
work so well in our cooperative
.endeavors, and to its new Execu-
tive Vice-President ‘and General
Counsel, Claris Adams. No more
happy choice of a new Washing-
ton . “representative  .could have
been made. Despite what many
ragard as a serious need for wise
integration and. less duplication,
our relationships with all our re-
lated organizations have been ex-
cellent.

Before leaving this subject, I
would like also to speak of our
very fine relations with our Ca-
nadian brothers, which are evi-
dent in their membership in this

- *An address. by Mr. Dawsnn at the
48th Annual Meeting of the Life Insur-
ance Association of America, New York
City, Dec. 8, 1954,

- Leuis W. Dawson

H
gitized for FRASER

p: //fraser stlouisfed.org/
(SAN S AVS 2 2wt g e ) N AN

organization and
tributions to its work, -as' well -as
11 our tme cooperation-with-the
Canadian Life Officers “Associa-

tion.

Qur business has ‘done remark-

. ablywell this year in all its'major
".areas..
. the-.dollar.. has.-

Mortality. has been- good,
maintained: -its
value, - interest ‘rates have been

“reasonably stabl€, and._the pubhc-
‘has bought our products in ‘in=
"‘creasing’ amounts. Life insurance .-
_ sales have increased 3% over 1953 -
‘and .176% in the last.10 - years.
5 Nmther of ‘these “figures gives ef-
-fect to the $7 billion of life insur-
-~ ance written by private companies
.'on government employees-in 1954. . - ;
‘ Such growth : testifies” to- the -

high' regard the’ public ‘has- for
institution ot =~ private ' life’

our
insurance.. . With' such” a record,
we could hardly be regarded as

overly concerned  with~ govern- -

mental competition. From. the
standpoint’ of our own self-in-
terest, we are doing very “well.
But as. citizens, our concerns can
scarcely rest there, We must ex-
press ourselves on the larger
role the government is assuming
in providing securlty for all our
citizens. :

The year 1954 has been marked
by the renewal of strong pres-
sures for the expansion of social
welfare. plans, Individually, any
of these proposals may be both
desirable and feasible.. But to-
gether—and when added to the
plans we already have—they may
be more than the country can
afford, either now .or in the fu-
ture. I think the time has come
for a careful review and analysis
of our existing and proposed
plans, to see where we stand
now; what costs we are incur-
ring now and in the future;
whether we are unwittingly tak-
ing on commitments that a future
generation may be unwilling or
unable to pay; and how. such
plans may affect other elements
in the nation’s economy. If there
is sufficient public discussion of
these subjects and a clear public
understanding of the problems,
issues and costs involved, I am
confident that the American peo-
ple will pursue a wise future
course. .

The desire for security is
strong, persistent and universal,
No one- can quarrel with such
an aspiration. It springs from a
deep-seated human instinct,.
Therefore, the . individual. who
questions the desirability of. so-
cial. welfare plans is in danger
of -sounding churlish and anti-

humanitarian. But I.don’t.think: .

we, in the life insurance  busi-
ness, can fairly -be accused of a
lack of interest in .our fellow-
man, because as individuals we
have chosen to enter a business
which helps people achieve se-
curity and financial independ-
ence for ‘themselves and their
families. We. have done more
than perhaps any group to make

the age-old dream of true secu-

rity a practiecal reality for mil-
lions of families,

But, by the same token, our

) Iong experience in this fxeld

in their con- =

.. The Commercial and Financial Chronicle -

makes us more aware than others
may be, of the need for prac-

tical limits on such programs —-

whether they are personal pro-
grams, or public programs. We
know ' that "welfare plans, unless
kept within practical limits, can

' become a Frankenstein that may

destroy us. History is replete
with examples of governments

. that have seriously retarded their

economic progress, or suffered
serious inflation, trying to make
good on' promises that were
never economically justified. No

-crueler trick can be played “on
any people than to hold out false

hopes of securlty that can never

1 feel

‘be attained.

‘For -all. these reasons,

that we ‘in the hfe insurance h

business have a public duty to
express our views on these ques-
tions — whatever our views may
be. It seems to me- that the ques-
tions .involved are beyond parti-
san politics. They -are primarily
questions of economics, basic
philosophy and how admlttedly
desirable objectives can best be
oblained. The views and propos-
als T intend to express today are
not advanced as those of this
Association, or of ;tae’ life  irsur—
ance business as a whole. They
are my own personal views,
which spring from a lifetime of
experience in helping to provide
protectmn and security for Amer-
ican families.

(2463) 11°

In approaching the  problem
of welfare plans, we must put
from our minds the idea that
government, private business,
unions or anyone else can give
us security., Security is some-~
thing ' that must” be earned and
paid for—whether it involves an

individual or a nation. Once that

principle is recognized, it then
becomes evident that the benefits
of any .security program must
bear some sensible relationship
to what a country is willing ta
pay and can afford when the true
costs mature.

The young people of the nation.‘
should be particularly concerned

Continued on page 116
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BEAR, STEARNS & CO.
* HALLGARTEN & CO.
BACHE & CO.

WM. E.POLLOCK & CO.,

December 15, 1954,

This announcement is not an offer: ta sell or.a salicitation qf an offer fo bu} these. securities,

The vﬂmng is made gnly by the Prospectus.

$30,000,000
New England -

Telephone and Telegraph Company

Thirty-Four Year 3%% Debentures

Dated December 15, 1954

Price ‘102.22%; and accrued interest

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

HALSEY, STUART & CO. Inc.
COFFIN & BURR
INCORPORATED

SHIELDS & COMPANY
BALL, BURGE & 'KRAUS

AUCHINCLOSS, PARKER & REDPATH R.L.DAY & CO. THE MILWAUKEE COMPANY
INC. SINGER, DEANE & SCRIBNER STERN BROTHERS & CO.

Due December 15, 1988

DICK & MERLE-SMITH
WERTHEIM & CO.
HIRSCH & CO.

Maturity Yield
1956
1957
1958
1959
1960

2.00
2.20
2.40
2.60

INCORPORATED
December 10, 1954

1.65%

$4,575,000

Missouri Pacific Railroad
Equipment Trust, Series YY

27%% Serial Equipment Trust Certificates

(Philadelphia Plan)

To mature $305,000 annually January 1, 1956 to 1970; inclusive

To be guaranteed unconditionally as to payment of par value and dividends by endorsement by the
Trustee of the property of Missouri Pacific Railroad Company, as Trustee but not individually,

Yield
2.75%
2.85
2.90
2,925
2.95

Maturity
1961
1962
1963
1964
1965

Issuance and sale of the Certificates are subject to authorization by the Interstate Commerce Commission.
The Offering Circular may be obtained.in any state in which this announcement is circulated from only
such of the undersigned and other dealers as may lawfully offer these securities in such stafe.

HALSEY, STUART & CO. INC.
R. W. PRESSPRICH & CO.
GREGORY & SON

]
Matusity
1966
1967
1968
1969
1970

FREEMAN & COMPANY
McMASTER HUTCHINSON & CO.

Yield
2.975%
3,00
3.00
3.00
3.00
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From 'Washingti)n'

Ahead

of the Newsf

L———————- By CARLISLE BARGERON

'Mr. Eisenhower, it is disclosed,
prepares to ask the next Congress
for the retention of the present
excise and 52% corporation taxes,
liberalization
of the Taft-
Hartley Act,
extension of
the ‘‘freer”’
trade policy
for at least 3
years, and an
aid to Asia
program,

The first
two, retention
of the excise
and corpora-
tion taxes at
present levels,
he isnot likely .
to get, partic-
ulariy the retention of the excise
taxes. They both require positive,
affirmative legislation, to prevent
the Korean excise tax increases
being wiped out as of April 1,
and the corporation 52% income
tax from being reduced to 47%.

The Democrats who make a
great to-do about being for the
workingman as against the boss
might possibly go along with the
proposition to extend the 52% cor-
poration tax, They aren’t likely to

Carlisle Bargeron

do so in the case of extending the -

excise or nuisance taxes.

The whole matter of taxes is
likely to present an embarrassing
political picture to Congress, Re-
publicans and Democrats, alike, in
the context of the proposition of
aid to Asia. Just what this is to
be remains to be seen. It is an
idea of Foreign Aid Chief Stassen
and Secretary of State Dulles of
what should be done in behalf of
that much abused term, “the Free
World” in Asia. Apparently it is
anathema to Secretary of the
Treasury Humphrey who came
into office with the avowed pur-
pose of balancing the budget, who
has had to postpone  his accom=
plishment and wlo has announced
that he won’t achieve it in the fis-
cal year of 1956. Presumably Sec-
retary of Defense Wilson is with
him, though not vocally.

. It was Wilson who as head of
General Motors about three years
ago, and at a time when he had
no expectation of being in the
Cabinet, made a not thoroughly-
enough publicized speech in which
he said that other countries had
exploited the colonials to enrich
themselves but we were the only
country in the world ever to ex-
ploit its own nationals for the
benefit of the colonials. Generally

speaking he has sought to tend to .

his own knitting since coming.to
Washington but undoubtedly he is
giving Humphrey some behind the
scenes support.

Whether Humphrey is opposing
the demise of the Korean War ex-
cise taxes and the reduction of the
corporation ‘income tax only in
anticipation of aid to Asia, I do
not know. The spectacle of con-
tinuing these levies on the Ameri-
can people in order to support this

aid to Asia will be bounced around
in Congress, you can rest assured,
and the matter of continuing these
taxes will also be bounced around,
Asian aid or no, on the Treasury

, Secretary’s ambition to balance

the budget. Inasmuch as Congress
has to pass affirmative legislation

‘ for the continuation, I doubt seri-

ously that either the excise taxes
or the 529% corporation taxes will
be renewed, certainly not the

j former.

The Democrats used to make
the cautious Andrew Mellon re-
duce taxes more than he wanted
to, or seemingly wanted to, and
in every instance it resulted in a
spur to business. The repeal of
the excess profits tax at the hands
of the last Congress has done that.

It is significant in the matter of
aid to Asia that the President has
called back Banker Dodge to co-
ordinate and head up the mani-
fold foreign aid activities on the
part of this government, He is to
be over Foreign Aid director Stas-
sen, who is the prime mover in
the aid for Asia program. Dodge
is not a spendthrift. It could be
that the President has called him

. ‘ e
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back to squelch or greatly reduce
the program which Stassen has in
mind.

Now, on the President’s ambi-
tion to extend the “freer” trade
program to three years—it was
extended in the last Congress for
one year—he may get that. He will
have stubborn opposition from
members of his own party but he
will get a heavy support from the
Democrats, However, the situa-
tion hasn’t materially changed
from the last session when he had
to accept a one-year extension.

On his ambition to liberalize the
Taft-Hartley Act I think he has
less chance than he had at the
last session when he got nowhere.

Recent-developments have made
me seriously doubtful as to
whether Adlai Stevenson has the
Democratic Presidential nomina-
tion in 1956 so clinched as he is
supposed to have. Several weeks
ago a commentator friendly to
him, described him as the “Liber-
ace of American politics.” The fa-
mous Gridiron Club over the last
week-end caricatured him in that
light and some 400 of the country’s
leading industrialists and business
men who saw the skit came away
with the impression that it made
Adlai look ridiculous and that the
caricature of him was so fitting,
that it will grow like wild-fire
between now and ’56, just as Alice

Longworth’s crack about Tom

Dewey in 44, that he looked like
the man on the wedding cake,
effectively ridiculed him at that
time. .

Poinis in Planning 1955
Investment Program

By EDWIN J. SCHLESINGER
Investment Counsel, New York City

The following points are sub-
mitted in connection with plan-
ning the 1955 investment pro-
gram: ;

(1.) The

course of the
country’s
economy is
affected by
the  policies
emanating
from Wash-
ington.
(2) Artifi-
cial price
supports can
prove to be a
wolf in sheep’s
clothing. .. .

(3) The
economy is
never really sound unless accom-
panied by a balanced budget and
a gradual reduction of the na-
tional debt.

(4) Inflation is still a big factor
in the over-all picture.

(5) The country’s business
should - increase over. the. years
without the need for endless
;‘shots in the arm” form Washing-
on. o

(6) As backward parts of the
world become developed, Ameri-
can business will be greatly bene-
fited. : * g

(7) Low interest rates and easy
credit can lay the foundation for
a reactionary trend.

(8) The growth of the popula-

Edwin J. Schlesinger..
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tion serves as a balance wheel for
the country’s economy.

(9) The St. Lawrence Seaway
should favorably affect the growth
of the nation’s business.

(10) Unit volume in 1955 is
likely to be greater than during
1954.

(11) Dividends in 1955 should
be only slightly less than in 1954.

(12) Important to continuously
search for stocks of companies
with real growth possibilities but
their purchase can involve some
definite risks.

(13) The policy of selling a
stock as soon as it shows a loss
can undermine an entire portfolio.

(14) Taking profits is frequently
undesirable as it can result in
losing a good position.

(15) There are fashions in
stocks, and fashions have a way
of going out of style with result-
ant loss to the purchaser.

(16) Seasoned investors like the
British, Dutch, and Swiss, buy
stocks of sound companies when
prices are down.

(17) Spacing purchases with the
heaviest buying during poor mar-

- kets is a sound investment policy.

(18) A forward-looking invest-
ment policy calls for taking some
calculated risks and the exercise
of patience.

(19) The proper proportion of
cash, bonds, preferred and com-
mon stocks. changes constantly.

(20) Municipal bonds, even
though tax exempt, are not suit-
able for all investors.

(21) Investors’ emotions have a
decided influence on' the price
trend of stocks. The very stocks
that are shunned when they are
low are often eagerly bought
when they are high.

(22) Imagination and resource-
fulness are required to keep a
portfolio -healthy and growing.
The past action of stocks is im-
portant, but eyes should be di-

-rected on the road ahead.

(23) The long-term futvre of
the United States appears brighter
than ever,

In Praise of a Flexible
Monetary Polic

By FRAZAR B. WILDE*
President, Connecticut General Life Insurance Co.

-

A

Chairman, Research and Policy Committee,
Commttee for Economic Development

Insurance executive lists reasons for the unpopularity of a. ..
central bank which recognizes its responsibility to contribute !
to economic stability and growth by following a flexible mone-
tary policy. Cites unpopularity of credit restraint in years
1950-1951, and lists as reasons for maintaining a flexible -
monetary policy: (1) it can have proper timing; (2) it is -
more general and impersonal than direct controls, and 3
recent experience has shown its benefits. Says first six months

of 1953 provide a spectacular illustration of combining tech-
niques of debt management with the operations of oar central

banking system.

A central bank which recognizes
its responsibility to contribute to
economic stability and growth,
and carries out its duty by follow-
ing a flexible
monetary pol-
icy, is bound
to be unpoplu-
lar. Many of
the reasons for
this are unre-
lated to the
merits of a
flexible policy
as such. This
is the climate
in which any
inquiry into
central bank-
ing operations
is inevitably
conducted. If
any useful results are to come out
of such an inquiry, we must at
the outset take this climate into
consideration.

The principal reasons for this
unpopularity are obvious, and yet
are constantly forgotten by the
critics. The most important of
these arise out of the occasional
need for restraining action on the
part of a central bank.

Even those who accept a flex-

ible monetary policy in princip'e
frequently object in practice, when
restraint is the order of the day.
Since people do not like to be
restrained, and 'since they seldom
agree on the correct' timing and
on the extent of credit restriction,
even though they accept the idea
in theory, we find our monetary
authorities generally in hot water.
The  sound direction of a flexible
monetary policy is always handi-
capped and troubled by basic hu-
man emotional characteristics.
" The second reason arising out
of the occasional need for restraint
is that some ‘do not believe in the
use of a restraining monetary pol-
icy at any time. They question
the effectiveness and the appro-
priateness of combatting inflation-
ary pressures by the use of gen-
eral monetary and credit restraints
and’ prefer - other - instruments.
They feel that relatively low in-
terest rates are appropriate under
all conditions. ' )

A third reason for the underly-
ing -unpopularity of a e¢entral
bank is that a large part of the
public finds monetary ‘matters dif-
ficult to understand and is either
indifferent to or confused about
them. At any.rate, it is easily
swayed by the . propagandist,
whether he is the businessman or
the politician.

A fourth reason is an historical

Frazar D. vynde

tendency on the part of many -

groups in this country to distrust
and to criticize banks and bank-
ing. By tradition, bankers are a
convenient scapegoat.

For all of these reasons it is dif-
ficult to make a rational evalua-
tion of central banking operations.
We should remember too that it is
even more difficult, in such an
atmosphere, for a central bank to

© *A statement by Mr. Wilde submitted

to the Subcommittee on Economic Sta-
bilization, Joint Congressional Commit-
tee on the Econumic Report, Washing-
ton, D. C,, Dec. 6, 1945.

carry out successfully a flexible
monetary policy. Unfair and ex~
cessive criticism is never condu-
cive to good administration.

As a result, the central bank’s
imposition of restraint is in prac-
tice almost universally criticized

-and its-expansion of the money

supply, while more generally ac-

cepted, is often condemned as'too

little and too late. The unfortu-
nate thing is that a good deal of
such criticism comes from persons
who believe implicitly in the
theoretical virtues of a flexible
monetary policy. Too often,the
practical ‘result of these conflicts
i« an excessive reliance on ‘easy
money. : it
I . ,' ‘.l
The Unpopu'arity of Restraint:
1950-1951

A striking illustration of this
principle—in terms of debt man~
agement as well as of central
banking practices — appeared in
the fall of 1950 and-. the early
spring of 1951. By that time there
was increasing criticism of the
Treasury and Federal - Reserve,
who were collaborating at the in-
sistence of the Administration in
majntaining pegged prices for gov-
ernment bonds. While there was
good reason to believe -that the
Federal Reserve, recognizing in-
flationary dangers, had wished to
discontinue the practice at an ear-
lier date, no important action had
been taken up to the end of 1950.
The majority of those who under-
stood the crippling effect upon the
Federal Reserve of maintaining
a pegged government securities
market were in agreement that
this practice should be discontin-
ued. The Federal Reserve. has a
major role in contributing to the
maintenance of a sound and grow-
ing economy, and fixed prices for
government bonds, which might
have been justified- during war
time, were wholly unwarranted
five years after the war.

Those who believed that fixed
prices should be maintained in-
cluded several groups. There were
those partisans who felt that to
change this policy was a direct
criticism of the Administration.
There were others who felt that
low interest rates per se were de-
sirable regardless of the actual
and potential danger of inflation
they created. Few, if.any, who
understood the true function of
central banking and the need for
freedom in operations, and -cer-
tainly none who had respect for
sound money, wanted the support
program continued. e
At long last, in March of 1951,
an accord was reached permitting
flexibility in government bond
prices. This involves some re-
{ireat in prices. Immediately there
was a hue and cry. and it didn’t
all come from politicians. - 4
- The purchaser of a marketable
bond, whether an individual or an
institution, must be willing to ac-
cept the fact that in a free, capi-
talistic economy security prices
are certain to fluctuate. When
there has been a heavy demand
for investment funds or bank
loans relative to supply, interest
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rates are bound .to. increase .and

bond prices must reflect this situ~

ation, other things being equal, by
gomg lower. -

- Many buyers of government se-
curities. had forgotten that this
fluctuation. is normal. They had
beeén spoiled by the abnormal war-
time condition of pegged prices
“which had existed for a long time.
They grew to think that par-and,
in-many cases, a ‘premium- over
par was the natural price for their
securities. This attitude is diffi-
cult te understand—if fact, quite
incomprehensible — as to institu-
tions whose buyers eertainly
know, or should knew, the his-
tory’ of .the market place. It is
easier to understand in the case
of individuals with little experi-
ence in bond buying; but these, for
the most part, were not the per-
sons involved. The' unsophisti-
cated investor ‘usually held E-
bonds or some other non-market-
able security which did not fluc-
tuate in price.

- Many seasoned investors were
most vociferous, particularly after
the end of the war, in contending
-in . a  free economy fixed
prices and price. supports should
be .abandoned everywhere.  Then

~when the fixed. price for bonds

was _withdrawn, some of : these
same people expressed dismay and
unhappiness that it should happen
to them and their institutions.
The fact is that many people
who should have supported a flex-
ible monetary policy, even ‘if it

. affected their  own institutions,

failed to do so. This episode is
an excellent example of the way
in which hmuan nature tends to
resist, even against the arguments
of reason, any restraining pressure
on the economy.

/

PR | |
The Case for. a Flexible
Monetary Policy

In my opinion the nation should

view a flexible monetary “policy-

as a principal instrument for con-
tributing to our objectives of eco-
nomic growth and high levels of
employment without inflation,

This does not mean that we
should place sole reliance upon
monetary policy. Any given sit-
_uwation will require a complex of
measures. But a flexible mone-
tary policy is an important and
especially valuable instrument 'in
our kit of tools for-at least three
reasons.

First, its timing is more flexi-
ble. This is especially true as
compared . with budget policy. 1
would certainly agree that budget
policy should be an important part
of any program for the prevention
of inflation. But there are political
‘and economic obstacles to exces-
sive reliance upon budget sur-
pluses as a- means of restraining
jnflation. "Monetary policy is the
most sensitive and flexible instru-
ment and I do not believe that an
adequate anti-inflation program is
possible without it.

- Second, as compared with direct
controls; - or: ‘with selective mea-
sures,.. monetary policy “has the
:merit of being a general, ever-all,
impersonal instrument. As a mat-
ter of fact. direct controls are:not
likely to be available except - in

war-. time-and - would -be ‘an- in--

ferier: instrument.- even 1f avail-
able.

Third, I believe that our recent
-experience .with- a’ flexible, two-
sided monetary policy has been

promising and warrants continua=-’

tion:

In my opinion the most impor-
tant consequences of a flexible
monetary policy ~ are its effects
wpon the stability and growth of
)the’ economy. -Monetary. peliey:
should not only attempt to counter
the short-term inflationary and de-
flationary movements, but should
gear the money supply to our
‘long-run growth potential. I be-
lieve. - therefore, that the policy
should be judged in terms of these
important effects and not in terms
of who gets or who pays higher or
Jower interest rates, As a mat-
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ter of fact, it is exceedingly hard

to trace the. income distribution

effects of a rise -of interest rates
and to make any judgment as to
‘the desirability of ~the effects.
There are several reasons for this.

First, the initial payers or re-
ceivers of interest are for the most
part not the ultimate payers or
receivers. The large financial in-
stitutions which receive interest

represent millions of depositors.
On the .other-
‘hand, the corporations. and gov--

and policyholders.

ernments which pay interest rep-
resent millions of customers and
tax payers. We do not know who
ultimately receives or who pays.

Secend, the alternative to higher
interest rates is not simply lower
interest rates, but lower interest
rates on a larger volume of credit.
Interest rates are kept from ris-
ing when demand is active by an
.expansion of the volume of credit.
It-is not clear that financial insti-
tutions would earn more from
higher rates tkban from lower rates
on a larger volume.

Third, along with higher inter-

est rates usually go losses on cap--
ital accounts, that is, the market"
prices of investments decline. . The -
net effect of this would varyfor -

different investors.

In general, the net distributional
effects of higher or lower interest
rates are so diffuse and uncertain
that they could. not be a major
factor in.deciding upon monetary
policy.

A Flexible Monetary Policy in
Practice
How has a flexible monetarry
policy  worked? The first six
months of 1953 provide a spectac-

ular * illustraion combining . both-

the techniques of debt manage-
ment and the operations of our
central banking system.

As many read the signs, the

economy was. giving definite evi- -

dence : of boom in -the. closing
months of 1952.and early spring
of 1953. The ‘demand for funds
for permanent capital and for in-
ventory accumulation was sharply
accelerated. Demand for residen-
tial and commercial mortgage
funds, for municipal funds, and
for consumer credit was pyramid-
ing.. The situation required the
central banking authorities to re-
frain from adding to the credit
supply. Their duty was clear, If
boom and bust was to be avoided
or mitigated through banking pro-
cedures, this was a time to let the
borrowers compete for whatever
credit was in existence, rather
than to expand credit, no matter

how vociferous the demand. Some -
would have said that sharp restric+-

tions of credit were in order. The
authorities lived up to their re-
ponsibilities.

cause the demand was far greater
than current resourees, money and

-credit became scarce, and interest

rates increased . as- a matter .of
course.

During this period, in further-
ance of sound debt management
policy—namely to- lengthen the

-debt. — ' the: Treasury offered a
long-termobligation. In order to-

assure the success of this issue, it

was necessary because of market . .
conditions to-place a 3% % coupon -

on the bond.

In April and May, and running
into June, the.demands for capital
and, credit. increased.. Potential

borrowers tended to.stampede the .

capital market and interest rates.
increased sharply. Many:borrow-
ers-who really didn’t need funds

at .the moment. sought money: or. .

credit lines.immediately, probably
in' expectation: of . high 'interest.
rates. to come. . A psychological
situation developed which. was-
perhaps the more acute because
the issue of a long-term bond
coupled with a restraining mone-
tary policy had not been encount-
ered in the market place for many
years. The Federal Reserve quiet-
ly made bank reserves more read-
ily available in May, and the
clear-cut realization by the mar-

" several reasons.
* of mortgages had been issued for

They restrained ex- :
pansion of the credit base and, be--

. The Commercial and Financial-Chronicle

ket in June that monetary. policy
was not a one-way street—that it
indeed- was flexible—brought the
stampede to a halt. .

The . impact of this eplsode on
production, trade .and commerce
was slight. There was enough
money available for current use in
trade and commerce and for the
payment of construction bills.
Some demands for future funds,
it is true, were not met at the

time. It was not imperative.that

they . should . be,.and no serious
damage resulted to the country
as a whole. The postponement of
new building because a commit-
ment eould not be obtained was
not serious. A new housing de-
velopment or a new factory was
merely postponed This was en-
tirely proper in view.of the high
rate of building and. the full utili-
zation of men and-materials at the
time, and probahly contributed to
the mildness of the subsequent
recession.

- The same observation could be
made in respect to other sectors.

_Further inventory .accumulation

would have been detrimental to
the economy and would only have
aggravated the later decline. -

doine stram developed. 1n the
mortgage market in the spring of
1953. The situation was a com-
plicated.one. When over-all credit
is restricted and money becomes
scarce, those sectors of the invest-
ment area which are weakest will
register the .greatest difficulty.
The mortgage area was weak for
A large volume

several years. ' Institutions tend
to operate ' portfolios under the
theory of diversification. Many
banks and insurance companies
had .as many mortgages in their
portfolios as they wanted. They
were: anxious. to balance by buy-
ing more seeurities. .-The mort-
gages.in many cases, because of
small size and scattered locations
with apparent greater credit ‘risk
and handling expense, were rela-
tively unattractive 'as” compared
to bonds, The result was'a shrink-
age of prices for mortgages of-
fered for sale and a reduction in
the commitments made for new
mortigages.

No great harm 'if any, resulted-

to the economy from deferring
commitments. Any sound project,
whether it was a new housing
development or a new commer-
cial ‘enterprise, was simply de-
ferred and this was highly desir-
able in view of the full employ-
ment conditions in the building
trade. In the case of housing al-
ready constructed, where the
builder wished to sell and found
it -difficult - to arrange mortgage
financing, there was a possible
loss.
sale immediately or he accepted
a lower price. This was not as
serious a situation as it sounds. It
did not in most cases mean an
aciual loss, but merely a reduction
in profit. So we’re back again to
a basic situation; namely, that in a
profit and loss economy there
will- be times of loss or reduced
profits which we must accept if
they are a result of .a sound over-
all national policy, namely, credit
restriction to prevent an un-
healthy boom.

Viewed broadly, the operation
of banking restraint in the-early
spring of 1953 is a good illustra-
tion of sound policy in the money
and credit field and not, as the
critics claim, a misuse of it.
“'During such a period, when. re-
straint had .to be and’was exer-:

cised, it is to be expected that:

some administrative. mistakes
would be made. With the benefit
of hindsight some- things would
be done differently.. Certain iso-
lated instances might be -discov-
ered where there was actual eco-
nomic damage, but the total of
these individual cases of damage
would bulk very small in the
whole - economy. Even over-all,
non-selective restraints. are -not
perfectly uniform in their im-
pact; it cannot be otherwise:. But,
over-all restraints are much' bet-
ter than any attempt to use selec-
tive credit restrictions in time of

peace. Under the. latter practice‘

very great mistakes are almost in-
evitable and large elements of in-
equity develop.

This experience teaches some-

thing which has been known for
some time, namely, the need of
constant’ efforts to improve the

Either he didn’t make the-
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market “for government bonds.
The government debt is'very large
and -will continue to be of grea
magnitude. The capacity of th

‘market mechanism to- handle ‘a

large volume of longer term’ is-
sues needs improvement so that
more orderly markets may pre-
vail in periods of strain. But this
must not be done at the expense
of eliminating price fluctuations.

‘which are -vital to the success of

any flexible monetary policy.

People have said that the Fed-
eral Reserve should have public-
ized its intention to reverse a tight
money policy if conditions indi-
cated the wisdom of reversal. It is
a fact that in May and June such
a reversal was under way, but no
categorical public statement to
this effect was made. I think it is
.important  that the basic objec-
tives.and instruments of Federal
Reserve policy be generally un=
derstood.” But, publicity for day-
to-day changes of direction seems
to mea rather debatable proposi-
tion. At any given time actions
speak louder than words. For the
Federal Reserve to discuss fully
its actions and the reasons for
them at the time they are taking
place is certainly debatable, and
it may be undesirable.

. This much is certain—the Fed-
eral Reserve is entitled to'great
commendation for what it did.- It
identified changes in the situation
in. May.and had the moral cour-
age to act in.accordance with'the
changed evidence:

v
Inflation and Flexible ’
Monetary Policy

Belief in:the desirability of a
flexible monetary policy is, to my
mind, necessarily allied to the be-
lief . that inflation is one of the
great menaces to any modern So-
ciety. The wickedness of inflation
is in its ‘gross inequity. The great
majority of people,.and those least
‘able to protect.themselves, are the

i-igreat sufferers in periods of infla~
s=tion=—. people ‘who . have saved,

people on salaries, working peo-
ple in the majority of instances
—despite the fact that certain

Continued on page 118"
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This amwwncement is neither an offer to sell nor a ml:atatum of an‘offer to buy these securities.
The offer is made only by the Praspeutus i

300 000 Shares

- Monterey Oil Company

Price $ 36.50 pef Share

Common Stock

‘Par Value $1.00 Per Share

. Copies of the Prospectus may be obtamed in any State only from such of the several Undeys

writers, including the undersigned, as may lawfully offer the securities in such. State.

Blyth & Co., Inc.
Goldman, Sachs €7 Co.
Kidder; Peabody € Co. Lazard Freres & Co.

- Lehman Brothers

- The First Boston Corporation

Harriman Ripley & Co.

Incorporated

Smlth Barney &7 Co.

- Stone &7 Webster Securities Corporation Union Securities Corporatlon

A. C. Allyn and Company

lncorponnd
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Bear, Stearns & Co.
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Memo to Every Forward Looking Investment
Dealer in the United States

: A booklet entitled “Aids in . . . the Financing ‘of Stock Issues
With Pre-Emptive Rights” was mailed to dealer-brokers on Nov.
22. The Board of Governors of the National Association of Secu-
rities Dealers approved this booklet at their meeting last fall and
authorized its publication and distribution to each member firm.
It is a complete detailed study-and represents a great many hours
of intensive research and tireless effort on'the part of many or-
ganizations, i.e.: The Investment Bankers Association of America;
The National Association of Securities Dealers, Inc.; The Associa-
tion of Stock Exchange ‘Firms; The National Security Traders
Association; The New York Stock Exchange and The’ American
‘Stock Exchange.

A joint industry committee comprising a_group of the most
capable individuals in the investment banking and brokeragz pro-
fession have given many years of consideration to an improved
method of common stock financing through pre-emptive rights
and the possibility of compensation for the security dealers who'
handle the conversion of these rights. The jont committee be-
-lieves that, in this report, they have outlinéd the means to ‘accom-
plish this end ‘and it is now the responsibility of the individual
dealers throughout the nation to assume. their just share of this
program and bring this study to the attention of corporations who
have used, or are .contemplating using, rights in future’ common
stock financing. £y g

If these booklets are allowed to remain on dealer-brokers desks
for a short time and then find their way into:a wasie basket, you
are doing your fellow dealers a disservice and you are not carry-
ing your full share of the load. In order to accomplish its purpose,
these Studies must be placedin the hands of an officer or director
of a rights-issuing ‘corporation. ! .

In almost every large community in the United States, one
individual dealer or a group of dealers, have a close association or
connection with a potential issuer corporation, and,.in the event
that you have this connection, won't you do something-construc-
tive for yourself and the industry from ‘which you derive your
living. One hour spent NOW—making a persconal call (not a tele-
phone call) on an executive of a corporation could easily result in
an additional source of incomé for many years to come.

Let’s all-do our fair share in bringing this program to a suc-
cessful conclusion,

EARL M. SCANLAN,
Earl M, Scanlan & Co.,
Denver 2, Colo. -

¢ Tightening Margin Requirements Would - -
- Exert Bullish Market Influence: Janeway

Eliot Janeway, economist and
"publisher of Janeway’s Memo
~ Service, on Dec. 13 predicted that
. any tightening of margin require-

ments para-
doxically,
would help

admission “that reality has at
last turned the Council of Eco-
nomic Advisers .around, forcing
them to .consider holding the line
against real up-pressures and to
forget their nightmares ~about
fancied down-pressures.”
the Stock (2) “Tighter margin restrictions
Market rather ‘can’t interfere with institutional
than hurt. 1In -buying ‘but, on'the“contrary; will
a special anal- dramatize the institutional and in-
., ¥sis, Janeway, + vestment -character .of . this mai=
‘author of ket .
“Struggele for - (3 The inarket’s short interest,
Survival,” the ;
. History of
‘Economic Mo-
bilization . of
War II; Yale’s
Chronicles of  plinned: it “will gradually drive
America margined sshoris to scover and
; serles, and force their favorite targets stead-
economic - consultant’ for -various. jiy ypward.” TR

industries, offered three reasons Janeway also_ predicted: a, sell-

large,” is financed on margin at
bfokers. Tightening of margin re-
strictions would “likely hate. an

‘ Eliot Janeway ;
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-ing ‘manpower -shortage, is -bound :
{0 strengthen: labor’s control. of

, its .sellers’ market as far as we
can .see.into.the future.” 5

“The. connection between "the

- sellers’ labor market,” said Jane-
- way, “and- the  investors’ stock
market is direct. The link be-

tween the two is provided by the

easy money boom, residential

building, ‘autos and appliances,

Niles - Bement - Pond Company
has acquired the United States
Manufacturing and selling rights
of the Sigma Instrument Co.r pany,
Ltd. of Great Britain. Tihe English
concern produces Mult:-Dimen-
sion Inspection machines for sim-
ultaneous automatic or manual

opened. This 28,000 square foof
plant will be used for production
of special " aircraft  components
such as cooling units for electronic
tubeé, pressurization units and hy-
draulic’ equipment. Eastern also
has a plant in Norwalk producing

which is now being stimulated
even further by the wave of bor-
rowing for local govérnment pub-
lic services. Throughout this easy
money boom, the bears have been

~ wistfully waiting for the ‘public’s

Ppyramid of debt’ to collap:ze. The
catch is that it won’t aad can't, be-
cause fear of mass unemployment
_is a false alarm, Cerialnly, if the
‘institutions :came through 1954’y
-readjustment with a detault.rec-
ofd of statistical zero a_a nst the.
“public pyramid of debt; 'there
“should be no defatlts whatever
in 1955 and the better years which

industrial mixers and traffic con=
checking a large number of physi- trols, i ;
cal dimensions, counting the num~_ & RN e s :
ber of parts inspected and ac- . In addition to a number of large
cepted and for sorting parts for aircraft contracts 6 received by
‘selective assembly. = Eng neering, -various. djvisions of United Air-
tooling . and manufacturing to craft Corporation, recent ordnance
meet.  product requiremen s will and defense contracts placed with
begin immediately at the West Connecticut firns include: $5,338,5
Hartford plant of Niles. Sales will 980 to Remingfon' Arms Company,
be made directly to customers .Inc. for. cartridges;: $1,349,000 1q
. through branch ~offi‘es = of ‘the New Britain-Machine Company by
Pratt & ' Whitney. Division' of the ‘Navy for fuses. ammunition
Niles. . 3 .and- parts; '$284,863  to ' Flexible
" L A s Tubing Corporatien, Guilfsrd, for-

Safety Car Heating & Lighting air hose;.and $159,413 to. Bristol
Company has purchased a plant Machine  Tool Company, Forest-
in" Milford which ‘was formerly. .ville, for design, development and

P

--the ‘much- publicized: fear of de--

“stubbornly : and conspicuoisly-

-effect -exactly -opposite-from  that.

are glready guaranteed- (by popu-
) -owned by Hoelst, ‘Inc. The new

- lation growt‘hc';plus world politics )
to 'follow. . .Given. continuity  of o o DY e -
“payrolls, which means an .institu- lf.acm“fest'h l(;lcatedH on tg{e _lmagl
~tional “default experfence of. sta~ ~he ¢ the New Claven Wil road,
tistical “zefo, the So-cailed ‘uii-- Will bé used by the company’s
soundness’ of the easy-money debt -
- pyramid -actually sets in motion
* the pressures squeezing the saoris.
and revealing the self-styled: con- .
servatives as speculators, - That is: .
the ‘unsounder” the publi¢:. debt:

and ‘manufactures light nz'f x.ure,
for the - transportation. industry
and for special ‘commercial appli-
cations.” The Connecticut Devel-
opment’ Commission® was' ins'ru=

pyramid as to down payments; the: ‘mental, in, ﬂnd}in\g;z‘thg S fb’“',ﬂce.'.l'l,"lﬂst (Los A“ngél_eé,'&illfi}*“’l' v
g i~ 4o Seeurity-Traders Assoeiation of -

‘sounder” it becomes every mon:h “Safety-€ar..’

as pay-backs flood the lending in-
stitutions with cash.” e
“The way it works is built into
the structure of the debt pyra--
mid: the nominal down. payment-
and the big debt are supported by.

the steady flow of income avail- p 5 s
; N ..~ its future cold mill operations will
able for pay-back. Add to this. be carried on in New Britain. The

-company continues to operate an

i - H._% 0%
; Stanley Works. has
mill facilities in -Bridgeport ‘to
Mailman ; Brothers, New York
City, who operate plants in Beth-

e gt the e PP fe2E Gpen Hearth and ot il el
of the debt he owes. Result: a ities in Bridgeport.
. psychological pressure to. pump LT

pay-outs back into the institu- In .accordance with its an-

t@ons with embarrassing accelera-. nounced intention .of building a~
tion. (This acceleration, incident- new -one-story plant adaptable 'to :
ally, understates how much higher modern assembly-line production, -

the debt pyramid will grow when - Colt's Manufacturing - Company
the - public*- discovers how 'good has puichased a tract of more
-business'is going to be—the ragre than 100 -acres in Windsor Locks,
the public borrows,:the more.ca‘h
its pay-backs shower on the in- moulded plasiics, commercial
stitutions.) ‘Thus, the easy-money *dishwashers 'and - packaging ‘ma-

boom gambled not on ‘nominal CPinery in a multi-story building -

) i .in - Hartford.. No announcement
down-payments. but on "payroll ‘has been made as- to: plans: for,
continuity: .now that the bet has building a new plant, ) )
been won, the institutions are be- " .. s s
_ing flooded by ‘cash flow - pressing - The Danbury Rubber Compan¥v,
-for - reinvestment. ‘~Hence, . - the* Which produces rubter -and-p'as-

strong institutional “character *of *ti¢ floor covering and rubber shoe.

soling, has’.recently ctommenced

today’s market.” - 7 production “of ~.floor tileZ..T he

--¢ompany- employs :about 120 ina.

lighting -division which designs

sold its cold .

lehem, Pa., and Toronto and Mon- .
treal, Can. Stanley indicated that .

adjacent to Bradley Field. Colt’s |
is' presently - produrcing -firearms,. -

for his thesis: .

;‘(l) The psychological repercus-
sion of the.government’s official

er's -market ' in "labor “which- is
here to stay.and which, begause it
-arises. from..a-long run.cumulat:

. PiMorgan & Bo, .« 2500, e ot it e

- Official Changes -

tion.

% DAk %

Another Danbury’ firm, The

We recommend at the market

W. L. MAXSON CORPORATION.
CAPITAL STOCK # '
CAPITALIZATION: 330,397 stares Capital Stock

This is a real GROWTH Company (Eleclronics)

*Earnings
per share

$0.81
2.25
1.82

Sales
$3,229,917
7,453,985
15,923,380
1953 34,377,128 1,085,502 354

1954 37,143,000 1,496,000 4.53

*On an increasing number of shares yearly due to stock dividends .

Net Earnings
$211,364
‘614,012
526,494

1950
1951
1952

Trading Market for B;'nkers and Dealers

LERNER & 0.

10 Post Office Square, Boston, Maés.
Telephone HUbbard 2-1990 Teletype BS-69

Henry C. Alexander, President: New England Shirt Compa y, has
of J."P. Moragn & Co.. Incorpo- recently ‘purchased -a - plant - in
rated, announced today ‘that the‘B”dgteF:;ng ‘Xhlﬁhbwﬁ fo;rmfr'y
.Board: .. Dir ) operated by Appleby z‘:mu actur-
Clif;ordOfF s'c'}fﬁfz?stohii :13?22? Lo ans W Sdp e Shih

; will use the Bridgeport plant for
President. Mr. Alexander also an-- production of sport and- dress

nounced that Harrison V. Smith shirts and will emgloy approxi-
and Peter H. Vermilye, have been ™Mately 200 persons.

promoted from Investment Of- 'o% R
ficers to Assistant Vice-Presidents;
that Edward L. Warren, Charles
M. Eckert, Martin T. Griffin, and
Robert V. Lindsay have been ap-

Eastern Industries, Inc., lcca ed in

Parkway, has recently been

The new- one-s'ory plant of

Hamden adjacent to.the Merriit -

fabrication of mordr fuses:

COMING -
| ‘EVENTS: -

A7 . In:Investment' Field .~

.- Les:Angetes Chiristmas’ Party at:
Hotel Statler. T

‘Dec. 22, 1954 (Denver, Colo.)- ~ .

Bond Club of Denver-Rocky

Mountain - Group . Investment

Bankers - Association Christmas

‘gocktail Party at the Denver
lub.

Jan. 14, 1955 (Philadelphia, Pa.)
Philadelphia Securities Associa-
tion annual meeting and elec-
tion of officers.

Jan. 28, 1955 (Baltimore, Md.)
Baltimore Security Traders As=-
sociation annual | Mid - Winter
Dinner at the Lord Baltimore
Hotel.

Mar, 11, 1955 (New York, N. Y.)
New York Security Dealers As-
sociation 29th Annual Dinner at
the Biltmore Hotel.

April 24-27,.1955 (Heouston, Tex.)

Texas Group. Investment Bank=

‘May 8-10, 1955 (New York Cify)

».~'National "Federation -of . Finans".. -

.. cial »Analysts -Societies. ‘at " the
" "Hotet ‘Commodare. -

.Springs) -

“May 18-21, 41955v~«(Wll.{te,S“;ph“ii' e

Investment Bankers -Association
Spring” ‘meeting: “of' Board" of
- .‘Governors: ) 5

Sept. 11-14, 1955 -(Mackinae Is-

land, Mich.) . .
National Security Traders Asso-
ciation annual convention.

Sept.- 16-17 (Chicago, IL.)
‘Investment Bankers Association
"Fall meeting of Board of Gov-
ernors.

Nov. 27-Dec. 2, 1955 (Hollywood,
Florida)

Investment Bankers  Association

annual Convention at Holly-

wood Beach Hotel.

“pointed Assistant Treasurers; and

that Richard W. Meyer and Walter
B.-Terry have been appointed In-'
vestment Officers. '

Mr. Scherer joined -the staff
of J. P. Morgan & Co. on April
1, 1929, as-a page boy. On Dec.
19, 1945, he was made an’ Assist- .
ant Treasurer in the Securities De-
partment, and on ‘Aug. 2, 1948, he
was made an Assistant Vice-Pres-
ident in ‘charge of the Fiscal

Agency ‘activities. - w8

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

New Haven
New York — REctor 2.9377

Hartford — JAckson 7-2669
Teletype NH 194

e

.- - ers . Association ;spring -meeting--.
“~: atthe Shamrock ‘Hotel;* ™. = &/ 7w
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The SEC, the Congress and
'l‘he Securities Industry

g g

By J. SINCLAIR ARMSTRONG*

' Commissioner, Securiiies and Exchange Commission

Mr. Sinclair contends that under the statutes enacted, and the
‘amendments thereto, the work of the SEC over the past 20
years has tremendously improved and has been an enormous
influence in restoring investor confidence in free enterprise.

Stresses importance of maintaining securities markets, and

points to vast issues of new securities since the establishment -

of the Securities and Exchange Commission. Lauds coopera-
tion of Congress with the Commission.

If the impact of Federal regula-
tion of the securities mariets
were destructive, punitive, bureau-
cratic, or even slow, the sensitive

mechanism of
capital

.. ~formation and.

sinvestment
could be
thrown off
balance. Our
whole econ-
omy could be
injured in the
process.. In-
vestors, con-
sumers and
workers alike
“would be
injured. It is
in this con-
textofthe
enormous importance to the
people of America of the unim-
peded flow of investment capital
into industry that we who are
responsible under the - present
national Administration for ad-
ministering the Federal securities
laws are working. We are aware
that in great measure the success
of our economic and free political
system in America depends upon
the successful formation of ag-
gregate capital and their invest-
ment in productive enterprise.
The securities markets provide the
medium for - this formation and
investment of capital by :the
people.

Recognizing the importance of
the capital formation process and
of the maintenance of free, opan
and honest securities markets does
not mean that the viewpoint of
the Commission today is any less
in harmony with the spirit of the
Federal securities laws than were
the Congresses which enacted
them in the early thirties. We bz-
lieve that the restoration of in-
vestor confidence during inter-
vening years has been in no small
measure due to the work of the
Securities and Exchange Commis-
sion under these Federal laws
enacted by the Congress “in the
public interest and for the protec-
tion of the investor.”

Congress arnd. the SEC

This leads me right into the
first main part of my topic—the
relationship between the Congress

J. Sinclair Armstrong

and the Commission. The most-

natural place for the Congress
and the Commission to meet is in
the field of legislation, and this
we did during the 2nd Session of
the 83rd Congress.

For many years, dating back.as
far as 1940, there had been con-
ferences, of which the Congres-
sional Coir mittees rad been kept
informed, between the Cominils-
sion and representatives of the
securities industrv in regard to
proposed legislation to amend and
revise the basic securities acts. All
of these efforts had failed of
fruition. Without going too deep'y
into the background of these
earlier negotiations for leg'sla-
‘tion between the Commission and
the industry, we felt that it was
approp-iate for the Congress. to
work out legislative amendments.

When President Eisenhower
addressed the Convention of the
Young Republican National
Fegeration at Mount Rushmore,

‘*From an address by Commissioner -

Armstrong before the Association of.the

Bar of the City of New York, New York

City, Dec. 6, 1954.

South Dakota, on June 11, 1953, he
spoke of the policy of cooperation
between the branches of govern-
ment in these terms:

“In ... . [a} spirit of construc-
tive purpoce have been shaped the
relations. between  the Executive
and: Legislative Branches oi the.
Government.. I have had the
pleasure .of meeting at the White
House with "every Senator and
almest” “every . Congressman of
both parties—a number of whom,
though veterans in Government,
had never before entered the
President’s house.

“1hese meeiings have reflected
a major purpose of this Admunis-
tration. It is this: To do all that
it reasonably can do to encourage
cooperation and harmony between
the Legislative . and Executive
Branches. For only such harmony
can advance coherent, consistent
policies at a time when all the
world must be made aware of
America’s steady direction and
aims, This effort has been shared
by our party’s legislative
leaders.” . .. ‘

“There is.no compromise in
principle involved in seeking to
adhere to effective—and let me
say constitutiona] — methods m
government.”!

-In. the .summer- of 1953, three
vacancies on the Commission were
filled. At about that time, we ad-
vised tne respective Chairmen of
the Banking and Currency Com-
mittee of the Senate and the In-
terstate and Foreign Commerce
Committee of the House that vari-
ous groups ‘wished to suomit pro-
posals .tor amendment  of  the
statutes administered by the Com-
niission. We suggestea “that the
Commission’s responsibility ‘is. to
aaminister the law, not to write
it. but that the Commission could
fulfill a valuable function by co-
operating with Committees of the
Congress and in studying legisla-
tion proposed by organizations or
groups of citizens.” Senator Cape-
hart, Chairman of the Banking
Committee, referred to the con-
tinuing responsibilities of the

" Committees of the Congress under

Section 136 of the Legislative Re-
organization Act of 1946 for -ap-
praisal of the Commission’s ad-
ministration of the laws subject

to its jurisdiction and in the de- :

velopment of amendments or re-
lated legislation. He  suggested
that a program be worked out
vnder the guidance of Senator
Bush, Chairman of {the Subcom-
rmttee on- Securities, Insurance:
and Bank ingz2 Representatlve
Charles A. Wolvertdn was Chair-
man of the House Committee, a
man of great distinction in: the,
Congress. He was a member of the
Commerce Committee when the.
Securities Act was passed in 1933.
Te wrote us in August 1933, com-:
menting on our consideration of
an- amendment program with
stock exchanges and others who:
might be interested, as follows:
“It seems to me that no.harm,
and, indeed, much good might.
arise from a continuation of the
discussions which you have had
with industry and affected per-
sons over the years in the de-:

1 New York “Times,” June 12, 1953,
p. 12,

2 Hearings before a Subcemmittee of '
the Committee on Banking and Currency, '
U. S. Senate; 83d Cong., 2 sess., Feb.

3.

“and 4, 1954, p
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velopment of technical changes
which might be made to the acts
and whicn you would propose to
bring to our attention for consid-
eration.

“On the other hand, you will

. appreciate, I am sure, that I am

most zealous in preserving for the
investing public thé protection
which was envisaged in the stat-
utes when they were passed, both

as they apply to investors in new-

securities and as they apply to
purchasers on the exchanges and
over-the-counter markets. I cer-

" tainly would feel that it was un-

incumbent upon any agency
charged with administering these

'. acts- on behalf of the Congress for

the protection of the general pub-
lic, to-initiate or sponsor any pro-
gram which' would weaken such
protection, though conversely, it

might well give thought to areas
in. which it could be strength-
ened.”3 -

‘After this the Senate Subeom-
mittee, led by Senator Bush, met

-with the Commission ‘on several

occasions- and also held meetings
w1th industry. representatives who
had proposed. amendments.4. At
these meetings, the broad outlines

3 Hearings before the Commitee on In-
terstate and Foreign Commerce, House of

Representatives, 83d Cong., 2d Sess.,
March 19, 1954, p. 13.

4 Senate Hearings, p. 3.

of a bill which was believed

would be acceptable to the Con-
gress was indicated.- 1t is a real
tribute to the legislative skill of
Senator Bush that all but one of
the amendments that emerged
from these meetings of his Sub-
committee passed the Congress
without a dissenting vote. The one
amendment which failed, a pro-
posal to increase the amount
under which the Commission may
exempt new issues of securities
from the registration provisions of
the Securities Act from $300,000
to $500,000, passed the Senate but
failed in the House. The American °
public owes a real debt to Senator
Bush for his hard work and fine
leadership in developing and see-
ing through to a successful con-

clusion these amendments of the.

securities laws; the flI'St in many
years,

I also want to mentlon one of
the staff members of the Senate

Committee, Joseph P. McMurray, -

who participated in preparing the
legislation and guiding it-in.the
Senate, I mention him particu-
larly because be played a valuable

part, in maintaining the fine rela-.

tionship between the Commission
and the Congress in the past ses-

sion. In July of this year, Mr. Mc-
Murray assumed the office of
Executive Director of the New
York City Housing Authority, by

(2467) 15

appointment of Mayor Wagner,
When he left Washington he re-
‘ceived tributes on the Senate
Floor from 16 Senators of both
parties, praising his fine work
there, both as an aide to the late
Senator Wagner and then as a
member of the staff of the Bank-
ing Committee.5 We at the Com-
mission are very much indebted
to Mr. McMurray for his guidance
to us durmg this past Congres-
sional session.

I also want to mention one of
the staff members of the House
Committee, Dr. Andrew Steven-
son,- who - advxsed Representative
Wolverton, the Chairman, and
the Committee, and whose guid-
ance to the Commission' in regard
to the legislation and its course
in the House was of immense
importance.

It was not the purpose of the
1954 amendments of the securi-
ties lawsé to change or vary their
‘basic scope.

The  legislation which was.
formulated, we believe, repre-
sents a great step forward in
furtherance of the original Con=
gressional purpose expressed in

Continued on page 112

5100 Congressional Record, 83d Cong.,
2 Sess., July 28, 1954, p. 11870.

6P. L. 577, 83d Cong., 2 Sess., ap=
proved Aug. 10, 1954, effective Oct. 10,
1954.
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LETTER TO THE EDITOR:

Sees No Antagonism Between
Mutual Funds and Life Insurance

-Norman F. Dacey discusses some views expressed by Robert A.
Rennie and Claude L. Benner in Dec. 2 issue of the “Chronicle”

Editor, Commercial and Financial
Chronicle:

With the publication -in the
“Chronicle” of Dec. 2 of an article
by Robert A. Rennie, explaining
why the Farm ‘Bureau insurance
companies are
entering the
mutual fund
field, and an
adjoining
article by
President
Claude L.
Benner of the
Continental
American Life
Insurance
Company, de-
ploring the
current trend. -
toward “pack-
age” selling of
life . insurance
and mutual funds, the battle lines
of these opposing schools of
thought appear to be drawn,

But—must there be a battle?

Nearly everyone associated with
the growing young giant which is
the mutual fund industry is a
staunch believer in the institution
of life insurance.' There is no sub-
stitute for the protection provided
by life insurance. There is a feel-
ing in some quarters, however,
that certain policy forms:which
are offered today were developed
by the sales department and not
by the actuarial department. The
readiness with which such policies
lent themselves to sales promotion
may have been more important
than the question of whether or
not the policy rendered a genuine
service to the policyholder.

We all plan to build an estate.
Insurance is intended to protect us
against dying too soon and thus
losing the time in which to build
that estate. When we insure our-

P4 /i
Norman r. waccy
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selves against the loss of our home
or our automobile; we don’t give

the company ‘something. extra-to.

hold for us in a savings account.
We pay just the premium for the
protection. Assuming that casualty
insurance companies have good
investment departments super-
vised by experts, why do they not
add, say, 25% extra to our pre-
miums which they will hold for
\& a “cash value”? This is ex-
‘actly what the life companies do.
This, despite the fact that life in-
surance was created solely to pro-
vide protection and was never in-
tended as an instrument for the
building of a living estate. It is
only sales promotion which has
extended its use to that purpose.

Mr. Benner states his belief that
the growing practice of packaging
mutual fund shares with life in-
surance is a “fad” which will pass.
I believe that the concept of life
insurance as an investment was a
fad born in the depths of the de-
nression and nurtured at the
bosoms of disillusioned specula-
tors. That fad now is passing but
there are still those in the insur-
ance industry who stubbornly re-
fuse to admit the fact. Instead,
men like Mr. Benner and M. Al-
bert Linton and others publish
articles proving conclusively that
a 20-year endowment is a better
investment than shares of General
Electric or Wellington Fund. This
is not unusual — 100 years after
man had circumnavigated the
globe, treatises proving that the
world was flat were still being
vublished by those who wanted to
believe that it was so.

I'd like to ask Mr. Benner some
questions:

(1) Figures -have been published
showing that more than 95% of
all life insurance company execu-
tives own either term or straight
life insurance. If insurance is such
a wonderful way of building an
estate, why don’t they do it that
way, instead of buying the cheap-
est insurance they can get?

(2) Mr. Benner’s company sells
20-year endowments ‘and annui-
ties. Will he accept my wager of
£100 that he doesn’t own either of
them and that he, too, has bought
life insurance for protection?

(3) Mr. Benner states that the
packaging of mutual funds and
life insurance will ‘seriously affect
the welfare of insurance agents
and will be a blow to the “pros-
perity of the industry,” and will
‘“undermine the agency system.”
Would he have us believe that
when it comes to building lasting
security for millions of Ameri-
cans, these are most important
considerations? ’ )

(4) For years, life insurance
companies have been trending to-
ward ‘common stock investments.
The five New York “giants” waged
a successful fight in.the Legisla-
ture for permission to invest $1,-
100,000,000 in common. stocks.
American life insurance compa-
nies own a huge amount of such
stocks now and are buying more
every day — in- the first nine
months ‘of 1954, they bought twice-
as many common stocks as-they
had bought in the same -period
last year. What makes General
Electric a safe investment for an
insurance company and a specu-
lation when it’s owned by a mu-
tual fund?

= (5) Mr.  Benner avers that the
public’s growing consciousness of
inflation has been “conducive to
the sale of speculative securities.
. . . The recent growth of mutual
fund investment companies indi-
cates this.” The New York “Times”
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recently articled the fact that the F
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investment policies of the insur-
ance companies closely paralleled
those of the mutual funds. Show-
ing the favorite 50 stocks of each,
they indicated that they were
substantially the same. Why, un-
der these circumstances, do Mr.
Benner and his- bitter-enders at-
tempt with this innuendo to paint
mutual funds as rank specula-
tions?

.When it comes. to speculation,
it wasn’t-the “speculative” mutual
funds. who loaned $42,000,000 of
their customers’ money to that
Texas wild-cat oil promoter who
defaulted on both principal and
interest. Doesn’t Mr. Benner know
that it was two of America’s
largest insurance companies—and
it was the policy-holders’ money!
In the light of recent financial
incidents of this kind, is it not a
questionable practice for insur-
ance people to smear mutual funds
with the appellation of “specula-
tive”? Would not these people
count it a low blow if investment
men reminded their customers of
the abuses in the insurance indus-
try before the Hughes investiga-
tion in the same way that insur-
ance men today constantly harken
back to the unregulated ’20s.

(6) I have before me the of-
ficial 1954 “List of Securities
Owned by Insurance Companies”
issued by the National Association
of Insurance Commissioners. Most
of the mutual funds are on the
list. Why is a mutual fund a spec-
ulation when John Policyholder
buys it and a safe investment
when Mr. Benner’s company buys
it?

(7) Mr. Benner questions the
worth of a mutual fund/life in-
surance package at the end of ten
years, pointing out that it lacks
the fixed-dollar guarantee of the
endowment policy. He points to
the likelihood of fluctuation in
one case versus a guaranteed
number of dollars in the other.
But when I get those endowment
dollars, I can’t eat them. I have
to exchange them for goods or
services—and the amount of goods
and services they buy me will
fluctuate from day to day. The
fluctuation will be measured in
terms of purchasing power (which
it vital to me) rather than in dol-
lars (which I can’t eat). He ad-
mits frankly that if there is a
boom, the mutual fund will pay
off. If there’s a bust, I’ll be better
off with the maturing endowment
policy. As an American and as
the executive head of a great,
growing company, which does Mr.
Benner want to bet on for Amer-
ica—boom or bust?

(8) Next he claims that the
“package” plan denies an investor
such advantages as waiver of pre-
mium for disability and the con-
venience of cash and loan values.
I call his attention to the fact that
this package idea is developing
rapidly and that it now offers
greater benefits in these fields
than do Mr. Benner’s insurance
policies alone. If Mr. Benner would
like to arrange to deposit $200 per
month, be can have not only
$24,000 of low-cost life insurance
but he will also be guaranteed
that if he becomes disabled, the

insurance will be kept in force -

and his $200 monthly investments
will be made for him.. If he wants
to use his “loan value,” he can
make a partial withdrawal for $1
and put the money back at his
convenience for another $1. Or'he
can take his mutual fund shares
into his local bank and borrow
against them—and he won’t have
to pay the 6% he'd pay to borrow
on his insurance policy, either!
Under these conditions, aren’t Mr.
Benner’s objections completely in-
valid? S

These comparisons could go on
indefinitely but they are not the

purpose of my letter. Rather I
wish to plead with Mr. Benner
and the other sincere, well-mean-
ing men who are stubbornly re-

|

IN WHAT is believed to be the
first development of its kinq in
the mutual fund industry, Nation-
al Securities & Research Corpora-
tion of New York announced es-
tablishment of an Atomic Energy
and Electronies- Division: -

Henry J. Simonson,. Jr., Presi-
dent, in making the announce-
ment, said “the future develop-
ment of atomic energy and elec-
tronics undoubtedly will have an
increasing influence on most of
the corporations whose securities
are included in the assets of the
National Securities Series of mu-
tual investment funds now aggre-
gating more than $200 million.”

“In order to keep abreast of the
developments of the Atomic Age,”
Mr. Simonson explained, “we
have organized this new division
within National’s Economics and
Investment Department.”

As the first step in the Divi-
sion’s organization, he added, Na-
tional Securities has retained
Nuclear Consultants, Inc. to serve
as scientific Consultant and Tech-
nical Adviser in the atomic energy
and electronics fields.

“Nuclear Consultants will ex-
amine the activities and special
endeavors of corporations whose
securities are in the portfolios of
the National Securities Series and
will analyze their long and short
term potential in the field of
atomic energy and electronics,”
Mr. Simonson said. In addition,
all technical and scientific activ-
ities of corporations will be close-
ly watched by the consulting firm.

Nuclear Consultants, Inc., which
maintains offices and laboratories
in New York and St. Louis, has a
full time scientific staff, augment-
ed by prominent consulting scien-
tists.

Dr. Kennard H. Morganstern is
President of Nuclear Consultants,
Inc.; Dr. Wilfred R. Konneker,
Vice-President; Karl P. W. Wolf,

By ROBERT R. RICH

Senior Design Engineer; Dr. Mar-
shall Cleland, Senior Physicist;
Dr. Jack L. Stone, Senior Phy-
sicist;. Howard Haselkorn, Phy-
sicist; David Silverstein, Phy-
sicist; Cosmo. Rutigliano, Senior '
Bio-Chemist;; Waldo DeVore,
Electrical Engineer; Ralph Kuelle,
Research Engineer; and Robert
Haake, Electronic Engineer.

Consulting scientists include:
Jonathan Townsend, formerly se—
nior physicst of AEC Laboratories
at Oak Ridge, Tenn., and Jerry
Huthis, previously with AEC at
Los Alamos, New Mexico.

A PROGRAM that relates the
growth phenomenon of electronics
and estate building through sys-
tematic investment is outlined in
a new folder — “The Electronies
Fund Investment Plan”—just pub-
lished by Television Shares Man-
agement Corporation, 135 South
La Salle Street, Chicago 3, Ill.

One section discusses estate
building under such headings as
Inflation Problems, The Equity
Hedge, Dollar Cost Averaging,
Growth as a Medium, and Divi-
dend Compounding.

A second treats in non-tech-
nical language of “The Electronic
Age.” Electronics, says the fold-
er, is not only creating a second
industrial revolution, but in many
other “respects is changing the
habits and customs of our: lives.

“And Electronics is a business
in a hurry,” the folder continues.
“It took the automobile 16 years
to become a billion dollar busi-
ness. Electronics did it in three,”
the folder points out.

It goes on to say, in part: “Now
experts forecast a $20 billion elec~
tronic business by the mid-60s.
Here are some of the things to
come: Low-cost midget air cool-
ers, TV sets that hang on the wall

Continued on page 121

sisting the changing times. In the
years ahead, they are going to sell
more life insurance than they
dared to hope. Many Americans
will be buying it because a trained
salesman of a mutual fund/insur-
ance “package” told them they
didn’t have enough protection and
advised them to waste no time in
calling their insurance man. Will
not Mr. Benner and his coll<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>