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EDIT ORIAL

~As We See It

- THE YEAR AHEAD

.The relative unanimity of view about the busi-
ness outlook at the present moment and the vigor

with' which these opinions are held stand in

strong contrast with the situation as it existed
twelve months ‘ago. There are still, of course,
some observers who harbor doubt about what the

state of business is to be like during the next half -

year, but it is almost a rarity to find one who is
not definitely optimistic.

i It-is generally realized, of course that an. ap-’

preeiable part-of the current high rate of activity
is a result of inventory accumulation. The fact
is ‘well known that a number of the statistical
series commonly employed to measure current
volume of business are being somewhat thrown
awry by the exceptional activity in the automo-

bile industry, and it seems to be widely accepted.

as a fact that anticipation of labor troubles some-
what later in the year is leading these manufac-
turers to stock up more heavily now .than they
would otherwise be doing. Naturally, this is be-
ing reflected in various industries supplying the
_moter industry, and in some of these also a policy
of inventory accumulation has been inaugurated.
But even when these and other special factors
are given their full weight, the outlook for at
least the first half of the year is, according to
almost all witnesses, definitely good There are,
as usual, those soothsayers who think their cry-
stal ball offers a glimpse at the second half of the
year. Possibly there is somewhat greater tend-
ency to hedge forecasts for that more distant
period—probably, if for no other reason, because
distance lends uncertainty to the view. But by

Continued on page 73
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- Next Ten Years i‘n‘Relailing

By HON. JAMES C. WORTHY *
Assistant Secretary of Commerce

Predicting a 3500 billion annual economy by 1965,
Secretary Worthy- cites' the vast consumption that wull
arise from our growing population and the heavy capital
ontlays of industry.and government. Llsts as basic eco-
nomic factors. underlying the economy’s growth: (1)
continuing high rate of population growth; (2) expand-
ing technical research; (3) high levél of capital invest-
ment; (4) heavy Federal and local government expen-
dxtures, (5)  opportunities for increased foreign trade
and foreign investments, and (6) gradual reduction in
the proportion of the military take of nation’s total out-
put. ‘Urges retailers prepare systematlca"y for shifts
and trends in economic conditions.

In undertaking to talk about-“The Next Ten Years
in Retailing,” I must stipulate at once that I have no

.more -insight into what. the. future.holds than any of

you. No one can predict with any degree of assurance
what : combination : of . events will
shape our economy over the decade.
ahead.

Desplte my necessary caution, there
are  certain trends and tendencxes
that are now discernible, and we can
talk: with some degree-of assurance
about some of the potentialities the
future holds.

To us in Washington, as I know
to you in business, the past year has
been an encouraging one as the
economy has wshifted from being
mainly concerned with restoring our
military strength, to again satisfy-
ing more broadly the wants of the
consumer. In retrospect, it is clear
that the transition was accomplished
with remarkable smoothness. Business once more dem-
onstrated its flexibility under conditions of rapid shifts
in particular segments of demand. The sounder govern-

Continued on page 91
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*An address by Secretary Worthy before the National Retail Dry
Goods Association, New York City, Jan. 10, 1955,
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BusitessandFinance Speaks L
After Turn of the Year

Continuing our custom of former years, the CHRON- y
ICLE. features in today’s ANNUAL REVIEW AND OUT-
LOOK ISSUE the individual opinions of government
officials and of the countrv’s leading industrialists, bank-
ers and financiers as to the probable trend of business .
in the current year. These forecasts, written especially
for the CHRONICLE, provide the reader  with up-to= :,
the-minute official views das to the indicated course of
business in all industries. The statements begin herewith:

HON. HERBERT BROWNELL, Jr.
‘Attorney General of the United States

Looming large on the ‘antitrust horizon for 1955 is the
anticipated' Final ‘Report of the Attorney General’s Na-
tional- Committee to Study the Antitrust Laws.

‘That 60-man Committee was
formed some 15 months ago. Its. . e
members include practicing lawyers,” -

- law - professors, as well as econo-
. mists,-and is headed by Co-Chair-

men, ' Assistant - Attorney ‘General
Stanley N. Barnes, head of the Anti-
trust Division of the Department of
Justice, and Dr. S. Chesterfield Op-
penheim, Professor of Law, Univer-

- sity of Michigan. The target date for
. submission of that group’s Final

Report is some time this February.

The Report will aim to evaluate
current anti-trust operation -and
suggest changes in order to more
effectively secure basic antitrust
goals. In all areas its goal will be to
probe beyond those traditional labels-that have some-
times marked points of antitrust disagreement—Ilabels
that have all too often become little more than excuses
for not thinking. Recommendations may cover proposals
to Congress for legislative change, advice to enforcement

Herbert Brownell, Jr,

. agencies about administrative policy or suggestions to

Continued on page 34
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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

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

IS
MAURICE S BENJAMIN
Senior Partrfer, Benjamin, Hill & Co.
New York City
Membt'ars_l'\Tew York Stock Exchange

Combustion En'ging}e‘ring Inc,

My favorite stock would have
to be of a company in which I
would like to be employed. Be-
sides my time and energy I would
like to invest )
my money in
the Combus-
tion Engineer-
ing Inc, -

This coun-
try’s economy
faces the most
dynamic ex-
pansion in its
history; and
the greatest
growth will
occur in the
development
of power —
especially
Atomic En-
ergy. In this field Combustion
Engineering Inc, will be a lead-
ing factor.

This 70-year-old business spe-
cializes in generating equipment
for public utility, industrial and
marine power plants. It is one
of the largest companies of its
kind in the world, having eight
plants in the United- States and
Canada, and subsidiaries and rep-
resentatives in 31 foreign nations.

One example of the magnitude
of a boiler the company furnishes
to the T.V.A. is the following: it
will generate all the steam re-
quired for a 250,000 k.w. turbine
or 350,000 horse power. The boiler,
supported on a steel structure, is
150 feet high, contains 125 miles
of steel and alloy tubing; weighs
over 10,000,000 pounds; will re-
quire almost 250 carloads to trans-
port it; and will consume 100 tons
of coal per hour. It is designed
for 2,275 pounds of pressure. It
cost $100,000 to draft its design
and took 1% years to build it in
the company’s plant, and another
year to erect it at the site. Its
value is about $6,000,000.

One can understand why Com-
bustion Engineering Inc. designed
and manufactured one of the most
important components of the pro-
totype nuclear power plant at the
General Electric Co. in Schenec-
tady and is designing and fabricat-
ing parts for the nuclear power
plant to be installed in the U.S.S.
Sea Wolf, the newest atomic-pow-
It built all the
power boilers. for the giant Atomic
plant at Oak Ridge and in addi-
tion some units for the Hanford
Atomic plant.

The company manufactures
boilers suitable for operation
either above or below critical
pressure,

The du Pont Co. selected Com-
bustion Engineering Inc. alone to
build over 100 chrome alloy steel
towers for powder plants.

M. S. Benjamin

Combustion Engineering Inc.-

has been foremost in building for

- the._ electric utility industry .the

high 'pressure, high temperature
units that increase efficiency —
reducing .the amount of coai re-

- quired to generate a kw.-hr. from

two pounds to less than three-
quarters of a pound—that being
one of the reasons why electricity
rates have not increased. The
Federal Power Commission’s re-
port for 1952 showed that two-
thirds of the most efficient power
stations in the country had Com-
bustion Engineering Inc. boilers.
. In the marine field the company
literally kept the American Mer--
chant Marine afloat. At the
height of the war 100 ships each

'past been known as a speculative
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This Week’s
Forum Participants and
Their Selections

for favoring a particular security. Combustion Engineering Inc.—
Maurice S. Benjamin, Senior
Partner, Benjamin, Hill & Co.,,
New York City. (Page 2)

month were launched with Com- Motor Products Corporation—Col,
bustion -Engineering Inc. boilers  William Freiday, - Partner,- J.
and component parts—about 50%  Robinson - Duff & Co., New
of the Maritime Commission’s to- . York City. (Page 2)

tal requirements. < Also many "~~~ " -~ -
boilers were built for the combat
ships of our Navy.

The company has developed a
line of chemical recovery units
for the pulp and paper industry—
used extensively here and abroad.

ing four cubic feet of freezer
space. )

The company has secured strong
cooperation from its union with
L . regard to increasing the efficiency
Foreign countries have been aided of its labor operation and reduc-
in their rehabilitation and eco- ing costs. Labor relations are con-
nomic progress through the in- sidered ‘excellent.
stallations of Combustion Engi- The book value of the common
neering Inc. boilers. stock is $50 a share. On a replace-

In the next 10 years the electric ment basis, book value of the
power load in this country will common stock is about $75 a
more - than double, This augurs share, The common  stock. listed
well for the Combustion Engineer- on the New York Stock Exchange,
ing Co. presently is selling at 2t2%, a levec'i

The = capitalization is simple: far below that of recent years, an
$15,000,000 3%7 debentures due 12t below that which wHght be
in 1979 and about 1,000,000 shares €XPected on the basis of current

prospects. .
?‘sf ggg}m&% stock. The book value The "company’ had ‘a 14-year
: - record of  continuous dividend
payments, up to July, 1954.

Earnings
(9 months).___ $4.50
3 7:25

COMING
EVENTS

In -Investment Field

The stock, listed on the New
York Stock Exchange and selling
around 56, pays $3.00 in regular
dividends to yield about 5% %.

With the world’s power demand
schedzled to expand at a greater
rate than other factors of the econ- .

: prie Jan, 24, 1955 (Chicago, IlIl.)
?(;n yb;ingoléig;gfrti(T)acltlﬁgesu:ngJE National Security Traders Asso—1
Atomic Energy, it becomes evident Ezlglfrxlonméngfgmgatofth Natﬁ%r}tgl
why I have chosen Combustion " Sherﬁgan emen e
Engineering Inc. for my favorite ’
stock. Jan. 28, 1955 (Baltimore, Md.)
; - Baltimore Security Traders As-
COLONEL WILLIAM FREIDAY sociation annual Mid - Wintex
Partner, J. Robinson-Duff & Co. ' Dinner at the Lord Baltimore
New York City Hotel.

Members, New York Stock Exchange Feb. 25, 1955 (Philadelphia, Pa.)
Motor Products Gorporation Investment Traders Association

of Philadelphia annual dinner
Motor Products.Corp, has in-'the  at the Benjamin Franklin Hotel.

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

-March 23-25, 1955 (Pittsburgh,
Pa.)

Jan. 24, 1955 (Chicago, I11,)
Bond Traders Club of Chicago
annual winter dinner at the
Furniture Club,

stock. This is primarily because
of its close. association with the
automobile
industry. This
hasresulted in
highly vola-
tile sales and
earnings.

The com-
pany is the -
largest maker
of metal
stampings for
the automo-
tive industry.
70% of its
business is ac-
counted for by
metal stamp-
ings and the
finishing thereof, mostly for the
automotive industry.

Its earnings record was poor in
1954, owing in part to the difficul-
ties experiencgd by Chrysler
Corp,, one of its leading custom-  Nationa] Security Traders Asso-
ers. Earnings are expected to ciation annual convention
show a sharp upturn in the March X ’
quarter. While no estimates of Sept.-16-17 (Chicago, IIl.) -
earnings per share are available, Investmen_t Bankers Association
it is thought that the good recep- ~ Fall meeting of Board of Gov-
tiox::l now being given Chrysler €rnors.
products will be substantially re- Sept. 21-23, 1955 . (Denver, Colo.)
flected in Motor Products’ earn- " Accociation of Stock Exchange
Ings. Firms meeting of Board of Gov-
v The balance of l\i[otor Products -  ernors. z

usiness is accounted for by its %
line of freezers and refrigerators, NoV- 16-18 (New York, N. Y.)
This line was completely rede- ZASsociation of Stock Exchange
signed last year, and it has been . Firms meeting of Board of Gov-
well received by the public. These  €ITOTS.
products are marketed under the Nov. 27-Dec. 2, 1955 (Hollywood,
long established “Deep Freeze” Florida)
trade name and include a ' combi-
nation refrigerator-freezer offer-

Assoéiation of Stock Exchange
Firms meeting of Board of Gov-
ernors.

~April 24-27, 1955 (Houston, Tex.)
Texas Group.Investment Bank-
ers Association spring meeting
at the Shamrock Hotel. '

‘May 8-10, 1955 (New York City)
National Federation of Finan-
cial Analysts Societies at the
Hotel Commodore.

Col. William Freiday May 18-21, 1955 (White Sulphur
Springs)
Investment Bankers Association
Spring meeting of Board of
Governors,
Sept. 11-14, 1955 (Mackinac Is-
land, Mich.)

annual Convention at Holly-
wood- Beach Hotel.

e e e
—_—
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Problems and Prospecls

Of the French Econ'omy

By C. DOUGLAS DILLONX* .
U.'S. Ambassador to France

Ambassador Dillon, after describing the political and economic -

problems of France resulung from the devastation of war, and
the progress made in solving these problems, takes an opii-
mistic view of future prospects in - this.key European nation..

Says the inflation curve in-France has flattened out and: con- .

fidence in the French currency restored. Points out government

_controls over new securities flotations have been ended, and -

opportumhes exist-for. American capxtal in France. Lists most

. The Commercial and Financial Chronicle -
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promising courses for future action in French economic field.

Because of my background in
the investment banking field I
naturally have taken a great in-
terest in the French economy: This’
is.a most im-
. portant sub-
ject for all of
us, far more
sothan the
spectacular
votes in the
National A's-
sembly! The
strength or
weakness of
the French
economy in
the long run
will determine
the influence
of - Commun-
ism.in France
and the position which France
will hold in the world and in the
Western Alliance. A strong econ-
omy means a strong France, a
weak one may mean a France
overrun by Communism. Because
of the importance of this subject
and the fact that it has been some-
what overlooked in comparison
with some of the more spectacu-
lar political events that have oc-
curred in the past year, I have
chosen it as my topic.

However, before I start on my
main subject I want to say a few
words on the recent-ratification
debate in the French Assembly.
The factors entering into this
debate were exceedingly compiex
and difficult to understand for
those who do not follow the: daily
ins and outs of French politics.
The treaties were ratified in a
series of votes with varying ma-
jorities, the largest being about
500 to 100. The key vote on the
rearmament of Germany, how-
ever, was 287 to 260. The impor-
tant thing for us to realize ‘is
that despite the closeness of this
vote an overwhelming majority of
the French Assembly and' the
French people are solidly in favor
of the Atlantic Alliance. Approxi-
‘mately two-thirds of the French
Assembly accept the fact that the
time has come to integrate West
Germany into the defense of the
West. There has been bitter con-
troversy over the best method for

C. Douglas Dillon

obtaining this German defense:

contribution. There were at least
100 Deputies who had strongly
supported the E. D. C. who either
abstained or voted against the
ratification- of the Paris accords.
They were not against a German
defense contribution as such, but
were politically opposed to Men-

*An address by Ambassador Dillon be-

fore the Bond Club of New York in New
York City on Jan. 14, 1955.

des-France and because he had
helped defeat E. D. C. they were
determined that he should take

full responsibility for ratification”

of the Paris accords, which they
felt were inferior to the E. D. C.
But these men were not prepared
to push their .opposition to the
point of taking the responsibility

.for endangering the Western Al-

liance. After the unfavorable vote
on Dec. 23, it was primarly a
switch of ‘votes on the part of
these political opponents of Men-
des-France that provided . the
votes needed for ratification.

France Basically Attached to the
Western Alliance

The important thing for you to
remember is that France under
any conceivable government re-
mains basically attached to the
Western Alliance of free peoples.
We should never forget taat
France’s attachment to liberty and
freedom is. every bit as deep as
our own. Despite possible differ-
ences over methods and means
which are only natural among
free allies, France is and will re-
main a snonﬂ and reliable mem-
ber of the free world.

It has been exactly ten years
since the last German offensive in
the Ardennes—commonly known
as the Battle of the Bulge—was
turned back—ten :years since the
final turning point of the war in
Europe and the end of destruction
in France.

We all have heard of some of
the unhappy- effects of the Occu-
pation and the war on the French
people, the loss of confidence in
themselves as a nation, the hatred
of Frenchmen for other French=
men resulting from the strains of
the Occupation; from the actions
of the Vichy Government, and
from the violent reaction at the
time of the liberation. We know
that for nearly three years. after
‘the War France was governed. by

a coaljtion including  the Com- .

munist Party, an era: which has
left its mark.

However, during the last year
or two another and far more im-

portant outgrowth of the war has.

become increasingly noticeable,

this time a development which-

‘can bring major benefits not only
to France but also to all of west-
ern Europe. For want of a better
word I will call it the revolution
of youth—a peaceful revolution.
French youth is today clearly on
the march in business as well as
in government. The average age
of the Mendes-France Cabinet is

.only 47. There are numerous

ministers still in their -thirties.
Continued on page 31
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BUSINESS AND FINANCE SPEAKS AFTER
THE TURN OF THE YEAR
Starting on the cover page of today’s ANNUAL REVIEW
AND OUTLOOK ISSUE, we present the opinions. of
leaders in Government, Industry and Finance regarding

the outlook for business in 1955.

[Commentaries which

could not be accommodated in today’s issue will be given
in subsequent issues.—Editor.]
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The

State of Trade
and Industry

\

Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index

Food Price Index

Total industrial output for the
country-at-large last week ad-
vanced about 5% above the simi-
lar period in 1954. Substantial
gains were registered in the pro-
duction of bituminous coal, elec-
tric power, automobiles and crude
oil, while losses were noted in
civil engineering construction and
the output of lumber and paper.

The latest reports indicated that
the number of initial claims filed
for unemployment insurance ben-
efits in the week ended Jan. 1 was
at the highest level in almost a
year and 28% above the preced-
ing week. Continued claims in
the week ended Dec. 25 were 5%
above the prior week and 18%
higher than in the corresponding
week of the preceding year. Tem-
porary layoffs for inventory tak-
ing and curtailment in food proc-
essing, textiles, apparel, lumber
and metal products contributed to
the increases.

" The Federal Reserve Board cur-

rently reports that industrial pro-
duction in December topped the
year-earlier level .for the first
time in 1954. And a further gain
is indicated this month by rising
stee] and auto output., It placed
industrial production in Decem-
ber at 128% of the 1947-49 level,
compared with 124% in the like
1953 month. For all 1954, how-
ever, output averaged 125%,
against 134% in 1953,

Labor may turn out to be the
most important factor in the steel
market this year, states “The Iron
A ge,”’ national metalworking
weekly, this week. Both the steel
industry and its biggest customer,

Auto Production
Business Failures

the auto industry, will be negotiat-

ing new wage contracts during the

first half of the year. Both will

find the going tough.

There is no reason to believe
that both will be able to clear @he
wage hurdle without a disrupting
strike. . But even if new wage
agreements can be worked out
peacefully in both industries, the
coming bargaining will add a
strong push to the steel market.

On May 1 the United Steel-
workers of America can serve
notice of its desire to reopen its
contract on wage rates only. If a
new agreement is not reached by
midnight of June 30, the union is
free to strike.

But a month before the steel
wage contract deadline the fa-
mous 5-year pacts in the auto in-
dustry expire. If labor is serious
about winning the guaranteed an-
nual wage this year, it looks as if
Walter Reuther and his United
Auto Workers will have to lead
the fight. David McDonald, head
of the steel union, apparently has
no thought of torturing the lan-
guage of his present contract to
ring in the GAW issue.

In addition to heading the UAW,
Mr. Reuther is President of the
CIO. This recalls an interesting
parallel. When the late Philip
Murray was President of the CIO
his own steelworkers’ union us-
ually led the annual wage fight,
comments this trade paper.

It is doubtful that Mr. Reuther
will be able to get to first base
with his demand for guaranteed
annual wage. But the bargaining
in Detroit is bound to have a very

4 ESTABLISHED 1894}
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strong effect on the steel wage
talks. .

The auto industry is expected
to build as many cars as it can
before wage talks are begun. The
idea being that a reservoir of cars
would strengthen its bargaining
hand. But so far there is no evi-
dence that there is any float in
the terrific production schedules
that keep setting records week
after week—and tighten the sfeel
market proportionately, declares
this trade authority.

Independent car makers, operat-
ing at ‘their best level in a year,
pushed . domestic motor wvehicle
production to an 88-week peak
the past week.

“Ward’s Automotive Reports”
counted 177,539 car and truck
completions for United States
plants or 3.4% more than last
week. Scheduling was the high-
est since 182,594 was reached in
late April of 1953.

Prompting the increase, the
weekly publication stated, was a
43% gain by the Independents
who began their “comeback” fight
with the topmost weekly total
since 6,799 units were recorded in
late January a year ago. “Ward’s”
commented, however, that supply
problems created by the indus-
try’s record output is restricting
overtime operations within Chrys-
ler Corp.

Despite this factor, Chrysler
Corp. nudged 20% of United
States car output last week and
the Independents 4.2%. An addi-
tional 27% went to Ford .Motor

Co. and 49% to General Motors’

Corp., indicating no marked de-
viation from the 1955 model pro-
duction pattern.

The statistical agency said that
Chevrolet, Ford and Plymouth, in
that order, continue to lead in
1955 weekly United States car
output. Within the Independents
the past week American Motors
Corp. volume was divided evenly
between Hudson and Nash, but
Studebaker-Packard Corp. dom-
inated the group’s operations.

Production trends so far in Jan-
uary point to a monthly volume
at the 641,973-unit December level
and a favorable new car inven-
tory situation on Jan. 31 even if
sales fall off from the record De-
cember rate.

Domestic new car sales in De-
cember edged 2% over the 1954
high retailed in June, holding
Dec. 31 inventories fully 30% un-
der the year-ago level.

Heavy Saturday work persists
in the industry, Ford again sched-
uling all of its 16 assembly plants

on the extra day the past week.
Elsewhere, Mercury closed down
its Metuchen, N. J., factory Thurs-

day last, due to an unauthorized '

work stoppage.

According to Secretary of La-
bor Mitchell, housing starts last
year rose to 1,215,000, up 10%
from 1953 and second only to
1950’s record 1,396,000. After a
slow start, home building activi-
ties wound up 1954 with a flour-
ish, Work was begun in Decem-
ber on 91,000 dwelling units—a
new high for the month. The
steadily rising momentum from
mid-summer on was attributed by
the Secretary to the liberalized
loan provisions of the new hous-
ing law.

E. E. Henkle Adds

(Special to Tue FINANCIAL CHroNICLE)
LINCOLN, Neb. — Raymond A.
Monnett is with E. E. Henkle In-
vestment Company, Federal Se-
curities Building. .

With Merrill Lynch Firm
(Special to THe FINaANCIAL CrmoNIcLE)
CINCINNATI, Ohio — Leo F.
Oppenheimer is with Merrill
Lynch, Pierce, Fenner & Beane,
Dixie Terminal Building. .. .

With Slayton & Co. Inc.

MONROE, La.—Elbert H. Mil-

Ier is now connected with Slayton
& Co., Inc.

Steel Output Scheduled This
Week at 82.49% of Capacity .

A strong first half is shaping up
for 1955 in the steel market, says
“Steel,” the weekly magazine of
metalworking, the current week.

Some mills are booked fully for
the first six months on some prod-
ucts, particularly the light, flat-
rolled. Other mills see their first-
half books filling so rapidly they
are telling customers they should
get orders in right away before
all space is gone, it states.

A substantial amount of this
strength comes from the automo-
bile industry which is putting on
a big production push to beat a

Active Tradl'né Markefs in

RESISTOFLEX
STRONG, COBB

—_—

G. C. HAAS & CO0.

Members g
New York Stock Ezchange
American Stock Exchange (Assoc.)

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

BOwling Green 9-7060
Teletype NY 1-2746

possible automotive strike at the

end of May. To meet strength-
ened demand, the steel industry
boosted its ingot production in the
week ended Jan. 16 to 82% of
capacity, a rise of 1.5 points over
the preceding week. A year ago
mills operated at only 74.5% of a
smaller capacity.

By midyear, auto industry re-
quirements may be slackening—
either because of a strike or be-
cause all new-auto needs will be
filled. As the auto industry is
the largest user of steel, a decline
in its ordering would relieve some
of the pressure on the steel in-
dustry. A decline in steel pro-
duction in the middle of the year

would not be unexpected. At the
beginning of the year some an-
alysts said they expected the 1955
steel production trend line to look
like the profile of a saucer. They
thought output would dip during
the summer and rise at the end of

Continued on page 105
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Observations. . .

By A. WILFRED MAY

THAT STOCK MARKET “OUTLOOK”
(For Use January 1, 1956)

Following our custom begun in *

last' .year’s ‘Annual Review and
Outlook .issue, this colummn sub-
mits it observations ¢on the stock
vt market pros-
pects in the

form of factu-

ally citing the

most impor-

tant bullish

and bearish

factors which -

logically
should influ-
ence stock
prices in 1955.

* * *

. BULLISH
FACTORS
(1) The per-
. . manent politi-
cau_y-motlvated guarantee against
major .depression furnished by
both active and stand-by govern-
ment interventionism; currently
highlighted by the currently-pro-
posed $101 billion-highway con-
struction program.

A. Wilfred May

(2) The high level of business’

‘activity, manifested in the' near-
record indices, with the economy’s
appearance of being in a New Era
expansionist period.

(3) The expectation of a further

increase: in ‘new -construction in
1955, with housing  enjoying its
second best year in history with
approximately 1% million units,
and new construction expected to
establish a record at $39% billion
—against $37 billion in 1954.

(4) T{le large pool of consumer
purphasmg power and individual
savings, whose permanence is as-
§ured through the perpetual rise
in wages and the power of labor.

(5) Budgetary inflation, bol-
stered by the ever-continuing Cold
War.

(6) The remarkable increases in
the nation’s population, abetting
the great postwar expansion of the

country’s economy.

(7) The market’s investment sta-
tus, in contrast to the speculative
credit and manipulation attending
former major bull markets. Deal-
ings are practically on a cash basis
with 89% of all securities being
purchased outright.

(8) The secularly rising respect-
ability of and demand for the
American equity share from
abroad as well as here, with con-
stant addenda of regularly-pro-
grammed buyers.

(The presently large propor-
tion of stockholdings occupied
by institutions was, detailed in
this column of Dec, 23.)

(9) The current advantagecus
dividend and earnings yields, as
viewed historically and in their
relation to the probable level of
long-term interest rates.

(10) The restrictive influence of
the tax on capital gains, which
freezes the currently enormous
unrealized appreciation,

BEARISH FACTORS

(1) Un-profitability. of business.
Increasing competition combined
with higher-labor costs have kept
profits way behind increases "in
volume; pre-tax profit margins
falling 25% from 1950-54. Over-
all corporate profits in 1954 de-
clined from 1953; ‘and . per.share
earnings of the stocks in the Dow-
Jones Industrial Average were
less last year- than. in 1950. In
some - industries, -notably the
chemical, despite huge capital ex-
penditures for expansion, income
even before taxes and .deprecia-
tion has not increased at all.

'(2) Likely interruption of the
quiet on -the labor front; as via
violent : agitation, “including the
possibility . of strikes, for a guaran-

‘teed wage.

(3) . Prospective . harder mcney
rates, -apparently ‘already fore-
shadowed by the Federal 'Re-
serve's - open 'market sales of
Treasury . bills, . and hiking of
margin requirements. In any
event, discriminatory credit re-
striction. vs. the ‘stock market
which has no political friends—
in contrast to, say, the mortgage
area.

(4) The high level of private
debt — up 40% since 1950 and
250% since 1945.

(5) Unlikelihood of tax relief;
with the actual reversal thereof in
New York State.

(6) Counter-acting the infla-
tionary influences, the normally
controlling impact of chronic
over-production in most sectors of
American industry. )

(7) Stock prices’ present gener-
ous multiple of earnings, which
earnings are vulnerable in being
derived from a high level of eco-
nomic activity — a situation the
converse of 1949,

(8) General vulnerability of to-
day’s advanced market level. Re-
duced price-earnings and dividend
yields, down 32% and 21% re-
spectively since a year ago, with
many Blue Chips in the strato-
sphere; and the corresponding
enhancement in the relative at-
tractiviness of the take-home pay
from tax-exempt bonds to the
moneyed investor., The po-

14 Wall Street

We take pleasure in announcing

the formation of

THEODORE TSOLAINOS & CO.

© Members New York Stock Exchange

THEODORE P. TSOLAINOS
(Member New York Stock Exchange)

TOMASZ J. MAJEWSKI

DIgby 9-3205

tential disappearance of the capital
gains tax as a deterrent to ligq-
uidation once a major decline has
got ‘under ‘Wway; coupled with
the non-importance of that tax
factor as a profit-taking deterrent
to pension funds, fiduciaries, and
mutual funds.

(9) Wall Street’s present “get-
rich-quick” atmosphere —in con-
trast to the toughness of making
a living elsewhere.

(10) The forthcoming Fulbright
“study”; carrying at least psycho-
logical effects of “authoritative”
undermining of the public’s con-
fidence in the stock market.

" * % »

This observer does not possess
the wisdom to weigh the relative
potency of the above-cited ele-
ments' in affecting 1955 stock
prices; or, in fact, to know whether
they will have any effect at all.
To commentators and the invest-
ment community in ~general he
immodestly ventures to commend
their usefulness in providing for
January, 1956 a supply of ex-
planations from which then can
be selected those to fit the mar-
ket's preceding 1955 behavior.

Palmer, Pollacchi Adds
| (Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass.—Gladys S. Al-
belt has been added to the staff
of Palmer, Pollacchi & Co., 84
State Street.

-Joins H. J. La'nge

(Special to THE FINANCIAL CHRONICLE)

+ST. LOUIS, Mo. — Charles. W. -

St.- Denis has become connected

.with H. J.'Lange & Co., In¢., 314

North Broadway.
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Washington . . .

Behind-the-Scene Interpretations

from the Nation's Capital

WASHINGTON, D. C. — That
f(_)r.thcoming study of the secu-
rities markets will be the prime
Jjob of two men who are steeped
in the scholarly lore of political
science.

The first of these is Chairman
J. William Fulbright (D., Ark.)
of the Senate Banking Commit-
tee, and the second is Robert
Williams, .. just selected to be
Staff. Director .of the Banking
Committee.

While Senator Fulbright was
a law student, he reflects an
interest in the forms of govern-
mentalism. Thus, he led the
inquiry which revealed so many
alleged iniquities on the part of
the old Truman management of
the. Reconstruction Finance
Corp. Mr. Fulbright believed
that the RFC’s mismanagement
was due.to the fact that it was
operated by a bi-partisan board.
He advocated the replacement
of this board by a single Ad-
ministrator,’ a superior form o
rule, in this opinion. .

‘President Truman impatiently
rejected the Arkansas. Senator’s
advice about reconstituting RFC
under a' one-man chieftan.

Thereafter .the Senator con-

ducted his public ‘inquiry and’
tore away enough of the veil
shielding RFC’s operations from

And You

public view, as to convince the
President of the wisdow of the
Senator’s original idea. Mr, Tru-
man capitulated. He reorganized
the RFC so as to place it under
a single Administrator.

Senator Fulbright in his youth
also was a Rhodes scholar. In
this connection, his interest in
the forms of government, influ-
enced by the British example,
led him to make an unique sug-
gestion. When Mr. Truman lost
the 80th Congress to the Re-
publicans, Mr. Fulbright, al-
though a Democrat and fairly
well established as a “liberal,”
nonetheless in a spirit of aca-
demic-motivated self-sacrifice

* proposed. that Mr. Truman ap-

point a Republican to a Cabinet

. post in the line of :succession,

and step down to make the way
for a Republican President.
This, of course, reflected the
British traditional way of oust-
ing a government on the basis
of election of a popularly-
chosen parliament. -

Dislikés Investigations
Senator Fulbright personally
dislikes - investigations. * As the
readers of. the “Chronicle” are
perhaps already aware,the
Arkansas Senator hastens to ex-
Continued on page 128
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b Wheels on Keels

By IRA U. COBLEIGH

Enterprise

Economist

A slight review of progréss in the water transport of‘ freight
carrying rolling stock; and an up-to-_date l_ook at certain com-
panies engaged in expanding this traffic.

Whereas elsewhere in this edi-
tion, the security savants, and the
financial and industrial elite pre-
scnt their informed previews of

1955, this coi- -

umn will be

content to set -

down a few
notes about
what may
turn out to be
a quite impor-
tant industry
—water trans-
port of truck
trailers. The
background is
auite interest-
ing.

We all re-
call the many
ferry lines
tnat cut their steady swaths
across inland waterways carrying
people, cars, and later, trucks.

They made an aquatic bee-line,
saving dozens, and sometimes
hundreds, of road miles. There

Ira U. Cobleigh

were Hudson River ferries, 20 or -

30 of them, scores on the Missis-
&'ppi, Ohio, Missouri, Delaware,
Connecticut and Columbia Rivers;
and many spanning our lakes and
bays. One by one, however, either
because the roads around got bet-
ter, or bridges were built across,

most of these ferries stopped pad-
dling; and many an historic dou-
ble-ender wound up on the Ama-
zon or the Orinoco.

Seatrains, Inc.
Railroad car ferries have seemed
a little more durable. Dozens still
operate in New York Harbor;
there’s a big Great Lakes service
of the Pere Marquette R.R.; and

an extensive coastwise car ferry

service . operated
Lines, Inc.

This Seatrain Lines, Inc., has

by  Seatrain

‘proved that putting wheels on
‘keels is not only sound theoretical

economics, but can pay off at the
dividend window. The company

‘has paid cash dividends since 1941,

the present rate being 50c on the
1,329,146 common shares outstand-
ing. The issue sells at 1215 over
the counter.

Seatrain Lines owns six spe=-

.cially designed ships, each with

four decks, and a 100 freight car
capacity. These craft ply in three
regular round-trip runs, New

York-Savannah, New York-New °

Orleans, and New York-Texas

‘City. Railroad opposition to this

sea run has, from time to time,
been strongly in evidence, but
Seatrain has marched steadily for-
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ward and now
million a year.

But, to revert to highway freight
units — there were some big
changes taking place. Trucks
which had grown from 2 tons to
15 or more still weren't  big
enough, and, further, the idea de-
veloped that it would be handy
not to have to pay a truck driver
when his vehicle was standing by
waiting to load, when he could at
the same time be propelling a
loaded truck over the road. Trus
the freight trailer was born; and
it caught on big. There are over
600,000 such trailers in te U..S.
right now, their numbers are
growing rapidly, and 40,000 must
be proauced each year for re-
placements alone.

But these Lurgeoning trailers,
some of 'em carrying 30 tons and
-almost as big as freight cars, have
in turn created certain problems.
With the truck cabs that pull
them, they cover a lot of road;
long hauls create extra time and
a half pay costs for driver and
‘helper; fog, snow, low visibility;
and slippery roads cause road
hazards and rising insurance rates;
‘while  night driving, with attend-
ant fatigue, increased driving risk
and ‘danger of thefts or hijacking
—all these have created some
pressure for methods of delivering
these trailers without driving
them over the highway. Hence, a
new word in our transportation
vocabulary—*“piggy-back.”

This idea is lots older than peo-
ple think. Actually it started back
in 1879 and, of all places, on the
Long Island Railroad! They ran
'some loaded farm produce wagons
on a ramp up onto flat cars, and
carried them over the rails from
Syosset, Long Island to, I believe,
Long Island City. More recently
1s you know, the idea was further
developed by the New Haven
Railroad, which now carries over
40,000 trailers a year between
New York and Boston; and a
dozen rail lines now offer piggy-
‘back service, using in some cases,
‘he new type specially designed
{lat cars that can carry twc
arailers apiece,

grosses over $12

. Trailerships, Inc.

Waterway trailer transport also
has advanced. For the number of
years Trailerships, Inc. has carried
truck trailers’in a regular service
on the Hudson River between New
York and Albany, N. Y.; there’s :
similar service across Long Islanc
Sound between Orient Point
N. Y., and Saybrook, Conn.; and I
have seen ‘the <quite ambitious
blueprints of trailer-ferries cost-
ing several million dollars each,
designed originally ‘to run be-
tween Los Angeles and San Fran-
cisco. These proposed ships were
laid out to carry several hundred
trailers each trip, and were to be
swiftly convertible to truck ‘or
tank carriers for the military.

Quite recently, the McLean-
Loveland Line of Norfolk, Va..
presented a plan for building and
operating trailerships. to ply be-
tween Norfolk and New York: a
water line between Boston and
New York has been discussed

from time to time, and there is a.

line, I believe, from the West
Coast to Alaska. .
TMT Trailer Ferry, Inc.

While these projects all hold in-
teresting promise, and may well
result in public security flotation,
there’s a sea going company al-
ready in operation that fits in
nicely with today’s discussion. It’s
called TMT Trailer Ferry, Inc.

This company ‘was incorporated
as a merger of three existing com-
panies. The best description of its
activities (and all the information
given here about it) is taken from
a circular dated Dec. 23, 1954 of-
fering its 5% % Convertible De-
bentures due Dec. 15, 1960. The
company makes available “the

through movement-of freight in
loaded highway trailers between
points in the United States and
points in the Caribbean area, in-
cluding Porto Rico.” "Its service in-
volves “(1) the pick up of freight,
in trailers at origin-points, (2)
movement to shipside, (3) place-
ment of loaded trailer on: ocean
vessel, (4) the subsequent ocean
movement, (5) off loading of the
trai'er, (6) movement of trailer to
destination point.”

The rather apparent advantages
of this comprehensive trailer ser-
vices would seem to be speed,
with substantial savings because
goods and merchan“ise need not
be crated and uncrated, and
need not be stored on dock: or
pier where they might be pilfered
or damaged. Further, safe door to
coor transport without rehandling
seems assured.

Subsidiary companies have al-
ready established service between
Porto Rico and Fiorida, and Porto
Rico and New York. The New
York run has been handled py
rental of space on a Liberty ship,
but the Florida-Porto Rica service
is expected shortly to be served
by a converted LST hull, for roll
on, roll off, trailer operations. In
fact, the financing referred to
above, is designed to provide,
among other things, funds for
purchase of this LST, plus 60
trailers and certain terminal
equipment set forth in the descrip-

‘tive circular.

" The prospect: for substantial fu-
ture growth for TMT Trailer
Ferry, Inc. is indicated by ar-
rangements with Allied Van Lines,

Inc. (largest -U. S. motor carrier -

~of household goods) - for move-

ment of household goods between
all points in the U.'S.-and Porto
Rico. Other interesting traffic
would include througin shipment
of frozen foods in refrigerated
trailers (requiring no transfer)
and the handling of heavy ma-
chinery without hazardous over-
side hoisting or expensive crating.

For the investment minded,
TMT Trailer Ferry, Inc. 5l%s are
offered in units, a $1,000 bond
with 100 shares of common for
$1,010; and the debenture itself is
convertible into 400 shares of
common. Assuming the success of
this enterprise, the bondholder
seems to be offered a quite decent
cut at capital gains through the
rather generous conversion -op-
tion. Management of the company
headed by Mr. Eric Rath, Presi~
dent, appears to include men ade-
quately versed in transportation
matters.

This whole business of trailer-
ships -has been widely discussed
and, as -we’ve noted here; there
are-some large scale lines in pros-
pect which seem to be more logi-
cal,, with present highway con-
gestion, and each new raise in the

price of motor transport labor,
Coast-wise, and perhaps on the
Great Lakes, the idea can catch
on; -and" as ‘for- off shore, why not
trailer ships to Europe and South
America? They'd duck -a lot of
stevedore strikes! This program
of wheels has already made a sig-
nificant contribution to the tech-
nique of transportation. It could
become another important

“growth” industry. .
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100,000 Shares

The Toledo Edison Company
' 4:25% Cumulative Preferred Stock '

(Par Value $100 Per Share)

Price $100 pér share

plus accrued dividends from December 1, 1954

Copies of the Prospectus may be oblained from nhy of the

several underwriters only in

Stales in which such under-
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The First Boston Corporation
Blyth & Co., Inc.
-
Horablower & Weeks W, E. Hutton & Co
Paine, Webber, Jackson & Curtis
Ball, Burge & Kraus  Fahey, Clark & Co.
Merill, Turben & Co.
Bosworth, Sullivan & Company, Inc.
Watling, Lerchen & Co.
Field, Richards & Co.
Joseph, Mellen & Miller, Inc.

Seasongood & Mayer

Merrill Lynch, Pierce, Fenner & Beane
" A.G. Becker & Co.

Incorporated

Spencer, Trask & Co.

Stern Brothers & Co.
J. C.Bradford & Co.
Curtiss, House & Co.
. The First Cleveland Corporation
McDonald-Moore & Co.

Collin, Norton & Co.
Smith, Barney & Co.
Central Republic Company
(Incorporated) A
The Ohio Company
- Dean Witter & Co.
Hayden, Miller & Co.

Baxter, Williams & Co,

McDonald & Company
Fulton, Reid & Co.

First of Michigan Corporation
H. L. Fmerson & Cm
Incorporated

Greene & Ladd
Prescott, Shepard & Co., Inc.

Westheimer and Company
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New Issue

$65 200 000

City of New York

2'2% Serial Bonds

Dated January 15, 1955, Due January 15, 1956-80, inclusive. Principal and semi-annual interest (January 15 and July 15) payable in New York City at
the Office of the City Comptroller. Colipon Bonds in denomination of $1,000, convertible into fully registered
'Bonds in denomination of $1,000 or' multiples thereof, but not interchangeable.

Interest Exempt from Federal and New York State Income Taxes under Existing Statutes and Decisions

Legal Investment for Savings Banks and Life Insurance Companies in the State of New York and for
Executors, Administrators, Guardians and others holding Trust Funds for Investment
under the Laws of the State of New York

AMOUNTS, MATURITIES, AND YIELDS OR PRICE

Prices . Yields Prices
Amounts to Yield Amounts Due or Price Amounts Due to Yield

$5,690,000 1.00% $3,590,000 1962  2.10% $3,390,000 1969  2.55%
5,690,000 1.25 3,590,000 1963  2.20 1,240,000 1970 2.60

5,690,000 1.40 3,590,000 1964  2.30 400,000 1971 2.65

3,590,000 1965  2.35
5,690,000 1.60 3.390,000 1966  2.40 400,000 ea. yr. 1972-73 2.70

5,690,000 1.80 3,390,000 1967  2.45 400,000 ea. yr. 1974-76 2.75
3,590,000 2.00 3,390,000 1968 100 (rice) 400,000 ea. yr. 1977-80 2.80

(Accrued interest to be added)

The above Bonds are offered, subject to prior sale before or after appearance of this advertisement, for delivery when, as and
if issued and received by us, and subject to the approval of legality by Messrs, Wood, King & Dawson, Attorneys, New York
City. Interim Bonds of the denomination of $1,000 will be delivered pending the preparation of definitive Coupon Bonds.

The National City Bank of New York First National Bank Bankers Trust Company Guaranty “Tru,st Company of New York

New York

Smith, Barney & Co. The First Boston Corporation Harriman Ripley & Co. Halsey, Stuart & Co. Inc. C. J. Devine & Co.

Incorporated

Salomon Bros. & Hutzler Continental Illinois National Bank Kidder, Peabody & Co. Phelps, Fenn & Co. White, Weld & Co.

and Trust Company of Chicago

The First National Bank of Portland Ladenburg, Thalmann & Co. Mercantile Trust Company Shields & Company

Oregon St. Louis

Stone & Webster Securities Corporation  Ira Haupt & Co. ~ Kean, Taylor & Co. =~ W.H.Morton & Co.  First of Michigan Corporation

Incorporated

Dominick & Dominick  Estabrook & Co.  Geo. B. Gibbons & Company ~Hayden, Stone & Co. Roosevelt & Cross L. F. Rothschild & Co.

Incorporated Incorporated

Clark, Dodge & Co.  Shearson,Hammill&Co. ~ F.S.Smithers&Co. Coffin &Burr R.L.Day&Co. Dick & Merle-Smith  Eldredge & Co.

Incorporated Incorporated

W. E. Hutton & Co.  Laidlaw & Co.  Aubrey G. Lanston & Co.  Lee Higginson Corporation . Manufacturers and Traders Trust Company

Incorporated of Buffalo

Robert Winthrop & Co.  Andrews & Wells, Inc. ~ R. H. Moulton & Company ~ C.F. Childs and Company ~ Tucker, Anthony & Co.

Incorporated

G. H. Walker & Co.  Bacon, Whipple & Co. . The Ohio Company ~ Rand & Co.  Third National Bank  Shelby Cullom Davis & Co.

in Nashville

Fairman, Harris & Company G. C. Haas & Co. Hannahs, Ballin' & Lee Eldridge E. Quinlan Co. Inc. Mackey, Dunn & Co.

Incorporated
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Dealer-Broker Invqstment
Recommendations & Literature

It is understood that the firms mentione‘d wx:ll be pleased
to send interested parties the following literature:

Annual Review and Forecast — Booklet — H. Hentz & Co., 60
Beaver Street, New York 4, N. Y. Also available is an
analysis of Consolidated Raiiroads of Cuba,

Bache Selected List—Brochure of issues which appear attrac-
tive—Bache & Co., 36 Wall Street, New York 5, N. Y.

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

Coexistance and Finance—Armand G. Erpf—Reprint of a talk
before a private group in San Francisco—Carl M. Loeb,
Rhodes & Co., 42 Wall Street, New York 5, N. Y.

Electronics Dollars and Sense—“Highlights No. 20” bulletin—
Troster, Singer & Co., 74 Trinity Place, New York 6, N. Y.

Equipment Trust Certificates—Semi-annual appraisal—Stroud
& Company; Inc., 123 South Broad Street, Philadelphia 9, Pa.
Also available are semi-annual appraisals of City of Phila-
delphia and Philadelphia School District Bonds.

Financial Statistics of the Commonwealth of Massachusetts in-
cluding States, Counties, Cities, Towns and Districts—47th
edition—Tyler & Company, Incorporated, 11 High Street,
Boston 10, Mass, ’

Florida’s Relocation Advantages—Information—Industrial De-
velopment Service, Florida Power & Light Company, P. O.
Box 3100; Miami 32, Fla.

Graphic Stocks—January issue containing over 1001 charts
showing monthly highs, lows, earnings, dividends, capitali-
zations, volume on virtually every active stock listed on New
York and American Stock Exchanges, covering 12 full years
to Jan. 1, 1955—single copy (spiral bound) $10.00—yearly
(6 revised issues) 50.000—F. W. Stephens, 15 William Street,
New York 5, N. Y.

Investments in the Atom Age—Brochure including list of 25
stocks which should benefit—Thomson & McKinnon, 11 Wall
Street, New York 5, N. Y. Also available is a bulletin on
Pullman Inc. and on Automatic Vendors with particular ref-
erence to Automatic Canteen Co. of American, Rowe Corpora-
tion, and ABC Vending Corporation, and an analysis of
American Motors Corporation.

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

Japanese Electric Power Industry—Analysis in “Monthly Stock
Digest”—Nomura Securities Co.; Ltd., 1-1 Chome, Nihon-
bashi-Tori, Chuo-ku, Tokyo, Japan, and 61 Broadway, New
York 6, N. Y.

Market Outlook for 1955—Special report on 85 selected stocks
—as for Letter CF 31—Hornblower & Weeks, 40 Wall Street,
New York 5, N. Y. i

Mr. Winkle Returns—8-minute film presentation of General
Mills’ 1954 Annual Report—Available without charge for
showing before luncheon club, civic, or. other groups—Film
Department, General Mills, Inc., 400 Second Avenue South,
Minneapolis, Minn,

New York City Banks — Preliminary results — Blair & Co.
Incorporated, 44 Wall Street, New York 5, N. Y.

New York City Bank Stocks—Annual comparison and analysis
—Laird, Bissell & Meeds, 120’ Bro‘adway, New York 5, N. Y.

Oklahoma Oil Production—Bulletin—Arthur Davidor, 419 N.W.
47th Street, Oklahoma City, Okla.
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
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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. )

Plant Locations in the Southeast—Details available—Atlantic
Coast Line Railroad, R. P. Jobb, Asst. V.-P., Wilmington,
N. C.

Positive Investment Policy for 1955—Study—Dean Witter &
Co., 14 Wall Street, New York 5, N. Y.

Products and Processes—Booklet M describing the useful prod-
ucts of research—Union Carbide and Carbon Corporation,
30 East 42nd Street, New York 17, N. Y.

Ratings for Ohio Municipal Bonds—Pamphlet—J. A. White &
Company, Union Central Building, Cincinnati 2, Ohio.

Securities Outlook for the Investors and Businuess Executive—
Assesses prospects, with list of investment possibilities—
G. H. Walker & Co., 1 Wall Street, New York 5, N. Y.

Stock Market Analysis — Facts and Principles — George A.
Chestnutt, Jr.—booklet plus next three weeks of American
Investors Service Market Analysis Reports—$1.00—Ask for
CC-101, American Investors Service, Larchmont, N. Y.

Tollroads, Railroads and Piggyback Operations — Broc_hure —
John Nuveen & Co., 135 South La Salle Street, Chicago 3,
111,

Turnpike Bonds—Market guide and reference card—Tripp &
Co., Inc,, 40 Wall Street, New York 5, N. Y.

What Atomic Energy Is and How It Is Applied—4-color sheet
with listing of 100 atomic stocks—Atomic Development Se-
curities Co., 1033 Thirtieth Street, N. W., Washington 7,
D, C;

* * *

Air Products—Analysis—Walston & Co., 120 Broadway, New
York 5, N. Y. Also available are bulletins on American
Enka, Bowater Paper Corp., Fireman’s Fund Insurance,
Rochester Telephone and Suburban Propane Gas Corp.

Arkansas Western Gas Company—Analysis—Ira Haupt & Co.,
111 Broadway, New York 6, N. Y.

British Columbia Forest Products Limited—Current report—
W. C. Pitfield & Co., Inc., 30 Broad St., New York 4, N, Y.

Cerro de Pasco Corporation—Analysis—G. H. Walker & Co.,
1 Wall Street, New York 5, N. Y.

Chemical Enterprises, Inc.—Data—Aetna Securities Corpora-
tion, 111 Broadway, New York 6, N. Y. Also available is
information on Oxford Electric Corporation.

Chicago Pneumatic Tool Co.—Bulletin—H. Hentz & Co., 60
Beaver Street, New York 4, N. Y. Also available is an an-
alysis of Anheuser-Busch, Inc.

Cincinnati Milling Machine Co.—40-page book highlighting the

company’s facilities and engineering developments—Cincin~

nati Milling Machine Co., Cincinnati 9, Ohio.

Colorado Interstate. Gas Company—Analysis—New York Han-

seatic Corporation, 120 Broadway, New York 5, N. Y.

Columbus and Southern Ohio Electric Company — Bulletin —
John F. Falvey, 25 Broad Street, New York 4, N. Y.

Crossett Company — Analysis — La Salle Securities Co., 208
South La Salle Street, Chicago 4, Il

- Continued on page 114

For Financial Institutions—

® Dependable trading markets on 385 Over-the-Counter Securities
® Nationwide coverage through private wires to—

Glore, Forgan & Co.
Gottron, Russell & Co.
Dallas Union Securities Company
Detroit. i i i i e e Baker, Simonds & Co.
Hartford Coburn and Middlebrook Inc.
Harbison & Henderson
H. A. Riecke & Co. Inc.
Arthurs, Lestrange & Co.
Fusz-Schmelzle & Co.

TROSTER, SINGER & CO.

Members: N. Y. Security Dealers Association
74 Trinity Place, New York 6, N. Y.
Through The Years — Dependable

HA 2-2400 NY 1-376

We Offer a
COMPREHENSIVE INVESTMENT
AND
DEALER SERVICE
in
ALL CLASSES OF BONDS AND STOCKS
‘ Jincluding
PUBLIC UTILITY—RAILROAD—INDUSTRIAL

FOREIGN ISSUES

We Are Particularly Aljllpled to Service Firms
With Retail Distribution

Your Inquiries Solicited

P. F. FOX & CO.

120 BROADWAY, NEW YORK 5, N. Y.

Telephone

Teletypes
REctor 2-7760

NY 1-944 & NY 1-945

Northeastern Steel
‘Securities Offered

Estabrook & Co. heads a group
of 25 investment bankers offering
for public sale today (Jan. 20) a
new issue by Northeastern Steel,
Corp., a company formed in De-
cember, 1954 to provide New Eng-
land with a steel mill suited to
the needs of the area. The issue
consists of $4,600,000 of 6% sub-
ordinated debentures, series A,
due Feb. 1, 1975; 920,000 shares of
common stock, par value $1 per
share; and common stock pur-
chase warrants for 276,000 shares
of common stock.

These securities will be offered
in 92,000 units, each unit includ-
ing a $50 registered debenture, 10
shares of common stock and an
eight-year warrant to purchase
three shares of common stock at
$8.3314 per share payable in cash
or debentures at par. The price to
the public will be $100 per unit
for a total of $9,200,000.

Net proceeds will be used, with
the proceeds from a private sale
of $6,000,000 first mortgage 4% %
bonds due Feb. 1, 1970, for ex-
penditures in expanding the hot
rolled stzel strip mill of The
Stanley Works at Bridgeport,
Conn., and for general corporate
purposes including paying off
short-term loans borrowed in ac-
quiring the plant.

The new company will increase
the capacity of the Bridgeport
plant from 188,000 tons of ingots
to 300,000 tons a year and will
diversify products to include pro-
duction of carbon and alloy bars.
Modern electric furnaces will be
used and no blast furnace will be
required since the company will
use scrap instead of iron ore as
its chief raw material.

Contemplated construction is
estimated to cost $9,124,000 and is
expected to'take 12 to 18 months
during which time the company
will continue to operate its open
hearth furnaces and strip.mill.

Dealers in

REAL ESTATE

" MORTGAGES — BONDS
UNLISTED SECURITIES

C. H. TIPTON

SECURITIES CORP.

Members N. Y. Security Dealers Ass'n

111 Broadway, New York 6, N. Y.
Telephone WQrth 2-0510

- BONDS

Legal for Savings Banks
and Trust Funds in
New York

To Yield Over 109,

Security Adjustment Corp.

TRiangle 5-5055 Established 1935 |
16 Court Street, Brooklyn, New York City

We Buy and Sell All Securities

Nomura Securities

 DEPENDABLE MARKETS

Co., Ttd.

Member N.AS.D
Broker and Dealer

Material and Consultation
on ,
Japanese Stocks and Bonds
without obligation

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

DEMPSEY-TEGELER & CO0.
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By HARLOW H. CURTICE*

‘Facing the Future With Confidence

_President qt General Motors

Predicting the national economy will reach a new peak in 1955,
‘with -automobile sales the “highest in our history,” head of
leading auto producer predicts an aggregate output of 7,600,
000 cars and trucks.. Describes General Motors expansion
policy to keep-pace with growing consumer demands. Strongly
endorses - Administration’s: $160°. billion -highway program,
which; he stated, will provide-transportation facilities to match
the heavy capital investments made by industry.

-- At 'this time last year; a- great despite a'30% decline in ' defense

many: - people - were. pessimistic

about: the business outloek: I' did'

not: share ‘that
you will recall
amy - statement - -
that there was
no- depression
in my vision. I
made three
specific  fore- -
casts:

‘First, that
the auto-
mobile indus- -
try would
‘produce in the
areaof six,
million, 300
thousand pas-
senger cars
and trucks for
the domestic market and a total
of seven million including Canada
and -overseas shipments:

Second, that General’ Motors
volume of ‘sales’ in: physical and
-dollar terms would not be far
§gor;1 the high level attained in
‘1953.

Third, I predicted a continuing
high level of employment, con-
sumer expenditures, housing starts
and capital investment by indus-
try and a gross.national product
not far from the high level of
1953. :

A brief review of what hap-
‘pened‘in 1954 would seem to be in
order. ’

Once again the automobile in-
dustry demonstrated its un-
matched vitality and power to
spark the nation’s economy.

The industry produced and the
domestic market absorbed 6 mil-
lion; 200 thousand units last year.
Ineluding Canada and -overseas
shipments, industry sales totaled
6 million, 950 thousand units.

Sales of General Motors: cars
and- trucks in- tHe United States
and’ Canada, including overseas
shipments, totaled- 3~ million; 450
thousand units. This compares
with 3 million, 496 thousand in
1953 and makes 1954 our third
best year. However; in passenger
car sales 1954 was our. second
best year, exceeded only by 1950.
Measured in dollars, General

. Motors sales within 2% of 1953

_feeling: Perhaps

Harlow H. Curtice

*An address -by Mr. Curtice at the
| GM Motorama. of 1955- Luncheon. for
Business Leaders N. Y. City, Jan. 17, 1955.

deliveries. Defense products repre-
sented 14% of' total dollar sales,
as against’ 19% in 1953.

1954 A Highly Competitive Year

Nineteen fifty-four was a highly
competitive year in the automo-
bile industry. It was the first full
year - since '1940 in which the
normal competitive forces of the
market exerted themselves,

Unfortunately, - bootlegging,
which is the wholesaling of new
cars by enfranchised dealers to
used-car lots and other wun-
authorized - outlets, was wide-
spread. It had a demoralizing ef-
fect on. the retail price structure
—as did the pressures created by
the disposal of slow-moving mer-
chandise. These factors adversely
affected the - earnings -of en-
franchised dealers. Despite . this,
dealers handling General Motors
products enjoyed another profit-
able year.

keep - the “economy ,strong.. and
wiriler: =00 L Yol s :
- Naturally, I am pleased that the
1954 results have confirmed my

. estimates. Probably it ‘would_ be

better for me if I did not risk
further my amateur standing as
a business prophet. - %
However, I think all of us are
interested in the future. We should
be because, as. my good friend, Mr,
Kettering, puts it, that-is- where
we are going to spend the rest of
our lives. So; once again I shall
disecuss the prospects for the year
ahead as’ I seethem.
_ 1. suspect it' will come as no
surprise to. you that -I am: opti-
‘mistic about business generally in
1955. Here are the reasons:

Elements-of Strength in thie
Economy

- The elements of strength in the

‘economy are-more discernible to--

day than they were in January,
1954. * :

Of greatest importance is the
"widespread public confidence,
which is in sharp contrast to the
caution that prevailed a year ago.

I believe a high level of em-
ployment will be maintained in
1955. The work week should be

somewhat  longer  than.in' 1954:;
Personal - incomes will riseé, and
consumer disposable incomes, will
be at record levels. With “con-'
fidence prevailing, consumer,
spending- - will be substantially
higher than last year. )

Capital expenditures by busi-
ness should hold at the near-
record level of 1954. The need for
modernization and expansion is
urgent and_continuing.

The construction industry is ex-
pected: to better even its amazing -
record of 1954; Housing- starts
should exceed 1 million, 200
thousand. More schools, hospitals
and-other public buildings, as well:
as many private projects, will be
built,

Highway expenditures in 1954
have reached a total of about $6
billion. Estimates indicate that
this year they will reach about
$7 billion. This represents prog-
ress, but a realistic 'appraisal
shows that' we are moving ahead
much too slowly.” The best au-
thorities agree that we must invest
at least $10 billion a year for the
next 10 years to get the safe and
efficient ' highways ' this . country
needs.

While the prosperity of the

(265)" 9-

nation  is not dependent on- war

or. defense ‘expenditures; there ig™’ -

no- indication . that. such expendi-
tures will recede from the level of
about $40 billion currently re-
quired for the security of our
nation. :

Other expenditures by the Fed-
eral Government will continue to
be substantial, although we have
every reason to anticipate a de=
cline from the present high level,
In the event of such a decline,
there should be a corresponding
reduction in the tax burden..This
in turn - will release -additional
funds for consumer and corporate
spending. ]

A world-wide strengthening: of
national '~ economies is . clearly
evident. I was greatly impressed
with the economic recovery  of
England and six European coun-
tries which I visited last Fall.-To.
cite one example, automobile pro+’
duction abroad has reached an
all-time high. Our three overseas
manufacturing operations in Eng-
land, Germany and Australia pro-
duced 353 thousand units last
year, an increase of 36% over
1953. The increasing productivity
and prosperity of the free world

Continued on page 111

'This advertisement is not an offer to sell or a solicitation of an ofier to buy these securities.
The offering is made only by the Prospectus.
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The national economy demon-"

strated far more underlying
vitality than many forecasters had
believed possible a year ago. In-
flation in consumers’ prices was

- $25,000,000

New England Power Company

halted; inventory adjustments was

accomplished, and a sound and
orderly transition was made from
a part war to a peacetime econ-
moy. American industry main-
tained a high level of activity
without artificial government
stimulus.

Most elements of our economy
showed surprising strength, The
construction industry, both pub-
lic and private, established a new
record. Housing starts, for ex-
ample, were 10% above my own

forecast last January, which was.

eonsidered by many as extremely
optimistic.

Capital expenditures by all in-
dustry reached. a total of $27 bil-
lion, a near record figure.

Consumer disposable  income
was at’ a record level, and total
consumer spending rose through-
out the year. Employment re-
mained high. i

While the final figure is not
yet available, it is estimated that
the gross national . product for
1954 was the highest for any
peacetime year and within 2% of
the 1953 all-time record.

This demonstrates conclusively
that American industry has the
capacity and the leadership to
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‘What Converlibility

Means to Business

By DONALD F. HEATHERINGTON*
National Foreign Trade Council
Foreign trade expert, after defining -currsacy convertibility
and the concept of business,” with, its-diverse activities, dis-
cusses relationships of foreign trade to convertibility. Says
convertibility is essential to a free market economy, which
comprises: (1) freedom to locate potential buyers; (2) free-
dom of choice for the customer; (3) opportunity to compete;
(4) the right to deliver merchandise without hindrance, and
(5) the right to transfer proceeds of sale and receive pay-
ment in the currency agreed. Points out convertibility requires
a full-fledged, functioning exchange market. Stresses impor-

The Commercial ).md Financial Chronicle. .. Thursday, January.20,:1955

nomic. forces. Small wonder if the

. businessman -and the lay  public

tance of maintaining as well as fixing convertibility.

Granted that convertibility is a
vital and timely topic, it is doubt«
ful whether there is anything
fresh or new to be said of major

consequence
about the re-
quirements
and the impli-
cations of
convertibility
per se. On the
other hand, 1
believe that
there is a
great deal to
be said pub-
licly concern-
ing the role
and opinions
of business,
here angd
D, F. Heatherington gbroad, with
respect to both policies and ac-

tions. There is a definite gap to
*An address by Mr. Heatherington at

the Annual Meeting of the American Fi-
mance Association, Detroit, Mich,

be filled: there are, unhappily,
misunderstandings in both direc-
tions to be corrected.

On reflection it sometimes seems
as though we had been discussing
the prospects and prerequisites of
convertibility from the beginning
of time, and—what is more—in
repeating circles. The imminence
of convertibility has been her-
alded so often that the- average
man certainly may be excused if
he has become a bit cynical about
the whole idea. Actually, converti-
bility alone hardly is worth the
inordinate amount of attention it
has received. But convertibility
has become something more. It
has become in a sense not only a
shining symbol, but also a con-
venient peg on which to hang
views and recommendations re-
garding a variety of truly funda-
mental matters. The inevitable

result has been to confuse cause
and effect, proposals and deci-
sions, political choices and eco-
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are perplexed as they try to fath-

om the merits of conflicting argu-

ments and" assertions, . . ’

I

Concepts of Business

What convertibility - means to
business is essentially, if not
wholly, ‘a‘ matter of “practical”
interpretation, an- assessment of
views and an appraisal of effects,
Perhaps the best way to proczed
is by taking a look at the terms
themselves.

In the broadest, most general
sense, business is thought of as
embracing nothing less than the
complete process of production
and exchange, and as being meas-
ured quantitatively by the total
amount of all transfer transactions
occurring during a prescribed time
period. More narrowly, business
also is regarded — perhaps with
greater frequency — as identified
with or denominating a specific
sector of the economy, usually that
portion concerned directly and
primarily with manufacture and
distribution, i.e. industry and
trade. This concept,
may be widened to permit inclu-
sion of closely related and ancil-

lary services, such asfinance, irisur- -

ance and transportation. From still
another angle, business is at times
visualized as an institutionalized
grouping of firms and/or persons
engaged in the indicated branches
of activity, and sharing a common
approach and outlook. Where in-
dividuals are thus involved, busi~
ness becomes virtually synony-
mous with management, and the
business view is the managerial
view. There are other concepts of
business, but these are the three
of immediate, pertinent import.
Whatever the formal concept,
business far from being indivisi-
ble and homogeneous .is vastly di-
verse in interests, attitudes and
scope of activity. The uniformity
and identity attributed are largely

illusory. A distinction must be’

made between business which is
essentially local or national in
character and business which is
international, since the problems
met and the personalities involved
are decidedly different. The pre-
cepts and practices valid for the
one type may not prove to be so
for the other. Nor are the di-
vergencies confined to:those
created by the factor of geography.
They exist even as between firms:
in the same area or field of en-
deavor, and to a lesser extent may
be found within the single firm.

These comments may sound ele-
mental. They underline, never-

. theless, the fact that convertibil-

ity’s meaning for business must
be read in a plural or multiple
sense. In addition, they go far
toward explaining certain incon-.
sistencies and contradictions of
which business as a whole has
been accused, but which more
properly should be ascribed to
difference between particular
parts. Finally, they provide a
schematic backdrop against which
to trace the varied implications of
convertibility.
o

Convertibility and Foreign Trade

We know from observed experi-
ence that the degree of interest
in and understanding of any évent
tends to recede the farther re-
moved: one is from the scene of
action, It is not surprising, there-

fore, that among business :groups.:

it should be the foreign: trader

and investor who has demon- -

strated the ' greatest consistent

-awareness. of what -convertibility.
‘involves. Foreign trade, in'fact,

is by nature the first sector of the

- economy. to feel the impact of a

change in the international en-
vironment, and has the most to

lose should the trend be adverse.

Here, as a parenthesis, it should
be understood that “foreign trade”
comprehends more than merchan-
dise exports and imports. “Foreign

Outlook for 1955, I shall cover

A Summarized Investment
Ouilook for 1955

By THOMAS F. STALEY

Partner; Reynolds & Co., New York City
Members of the New York Stock Exchange

Mr. Staley maintains security prices on a broad front have a

sound footing and there will be an end of publicising so

strongly the “average” stock prices, and more emphasis placed

on individual values. Sees too much misunderstanding arising
from the over-publicised market of 1954.

In discussing the Investment

what I consider to be two sig-

achived by a combination of gov-
ernment and business in turning
the recession that threatened 1954

‘second,
-outlook for

nificant phases: first, the outlook
tor security .
prices and,
the,

the invest-
ment business.

As we turn
from 1954 to

-1955, optimism

can be felt in
most areas,

moreover, . Impressive

spokesmerl for

‘the business '

comm-unity -
have predict-'

ed that 1955,

in magt renna-

nized indices, will surpass the
year just past. It seems probable
that these predictions are based
upon three major factors:

(1)- The outstanding success

Thomas F. Staley

into the prosperity which beckons
1955. R P
" '(2) The favorable prospects for
:such key and basic industries as
.steel, automobile. and construction.
(3) The government’s announced
,billion dollar program of new
highway construction—a step nec-
essary to fill a serious nationwide
‘need but, at the same time, a
{force of great importance to the
overall economy. y

It is common knowledge tha
‘the stock market of 1954 was a
rampant bull. This fact regularly
!made front pages, a development
normally calling for caution. The
government’s views in this regard
were made equally obvious by the
recent increase from 50% to 60%
in margin requirements, an in-
crease which, while it had little
bearing on any over-extension of
credit, was, nevertheless, an indi-
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cation that speculation‘ was mnot
to carry to excess.

It is my feeling that security .
prices in 1954, at long last, began
to reflect the tremendous strides
this nation’s economy has taken
since the conclusion of World War
II. It is also my contention that
too much of the market is meas-
ured in terms of “averages” which
often represéent too small a sec-
tion of the total market. .

I feel that security prices on a
broad front stand on sound foot-
ing at this time from an economic
standpoint ‘and that value will
continue- to ‘be recognized' in' the
security .markets. .

To sum-up .specifically, security
prices in 1955, in my opinion, will
cease to emphasize so strongly the -
“average” stocks and will concen-
trate importantly -on- individual
values wherever available.

I would  like ‘to- discuss for a
moment the -outlook. for the. in-
vestment business. - A great deal of
' misunderstanding can arise' from

- ** the -over- publicized’ market of

1954. For more than-20 years the
securities business.was a favorite
whipping boy. The ogres ¢on-
jured up by events. in 1929 and
the change of political philosophy
which came in 1933 are primarily
responsible. However. let us not
forget that the securities business
is one of the- most.basic to the
health and well being of a. free
economy.

Since the 1930’s, because of the
increased ' tax level plus factors
-entioned above, the activity in
the. securities business has failed
by a wide margin to keep pace
with almost every major index of
our economic' progress. It is my
view, therefore, that 1954 and the
volume widely discussed as the
busiest since 1953 was long over-
due and that just as our nation
today can proudly point to gen-
, erations'of new home owners, life
- insurance policyholders and two-
car families, so will we, in the
future, point with pride to a vast
increase in the number-of share-
holders -and :the attendant over-

‘all 'volume insecurities. transac= -

tions. )
. To digress.for ,a .moment from.:

the listed markets into the most

basic function of the investment
business, namely, that of supply-
ing capital to industry. One prod-
uct of the comparatively unreal-
istic level of security prices pre-
vailing since World War II has
been the continual resort by cor-

corporations to the debt method |

for raising new. capital. The de-
sirability of such action is ques-
tionable, particularly since it does

not necessarily ‘serve to spread -
the ownership of American indus-

try, However, it is my feeling
that, as a.result of present recog-
nition of a 'more realistic value of
securities, as indicated in their:
market prices, equity floatations
will come-back /into their ewn as
the corporate’ means for raising
capital. I .point to the ‘proposed

General Motors offering ‘of $323,- -

000,000 of its common stock as. the

first, outstanding example: of this.

trend. .
"In- closing, I wish to reiterate.
two main points: 3 "y

(1) It is my contention that
security prices have, at long-last,
assumed a realistig relationship to
basic economic values and - that
individual relationships to cor-
porate developments will continue
to be the dominant market factor
in 1955; and

(2) It is my firm belief that
the securities industry, no longer
a whipping boy, can assume in
1955 and beyond, its very impor-
tant function by broadening. the
ownership of American industry
and providing that same industry
with the funds vitally needed to
continue progress.
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How Free Is. Free Enterprise: A
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International Banking Session in
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Joins Baxter, Williams
(Special to THE FINANCIAL' CHRONICLE)
"CLEVELAND, ‘Ohio—Francis J.
Crowley is associated with Bax-
ter, Williams & Co., Union Com-

merce Building.
- Joins Beer Co. Staff
. (Special to Tre Fm’mcm. Ganouxcns)
ATLANTA, Ga.~— Perry H.
Ginsberg "has been added to the

f

staff of Beer & Company,. Trust:

Company of Georgia Building.
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Cabell Hopkins Adds .
(speclgl to THE FINANCIAL CHRONICLE)
COLUMBUS, Ga.-— Thomas P.
Molloy has joined the staff of ‘Ca-
bell Hopkins & Co., Columpus
Bank & Trust Building.

Now With Goodbody Co.
(Special to THE FINANCIAL CHRONICLE) R
CHICAG O, Ill. — William Tt
Cohen is . now- connected with
Goodbody & 'Co, 1 North »Lat
Salle Street.

Reynolds Adds to Staff

(Special to TRE FINANCIAL CHRONICLE) .
CHICAGO, TI.—Thomas J. Ni-
hill, Jr., has been added to“the
staff of Reynolds & Co., 39 South

La Salle Street.
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“THE MARKET

LANDYOU

By WALLACE STREETE

—

Stocks .reached new lows
for the reactionary movement
this week which, with the
weakness in Treasury bonds
under judicious prodding by
the Federal Reserve, kept
many observers: cautious and
left to the market itself the
task of indicating what comes
next.

IR T P

From a technical stand-
point the reaction is still well
within the bounds of a normal
correction of the spirited ad-
vance that started early in
November. A growing body
of opinion has settled on the
area around 375 as the bottom
Jimit unless the reaction is to
be more extensive than cur-
rently expected. The big un-
known is how far monetary
policies are going to tame the
market with the psychological
effects of a Congressional
investigation ‘also to be

weighed. From the stand-
point of timing,/the concensus
is that a trading range could
exist for anything from .three
to as much as six months
without altering anything

basic.
* * *

Liquidation Less Urgent

Selling, shows signs  of
abating somewhat in urgency.
The Jan. 5 setback was on a
volume of 4,640,000 shares
while this week’s slump,
which did approximately the
same damage to the averages,
brought out only 3,360,000
shares. Nearly 1,000 issues
lost. ground .in the earlier
downturn which was whittled
to 949 losers in this week’s
harsh handling. The dour note
was that the latest upset car-
ried industrials three points
lower than the previous low
for the year with the rail

This advertisement is not, and is under no circumstances to be construed as
an offering of these securities for sale or a solicitation of an offer to
buy any of such securities, The offering is made only by the Prospectus.

350,000 Shares

1

The Commercial and Financial Chronicle . . . Thursday, January 20, 1955

“

average’s new bottom repre-
senting. . a smaller retrace-

. ment, .

* * *

As had been widely ex-
pected, the market uneasiness
found especially vulnerable
the blue chips that have car-
ried the bull movement so far

for so long. Bethlehem Steel,

Johns-Manville, Westing-
house, General Electric, U. S.
Steel, .United Aircraft, Good-
year, General Motors,
Allied Chemical and DuPont
— the ‘“Average” stocks —
were . all. prominent. on.the
losing side‘'with losses of two
to five points when the going
was rough. Among the rails,
Rock Island, Santa Fe, Union
Pacific, Coast Line and Il-
linois .Central were similarly
hard-hit among the index
carriers. : :
' * *

Apart from the components
of the averages, there was
some damage sprinkled
through even the more buoy-
ant groups. Cement shares,
for instance,- have been in
independent demand through
previous storms, but in this
week’s selling some of the
losses were sizable ranging to
more than three points in
Lone Star Cement. But this
issue’s loss proved to be only

, momentary and it rebounded

Consolidated Diesel Electric Corporation

Common Stock

Price $4.00 per share

Copies of the Prospectus may be obtained from the undersigned only
in those States in which the undersigned may legally offer these securi-
ties in compliance with the securilies laws of the respective States.

Van Alstyne, Noel &

January 19, 1955

Co.
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" well once the selling subsided.

* * *
Split-Conscious Aircrafts
Strong

Aircrafts were among the
first to meet support with the
Chinese warfare furnishing a

ready excuse.” Douglas, which -
has had an-erratic time of ‘it
recently, was able to put on
some soaring exhibitions by
spurting ‘a handful of. points
at a time with the added help
of speculation over another
possible split. This is expeeted
in face of the part- that the
issue was divided on a 2-for-1
basis as recently as last
Spring after a similar split-up
in 1951. In the steck split
category Douglas cedes little
to any of the other split-
conscious issues.
The plane makers shared
their popularity with General
Dynamics, “which acted as a
star performer on at least one
multi-point - sprint ~ as the
atomic' submarine it built
proved that atomic  energy
could be applied to ‘propul-
sion. ’
* * *

The ‘Erratic Oils

Oils have held to an essen-
tially erratic course with a
few sprinters around now and
then on specific develop-
ments. Mid-Continent Petro-
leum was a bit hard hit when
it was disclosed that a merger
with Sunray Oil was being
discussed but Sunray - was
able to breast the selling of
this week with a modest gain.
Texas Pacific Coal & Oil,
which ' featured in one un-
usual trade of 40,000 shares,
recovered. . from rather per-
sistent.heaviness later and in
a couple of trading hours
rolled up a gain of about a
handful of points, which isn’t

the narmal - course ‘of- this is- -
sue. On the other side of the
picture, Houston Oil was
rather prominent on the soft
side and Standard Oil ‘of Jer-
sey was also sold dewn ‘a bit
easily at times.

¢ * * *

Rails, which tipped off the
latest decline when they. re-
fused to penetrate -their pre-
vious high by a slim margin
last week, were inclined to
lag although on strength a
fair sprinkling of gains of a
point to two were spotted
through the group. Missouri
Pacific*and Union' - Pacifie
were the better acting issues.
New York Central continued
to coast for the most, with
the spirited buying in the is-
sue - at least temporarily
halted. New Haven fluttered
downward without any great
damage and Baltimore & Ohio
also seemed out of favor at
least for the present.

* %

The  electrical equipment
shares were far from dis-
tinguished, swaying with the
varying currents elsewhere
for a pattern that was mostly

*®

‘baeking ~and- filling! ** They

proved a bit more vulnerable
to the selling than the' list
generally and showed' slow
recovery powers. Neverthe-
less, since no important
ground was lost and they re-
mained within easy reach of
the highs, they could-best be
described ' as - in a° trading
range.

* *

American Telephone has

Tk
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Used in hundreds of industries
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cases, film reels, beer and soft drink cases and later a big diversity of products from omdoor .
furniture to automotive parts.

P:iberg]ass cannot rust, is corrosion-proef and fungus proof. U. S. Fiberglass reinforced plas-

tics are about 3 times stronger than structural steel: Wonderful for hoat hulls, auto bodies,

aircraft, building materials, etc.

~® WE GIVE—U. S Fiberglass” a “BUY NOW? rating at the low price of $21%4 a share—as a
. fast growth situation in the new and rapidly expanding fiberglass indusiry.

80.Wall St., New York

“Where Growth Stocks Originate”

BOwling Green 9-5240

Send me new report oh U. S. Fiberglass Industrial Plastics, Inc.

Address __-

- (Please print clearly)

City.
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been following an‘independent.
course for the
agnly - mildly nicked by this
weeks selling pressure. The
issue subsequently turned
around': and
strength: after having been in
somethmg of a downdrift ever
since its last ex-dividend date.
The speculation over whether
this year’s financing will take
the. form of straight debt of
convertible issues, plus re-
vival of the age-old stock split
rumor — this time-by a re-
sponsible - house :all eontrib-

uted to a cautious an‘ around’

it.

£ . %

e & | )
S 0 M NS, O . Rl LR T
af e i i -t fix f

,+i... Chemicals’ Listless; e
The chemicals have:shown

ost-and was.

showed . mild.

its new hlgh is® the best price- -

in hlstory for 1t
* -

[The views. expressed in this

article do mot mecessarily at any

time coincide’ with those of the

Chronicle. - They are presented as

those of the author only.]l. -

Meek in Charge of

Harris, Upham Branch

little sustained ‘strength. and :
have' gone through:the mo- '/ -
‘tions with. the bulk of the list, :

but without.any real convie-

tion. Allied Chemical and du-

Pont: have been. a bit" more-

prominent:on the-losing 'side

* than on.strength. when. that.
was the dire¢tion of the.mar- -
ket: The others in'the group-

. supervise™ the axlstmg mxdtown i
L oﬂ'lce at 604 Fifth ‘Avenue. .

:Two With Scherck Rlchter
Uhhtles have the dlstmc-, _

tion of.being the only: group- -

weren't’ too- far. out” of step
thh thls pattern exther

*® * %

that ‘was able to post a‘peak

higher (than the :year’s: ex-:

uberant. first- day .of trading,
but . it  didn’t seem to mean
much 'to the group or the

market generally, and their.

performance was- somewhat
drab,: Only the high-priced
Peoples Gas - furnished ‘any-
thing in the way of wide
movements, w it h these
largely meaningless.

* * *

A bit of anticipation was a
sudden breakout on strength
in Keystone Steel right in the
middle of a generally soft
tone. It made a new high on
a rather fat one-day gain, but
subsided when the dividend
was increased 10 cents. The
issue has been in something
of a trading hiatus in recent

years, holding in a narrow
range of two to four points
most years since it was split
3-for-1 in 1948. Nevertheless

y .+ ... Thomas B, Meek-

’ Temas" B. Meek Manager ‘of

Mldtown Offices. for Harris, Up-’

‘Ham: & Co., members of ‘tne New

York Sto’ck.Excha'nge, will ‘be i

charge of the new’ Harris=Upham: |
office ‘opened Jan: 19 at 99 Park "

‘Avenue: --He _will / .continue .to

" (Special “to “THE FiNANCIAL: Cx_ncmxcu:)

*ST::LOUIS,.Mo: — Vernon' W.

320 North
Midwest Stock Exchange

Chicago Analysts to. Hear

- CHICAGO, :Ill. —‘Charles: H.
Percy, ‘President .of. the Bell &

-Howell Company, will address the

luncheon of the Investment .Ana-
lysts Society of Chicago at the
Georgian Room, Carson Pirie
Scott & Co., Jan. 27.

The President of Hooker Elec-
tro-Chemical Company will  be
speaker at the Feb. 10 meeting.

Joins H. C. Wainwright
(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass.— Raymond C.
Swanberg is with H. C. Wainright
& Co., 60 State Street, members
of the New York and Boston
Stock Exchanges.

With State Bond & Mtg.
(Special to THeE FINANCIAL CHRONICLE)
NEW ULM, Minn. — Orn W.
Hier is now with State Bond &
Mortgage Co., 28 North Minnesota
Street.

J0-

Bay City, Flint, Grand Rapids,

Caracas,

Fiknestock ¥ C.
Cotablihed 1881
Jémz..ut/ WJVMé’MMmMM*
B2
Stocks *+ Bonds *

N7

5 Broadea, Noaw Dok 6, N
Dockefollen Playa, Nbes Bonk 20, N Y
. 1904 Dicane Sboct, Neww York: 13, N WY

Illinois, Chicago, - Dixon, Kankakee -«
Bethlehem -» Connecticut, Hartford, Danbury, Meriden, New Haven,
Torrington, Waterbury » Indiana, Kentland » ‘Michigan, Battle Creek,
Kalamazoo
Ohio, _Toledo ¢ Tennessee; Memphis (Cotton) » London, England

Commodities

Pennsylvania, Philadclphia,

e -Wisconsin, Madison

2 turb my ,
:oilrin ustry; because; : insofar. as
Brown'-and 'Richard B. Rosenthal’
“have joined-the staff of Scherck,
‘Richter. Company,
‘Fourth’ -Street, - members -of the

.‘The Commercial and Financial Chronicle

Canada s 0il Picture

" By'J. GERALD GODSOE*
"* Vice-President, The British American Oil Company, Ltd.

After commenting on questions raised because of the intro-
. duction of new forms of energy, Canadian oil executive traces,,
_ briefly growth of Canada’s petroleum. industry. Says -the
. smooth transition to Canadian operation of the oil industry

has been due: First, to the favorable political climate, and

secondly, to the presence in western Canada of one of the
- world’s greatest oil bearing regions. Describes oil exploration
activity in Canada, and points out Canada is not only becoming

. self-sufficient in oil, but requires new markets for its products.

The energy sources of Canada

‘are vast and varied, and giant

new sources before long will be
tapped to brmg us still greater
) ) wonders. The
demands 01
.our ‘expanding
.-economy to
“ provxde ener-
. gy, in the
.proper form,
,~in :the neces-:
sary. amounts,
‘in‘the nght
places, at .the-
right times are
Z'most ‘import--
g ant
Some ques-.
:“tions have:
- been.raised
“:that the:intro-".

- J. Gerald Gndaoe

.ductlon of ‘new forms of energy—
for- example; nuclear energy—will

restrict’ the -employment of - the-
older’ forms. : This “doés - not- dis- -
, hor indeed:anyone in the

petroleum is. concerned, oil* and

‘the atom: will be partners servmg
‘the nation—-not competitors.’ Each
form' of energywill have: its-own
‘use—and there" w111 be a nheed for

them all.
We need have no concern-about
too ‘much - energy “or too many

forms of energy. The real con-
cern is that of those less favored
nations which lack it.

With: energy, therefore, in one
form or another, as a basic inter-
est for all of us in this room, I
would like to tell you something
of the present day petroleum pic-

*An address by Mr. Godsce before the

Electric' Club of Toronto, Toronto, On
tario

ture in Canada and briefly refer
to some of the prospects that lie
aheéad, at least as far ahead as it
is prudent to look at present.

;, Transition in the 0il lndustry

Vg ahy one’ HAd -bedn ' bold
enough 'to forécast in" February,
1947, that- by the same date.in
1954 the oil industry would have
increased its spending on explora-
tion -and - deevlopment from $1
million - a: month “to -$1" million a
day—that refineries would have
more- than-doubled,: and our con-
sumption: of petroleum products
have- kept pace—that we: would
witness-the growth of a gigantic

‘maze. of+ thousands.-of miles. of
,:~ including - the:: longest-
pipeline: in ‘the: world — that:.our -
crude oil' reserves ‘would ‘inerease-
from a mere:72 million barrels, by

pipelines

3,300% to" over- 2% billions; he

would have ‘been’ dismissed-as-a:
visionary - whose :-enthusiasm -had’

run away with his common sense.:

Yet that-—and :a-great- deal- more-

—is exactly what.the Canadian oil
industry- has -succeeded “in doing,
and we who-are in the midst of it
find ourselves:. still : gasping. for
breath.

It used to be said—and but two
years ago—that if someone were
to strike up the “Star. Spangled
Banner” in the lobby of the Pal-
liser-Hotel in Calgary any Friday
evening, even the two Canadians
présent would stand up. But there
has been a remarkable transition
in the oil industry since this quip
became current. The United
States oilmen, who have poured
their money into Western Canada
at a time when, be it remembered,
our own investors were somewhat

(269) 13

reluctant about anything 45 spec-
ulative as searching for oil, have
been more than generous in pass-
ing ontheir technical knowlcdge
of the mdustry to an increasing
number 'of Canadians” and then
quietly fading out of the picture,
or becoming assimilated as. Ca-
nadians in the progress of the fast-
est growing business in this: coun-. -
try.

As a result of this, it is common
now in travelling about the pipe-
line construction jobs, through the
oil fields, and in the seismograph
survey camps, to find Canadians
holding responsible positions,
which four or five years ago Were
filled- almost exclusively by
United States citizens with their
greater experience. The oppor-
tunities for Canadians to engage-
in valuable contributions to the
petroleum industry of this coun- |
try are expanding every day, so-
that not only should we be able
to induce many. of-the-graduates
of ‘our universities:to ignore the
old appeal of jobs across the bor-
der; but young men of the Uniied
States: -with the proper training
are.now. loeking to the Canadian-

_oil: industry. as -a field in which.

they . can. progress ‘with the full

cand . great development' that hes

ahead. -
‘The- smooth transition. to Ca-»

‘nadian.operation of the Canadian,
.industry - has ; been accom-_ :

oil -
.plished - mainly: through two . fac-
tors which. bulk large in the' de-

-velopment.. of: oil in any .country:

in.the world. -In_the first place,
the political. climate in: which -the"
companies -operate in Canada-has-

,been--»-consistently favorable.. -The

manner . in' which: our; govern-.
ments, .both-Dominion :and Prov-
vincial, have cooperated with and
asslsted the industry in its prog-
ress -has left little to be desired.
The second: faector, without
which the progress would have

‘been much .slower  despite the

favorable climate, is the presence
in Western ‘Canada of one: of:the
world’s greatest potential oil bear-
ing regions embracing some 800,-
000 square miles.
Exploration Activity

Looking back over the past year
we can see the culmination of a
great’ many promises and {rom
these some trends can be pro-

Continued on page 65

WERTHEIM & CO.

HCembers New York Stock Exchange

120 BROADWAY
NEW YORK 5
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The Pedexél Reserve and
. The Treasury Bill Market

By. EDWARD MARCUS
Assistant Professor Economics, Brooklyn College

Prof. Marcus, in examining the effects of the Federal Reserve’s
policy to limit open market operations to Treasury Bills, draws
the conclusion there does not appear to have been any notice-
able effect of this policy on the Treasury Bill market, and
what reactions that have occurred were similar to those in
other areas of the government securities market. Holds this
may indicate that the money market operates so smoothly that
shifts affecting Bills are soon communicated to the longer
maturi'ies, so that the rates on all tend to react alike.

{n the implementation of its
monetary policy the Federal Re-
serve has concentrated its opera-
tions . ihcreasingly in Treasury

Bills over the
el pastfew years.

i o This was for-
malized pri-
vately prob-
ably in 19521
and publicly
in the Federal
Reserve
Board’s an-
nual report
for 1953 in its
“Record o f
Policy Ac-
tions” of the
Federal Open
Market Com-
mittee for
Biarch 4-5, 1953. The stated ob-
jreetive was to establish the influ-
eacing -of monetary and credit
conditions through variations in
member bank reserves as the sole
aim, and to remove any uncer-
tainty that a particular open mar-
ket action might be aimed at es-
tablishing some pattern in the
interest rate structure.

This limitation in the area of
operation has been the subject of
much controversy both within and
outside the System. One has only
i read the remarks of President
Sproul of the New York Federal

1 See pages 257-331 of the Dec. 6 and
7, 1954 Hearings on “United States
Picnetary Policy: Recent Thinking and
Experience” before the Subcommittee on
Economic Stahilization of the Joint Com-

mittee on the Economic Report (83rd
Congress, Second Ssssion).

Edward Marcus

Reserve Bank at the December
hearings to realize the uneasiness
with ~ which this self-imposed
“strait-jacket” was donned. The
issue was debated at these hear-
ings as one of the main parts of
the questionnaire - on over-all
monetary policy.

" Much of the thinking, however,
has been along somewhat -theo-
relical lines, while very little put\)-
lished information has been fur-
nished about the actual effects of
the change in technique. One as-
pect that has hardly been looked
at is the behavior of -Bill rates
both before and after this nar-
rowing of operations, to see
whether it did cause a decided
change in the character of the
money market itself. Wth this
problem in mind the author an-
alyzed the rate structure and the
Federal Reserve portfolio, and
concluded that the effects were
not -as significant as generally
supposed, particularly “for the
Treasury Bill rate, where the im-
pact of the change would be felt
first. ¢ i

" The investigation, mainly statis-
tical, pursued two lines of
thought. One compared the vola-
tility of the Treasury Bill rate
before and after the change in
Reserve technique with the vola-

tility of other rates in which the
Reserve no longer operated—Cer-
tificates. of Indebtedness, 3-to-5
yvear notes, and 15-year bonds. As
an additional comparison high-
grade municipals and AAA bonds
were also included. The second

The_Commercial. and Financial Chronicle . . -‘Thursday, January 20,1955 -
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group. of studies centered arou_nd
the Reserve portfolio, comparing
changes in selected components
with the behavior of the Treasury
Bill rate. Weekly changes in the
total portfolio of government se-
curities, both inclusive and exclu-
sive of repurchase agreements,
Bill holdings (also inclusive and
exclusive of repurchase agree-
ments), and repurchase agree-
ments were compared with the
Bill rate, both for agreement in
movement and degree of variance.
These comparisons, in turn, were
broken down. by years to see if
the shift in technique made any
difference in the results.

This treatment was necessary to
isolate the effects of open market
operations effectively. Repurchase
agreements are Federal Reserye
purchases of short-term securi-
ties (usually Treasury Bills) from

government securities dealers,.the:

funds so supplied helping them to
carry their inventory during a
period of temporary stringency.
Once the tightness has passed the
dealers will repurchase the secu-
rities, thus extinguishing the .re--
serves previously supplied. As a
result, unlike other open market
purchases, the additional reserves
are short-lived, and do not enter

.the banking system to- expand’

credit more generally. Hence, the
item “total government portfolio
inclusive of repurchase .agree-
ments” (or “Treasury Bills inclu-

sive of repurchase agreements”) -

studies the effects of a particular
week’s System operations-on the
entire money market; the same
items exclusive of repurchase
agreements center attention on
the money market other than gov-
ernment securities ‘dealers, and
the repurchase agreements aim
primarily at studying the dealers’

_sector of the money market.

Statistically it was necessary to

~-assume that all repurchase agree-

ments applied exclusively = to
Treasury Bills. This is not quite
accurate—for example, on Julv 30.
1952 the  repurchase agreement
total exceeded the Bill holdings
of the Federal Reserve—but lack-
ing the desired data, especially for
the period before April 1953, this
simplification seemed the most
realistic,

The rates selected were those
published regularly (by weeks) in
the “Federal Reserve Bulletin,”

Boston, Mass. .

New York Stock Exchange
American Stock Exchange
American- Bankers Association

LAmLaw & Co.

A Founded 1842

MEMBERS

Canadian Stock Exchange.

25 BROAD STREET, NEW YORK 4, N. Y.

Bloomfield, N. J. L]
Washington, D. C. .

0il Gity, Pa. - ®

Boston Stock Exchange
Midwest Stock Exchange

New York State Bankers Assn.
Investment. Bankers' Association

Princeton, N. J. .

Montreal, Que.

Toronto, Ont.

-turities.

for new Treasury Bill issues, 9-to-
12 months issues, 3-to-5 year is-
sues, U. S. Government.long-term
bonds (“Old Series” — fully tax-
able, marketable 2l%s), Moody’s
AAA bonds, and Standard and
Poor’s high-grade municipals.

II

Some rather unexpected find-
ings emerged from this study. Al-
though the various rates showed
greater fluctuations after 1952—
when the new Reserve technique
went into effect — the Treasury
Bill rate does not seem to show a
markedly different pattern from
that exhibited by the other, long-
er term issues. All show increas-
ing volatility in 1953 and the first
haif of 1954, and then a decline in
the second  half of 1954; in fact,
the "last six months of this past
vear saw changes narrower. than
in the preceding three-and-a-half
years for most of the selected ma-
. The second general conclusion
is that there does not appear to be
any noticeable” immediate effect
on -the Treasury Bill rate as a re-
sult of a change in the Reserve's

portfolio; that is, the rate does not"

appear to have any-close connec-
tion with the System’s operations
in the very short run. In any one
week changes in the Bill rate did

not-appear to reflect any consist~
ent’ connection with changes in
the System portfolio for that
week. While over the longer run
the general level of rates un-
doubtedly adjusted to the prevail=
ing policy of the Federal Reserve,
this would have been the gradual
workings of the change in re-
serves and the consequent effects
on the various money market in-
stitutions. But in the immediate
pericd when the Reserve operated
the Bill market seems to have re-
mained quite independent in its
moves, )
Hence it would seem that ‘the
fear that this limitation of opera-
tions would cause undue fluctua-
tions in the area of first impact
has-been greatly exaggerated.

I e .

The changes in activity of the
selected rates can be seen best in
Table I. There the average week-
ly fluctuation for each type is ex-
pressed as a percenetage of its
average weekly change for the
four years 1951-54. The general
increase after 1952 and then de-
cline in late 1954 can be seen
clearly. Significantly, it should be
noted that, other than for the in-
crease from 1951 to 1952, the Bill
rate behaved similarly‘ to the
other groups.

TABLE I
Average Weekly Change of Selected Issues as a Percentage of

the Average Weekly Change

1951

This table eliminates.the effects
of wider changes in percentage
points characteristic of the short-
er-liveqd .issues. For example, in
1951 the average weekly change
in the Bill rate was .026 basis
points, or almost twice. that for
toe 15 years series (.014). But
since the average weekly fluctua-
tion for Bills during the four
years was more than three times
that for the long term bonds (.057
compared with .017), its 1951 fluc-
tuation was much less propor-
tionately—.026 being but 45.6% of
.057, whereas .014 is 82.4% of .017.
(For arithmetic reasons yields on
the longer term issues were car-
ried to three decimal places, in-
stead of the more usual two.)

Hence, the data do not seem to
indicate that the restriction of
Federal Reserve operations to
Treasury Bills after 1952 caused
any greater impact on that mar-

ket than was occurring in the-

other sectors at the same time;
The only difference is in the de-
cline in the. extent of fluctuation
after mid-1954; unlike the .longer
term issues (other than. 9-to-12
months) the Bill rate did vary
somewhat more than in 1951- (or

for 1951-54

1952 "1951-52
98.0% 71.8%

71.3
78.6
89.8
€0.4
©90.4

1954 1954
1¢t half © 2nd half

120.6%  T74.4% "

1953
"154.8%

124.1
141.2
124.4
130.4
149.2

67.6
73.6
97.2
64.8
3.2

155.6
142.4
139.2
. 100.8
97.6

111
64.0
55.2
76.8
432
for- the average of 1951-52) dur-
ing the latter half of 1954.

v

The next series of tests centered
about the immediate reactions of
the Treasury Bill rate on new is-
sues to changes in the Federal
Reserve System’s government
portfolio. Since it was not the
intention to study the Ilonger
range effects, such as the switch
to a policy of “active ease,” but
rather the immediate repercus-
sions on the money market;
changes in securities holdings
were related only to rates in the
immediately preceding or follow-
ing week,

The logic underlying this proce-
dure can be stated quite simply.
Two hypotheses governing the
examined relationship are possi-
ble. Hypothesis I regards the
change in the Reserve portfolio
as the response to money market
conditions, at least for weekly
periods. If money becomes tighter
presumably Treasury Bill rates
would rise. The Federal Reserve
might then purchase government
securities .in the open market to
ease the strain. Here a change in

-and -American
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I
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the rate would be followed by a decreases). in the latter. The.other
similar-change inthe:portfolio— | line of. reasoning, 7 hypothesis : I,
Increases (or..decreases)..in the|sees.the ‘Bill rate -as the response
_former followed by increases .(or| to. Federal Reserve: actions at-

TABLE II

A. 1Wq_eek1y Changes in Selected Federal Reserve Government :
Securities’ Holdings Compared with Changes in Rates on Néw
Treasury Bill Issues in.the Immediately : Preceding Week.
PR - AT D . Agreement* ~ Opposite* - No'Change*
1. All-Government Securities Including : 4 ;
. Repurchase Agreements
, 1951
1952
1953
. 1954
2. All Government Securities Excluding .
Repurchase ‘Agreements \
o AP . © 1951
1952 .~
1953
1954

21
27
22
16 .

3. Treasury.Bills-Including -
Repurchase Agreements: -
. 771951
- 1952
1953
A 1954

4. Treasury Bills Excluding.
Repurchase Agreements. .-
1951
- 1952
1953
-1954

20
17

24
20
12
! - d 13
" 5. Repurchase Agreements .
] ‘18
2T
22
10

i

1951 -

19521

1953

19541
*Agreement:. Both. rose or both fell.. Opposite: One. rose .while. the ‘other

fell. No Change: Either or hoth .were the same as the preceding. week:

* NOTE:.There were 53 Federal ‘Reserve weekly statements in 1954,

‘B.*Weekly Changes in Selected Federal Reserve Government
Securities’ Holdings Compared:with Changes-in Rates on New
. Treasury -Bill Issues-in:the Immediately -Succeeding Week.
Agreement* - Opposite*  No Change*
- 1. All- Government Securities Including : ‘
Repurchase Agreements
’ 1951
1952
1953
1954
2. All Government Securities Excluding
Repurchase Agreements
1951
1952
1953
1954

21
19
20
18

22
- 31
22
25

20
17
14
9
3. Treasury. Bills Including
Repurchase Agreements
1951
1952
1953
1954
4. Treasury Bills Excluding
Repurchase Agreements
- 19511
1952:
1953
- 1954

17
19
20
19

15
23
13
13

8
16

5. Repurchase Agreements

: - 1951
1952
1953 18
1954 12

‘Agreement: Both rose or both-fell. Opposite: One rose while the other
No Change: Either or both were tue Same “us tne preceding ‘week.

NOTE: Only 51 pairs for 1951.

fell,

We are available to discuss at your convenience:

Common Stocks
Preferred Stocks
* State and Municipal, Railroad, Industrial,
Public Utilily and Canadian Bands
We act as underwriters, dealers and brokers: -
in these issues. '

KIDDER, PEABODY & Co.
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Members New York and cAmerican Stock Exchanges
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tempting to' influence’the monéy: the rate moved in-the sane direc--

rharket. If, for example, the in-
tention is to. tighten credit, . the:
-System: portfolio holdings of gov-:
ernments -would drop, and,-as-a:
result, the ’pressure would  first
~show :up -in: the:Bill rate rising

. -abave . its: previous level.: Here:

changes in the Rill :rate rwould:
follow ‘and » be ‘opposite 'to the
change.in the portfolio;-a rise in:

- the:rate would follow a -decline:

in- the-size of the portfolio (or a:
decline in the rate would: follow
a rise in-the portfolio).

To investigate these two possi-:

. bilities ' a - simple' sign. test ‘was"

used. The significant items of the*
Federal Reserve portfolio—repur-:
chase .agreements, Treasury Bills
(both inclusive ang exclusive of
repurchase agreements), and total

-~ government securities (also ‘in-:

clusive ‘and, exclusive of rrepur-

: ‘chase agreements) were compared:
. with the Bill rate for the: immedi-

ately .preceding and succeeding'
.weeks. - For example, to test the:
first hypothesis in the preceding

-paragraph the portfolio holdings

as of the Statement date—Wednes-
day—would be compared with the
immediately preceding rate on
newissues of Treasury Bills. This

was .done . for.each -week . during

the four years 1951-54. If the
hypothesis is correct, there should
.be a high degree of agreement for
each week; that is, where the Bill
rate-rose, the next Reserve state-
ment should show an increase in
the portfolio item, or a drop in
the rate should see a drop in the

portfolio item. A similar sign test

with - the comparison - of  the
Wednesday portfolio and the im-
mediately following rate on new
‘Treasury Bills would test the sec-
ond hypothesis —that the action
went from the Federal Reserve to
the money market — except that
the signs should be opposed (in-
creases in one associated with de-
creases in the other).

Contrary to expectations neither
hypothesis showed much validity.
At times a rate change would be
followed by an opposite change in
the portfolio, at times the two
moved together. Similarly, port-
folio changes sometimes were fol-
lowed by opposite movements in
the Bill rate—as expected by the
second hypothesis—but at times

tion. For example, “in the first.
half -of 1951, the change in .the.
System’s. holdings: of all. govern-
ment securities: (including those
covered by repurchase - agree-
ments) moved opposite to the im-
mediately preceding -rate.change
in 15 weeks, similarly in ‘8, in 1
week the portfolio was unchanged,
and in.3 weeks the yields on Bills

were- unchanged. In the second '
‘half of the same year the ‘two

moved together in 13 weeks, op-

i posite in 8, while in 4 either yields

or securities held remained un-
changed. That is, within the same
year the extent of agreement was
low for the first six months, fairly
high for the next six months. This
lack of consistentcy persisted
throughout the-four years, and for
all the selected 'portfolio- items.
The one.partial exception was the
repurchase agreement figure: for
1951-53 there was  a- significant
degree of agreement ' between
changes in Bill rates (upor down)
and changes in the following week
in repurchases (up or down), but
in 1954 the ‘agreement was neg-
ligible.

For individual years either hy-
pothesis .could be sustained, of
course; but if correct the agree-
ment should have persisted
throughout the period.. Such was
not the case, either for the years
before or -after the concentration
of open market operations: in-the
Bill market. For example, in 1954
the total  portfolio exclusive of
repurchase agreements changed in
a direction opposite to the suc-
ceeding_bill rate—hypothesis II—
in 25 out of 34 weeks, (the port-
folio having been inactive in the
remaining. weeks), But in 1951
the two were in opposite agree-
ment only half the time, and in
the latter half of 1953 the hy-
pothesis was actually contradicted
—in 10 out of 15 changes in the
portfolio the Bill rate moved in
the same direction. In other
words, increases in the Reserve’s
holding of government securities,
which should have eased the
money market, were followed by
increases in the Bill rate, or an
indication of a tighter credit sit-
uation! (Conversely, of course,
for decreases in the portfolio.)

Only by arguing that-without the

2mn) 15

Systenr's ~intervention - the ‘rates
would have moved even further
up (or down) could such reactions
be rationalized, but-such a state-
ment, obviously, cannot be readily
tested.

For those interested in the com-~
plete data, table II-gives the find-
ings for each year.

v

The final group of tests at-
tempted to assess the influence of
Federal Reserve .activity on the
volatility of the Bill market. Here
the same' selected portfolio items
—repurchase agreements, Bil}
holding (inclusive and ‘exclusive
of repurchase -agreements) and
botal - government securities (in-~
elusive -and exclusive “of ‘repur-
chase agreements)were studied to
see whether their changes made
the 'Bill rate' move variable than
when .the: Federal. Reserve was
inactive, -However, since there
were few weeks wherein the Sys~
tem was out of the market the
conclusions based on these results
cannot- be considered too good a
guide.

- For repurchase agreements the
evidence :does - indicate ' that the
System operations made for
greater changes in the rates., For
example, in the first half of 1952,
in those weeks in which there
had -been-a change-in repurchase
agreements, the succeeding change:
in "the "Bill rate "averaged .0T9'
(basis points), whereas during the
same six months, for those: weeks
in which total repurchase agree-
ments remained unchanged, the
average Bill rate change was only
.047. This greater change:because
of Federal Reserve intervention
increased during the period that
the Open Market:Committee wag
limiting its operations to Treasury
Bills; in 1951-52 the average rata
changes during those weeks when'-
the System was active exceeded
the inactive weeks’ changes by ‘a

quarter (.051 compared with .041),
whereas in 1953-54 it was almost
a half greater (.087 compared with;
.060). -

For the other portfolio items
tested the differences were less
marked, and no consistent pattern
appears evident. In some yeard

Continued on page 109
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Bank and Insurance Stocks

By SHELBY CULLOM DAVIS

This Week — Insurance Stocks

Traditionally St. Paul Fire &
Marine is the first fire or casualty
company to report its annual re-
sults and this year was no excep-
tion. The report is a good one.
Despite the hurricanes whose toll
now bids fair to reach $300 mil-
lion, the worst hurricane year in
history, St. Paul’s total adjusted
earnings work out to $3.02 per
common share contrasted with
$3.06 a year ago. Investment in-
come rose 5% to $2.01 per share.
Premium writings- advanced '2%:
The real ‘boost came 'in net asset
or liquidating value from' $33.72
to $39.16 or up 16%.

More detailed figures, showing
the breakdown between insurance
and investment operations, appear
in the accompanying table.

The avalanche of insurance
company reports will begin to-
ward the end of the month. It is
believed, however, that few fire
or multipline companies will
have reports superior to that of
St. Paul and, because of the hur-
ricanes many will show reduced
Consolidated—

Net premiums written

Net premiums earned

Statutory underwriting profit..

Est. equity unern. prem. res.._.

Adjusted underwriting earnings

Net investment income

Federal taxes

Total adjusted earnings

Net asset or liquidating value..

earnings compared with 1953. This
will not be true of casualty com-
panies. St. Paul’s casualty subsid-
iary illustrates the trend clearly,
statutory underwriting profits of
$3,897,000 versus $2,933,000 a year
ago, a rise of 34% before taxes.
Other companies are expected to
announce similar results.

On the whole 1954 reports, as
those of 1953, for fire and mul-
tipline companies must be read
with a great deal of caution. The
dominating _influences in both
years have been the abnormal
number and magnitude of the
hurricanes, particularly on the
Eastern Seaboard. Hurricanes, at
least up to now, have not been
underwritten in the sense that
companies have scrupulously
avoided the Eastern Seaboard as
a hurricane belt. Demage result-
ing therefrom has been viewed
as a “act of God” and the compa-
nies themselves are inclined t_o
credit favorable hurriance experi-
ence more to good luck than good
management. 1955 may see the

1954 1953
$109,206,194 $106,933,190
106,158,670 106,668,000
5041713 8,570,630
1,132,787 44,232
6174500 8,614,862
6427280 6,067,634
2949717 4,889,697
9652,063 9,792,799
125317476 107,904,000

Change %

21%
— 05

—28.3
5.9
—39.7
— 14
16.1

MEMBEBS

Telephone BArclay 7-3500

SCHIRMER, ATHERTON & CO.
50 Congress St., Beston, Mass.
TIFFT BROTHERS
1387 Main St., Springfield, Mass,

DU PONT BUILDING
WILMINGTON, DEL,

OUR YEAR-END
- COMPARISON & ANALYSIS of

16 New York City
‘Bank Stocks

Will be sent on request

LAIRD, BISSELL & :Mzzns

‘NEW .YORK ‘STOCK :EXCHANGE
AMERICAN - STOCK. EXCHANGE

120.BROADWAY, NEW YORK5,"N. Y,

DIRECT WIRE CONNECTIONS TO

. MITCHUM, JONES & TEMPLETON
650 South-Spring St., Los Angeles,
44 WHITNEY AVE,

NEW HAVEN,

Bell Teletype NY 1-1248-49

SCHIRMER, ATHERTON & CO.

-4_!) Pearl St., Hartford, Cenn,
WOODCOCK, HESS .&. CO., INC. -
123 S. Broad St., Philadelphia, Pa.

Calif,
LINCOLN LIBERTY BLDG.

CONN, PHILADELPHIA, PA,
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other side of the coin. Those com-
panies .which were hurt in 1954
may,. under, more normal wind-

. storm experience and higher rates,:

show sharply higher overall un-
derwriting earnings in 1955. A
poor 1954 report may therefore be
more of an invitation to buy
rather than sell.

Meanwhile rates continue to
trend downward in the fire field,
not only in the straight fire but
in auto physical damage. And yet
thus far fire losses have more than
kept pace with the general level
of fire rates, fire losses being off
4% for the first 11 months and
94% in November. Auto physi-
cal damage (fire, theft, collision)
has been unusually profitable for
some years and rate cuts appear
justified. The steadily increasing
car population and demand for all
kinds  of auto . insurance would
appear to hold rate cuts and com-
petition within moderate levels.
There is no necessity for a “cycle”
in auto insurance, whether physi-
cal damage, liability or property
damage,

The outlook for 1955 appears
favorable for both fire and cas-
ualty companies unless the big
wind blows again. In fact if the

law of averages is not “repealed”
a normal hurricane year should
send fire (in particular) and mul-
tipline (in part) underwriting
profits higher. Thus the outlook
at ‘the beginning of 1955 is dif-
ferent from that of mid-1954 when
an 11% average underwriting
profit in the first half made it ap-
pear that peak profits had been
reached and that 1955 and 1956
were bound to be lower. And it
is rising underwriting profits
which traditionally have proved
most exhilarating to . insurance

.company stockholders.

Iavestments

D rarer: dears ¢ G

Members of New York and Boslon Stock Lxclmngts
American Stock L.xchange \Associale) -

50 CONGRESS STREET, BOSTON 2, MASSACHUSETTS
Fall River Lowell . Milford. Winchester Manchester, N. H, . .

“Texcrele Structural .

Offering Underwritten .5

. .PAUL, Minn. - — Arthur’' M:
Ison

Texcrete Structural Products
Co. is offering to common stock-
holders of Texas Industries, Inc.,
of record Dec. 10, 1954, the right
to subscribe on or before Jan. 27,
1955 for 350,779 shares of Texcrete
stock (par 10 cents) at $3 per
share on the basis of one Texcrete
share for each Texas Industries
share held (with an oversubscrip-
tion privilege). - The offering is
underwritten by a group of under-
writers, headed by Rauscher,
Pierce & Co. of Dallas, Tex., and
Russ & Co. of San Antonio,
Tex., who will reoffer any unsub-
scribed stock at $3.50 per share.

Texcrete is engaged in the pro-
duction of. monolithic structural
concrete products. | Proceeds from
its financing will be added.to the
general funds of the company and
applied to such corporate purposes
as the board of directors in the
future may determine to be neces-
sary ‘or desirable in the business.
The company contemplates possi-
ble expenditures for additional fa-
cilities. When all of the new se-
curities are sold, Texas Industries
will own approximately 36% of
the then outstanding stock of the
company. In addition, Texas In-
dustries has an option to purchase
an additional 200,000 shares with-
in two years at $3.50 per share.

Frank V. Lawrence, Jr.

* Frank .Vinton Lawrence; Jr., a
partner of Scudder, Stevens &
Clark, investment counsel, died

today at his home, 191 (Brayton|.

Street, after a brief illness. .He
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MEAD, MILLER & CO.

—Members—
New York Stock Exchange
American Stock Exchange (Associate)
Philadelphia-Baltimore Stock Exchange

*

Charles and Chase Sts.
BALTIMORE 1, MD.

Telephones
Baltimore—LExington 9-0210 New York—WHitehall 3-4000
Bell Teletype—BA 270
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NEW ENGLAND SECURITIES

BOSTON CORRESPONDENT
-A. M. KIDDER & CO., NEW YORK

for
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J. B. MAGUIRE & CO., INC.

31 Milk Street, Boston 9, Massachusetts

Open-end Telephone -Wire to New York

New York—CAnal 6-1613 Bell System Teletype—BS-142
.Boston—HUbbard 2-5500 3
Providence, R. I.—Enterprise 2904 Portland, Maine—Enterprise 2904
Hartford, Conn.—Enterprise 6800
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has become affiliated
with Smith, La Hue & Co., Pioneer
Building. In the past he was as-
socciated with John G. Kinnard
& Co.

Joins King Merritt
(Special to THE FINANCIAL CHRONICLE)

SPRINGFIELD, Mo.— Thomas
L. Walsh has become connected
with King Merritt & Co., Inc.,
Woodruff Building. *

With Eisele Axtell

(Special to THE FINANCIAL CHRONICLE)

OMAHA, Neb.—Kay L. Bred-
ensteiner has -become affiliated
with Eisele, Axtell. & ‘Redelfs;
Inc:, First: Natlonal Bank Build-
ing.

With Clement A Evans

(Special to THE F

ATLANTA, Ga.—Lester J.
Blackstone Jr. is now affiliated
with Clement A. Evans & Co,,
Inc.,, First National Bank Build-
ing, members of the Midwest
Stock Exchange.

REPORT OF- CONDITION OF

Colonial Trust
Company

of New York 20, N. Y., a member of the
Federal Reserve System, at the close of
business on December 31, 1954, published
in accordance with a call made by the
Superintendent of Banks pursuant to the
provisions of the Banking Law of the State
of New York, and. the Federal Reserve
Benk of this district pursuant to the pro-
visions of the Federal Reserve Act.

ASSETS

Cash, baldnces  with other
banking - institutions, in-
. cluding reserve: balances,
and cash items in. process
of collection
United States - Government
obligations, direct
Obligations -of States and
political subdivisions__ ..
Other bonds, notes, and de-
. . bentures
Federal Reserve Bank stock.
Loans  and.. discounts. ..(in-
cluding '$7,192.69 . .over- .
drafts) . ” " 25.684,359.3!
Banking - premlises .
$83,824.64,. furniture vand
fixtures $190,365.62
Customers’ . 1iability to this
institution on acceptances
-outstanding .. ____
Other assets

$16,634,686.92
_18.155,655.3:1
2,684,231.96
11,422,437.86

+274,190.26

18,348.38
"380,284.49

-$65,318,634.55

Demand deposits of individ-
uals, partnerships, and
r,orpomﬁnns

Time deposits. of 1nd1vidunls,
partnerships, and corpo-
rations

Deposits . of United  States

. -Government _

Deposits of States and po-

-$46,297,856.82

1,875,303.55

1,026,965.31
Deposits of banking .institu-
tions
Other deposits (certified -and
officers’ checks, ete.) ..
TOTAL
‘DEPOSITS $60,851,081.81
Acceptances executed. by or
for account of this institu-
tion and outstanding.
Other liabilities

9,662,089.83
1,066,029.61

437,042.50

TOTAL LIABILITIES (rot
including subordinated
obligations shown below) $61,340,003.00

CAPITAL ACCOUNTS
Capital t
Surplus fund :
Undivided profits
Reserves (and retirement ac-
count for preferred capital),

TOTAL CAPITAL AC-,
COUNTS $3,978,631.55

TOTAL LIABILITIES AND
CAPITAL ACCOUNTS __ $65,318,634.55
tThis institution’s capital consists of
$1,200,000.00 of capital notes and deben-
tures; and common stock with total par
value of $1,000,000.00.
MEMORANDA
Assets pledged or assigned to
secure liabilites and for
other purposes $2,476,430.46
I, Frank A. Hayes, Asst. Treasurer of the
above-named institution, hereby certify
that the above statement is true to the
best of my knowledge and belief.
FRANK A. HAYES.

1,600,000.00
- 90,391.55

88,240.00

FRANK S. BEEBE ]
E. F. KINKEAD |Directors
JAMES S. CARSON |

778,000 00"

-922,836.69

51,878.49

¢
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'NEWS ABOUT BANKS
| AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

John J. McCloy, Chairman- of
The Chase National Bank ef the
City of New York, and J. Stewart
Baker, Chairman of the Bank of
the Manhattan Company, of New
York, ahnounced on Jan. 14 that
the respective Boards of Directors
of the two institutions are in
agreement on basic terms to merge
the two institutions, subject to the
approval of the appropriate au-
thorities and .the shareholders of
the respective institutions. The
plan is to merge the Chase Na-
tional Bank into the Bank of the
Manhattan Company and to con-
‘tinue the functions of the two
“institutions under the charter of
the Bank of the Manhattan Com-
pany which was originally issued
by the New York Legislature in
1799.. Based on the Dec. 31, 1954
published figures the enlarged in-
stitution would have total re-
sources in excess of $7.5 billion.
On consummation of the merger
- it is contemplated that the capital
funds would approximate $500
million.

It was emphasized that the
merger would result in a joinder
of the two banks rather than a
taking over of one bank by the
other. The combined institution
would continue to operate as a
member of the Federal Reserve
System and of the Federal De-
posit Insurance Corporation. The

. name of the combined institution
would be “The Chase Manhattan
Bank” and its first Board of Di-
rectors will consist of 15 members
of the Board of Directors of Chase
and 10 members of the Board of

- Directors of Manhattan.

It is contemplated that John J.

" McCloy, as Chairman of the Board

" of Directors of the combined in-

_ stitution, and J. Stewart Baker, as

- Chairman of the Executive Com-

mittee and President, will be the

" chief executive officers. Percy J.

Ebbett, President of Chase, has

agreed to continue ‘as a Viee=

Chairman of the eombined insti-

. 'tution, although he has reached

retirémént 4dge, in order that the
continuing- institution may have
the benefit of his knowledge and
experience in the integration and
administration of the- busines of
the two banks. It is likewise con-

‘. templated that Graham B. Blaine,
Vice-Chairman of Manhattan, will

continue in that position'and that

Lawrence-C. Marshall, who is now

President of Manhattan, will be-

come an Executive Vice-President

of the eontinuing institution. It is

‘land, France,

also contemplated that Edward L.
Love,
David Rockefeller, who at present
are Senior Vice-Presidents of
Chase, will ‘become Executive
Vice-Presidents of the continuing
institution. It is further contem-
plated that all other personnel of
the two banks will continue with
the combined institution.

The terms agreed on provide
that upon the merger the continu-
ing institution will have outstand-
ing 12 million shares of common
stock. Upon the merger becom-
ing effective, the stockholders of
Chase will become holders of 1%
shares of the capital stock of the
continuing institution for each
share of capital stock of Chase
held by .them, and the stockhold-
ers of Manhattan will continue to
hold the number of shares of cap-
ital stock held by them prior to
the merger. There are now 7.4
million shares of Chase stock and
2.75 million shares of Manhattan
stock outstanding. It is the pres-
ent expectation that the combined
earnings will enable the enlarged
bank to pay dividends at the an-
nual rate of $2.20 per share on
stock to be outstanding after the
merger.

The combined institution would
have a city-wide system of 87 of-
fices, which will effectively cover
the business and residential areas
of the city, with 37 offices in the
Borough of Manhattan, 35 in the
Borough of Queens, nine in
Brooklyn, and six in the Bronx.
There is no problem of overlap-
ping in the branch locations of
the two banks in the four bor-
oughs where they operate. Chase,
prominently identified in com-
mercial and world-wide banking,
would bring to the continuing
bank, in addition to its local
branches, its 17 branches in Eng-
Germany, Japan,
Cub4, Puerto Rico, Panama and
the Canal Zone, and its five rep-
resentatives’ offices in Mexico,
Argentina, Italy, India and Le-
banon.

In confirming their plans for
the merger, Messrs. McCloy and
Baker emphasized their purpese
to unite the two banks solidly on
a basis which would reflect in
terms of directorship and manage-
ment positions the concept of the
merger as a joinder of forces of
the two banks.

% % %,

George A. Mooney, New York
State - Superintendent’ -of - Banks,

Speczaltsts in

Foreign Securltles

Foreign Investments

George . Champion and .

announces the appointment of Ru-
dolph ‘W. Stewart as his Executive
Assistant. Mr. Stewart is a form-

‘er member - .of The New York
“Times,” having served on that

newspapers from 1929 to' 1949.
Since then, he has specialized in
financial, industrial and banking
public relations. He was born in
New York City and attended New
York University.
) LI

The Board of Directors of The
Marine Midland Trust Company
of New York on Jan. 19 elected
George C. Textor as Presidlent.
It was also announced that James

G. Blaine, who has been President
since 1927, was elected Chairman
of the Board and Chief Executive
Officer for the year 1955. Mr.
Textor, the new President, has
spent his entire business career
with the bank, having started Jan.
2, 1916. He became an oficer in
1927, and in 1950, Executive Vice-
President. On Jan. 17, 1952, he
was elected to the bank’s Board
of Directors. Mr. Textor is a di-
rector of numerous other com-
panies ineluding’ Colorado Fuel &
Iron Corp., Foremost Dairies, Inc.,
American Bosch Arma Corp., and

Liberty Products Corp. Announce-

(213) 17

ment was also made of the fol-
Jowing promotions. James G.
Baldwin, Vice-President to Vice=
President and Secretary; Charles
F. Mansfield and "James F,
Schneider -to Vice-President; Roy
S. Greer and Ernest Hanel to As-
sistant Vice-President; Aksel An«
aerson, Harry Baechtold, Walter
Graf, Kenneth Jones, and Martin
Oberlanaer to Asslstant Treasurer,
5 £

R. Gould Morehead has been

elected a Trustee of the Harlem

- Savings. Bank of New York, ac-

cording to an announcement made
Continued on page 109
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REVENUE AND MUNICIPAL BONDS

1954

CORPORATE BONDS

$ 5,000,000
43,250,000
233,000,000
6,000,000
160,000,000
334%, 10/1/94

10,000,000
20,060,000
79,800,000
239,000,000

19,540,000
75,100,000

27,200,000
75,000,000
225,000,000
335,000,000
i Rev. 3.20%, 1/1/95
100,000,000

180,000,000 State of Maryland

Bridge & Tunnel Rev. Serials & Terms

State of South Carolina
State Institution Bonds 4/1/55-74

9,200,000
95,000,600 - State of Virginia

37,000,000

" .#160,000 Shs,—American Electronics, lnc.

Common Stock

679,436 Shs — Consumers Power Comp:my
Common Stock -

* 80,000 Shs.—Continental Commercial Corporatlon .
© 60¢ Convertible Preferred Stock -

* 500,000 Shs.—Continental Uranium, Inc.

Common Stock

* 200,000 Shs.—Goebel Brewing Co.
60¢ (,onvcmble Prcftrrcd Stock

* which we managed

City & County of San Francisco, Calif.
N.E. 6% Various Purpose

City of Philadelphia, Pa.
Various Purposes 1/1—7/1/55-80

Commonwealth of Pennsylvania
Penna. Tpke. Rev. 3.109, Series of 1954

Florida State Improvement Comm.,
Broward County Rev. 11/1/60-83

Kansas Turnpike Authority

Los Angeles City School District
269 “C” 7/1/55-79

Los Angeles City High School District
214%, “C” 7/1/55-79

Mackinac Bridge Authority, Michigan,
49, Bridge Rev., 1/1/94

Massachusetts Turnpike Aﬁthonty
3.309% Tpke. Rev. 5/1/94

New Housing Authority Bonds

New Jersey Turnpike Authority
314% Tpke. Rev. (1950 Issue), 1/1/85

New Jersey Turnpike Authority
39%, Second Series, 7/1/88

New York State Thruway Authority
Gen. Rev. “A” 1/1/64-79

New York State Thruway Authority
Gen. Rev. “A” 7/1/94

Power Authority of the State of New York 5%

State of Connecticut Expressway
Rev. & M. F. Tax Bonds

3% Toll Rev., Series 1954, 9/1/94

Stalc of West Virginia
414%, Tpke. Rev., 12/1/89

$ 55,000,000
50,000,000
20,000,000

150,000,000
30,000,000
60,000,000
50,000,009
30,000,000
30,006,000
25,000,009

5,300,000

* 2,000,000
20,000,000
- 8,000,000
8,000,000
125,000,000

65,000,000

The Atlantic Refining Co.

314% Dels., 1/15/79
Commonwealth Edison

1st Mtg. 39, 5/1/8+

Food Fair Stores, Inc.

334% S.F. Debs., 9/1/74

General Motors Acceptance Corp.
2%4% 10-Yr., 3%
Houston Lighting & Power
Ist Mrg. 3%, 3/1/89
Illinois Central Railroad
st Mtg. 334
The Kansas City Southern Rwy. Co.
Ist Meg. “C”,
Ohio Edison
Ist Meg. 3%4%, 1/1/84

Pacific Power & Light Co.

3%9%, 8/1/84

Public Service Co. of Indiana
335%, 1/1/84

Pressed Steel Car Co., Inc.

415%, Sub. Conv. Ucbs, 10/1/62
Servomechanisms, Inc.

59% Conv. Deb. due 12/1/65
Southern Natural Gas

Ist Mtg. 324%, 2/1/74

State Loan & Finance Corp.

33{% Deb., 5/1/66

State Loan & Finance Corp.
Cony. -Deb., 9/15/69
Tennessee Gas Transmission

Ist Mrg. 3149, 2/1/75
Tennessee Gas Transmission

15-Yr. Debs.

Yor 9115189

31,9, 12/1/84

414% Debs., 9/1/74

17,000,000
200,000,000
12,000,000

“ 10,000,000

Texas Eastern Trans. Corp.
434%, Debs., 3/1/74
United States Steel Corporation
Serial Debs., 8/1/55-64
West Penn. Power Co. .
Ist Meg. 3% “P”, 4/1/84
Winn & Lovett Grocery
3Yi%s S. F. Debs., 4/1/74

CORPORATE STOCKQ Sy

> 250 000 Shs. —Gulld des. lnc.

Cemmon Stock

1, 000 000 Shs.—International Harvester Co

Common, Stock

" 200 000 Shs.—Mexican Gulf Sulphur Comp.my
Common Stock -

© 200,000 Shs.—Northern States Power Company

$4.11 Cumulative Preferred

* 300,000 Shs.—Temco Aircraft Corporation
Common.Stock

A vnhold and 97 Pleschroeder
S nec.

INVESTMENT SECURITIES
ASSOCIATE MEMBER AMERICAN STOCK EXCHANGE
30 Broad Street, New York 4, N. Y.

Telephone Teletype
. "WHitehall 3-9200 INY 1515

VAN ALSTYNE, NOEL & Co.
Members: New York Stock Exclzange, American Stock Exchange
: 52 WALL STREET, NEW YORK 5
Philadelphia Office: Western Saving Fund Building, Broad & Chestnut Streets

gitized for FRASER
tp://fraser.stlouisfed.org/
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From Washington

IR
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It is becoming increasingly ap-
/parent that in Mr. Eisenhower we
kave a man in the White House
-who is less susceptible to propa-
,Banda or
‘whipped up
agitation than
any President
vwithin the
memory of
the oldest in-
habitant.
Roosevelt the
Great was in-
disputably a
leader and a
very “strong”
man but a lot
of his popu-
larity was due
to his facility
in bending to
every wind that blew up from the
hinterlands. The demagog Huey
Long was a thorn in his flesh and
kept him on the jump trying to
keep abreast with Huey’s slogan
“Every Man a King.” Social se-
curity came out of Dr. Townsend’s
agitation that every old man be
given $200 a month.
One episode will serve to show
Harry Truman’s weakness in the
face of popular clamor. Congress

Carlisle Bargeron

Bl propaganda;

Ahead of the News

By CARLISLE BARGERON
.passed a bill by Senator Kerr of

Oklahoma, to'exempt natural gas
productlon not distribution, from
Federal regulation. He and Tru-
man were close friends. There

~was every indication that Tru-

man- was for the bill.
Immediately it passed, the Pub-
lic Power propagandists set up-an

awful clamor, that it meant in-

creased costs to the.users of na-
tural gas. = Governors of several
consumer states - joined 'in the
Truman vetoed the
bill. ‘Then the Federal Power
Commission got the word that

‘ Truman didn’t really care whether

it regulated the ‘industry or not

§ and the Commission sidestepped-

it. Everybody was satisfied, the
Public . Power propagandists and
the natural gas producers. Some-
time ago, howeyver; the Supreme
Court ruled that the Commission
had to accept Junsdlctlon A- big
fight at this session will be ‘over
the efforts to pass another bill
similar to the one Truman vetoed.

Certainly neither Roosevelt nor
Truman would have stood up
against the agitation around the
Dixon-Yates contract to build a
power plant on the periphery- of
the TVA. Of course, neither would
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have sponsored such .a contract
but had they done so they would

‘have turned flip flops when the
-agitation began.

Mr. Eisenhower has not only
stood fast, and the indications are
that he will win in the end, but
his annual budget gave TVA a
decided kick in the' pants. He
will have the Public Power crowd
on his neck with renewed fervor
now, ’

What  really surprises me,
though, is that his budget reveals
he is still resisting the Education
lobby, just about the most voci-
ferous in this country. Whether
the alleged shortage of grade
school facilities is a national prob-
lem, I don’t know, but the Edu-
cation lobby is.

It had been counting strongly

on President Eisenhower and
Oceta Culp Hobby to move the
Federal . -Government into
schools with a tremendous out-
peuring of Federal money. I don’t
know just exactly why, except
that Mrs. Hobby is a woman and
nearly all of our outstanding and
energetic women find that joining
in the chorus about the inade-
quacy of schools affords a good
outlet for their talents and Mr.
kisenhower being a world minded
man is supposed to have a broad,
high level view on matters of this
kind. The lobby’s disappointment
at not finding a one or two billion
dollar item .in the budget for
schools is keen. In fact, accom-
panying publication of the budget
was a lot of handwriting by “lib-
eral” columnists and commenta-
tors. You will see a lot more with
the “liberal” members of Congress
joining in.

Frankly, I thought the President
had succumbed to the lobby in his
State of the Union message when
he said he recognized the need for
the Federal Government to act as
a “catalyst” among the states in
their school problems. ‘But it ap-
pears now that he didn’t mean the
Federal Government should go in
for school construction, but should
establish some sort of a research
agency.

Schools have become a problem
to me on the State level. Ever
since my young manhgod I have
been told that the thing to do
was to own my home, then noth-
ing could disturb me. I would be

-schools.

the’

secure against the peaks and val-
leys of our economy.

Well, I own my home in Mary-
land just -outside of -‘Washington
but-it is not necessarily mine for
keeps. I have still got to have an
income beyond what social secur-
ity I will get to pay the taxes on
it and 80% of these taxes are for
The population in our
county has been steadily increas-
ing for years and with it has been
a steady increase in my school
taxes.

The theory of mass production
is lowered costs—in automobiles,
food, clothing and whatnot. It
seems to me that with- more fam-
ilies and more -children moving
out here the cost for schools for
the individual taxpayer should go
down, not up. But up it goes—
100% in the last 10 years.

Klee, Weiss, Sachnoff
Join Arthur Krensky

CHICAGO, Ill.—Albert H. Klee,.

John J. Weiss, Jr., and Morey D.
Sachnoff have joined Arthur M.
Krensky & Co., Inc., 141 West
Jackson Boulevard, members of

the New York and Midwest Stock.

Exchanges, it was announced by
Arthur M. Krensky, President.
Mr. Weiss .was appointed Sales
Managier of the Chicago office
succeeding Alfred J. Betar, who
has been named Vice-President
in charge of national sales.

Mr. Krensky also announced
the promotion of H. B. Shaine of
the firm’s Grand Rapids, Michigan,
office to the position of Vice-
President in charge of that office.
Edward Silverstein has been ap-
pointed a registered representa-
tive in the Grand Rapids office.

Messrs. Klee, Weiss and Sach-
noff formerly were associated
with the brokerage firm of Straus,
Blosser and Mcuuwetl o1 CuiCago
for many years.

Joins Carter Harrison
(Special to THE FINANCIAL CHRONICLE)

EVANSVILLE, Wis.—Paul P.
Pullen has become associated
with Carter H. Harrison & Co. of
Chicago. Mr. Pullen was formerly
Evansville representative for the
Marshall Company and prior
theerto was for many years with
the Chicago Title & Trust Co.
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Bankers Offer Toledo
Edison Pfd. & Gom.

Public offering of 400,000 shares
of common stock and 100,000
shares of new 4.25% cumulative
preferred stock, $100 par value,
of The Toledo Edison Co. was
made yesterday (Jan. 19) by un-
derwriting groups headed jointly
by The First Boston Corp. and
Collin, Norton & Co. The common

stock is priced at $14.25 per share

and the preferred at $100 per
share and accrued dividends from
Dec. 1, 1954.

The utility company will apply
the proceeds of the sale in part
to the payment of revolving
credit. notes outstanding in the
amount of $5,270,000. The balance
of proceeds will be applied to
construction expenditures which
for the period 1955. through 1957
are estimated at $41,000,000. The
most important items in the con-
struction is a new steam generat-
ing plant being erected just east
of Toledo. The initial unit will
be one turbo-generator with a
net capacity of 135,000 kw. Cost
of ‘the plant with the initial- unit
is  estimated at $29,350,000 of
which $13,900,000 was - expended
through 1954.

The new preferred stock is sub‘
ject to redemption at $104.25 per
share if redeemed on or prior to
Dec. 1, 1959.

Giving effect to this fmancmg,
including payment of revolving
credit notes, the company will
have outstanding 310,000 shares
of $100 par value preferred stock
in three series, 5,160,125 of com-
mon stock of $5 par- value and
$62,125,000 of funded debt.

Toledo Edison provides electric
service in a territory in north
western Ohio covering about 2,500
square miles, including Metropoli-
tan Toledo. Population of the area
is around 564,000. For the 12
months ended Nov. 30, 1954 the
company reported operating rev-
enues of $34,445,905 and net in-
come of $5,753,071, equal after
preferred dividends, to $1.02 per
share on the common.

The company has paid dividends
on the common stock each year
since 1922, - Since 1950 dividends
have been paid quarterly at the
annual rate of 70 cents per share.

CALLEN & COMPANY

Established 1922
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EisenhoWer's Foreign Trade Policy

By SAMUEL W. ANDERSON*
Assistant Secretary of Commerce

Asserling the Administration’s foreign economic - policy is
“a mod-rate and well-conceived step in the direction we should:
move,” Mr. Anderson discusses the motives and objectives of
the President’s foreign trade program recently submilted to

Congress.

Stresses importance of expanded foreign trade in

the national interest. Points out economic progress in the world
requires further development: of the resources of many coun-
tries, and therefore it. is in. our interest to encourage flow -
of U. S. capital abroad. Explains purposes: of the proposed. . :

International Financial Corporation

The President has just renewed
_his ‘request- to. the Congress to
.enact the necessary legislation-to
-enable him -to carry- on his Ad~
.ministration’s
foreign
.economic

-policy. Since

-it is my deep
.conviction
.th-at the
-President’s

:program in

.this field,is a
~moderate and
‘well-con-
.ceived step in

.the direction
;in. which we
.should- move,

.I am very  Samuel W, Anderson

happy for this

.opportunity (o discuss it with you. -

The two years of study and

"debate since the Administration

took office have brought the is-
sues relating to our foreign trade
policy - into sharper ' focus than

-ever before. Never before has

there been as clear or. as. wide-.
‘Of‘

spread- -public -understanding
the national interest in inter-

national trade, Never before have

so many of 11— hycineeenan
sumers — individually recognized
our stake in foreign trade. Most
of us now know that international
trade is not the private preserve

rof a few exporters and importers,

but is rather an important factor
in our national economic life with

‘important effects on our material
‘well being. As retailers, the goods
.on your shelves testify to the con-

tribution' which imports make to

.business and to the unparalleled
iwide choice which American con-
isumers have.

It is altogether fitting that the

:issues be brought out into.the open
:and thoroughly debated. Our po-

*.*An address by Sec’y Anderson before

{ the National Retail Dry Goods Associa«

IS

" tion, New. York City, Jan. 13, 1955,

sition of world leadership requires
us to make enduring policy deci-
sions, In our demoeracy, we can

only do this if there is substantial

public understanding -of the basis

' for these decisions and of the di-

rection’' in which. we are moving.
As a member -of ine- kisen=-

" hower Administration, 1 am proud
' 'to have had some part in the
- “discussion and debate of the last
- two years, Under -the inspiring

leadership of the President .and
as ‘a result of the yeoman service
of  my  good = friend Clarence
Randall, ‘we have not ‘only de-
veloped an integrated set of mod-
erate policy proposals, which
move in’ the right direction, but

‘we also all have a keener under- -

standing of what the shouting is
all about.

Stated ‘in its simplest terms, as :

Mr. Randall has done so effec-
tively, the basic policy issue, is
whether we believe firmly enough
in our free enterprise system to
work towards acceptance and ap-
plication of its underlying prin-
ciples throughout the free world.
Do we believe firmly enough ; in
competition so that we are \wllmd
to accept competition from abroad
as well as competition at home’
Do we believe firmly enough in a
freemarket so that we would like
to do our part towards the de-
velopment of such a market
throughout the free world? Will
we work with our friends abroad
towards an improved investment
climate throughout the free world
so-as-to encourage reliance on in-
dividual initiative -and ‘private
resources?

. President Eisenhower’s broad
and constructive foreign economic
policy as set forth in his message
to the Congress-answers ‘all these
questions YES. This, his program,
as he pointed, out last, year, con-
sists of four major parts “AID—
which we wish to  curtail;” IN-
VESTMENT—which - we : wish- to

. The Commercial and Financial Chronicle

.encourage; CONVERTIBILITY—
-wnich we wisnh to facilitate; and
‘1TRADE—whicn' we wish to ex-

—A Move 1a the Right Direction’

and.”

As I have aiready stated, the
debate and discussion .of the past
iwo ‘years has been all .to the
good. But now is the time for
decision and action. - We .must
study the President’s recom-
mendations and make up our
minds whether we believe them to
be sound and wise in the direc-
tion in which they point. If they
are, as I firmly believe they are,
4t is our .obligation to give him
our, maximum support. Above all,

we should urge our representa- |

tives.in Congress to move rapidly
towards - clear-cut ‘decisions. It
would indeed bé a great tragedy

. if this debate left -the President,

his: Administration, the American
people and the .Congress in a
fuzzy state of indecision. Indeci-

sion invites frequent patchwork °

actions which obscure-the direc-
tion in which our national interest
hes

“This is not a matter of partisan-
ship.'As .in other' parts of our
foreign: policy, we must as citi-
zens regardless of party, con-

-scientiously face up to:the soul- -
searching task of determining the :
should

-national | interest:. ‘We
remember - that - the President’s
policy was developed. through the
bipartisan Randall Commission to
which he gave just this one in-
‘struction—“Above all,” he said,
“I urge you to follow one guldmg
‘principle. What is best in the na-
tional interest.”

It is also important to remember
that . the President’s - series of
recommendations. are moderate
and directional. These policies are
not great about-faces. They are
not radical changes-in our official
attitude. On virtually every sub-
ject they are designed to move
carefully and not too hastily
towards the President’s broad ob-
jectives.

It is- proper that as we face
the rest of the world, the direc-
tion of our policies be stable and
clearly evident. Our policy deci-
sions may’ be changed in detail
by the march of events, but. we
must constantly bear in mind our
objectives and goals. The topog-
raphy may require that the road
we travel have grades. and .curves
but our  general . direction. must
remain clear, Emergency situa-
tions may require detours from
time to time, but we must always
make sure to return, at the first
opportunity to the main road.

+»There must be full agreement -

with the - President’s general ap-
proach .to our foreign economic
relations. . Surely none of . us
would deliberately  choose to'limit

State and Municipai-Bonds
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our exports rather than to accept
a moaerate and gradual expan-
sion in our imports. Surely none
of us wants to continue to give
away the fruits of our labor
through programs of unrequited
assistance for one day longer than
the emergency for which these
programs were created. Certainly
the. practical businesslike: .ap-
proach is"to sell abroad as much
as our customers can pay for and
let them earn their payments in
the form of slowly increasing im-
ports. All the world wants Amer-
ican goods in increasing- amounts.

Thus the ‘objectives of the Ad-
ministration as.announced by.the
President . are clear and. should
meet with-  general agreement.
These are the goals towards which
we must move if we are to have a
foreign economic policy genuinely
in the national interest.

The program recommended'by
the President to carry us forward
towards these :goals" should ‘simi-
larly receive the full- support: of
the overwhelming majority of our
citizens-if -they are given the op-
portunity to understand- it well.

The Tariff Phase of the
President’s Program

The tariff phase of the Presi-
dent’s program are perhaps the
best example of the moderate and
gradual approach towards ' the
Administration’s objectives. It
embodies a “gradual and selective
revision of our tariffs.”

Within the framework of a
three-year extension of the Trade
Agreements Act, the President re=
quested authority to take any one
of three alternative forms of ac-
tion with respect to a given com-

modity, either (a) to reduce the
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rate by not more than 5% of the
present rate in each-.of the three
years, or (b) in the event that
the commodlty is not being im-
por ted or is being imported only,
in negligible volume, to reduce the
1945 rate by not more than 50%,
over the three-year period, or (c)
in the event that the existing raie
is. more than-50% ad valorem or
its equivalent, to reduce the raie
to not less than 50% over the
three-year perxod

In‘all of these cases, the reduc-
tions can only be made after peril
point findings by the Tariff Com-
mission, an- independent body.
Fulthermore, if 'a reduction is
made ‘and.if serious injury ensuss
or threatens, the reduction can be
withdrawn by the President by
use of the escape clause mecih~
anisms -

Moreover, except in the case of
the authonty to reduce the rates
of - commodities which are not
being imported or which are being
imported only- in negligible vol-
ume, the reduction can only take
place in return for negotiated con-
cessions from other countries.

° These proposals are thus perfect
éxamples of the-President’s bal~
anced approach to the problems of
trade. The direction is clear.- It is
recommended 'that we move fo-
ward ‘a- lower level of tariff
rates.  We must, however, move,
gradually and selectively so as to!
make sure that in accomplishing
the desirable goal of inviting more
trade through lower tariff rates,
we do not unwittingly damage
any legitimate: domestic interest
of industry, labor or agriculture
and so ‘as to insure that industry
and agriculture have adequatg

Continued on page 20
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Continued from page 19

Eisenhower’s Foreign Trade Policy

—A Move in the

time to make those adjustments
which may be necessary in ‘the
national interest.

The President’s Program
And Japan

The President’s program gives
high priority to expansion of
Japan’s. trading opportunities be=
cause of Japan’s difficult economic
situation and because of Japan’s
vital importance to free-world
mutual security.

Japan, as you.know, is an in-
dustrial nation, with a skilled and
hardworking population now num=
bering some 88 million people,
occupying an area about the size
. of California. The density of
population per square mile of
arable land is approximately
double that of the next highest in
the world. The population is in=-
creasing at about 1.2 million peo=
ple per year on the basis of a
death rate lower than the United
States and a birth rate almost as
high as ours. I have seen no re=-
sponsible demographic forecast
which suggests a population of

Right Direclion

less than 110 miillion people by
1980—25 years from now.

As a result of the war, Japan
lost her major sources of supplies
of raw material on the continent
of Asia and her island enipire. In
addition, the markets to- which
she traditionally shipped produects
of her industry to pay for her
supplies of food and raw materials
have become' severely restricted.
Her large merchant fleet of over
six million tons was largely de-
stroyed 'and’has been rebuilt now
to only three or four million tons.
Her industries suffered severe de-
precxatmn and obsolescence dur-
ing the war and this process
continued to a considerable ex-
tent during the postwar period as
well. Capital and credit are very
scarce in Japan.

The extra expenditures which
the United -Nations’ forces, es-
pecially the United States, made
in Japan prevented, up to 1953,
the emergence of the consequences
of a severe imbalance in the Japa-
nese international payments. In
1953, however, Japan suffered a
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balance of payments deficit of
$300 million in spite of large U. S.
expenditures. These expenditures
have, ‘declined ' appreciably - since
the Korean truce and in 1954 were
less than $600 million, or about
25% of the peak and further de-
clines are in prospect.

The stake of the free world in
the Japanese future is very great
indeed. If the Japanese people,
for whom Communist domination
would have disastrous conse-
quences : and who now have a
deep-seated desire to be a mem-
ber in good standing of the free
democratic world, can look for-
ward fo the time when they can
have an economy in reasonable
balance and can be accepted fully
as a trading partner in the free
world on''a reasonably balanced
basis, they will, I feel sure, stay
on our side of any curtain. But,
as the President himself has said,
Japan may slip behind the iron or
bamboo curtain if they are denied
the right to work toward a good
partnership with the free world
through their own efforts and
through acceptance of that part-
nership on the part of the rest of
us. I can think of few greater
tragedies to the position of the
free world than such an unhappy
event. Again, as the President
has said, it could turn the Pacific
Ocean into a Communist lake.

The major effort to solve the
Japanese problem must be made
by the Japanese themselves. They
must develop their resources
more fully and hold to the sound
fiscal

with the rest of the world in tech-
niques and knowledge in their in-
dustrial life and must become
competitive, as they are not now
in many respects, if they are to
export. They must turn their
backs _upon unsound trade prac-
tices in international trade and
be willing to accept the rules of
the game which govern the rest
of us. Finally, they must work
hard, live frugally and be re-
seurceful and efficient.

It is perfectly clear, however,
that even if the Japanese people
and their government take and
vigorously stand by the necessary
steps and decisions for a pro-
tracted period, they will not suc-
ceed in balancing their position
and relieving themselves from
reliance on unsure and im-
permanent sources of dollar ex-
change unless the free world as a
whole is ready, on a fair basis, to
accept several hundred million
dollars more of Japanese goods in
their markets, an amount, may I
add, much less than 1% of the
free world’s imports o

Japan had a prewar reputation
of engaging in many unfair trade
practices 1ncludmg dumping, and
unfair pricing and sales practlces
Although there is sufficient evi-
‘dence to support some of these
charges, the practices were not
as widespread as some of the
claims would suggest. In our plan-
ning to encourage trade expansion
we have been especially mindful
of these “unfair” practices. We
know of Japan’s prewar reputa-
tion and that there have been
some similar tomplaints in the
postwar--years+a g ainst the
Japanese. Naturally there are al-
ways some individual Japanese
businessmen ' who resort to prac-
‘tices which are’inconsistent with

the best interests of Japan. They :

are' reésponsible in large measure
for continuing the unsavory repu-

. tation of Japanese commercial
.| practices. The Japanese Govern-

ment, however, has taken meas-
ures to protect foreign property
rights, to improve quality control,
and to prevent dumping by a sys-

_tem of floor prices.on. certain
' export goods. But the Government
'} bas not always been successful in

ferreting out the violators. More-
over, the Japanese Government
link system which was intended

to encourage exports, has led to

dual pricing on the part of some
Japanese “exporters. The United

" States' Government has called: the

policies they have now -
| adopted. They must catch up

attention of the .Japanese to the
undesirability - of such practices
and has indicated that they may
very well jeopardize the free flow
of Japanese goods. The Japanese
Government orticials nave prom-
ised to remove any ‘remaining
obstacles to -the freer flow of
trade. They have recently in-
dicated. the modification of the
link system- so as to minimize, if
not remove, the resulting dual
price practice on the part of some
exporters.

Customs Simplificatien

While the Administration takes
legitimate pride in its progress
in the customs simplification field
in the last Congress, it is deter-
mined to continue in the direction
of further simplification. The goal
of customs. simplification is an
important one. There is no reason
why business should be impeded
by archaic procedures. These are
costly both to business and to
government. Any protection which
business requires in the national
interest should be in the form of
open substantive provisions such
as the tariff and not in the dis-
guised form of procedural handi-
caps to trade.

Moreover as you all know as
businessmen, it is impossible to do
business in an atmosphere of un-
certainty. - Both in the field of
valuation and in the field of
classification. the importer must
proceed -at his risk. He finds it
difficult to know in advance how
his merchandise will be valued
and how it will be classified.

As far as valuation is concerned

3 L] vty
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the President.has recommended
the passage of legislation similar
to the so-called . Jenkins Bill
which passed the House of Repre-
sentatives in the last Congress but
which failed of enactment in the
Senate. The present law calls upon
the appraisers to ascertain  both
the ‘forelgn value” and the “ex—
port value,” and to assess the duty
upon the - hxgher of the tv_.'o~ It
is now proposed to end this con-
fusing and unnecessarily laborious
process of ascertaining both these
sets of values, and to standardize
the basis of duty assessment as the
export value of the goods. Experts
in the field have been urging this
change for years, and it is probably
the most important. single im-
provement that could be made in
the customs admimstratlve ‘pra-
visions.

Equally dlsadvantageous to-busi-
ness is the present customs classi-
fication structure. Its undue com-
plexities which bear often little
relation to current business prac-
tice make for considerable un-
certainty as to the rate of duty
applicable to many imports. Only
recently I  noticed that'  the
Customs Court had to pass on the
question of whether a-canned beef
stew which was being imported
was a soup, a hash, or a non-
enumerated - manufactured article.
In practical business terms, this
sort of thing often means that the
importer has to buy and sell for
several years with the knowledge
that the duty can vary by as much

‘as 100% or more depending upon

the ultimate determination, As- in
the "case of valuations, the only
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hedge ‘that the . 1mp0rter has

‘apainst possible losses is to set an

exceptionally high price mark-up
on the imported product.

In order to take the first step
in improving and simplifying our
classification system, the Congress
last year dirécted the Tariff Com-
mission ‘to make a study of exist-
ing ‘classifications and to recom-
mend a révised classification of

imported products. 1 am connident’

that as a'result of this study, the
Tariff Commission will propose a
simpler more modern -classifica-
tion structure which will decrease
the area of uncertainty in deter-
mining ‘the rates of duty which
are applicable to particular pred-
ucts: !

Many ‘of the customs problems
‘which I -have been discussing can
be materially decreased by the use
of our Foreign Trade Zones since
it ‘is possible’ to get ‘the duty on
goods which ‘pass through the
zones into the United States pre-
determined whether or not the
goods have been worked on in
those zones. As most of you know,
I'am sure, our five Foreign Trade
Zones—New York, New Orleans,
Los Angeles, San Francisco and
Seattle — are areas in the port
where foreign goods ‘'can be
landed, repacked, processed, dis-
played, ‘re-exported . or. stored.
Since these zones are technically
outside the customs jurisdiction

of the United States, United States-

duties do not have to be paid un-

less and until the goods -are’

brought into the United States.
The* zonés serve a useful purpose

but ” m ‘my’ judgment they  have.

by no’ 'means’ fulfilled their full
potential to the importing frater-
nity and to American merchants.
I have recently had the pleasure
of discussing this subject with
some of the offlclals of your Asso-
ciation. I think, in particular, that
with a more imaginative ap-
proach, it would be possible to
- create some-cooperative. entity in
which ‘foreign ‘manufacturers and
exporters as well as American im-
porters: and merchants such as
yourselves could join and which
could establish a kind of per-
manent selers’ exhibit at one or
more of the zones. This would
help the buyer.in his search for
attractive goods. The Foreign
Trade Zones Board of which the
Secretary of Commerce is Chair-

man and I his alternate, . would
like very much to cooperate with-

-you and other groups in develop-

ing constructive plans in. -this

direction. i

General Agreement on Tariffs
And Trade

For some years now this coun-
try has been a party to the so-
called General Agreement: on
Tariffs and Trade. This Agree-
ment. which has never been sub-
mitted to the Congress has served
several important functions. In
the first place, it has provided the
framework for the conduct of
tariff negotiations with a great
number of countries simultane-
ously. This practice has been
found infinitely better than the
bilateral discussion of tariff

-problems which was current be-

fore the war. In the second place,
it has:provided a ‘code of trade
policies. .anid' - practices. " In" 'the
third place; it Has given 'us'a use-
ful forum for ‘the discussion -and
airing of trade grievances and
complaints as to the infraction of
the Code.

The President’s program in thls

fieid- has been to participate in’

the renegotiation of the organiza-
tional provisions of the Agreement
“with “a view to confining the
functions of the Contracting Par-
ties to sponsoring multilateral
trade negotiations, recommending
broad trade policies for individual
consideration by the legislative or
other "appropriate. authorities in

-the .various countries, and provid-’

ing a-forum for consultation re-.
garding trade-disputes.”: Such re-
negotiated -Agreement will  be

.submitted to the Congress far its

approval. At the same time, the
Administration has- proposed to
other - Contracting  Parties revi-
sions of the substantive provisions
of the Agreement to provide a

simpler stronger instrument con-
tributing more effectively. to. the
development of a multilateral
system of world trade.

The Contracting Parties to the'

General Agreement are now

meeting in Geneva and are ac--

tively negotiating with these two
purposes in view. It is the hope
of the Administration that these
negotiations will result in instru-

OUR ANNUAL REVIEW
AND FORECAST

As always;-the New--Year.holds many uncertainties,
But it is safe to judge that certain new investment groups-
will gain prominence in 1955, while other recent favor-

ites may lag.

Our Annual Review should help you formulate- an in.
vestment .policy for the coming year. It includes dis-

cussions of:

® Today’s-underlying economic trends
® The outlook for business
® A selection of promising industries
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ments which meet 1ts obJectlves
in'this field. ..

More U. S. Investment
Abroad Needed

Economic progress in the world

requires further development of

the resources of many countries.
ln many- instances local capital
cannot do the job alone. It is
therefore in our interest to en-
courage the flow of capital into
those countries from abroad. Asa
natural expression of our free en-
terprise economy it is our view
that such capital should be pri-
vately invested capital.

The job of attracting capital is
of course primarily one for .the
capital-importing countries. They
alone .can create the legal and in-
stitutional conditions which favor
investment. ‘We can point out to
them the advantages of private
,myestment and :give them, advice

as to ;the conditions under which
private capital will move. Beyond
that we can do little to affect the
socalled investment climate.

Let us not forget, however, that
the soundness of larger American
private investment abroad is in-
dissolubly linked with ‘American
trade policy. It would be foolish
for us to encourage a larger export
of capital if that capital must face
disappointment and frustration in
repatriating . that .share of . its
proper . earnings not reinvested
abroad. In 1953 the 20 billions of
American capital invested. abroad:
remitted 1.7 billion in earnings.
Doubtless more would have been
returned in the absence of. re-
strictions.
capital in 1953 was only about
.7 billion. Thus even now we have
to buy an extra billion dollars of
goods and services to finance this
net remittance. It would clearly
be tragically inconsistent to advo-

cate a greater export of American

The -outflow of fresh.:

-private capital unless we follow a
trade policy designed to increase
in an orderly way the dollar earn-
ing power of the rest of the free
world.

In order to do whatever we can
to make foreign private invest-
ment financially more attractive,
the President has recommended
legislation which would give a
14 point.tax advantage to Ameri-
can direct investment abroad.

To encourage economic devel-
opment abroad in those fields
where private investment is un-
likely, the President has an-
nounced our firm and continuing
support for the activities of the
International Bank. Moreover, in
situations and areas in which the
Bank cannot operate, development
loans by the Export-Import Bank
will be carefully considered by
the Administration.

..The International ‘Bank: secures
most of its lending resources from
the private capital market. It has
thus proved a useful instrument
for the channeling of private re-
sources into development projects
abroad.  However, its loans must
be made either to member gov-
ernments or to enterprises which
can ' secure the guaranty of a
member government. Moreover,
the nature of its operations and 1ts
charter make. it inevitable that its
loans -be fixed  interest ‘loans.
These two factors combine to
make the operations of the Bank
most. successful in the field of
loans: for basic facilities particu-
larly. those basic facilities which
are owned by governments.

" The Proposed International
Finance Corporation

: In order to expand the.useful-
ness of the International Bank

and its capable management into’

the fields where venture capital
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is most. necessary and thus to en-
courage the entry -of private cap-"
ital into those fields, the President
is recomemnding to the Cong ess
that authority be granted io parti-
cipate in the creation of an Inter-
national Finance Corporatlon as_
an affiliate of'the Bank. It is an-
ticipated that this Corporation
will make loans to private enter-.
prises in" the  fields of- industry,’
mining and agriculture without
the requirement of a government
guarantee. Moreover, it could
purchase debentures the interest
on which would be payable only
if earned. These debentures fur-
thermore could contain a provi-
sion under which they would be
converted into stock in the event
that the Corporation should sell
them to private investors.

This proposed International Fi-
nance Corporation is a frankly
experimental attempt to use gov-
ernmental resources in partner-
ship' with ‘private “capital. in ' the
hope that this may be a useful de-
vice for attracting private capital
into worthwhile enterprises.
When I was on the Staff of the
International Bank, I partiicpated
actively in the dlscussmns lead-
ing up to the development of this
proposal. I am confident that it
will prove a useful instrument.

" 'As a further example of our.
continuing interest in economic
development abroad, I should
mention the President’s firm sup-
port for the technical assistance,
program. This support extends
both to our own bilateral program:
and to the program administered-
by the United Nations with large
contributions. from the United
States. I am pleased to note in
this connection the increasing at-
tention being given to.the part
that private enterprise can play.

Continued on page 22
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URNPIKE BONDS

A Market Guide and Reference Card
CURRENT OFFERINGS — YIELDS — CALL FEATURES

Issue

Maine Turnpike Authority

Maossachusetts Turnpike Authority
Mystic River Bridge Authority [Mass.)

. Mackinac Bridge Authority (Michigan)
Florida State Improvement Commission

Lower Tampa Bay Bridge
Indiana Toll Road Commission
Kansas Turnpike Authority
Kentucky Turnpike

Maryland Bridge & Tunnel Revenue
Mississippi River Bridge Authority -

New Jersey Turnplke Authority
New Jersey Tumplke Authority

New York State Power Authority
New York State Thruway Authority

Ohio Turnpike Commission

 Pennsylvania Turnpike Commission 3
Pennsylvania Turnpike Commission

Vurgmm Toll Revenue

West Virginia Turnpike Commssmn
_ West Virginia Turnpike Cqmmns;lon

First Call

(as a whole)
Date @ Price

Maturity

1/1/89
5/1/94
3/1/80
1/1/94

4
3.30
2%
4

1/1/58
5/1/62
3/1/55
7/1/55

9/1/81
1/1/94
10/1/94
7/1/94
10/1/94
11/1/94
1/1/85
7/1/88
1/1/95
7/1/94
6/1/92
6/1/82
310 6/1/93
3 9/1/94
3% 12/1/89
4%  12/1/89

9/1/57
1/1/62
10/1/62
7/1/60
10/1/62
11/1/64
1/1/60
7/1/58
1/1/63
7/1/60
6/1/59
6/1/57
6/1/59
9/1/59
12/1/57
12/1/57

3y
32
3%
3.40
3
3.60
3%
3%
3.20
3.10
3%

Approx.

Yield to

1st Call
Date

3.33
3.7

20.60

Approx,
Current  Yield
Offering to
Price®* Maturity
1057, '3.71
103Y% 3.16
104 2.66
100 4.00

104
103 -
103
108

105
106Y,
943/,
100%;
104
105
108
1053
1013
105%
107
104
103Y%
983,
93%2
99

3.05
2.90
4.50
3.95
277
3.43
212
2.60
3.28 ¢
2.66
2.22
2.49
2.95
4.27
7.81
6.09

103%
103
103
104
103
105
103
1031,
103
103%
103
103
103
105
105
105 -

3.46
3.22
3.63
3.38.
2.83
3.37
2.85
3.10
3.12
2.88
294
279
2.96
3.05
4.10
418

We believe the information contained herein is correct but we do not guarantes its accuracy.

. *Prices and yields as of Janvary 17, 1955

\

- NEW. YORK' OFFICE: .
40 Wall Street
i HAno_v’or 2-5252

We will be pleased to hear from.in-
stitutional and.mdmdual investors.
and dealers-interested in Turnpike.
and Bridge ‘Revenue . Bonds. who
would like to receive our Market
‘Guide and Reference: Card which’
is issued at regular intervals:

* WASHINGTON OFFICE:
805 15th Street, N. W. -
District 7-6ﬁ03
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Centinued from page 21

Eisenhower's Foreign Trade Policy
—A Move in the Right Direction

ic transferring skills to other

couantries.

1f we are to have increased
trade in both directions and if we
zre interested in economic prog-
ress throughout the world, nothing
is more important than the re-
eztablishment of the system  of

multilateral trade and payments,

vhich was one of the war’s
casualties. For this to.be done,
ti:e convertibility of the major,
currencies must be reestablished.

The President has' therefore:
znnounced the firm support of the
United States for appropriate ac-
tions which countries -having in-
convertible currencies are willing
tc make in the direction of con-
vertibility.

In ‘this respect, the President
haos followed the wise counsel of
tie Randall Commission that we
vndertake no dash towards con-
vertibility but a' moderate ‘and
gradual approach. He has also fol-~
Iowed the advice of the Commis-
&on in recognizing that the- ini-
tiative must come fromthe coun-
tsies now having mconvertlble
carrencies. We can give our en—
couragement and at approprlate
times throw our support inh the In-
t2rnational Monetary Fund to the
use of its resources as'a second-
acy line of reserves for countries,
vadertaking currency convertibil-
ity. The main part of the job is,
however, theirs.

* Through the General ‘Agree-
ment on Tariffs and Trade which

' quotas, exchange controls,

" the President proposes to renego-

The Commercial and Financial Chronicle . .

rapidly approaching a proper bal-
ance of which full convertibility
of currencies is the crowning
symbol. The leaders of the free
world - outside the United States
want this too—want it in fact as
'much if not more than we do. Let
us then give them the encourage-
ment they ask so that they may be
heartened to take the difficult de-

tiate through the International cisions and steps so essential to a

Monetary Fund and in bilateral
negotiations, the Administration

freer world trading community
based on the sound principles of

will continue to urge other coun-' time-tested economics.

tries to abolish or reduce barriers
to trade and payments as rapidly
as possible. If we are to have
economic progress throughout the
world, we must get rid of import
mul-
tiple currency practices and sim-
ilar devices which discourage the
most efficient use of resources.

Sometimes we forget the mass-’

ive effect which the overwhelm-
ing strength of the United States
has upon the policies and actions
of the rest of the free world. One
only has to spend a few days talk-
ing in the Ministries of our friends

in Europe and elsewhere to recog-

nize that the whole free world is
waiting to see in which direction
we will move, The direction is the
important  thing.
States- should' now decide to ‘don’

again the cloak of protectionism,

there is no doubt it would’ attract,
the rest of the world strongly in
the directionh of further regional
preference systems, bilateral trade:
and payments echemes policies of
self-sufficiency however uneco-
nomic-and an-‘expansion of East-
West trade irrespective of security
corsiderations. "Is this what we
want to see? I think the answer
is clearly NO. In our own deep-
est self-interest, we need a world
of ‘fair competitive enterprise

* CHARLOTTE *

Atlanta, . Greenville

"UNDERWRITERS DISTRIBUTORS - DEALERS

Corporate and Municipal
Securities-

Established 1919 ’

R S. DICKSON & COMPANY
' INCORPORATED '

Members ‘Midwest Stock Exchange "

NEW YORK,

6=
‘CHICAGO

. ‘Raleigh ; k; 'Riéhmond ‘

Dnrect Wire Betwnn New Yeork, Charlot!e, Clucngo, . AR 1
Allan!a and Ralexgh Offlces '

If -the United!

d bubﬁc

ONE WALL STREET

SPECIAL SITUATIONS

HETTLEMAN & Co.

- Telephone: Wl{nehall 35770

NEW. YORK 5, N. Y.

|' Goelet, real estate;
o o | Wllhams, Ichabod’ T Williams &

Sees Greater Role for
New York Gily Banks

N. Baxter Jackson, President of
recently merged Chemical Corn
Exchange Bank, says metropolis
banks stand ready to play part
in new world of atomic energy

and automation. 3

An expanding activity for New
York banks was predicted on Jan.
18 by N. Baxter Jackson, Chair-
man, at the annual meeting of

Chemical Corn
Exchange

Bank of New .

“York City.
Mr.Jackson,
who also is
President of
the New York
Clearing
House, de-:
clared that
“Just as the
< city has played:
leading roles
in financing
the great eras
.of railroad,
industrial and
utility . expansion, . this
metropolis stands ready. and will-
ing to play its part in - a new
world of atomic energy and auto-

N. Baxter Jackson

living standards to-all people.” In
this regard, Mr.
“it should be noted,
productivity always provokes in-
creased consumption of goods and
services with correspondingly
greater employment of ~capital.
Thus, we believe, banking in gen-

“eral and Chemlcal Corn Exchange-

Bank in particular- are on the
threshold of larger responsibili-
ties. with commensurate reward
“for quality._service.” o

Their {first annual meeting since
the merger last October of Corn
Exchange Bank ,Trust' Comipany’

the yshareholders -were given ‘a
.pieture of the present Chemical

" Corn Exchange ‘banking system-
which.has a total of 98 offices in’.

‘all five' boroughs of Gtreater. New
York. i

The bank, Mr. Jackson pomted
out, is'now “in excellent posxtlon
to .contribute to the; economic
growth not only of Greater. New
York but of the nation. We are
indeed fortunate ‘to be strategi-.
‘cally located in the greatest of:all
cities, -the crossroads -of interna-

interesting to know that in' New
“York ' City, “since the ‘war, | more
than 17 million square feet' of
modern - office space shave - been
. completed or are well under con-
struction. This mcrease alone. is
“a 'greater amount of $pace, both
old and ‘new, than exists today
~in .any other city of rthe world
‘save one.”

The meeting was held on the
.banking floor of Chemical’s Main
Office at 165 Broadway. ‘Eight
directors, whose terms were ex-
| piring, were re-elected as follows:
i Robert A. Drysdale, Drysdale &
' Co.;-Frank K. Houston, Honorary
Chairman of the Board; Dunham
i B. Sherer, New York Robert
Thomas R.

' Sons; John R. -McWilliam, {Vice-
¢ Chairman; Harold H. Helm Presi-
dent; W. Ross McCain, Chau‘man
of the Board; Aetna Insurance

gitized for FRASER

aser.stlouisfed.org/
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mation that should bring: better-

Jackson said, . .
mcreased :

with Chemical Bank & Trust Co.,.

tional business and finance.: It is~

. Thursday, January 20, 1955

Thef,ﬂppliancg IhddSlry in 1955

General Sales Manager
Kelvinator Division, American Motors Corporation

After pointing out the unfavorable situation in the app'iance
industry in 1954, Mr. Packard discusses business factors which
portend lmproved condilions and greater marketing opportini-
ties in 1955. Says, however, the capacity to produce major
electric appliances still exceeds size of the present market, and
appliance merchandising can be expected to be mtensely com-
petitive. Refers to preblem of “dxscount houses, and contends,
despite unfavorable factors, the  “app'iance business is well
-worth fighting for,” and stresses need of more creative selling.
Forecasts - appliance sales in ’55 at -around 14 miilion units.

Since trends indicate changes
from the present, perhaps I should
spend a few moments summariz-
ing 1954, so that as we discuss ’55,
we can do it from the standpoint
of the changes we can expect
from conditions of this past year.
Without going into a lot of detail,
I think it is now obvious.to all of
us that as an industry we went
into 1954 with business con-
ditions generally at a slower pace
than they were in ’53. The mar-
ket for major electric appliances
during 1954 was lessened by a
continuing lower” family forma-
tion rate, and by the fact that we
had no appliances reaching the
replacement age of 10 years, since,
of course, none were manufac-
tured in 1944.

In addition to these two market
factors, inventories of prior-year
merchandise as of* Jan. 1, 1954
were on the high side in-relation
to “sales rates. As a result of
these factors, the first five months
of 1954 saw what I believe was
the most competiitve sales condi-
tion that we, as an industry, had
ever faced.

" Beginning_in July, with the
general pick-up in business con-
ditions, new life came into the

*An .‘address by ‘Mr. ‘Packard at the

appliance business, and from Au-

gust on, previous year’s sales fig-

ures were exceeded in every

month. As a result of this change, -
much of the lost volume in the

early part of the year has been

picked up, and according to the

statistics on annual sales furnished

by Electrical Merchandising, we -
will wind up 1954 with only about

40.000 less appliance sales than

were made in. 1953. Electrical

Merchandising’s final figures .
show 12,771,000 units for ’54

against 12,813,000 units sold in

1953. By every standard, nearly

13,000,000 appliances sold in a
year “is big -business,

. As we-come to the close of the

year, we see another very favor-

able factor. ‘Inventories of major

appliances in the hands of manu- -
facturers and distributors are-only

5,000 units more than they were

at the end of last year. When the

carry-over ' inventories' of room
air conditioning units and auto-
matic. washers, -which .are of
course-up because of the increased -
selling pace of this product, are-
eliminated from the totals, inven-
tories of all other appliances com-

- bined are 24%_less than they were

o Nov.-30.a year ago. Coupling!

Annual Convention ~f .the National Ap-, this fact with.the increased sales*

pliance and Radio-TV "Dealers Assoma-
tion, Chicago, Ill., Jan: '10,-¥955.

- pace, I feel our industry inventory .
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situation is-in-a-very healthy con-
dition. :Certainly there is every
indication that there will be less
prior - year merchandise to- be

moved in ’55 than any year: since*

1951

of individual appliances last year,
refrigerators, ranges, and freezers:
will all come within 10% of 1953
figures. Although the air condi-:
tioning industry is- plagued by-
tremendous overproduction,
final sales figures indicate the

biggest year yet, with over 1,200,--

000 units. For the first-time auto-

matic washers out-sold conven-:
tional : washers two to one, and.
one clothes dryer was. sold for-

every three automatic washers.
" The' result of this performance
means that the total dollar ‘vol-
ume in laundry equipment sales
greatly exceeded the prevmus
year.

So much for 1954.

As we look ahead to the next
year, we are, of course, all con-

scious of the predictions by both

government and business econo-
mists that better over-all business
conditions can be expected. Em-
ployment - will be up, and unless
conditions on which these predic-
tions- were made change during
the year, it is expected that over-
all business. will- exceed 1954 by
from 5 to 10%.

There are two factors whxch dl-
rectly affect .the ‘appliance indus-
try, in addition to the encouraging
over-all = business improvement:
Reflecting the low national birth-
rate of the depression years two -
decades ago, 1954 was. probably,
the low year in the rate of new
family formation, which has been
‘dropping since 1950.. The turn
upward should begin in 1955, with
each year showing greater in-
credses from here on. New family
formation is, of course, one of the
most important factors-in determ-
‘ining the market for major appli-
ances.

" The second factor is the current
boom. in' new home construction.

SOVEREIGN
INVESTORS

A MUTUAL INVESTMENT.FUND

Prospectus upon request

‘CGEORGE A: BAILEY & CO.

‘845 LAND TITLE BLDG., PHILA..10, PA’
. General ‘Distributor

Rlttenhouse 6-9242

SECURITIES.
OUTLOOK

The January -issue- of our
timely survey assesses
business prospects ‘for the
new year, together with
a selected:list of securities -
with attractive investment
possibilities for 1955. Each
month our Research .De--
partment discusses in-this
publication topics of special .

. interest to serious-minded -
investors.
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its.

As a result of the changes made in*

the Housing Act’ of 1954, making

lower--down payments and more"’
favorable purchase terms- avail-:

able to. home .purchasers, new

- home construction has:gone ahead
i As we look at the performance .

by leaps and bounds.- Preliminary
figures indicate ‘that Novemebr,
1954 'will set an all-time record in
new home starts.for-that month.
Here, again, both -government and

business: économists are forecast-.

ing ‘a continuation of. this trend,
and -if it .continues 1955 will see
1,300,000 new. residential units
built in this country.

-~ When you add.to these favor-
able business factors the continu-
ing growing acceptance of our
newer appliances, it all adds up
to a much brighter picture from
the standpoint of market oppor-
tunity in the year ahead.

However, we all realize that the
capacity to produce major electric
appliances of all.types still ex-
ceeds the size of the present mar-
ket. As long -as this -condition.
exists and, in my opinion, it may
be with us for . two-or three more
years, - appliance merchandising.
can be expected to continue to be
intensely competitive. To say it
another way, I think we all know
that we have more manufacturers,

more - distributors, and- more re--

tailers in the appliance business,
than .are required o serve ade-

quately, present-markiet needs.

Under conditions -of “this Kkind;
each manufacturer, distributor
and retailer is constantly striving
to obtain' a larger share of indus=
try volume than is readily avail-
able ‘to him: The result of ‘this

‘can only be aggressive competi-

tion at all levels- within -our “in-
dustry.

I am- sure that all of you expect

me to include in my remarks on

trends in ‘our industry some refer-
ence to what has been the most
publicized retail trend  of 1954.
I refer, of course, to the growth in
both number.and volume of what
the trade has termed “discount
houses.” This problem is facing
retailers in many fields besides
appliances, including floor cover-

-ings, jewelry, silverware. You:

even find it now in the automobile
business.: Our industry: has borne -
the brunt of many newspaper and
magazine articles on the subject.

- Most of the’men in this' room /that digd not happen. While these:

know me personally, and many of :

" you have know me for a good

many years. All of you who know

*me personally also know of my'

sincere'and- continuing interest in-
the stability of the retail segment
of our industry. .You -also. know .
that my associates and my com-
pany continue ‘to’ work in .every:
way we ‘can.in 'the .interests: of
sound retailing.. I think .most. of
you know. that we refer to this as
“retail-minded thinking.”
Knowing this, I am sure all ‘of
you must understand that we have
stiidied - this. trend  in - discount
house operations — literally inch
by inch - ‘in ‘the hopes that:we
could find:a practical-solution. to
the problems this type.of selling
has brought to: conventional re-
tailers, You must-understand that
we' or any other .company. would-
love to-be the first-to find the
solution, and: I am sure that who-
ever does will deserve and receive
a lot of credit from. the industry.
However, as of now, T can only
honestly say to you that in spite
of the time and attention-we have

.given to this subject, we still do

not- see what the lasting effects
of this‘trend will'be on the-over-
all retailing structure in owur in-

dustiy.’ There 'is one- important.

historical lesson, however, regard-
ing this situation which T want to
leave with everyone of “you this
morning. -

“.A number of you can go back
with me in your minds to the
early 1930’s when the department
and furniture stores of America
entered the retail appliance field.
Those 'of you who remember this
in the early:30’s will also remem-
ber that these stores brought into
our industry a new and more lib-
eral term structure.  They initi-
ated the selling of refrigerators
on the meter plan, for nothing
down and only 15c.a-day. I well
recall the predictions made at that

. RamBo, CLOSE & KERNER
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¥
time—that since these - terms were -
not available to .the .appliance-
‘lype retailer, he would soon lose

his: position in-our industry.  But -

‘it is.now a matter of history that-

merchandising accounts. brought
new competitive terms into the’
business, -at 'the same' time' they
‘brought with them a tremendous
volume of retail advertising. Pub-
lic acceptance for -appliances in-
creased rapidly “and, 'as a result,
there .was more busmess for -all. -
Appliance .dealers gained in
strength.

A 'few years latet the mail or-
der segment of our business be-
came unusually aggressive and of-
fered appliances at $40 to $60 un-
der existing price structures. Once
again dire-predietions were made
about the end of the appliance re-
tailer; but, once again, and partly-
as a result of moves my company
was able to make, appliance re-
tailers emerged from  these .com-
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-petitive. .conditions - stronger and
with a larger per cent of- mdustry
‘volume than they had had before.
Just 'as: the appliance retailel;
met-the- challenge of these tW9
revolutions = in merchandlsmg
methods -in our .industry .in the
past, 5o, too, do we expect that he
will meet the challenge of today.,
By working closely with those|
manufacturers - and . distributors’
who believe in and practice sound,
business methods, he can contmue
to get an ever increasing share of’
the total appliance  sales avaxl-
able .

-1 would like to make one other
over-all ‘comment at this point.’
While 1955, with a continuation’
of some of the conditions I have
mentioned, may be a pretty com-
petitive year, the future in the
appliance business is well worth
fighting for... Five or 10 years
from now, when new families w1ll
be formed at a. record rate, as a'

Continued on page 24
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Continued from page 23

The Appliance 1nduslry 1in 1955

result of the tremendous birth
rate of the early 1940’s, and when
all of the millions of appliances
sold in the late 40’s and early 50’s
reach replacement age, more man-
more dis-
tributing capacity and more re-
tailing capacity than we have yet
seen will be needed to handle the
potential appliance volume. I
don’t know of an industry where
the long-range outlook, based on
fact, bespeaks a more favorable

future than our appliance indus-
try.

}I,\Jow, I am sure you would like
to have me spend a few moments
on what you, as individual re-
tailers, can do to successfully com-
pete under today’s conditions and
get your share of the major ap-
pliance market in 1955.

As we started into 1954, our
predictions were that more than
11,000,000 major electric appli-
ances would be sold. Coupling
this figure with the fact that at
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_many new . customers,

if the other.
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the beginning of the year the{e
were 44,000,000 wired homes in

the United States, it was obvious.
that on the average, one out of.

every four families in this country
would buy a major electric appli-
ance during the past year. With this
information as a basis, we started
right out the first of the year try-
ing to get the retailers we were
working with to see the oppor-
tunity they had if they would get
busy and talk to people rather
than to continue to wait for cus-
tomers. In every way we knew
how we tried to convince our re-
tailers that the day had come
when it was going to be necessary
to talk to four people to find one
customer. Based on past experi-
ence, we assured. our retailing
friends that they would develop

would get their sales organiza-
tions to understand this fact, and
to take every opportunity possible
to talk to people. Our results and
the results of the retailers who

worked with us are now a matter

of record. This type of creative
selling worked; and thousands' of
plus sales were made by retailers
using it with us in 1954,

Many in this room participated
in two, three or four of the vari-
ous sales campaigns we brought
you, built around these precepts.
Since too few of you had or could
get salesmen to go out and look
for new prospects outside of your
stores, we developed a series of
campaigns designed to bring peo-
ple—not customers, mind you, but
people—to your stores. We then
developed and placed in your
hands materials to use within your
stores, to help you in classifying
the people and finding out which
were potential customers.

This may all sound complicated
and the hard way to do ‘business.
But believe me, - gentlemen, it
worked; and it produced business
for .retailers who- worked with us
from one end of the country to

Let me give you just two -or
three quick examples of the. kind

of selling I am talking about.-In

the, early. part of .the year, we
started out with one of the oldest

‘gimmicks for bringing people inte .
“how.'ether. salesmen or - retailers

the store .that I know of. We
called it the Lucky Key Campaign.
You all know it is built -around
distributing keys, and getting peo-
ple to come to your store.and try

‘them in locks, in hopes of winning

a'prize. Some retailers used this
with little or no sales results, and
it was easy to see why it did not
work for them, . ’
I. was standing in a store one

morning when a customer came in

if . they.

with' a key in her hand. The
owner of the store was busy re-
arranging some stock at the back,
and without leaving; called to her:
“Do you have a key to try?”

She said, “Yes.”

The retailer said, “There’s the
lock right over there.”

She tried the key. It didn’t
work. As she was leaving the
store, he called again, “Didn’t
work?”

She said, “No.”

He called back as the door
door closed: “Sorry, better luck
next time.”

Let me compare this with the
experiences of many retailers who
produced a lot of added business
from this simple activity. Most
successful was the dealer or sales-
man who offered to help the cus-
tomer try the key.. When it didn’t
work in the lock for the main
prize, he-told her she still had
an opportunity to win 'a consola-
tion prize. He invited her to
register, leaving her name and
address and stating the appliance
she was interested in owning, and
then try a second lock. After
registering, her key of course
opened the second lock, and she
received a mipor merchandise

prize for her trouble. The retailer

by this time knew the lady’s chief
interest, and had established a fa-
vorable atmosphere by being
courteous and helpful. In case
after case appliance sales were
made in hours or days as a direct
result of this activity.

Let me give you another exam-
ple of creative selling in the store,
and how it works. Later in the
spring, we ran a national contest
with a $25,000 home as first prize.
We encouraged -people, not cus-
tomers, to go to our dealer’s store
for an -entry blank. Once again;
results were directly in relation to
the 'way dealers' handled people
coming in for entry blanks. I am
sorry to say that in'some stores
entry: blanks ‘were. placed on.a

‘. table . at’ the . front - of -'the - store.

When -a- .customer came’ in and
asked . for.. one, the, salesman
pointed ‘“Right over . there,” and
that was .the end ‘of that oppor-
tunity.

‘. Let me- again review  for yeu

turned - these opportunities . into

sales.- When the prospect came.in: aless
may -be in the room. here today,

she ‘'was .asked  first to register.
The salesman at.the -same time
asked her  which appliance she
would like to win, in case she
didn’t win the house.. After getting
her reply, the salesman then of-
fered to be helpful by telling her
all about the appliance she was
interested in, so she could write

a-better entry. Thousands of sales.
were: produced by this type of
creative selling.

- Here’s -an 'interesting example -
of what I mean. A ‘dealer in a
Midwestern city was pretty dis-
gusted with selling conditions in
his market, and in a conversation
with one of our distributors, in-
dicated that if things didn’t get
better pretty quick he was think-
ing of quitting the appliance
business. The distributor asked
him what he was doing to create
business, and received the answer
too often made to this question—
literally nothing. So the - dis-
tributor asked him to try it Kel-
vinator’s way a few weeks before
giving up. - He proceeded. to ex-
plain to the dealer the opportuni-
ties in the Homemaker’s Holiday
Contest, and offered detailed in-
formation on how -to- find cus-
tomers by talking ‘to people. -Tne
story from here ongoes like this:

The dealer was alone in his
store about nine o’clock on a-Sat-
urday night. A lady and her hus-
band came in as a result of a card
in his window, and asked for an
entry blank. Since he was alone,
had nothing else to do, and
thought maybe here was an op-
portunity to find out for himself
that this kind of selling didn’t
work, he decided to give the cus-
tomers the full treatment. He ex-
plained the contest, found out
which appliance the lady would
like to win, offered his assistance
in writing a better entry, and
gave her a complete demonstra-
tion on her choice of appliance—
which happened to be an upright
ifreezer. Much to his surprise he
found interest, he created a desire,
and got action. Then he showed
the refrigerator that matched the
freezer in- size and looks, and his
prospect would up using her old
refrigerator as.the down payment
on both the freezer and- a. brand
new refrigerator,

. This.isn’t the -end-of the: story.
At 11.o’clock that Saturday night,
he called our distributor at his
home, . got him out of bed .and
said:- “I just:had to ecall you-up
and tell you that-your fool. plan
worked. I just sold an 18-foot
freezer and matching: refrigerator
at full list price, and it is the first
full list sale I’ve made in months.”
Needless to-say, this dealer; who

went: to work on creative-selling
for the rest of the season.

‘Later in the-vear, we provided
retailers- with a little insulated
shopping bag that they could ‘ad-
vertise as a $3.95 value and sell

Continued on page 113
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Our Reporter on Governments

By JOHN T. CHIPPENDALLE, JR.

The government market con-
"'tinues to be unsettled, because the
money markets are very conscious
_of the credit limiting policies of
the powers that be. The fact that
the rise in the stock. market is
mainly responsible for the action
- which is being taken by the Fed-
eral Reserve Board, means that
the trend of the equity market is
.being watched very closely by
,money market specialists. It is
evident that as long as the stock
‘market is in the boom stages,
there will be action by the mone-
tary authorities to decrease the
-availability of bank credit.

The middle- and longer-term
governments are still on the de-
fensive, because not only is the
market for these issues very thin,
“but also there is a great deal of
talk about a long-term Treasury
"bond being used for refunding

" purposes in the middle of March.
Short-term  issues have a good
demand, because cautious money

“always seeks this kind of invest-
ment.

Treasury Market Sensitive

A very thin and sensitive Gov-
" ernment market is trying to keep
it§ head above water, even
though a defensive attitude seems
"to- be in ‘the cards for the im-
mediate future. The money mar-
kets are under the influence of
" the credit tightening operation of
the powers that be, because the
stock- market seemingly has
reached levels which are not con-
- sidered to be favorable for the
- economy. It seems to be evident
that Federal Reserve policy with
- reference to the trend of interest
" rates, will be one of modest firm-
. néss. for the foreseeable future:
‘Whether there will be further
tightening of credit conditions will
- depend upon what takes place in
the equity market.

Credit Restriction Policy

The monetary authorities are in
a' pesition ‘to cut down the avail-
ability of bank credit, and this
operation will have an effect upon
the money market as a whole,
and ‘the “Government bond mar-
ket in particular. As the powers
- that ‘be, bring about a reduction
in excess reseryes in order to give
them better control over the
- meney markets, very dittle, if any,
attention will be given to the
Government bond market by the
monetary authorities. This seems
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to mean that a Government mar-
ket, which has no depth at all,
will have to depend upon dealers,
traders and investors for what-
ever equilibrium there will be
in it. :

To be sure, there will be a
demand for the shorter-term
Treasury issues, because when
there is uncertainty in the money
markets, as there is now, funds
seek ‘the most liquid and the
safest form of investment, namely
the near-term Government ob-
ligations. :

Intermediate And Long Bonds
Under Pressure

The intermemiate and longer-
term Treasury obligations will be
on their own, because with a
change in monetary policy al-
ready taking place, which in-
dicates a tightening in interest
rates, there is not going to be the
same attractiveness in these issues,
Accordingly, it seems as though
the most . distant Government
maturities are going to be on the
defensive as long as the monetary
authorities are going to be con-
cerned with the credit limiting
operations.

With the longer Government
market under the influence of
the changed monetary policy, the
question arises as to whether the
Treasury will bring out a long-
term bond for refunding purposes.
There is considerable talk about
a long-term bond being used to
take care of the 27%s which have
been called for payment on
March. 15. If a long-term obliga-
tion should be floated to meet the
impending maturity of the 27%s,
there would be an extension of
the due date. Also in the amount
that non-bank investors would be
buyers of a new long-term bond
there would not be any creation
of bank deposits.

Likewise, if the savings banks,
insurance companiés, and pension
funds as well as other investors
of this type should be purchasers
of a new long-term Treasury
bond, there would be competition
with mortgage money which these
institutions have been making
available. ’

Commercial banks with ‘the
credit tightening policies in op-
eration, would not be very much
interested in a ‘long-term Gov-
ernment bond. Also a long-term
Treasury bond, at this time would
have to have a high enough cou-
pon rate to make it attractive to
those that would be in a position

to purchase them. This brings up -

the question as to whether: the
Treasury wants to go that high in
coupon rate to make such an issue
a real success.

Another Reveisal on
Monetary Policy

By JULES 1. BOGEN

Professor of Finance, Graduate School of Business Administration
New York University .

Dr. Bogen forecasts a reversal of monetary policy from active
ease to restraint, when and as unstable boom conditions make
their appearance in some sectors. Says recent business upturn
removes justification for a monetary policy of “active ease.”

Another reversal of monetary
policy, from active ease to re-
straint, is under way as unstable
boom conditions make their ap-
pearance in
some sectors
of the econ-
omy. The pol-
icy of active
ease was
adopted by
the Federal
Reserve Au-
thorities in
mid-year of
1953 to com-
bat the busi-
ness recession
which began
at that time.
Unf{ortunate-
ly, the au-
thorities felt impelled to take
some extreme easy money meas-
ures to make the new policy suc-
cessful. A major reason for this

was ' their ill-timed resort to a
very aggressive tight money pol-
icy in the spring of 1953.

- Evidence now accumulates that
the easy money measures of 1953"
and the first half of 1954 were
only too effective, at least in cer-
tain  directions,r When the na-
tional economy is in reasonably
good balance and the underlying
structure of industry and finance
are strong, low interest rates and
ready availability of credit prove
to be powerful stimulants indeed.
This was so in 1927, It is proving
to be so now.

Most striking is the impact of
easy money upon building and’
mortgage borrowing. Outstanding
real ‘estate mortgage debt in the
third quarter of 1954, the latest
period for which statistics are
available, registered an increase
fully 40% greater than in the cor-
responding .period of 1953. This
is the more significant because
the liberalized FHA mortgage in-
surance terms provided by the
National Housing Act of 1954
went into, effect only on Oct. 1, so
that. their impact is not yet re-'
flected in mortgage statistics. ‘

Dr. Jules 1. Bogen

The business upturn of recent
months removes the justification
for a monetary policy of “active
ease.” In addition, the near runa-
way rise in mortgage borrowing
and the spectacular rise in stock
prices are boom phenomena that
threaten the stability of the econ-
omy for the future.

There is a danger, however,
that the Federal Reserve authori-

. ties, recognizing these dangerous

consequences of the policy of
“active ease,” may. now reverse

_gear and again overdo restraining

measures. Credit policy can be
too flexible, swinging from one
extreme to another with disturb-
ing consequences to business. In
departing from the excessive ri-
gidity. imposed: upon credit policy
by the pegging of government
security prices, the Federal Re-
serve authorities display a ten-
dency to resort to excessively
wide and abrupt swings in credit
policy in the name of “flexi-
bility.”
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NASD District 13
‘Elects Cook, Johnson

Harold H. Cook, of Spencer,
Trask & Company, has been
elected chairman of the District
No. 13 Committee of the National

Harold H. Cook Robert C. Johnson

Association of Securities Dealers,
Inc., it is announced. Robert C.
Johnson, of Kidder, Peabody &
Company, was named Vice-Chair-
man of the committee which
covers the States of New York
.and Connecticut and the' greater
portion of New Jersey.

Other members of the commit=
tee are: Ernest W. Borkland, Jr.,
of Tucker, Anthony & Co.; John
S. French, A. C. Allyn & Co., Inc.;
Philip H. Gerner, George D. B.
Bonbright & Co., Rochester, N. Y.;
Charles C. Glavin, The First Bos-
ton Corporation; Henry Holbrook
Hyde, Putnam & Company, Hart-
ford, Conn.; Edgar J. Loftus, W.
C. Langley & Co.; Allen J. Nix,
Riter & Company; John J. O’Kane,

Jr., John J. O’Kane, Jr. and Co.;
Ralph C. Sheets, Blyth & Co., Inc.;
and W. Enos Wetzel, W. E. Wetzel
& Co., Trenton, N. J.
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Public Utility Securities *

By OWEN ELY

Northern Indiana Public Service Co.

Northern Indiana Public Serv-
ice supplies gas and electric serv-
ice in 28 counties in the northern
part of the state. Through the
company or its predecessors gas
service has been supplied for over
100 years and electric service for
about 70 years. Approximately
56% of revenues are derived from
electric service and 44% from gas
service,

The electric system is a fully
integrated network serving some
225,000 ‘customers in 229 com-
munities and rural territories, plus
some wholesale business. Gas
service is furnished in 62 com-
munities from two gas systems.
The service area of 12,000 miles
runs from the Ohio line on the
east to the Illinois line on the
west, extending some 45 miles
along the southern shore of Lake
Michigan. Gas and electric serv-
ice is furnished in Gary, Ham-
mond and East Chicago; gas only
in Fort Wayne and South Bend.
Smaller cities and towns, rural
communities and lake resorts are
furnished one or both services.

Many large and diversified in-
dustrial plants are located in the
Calumet region of northwestern
Indiana, known as the “Workshop
of America.” They include manu-
facturers of steel, automobiles,
automotive and airplane parts,
electric motors, farm equipment,
chemical, copper and rubber
products, oil refineries, etc. While
the area has the largest steel

plant, the largest cement plant
and one of the largest oil
refineries in the world, it is not
dominated by any one industry.
About 9% of the company’s reve-
nues are derived from steel plants,
5% from other primary metal in-
dustries, and 3% {from oil re-
fineries.

Moderate-sized farms produce
livestock, dairy products, . grain
and poultry under excellent
climatic and soil condtions. Gen-
eral crop failures are unknown,
since  adverse conditions have
never affected all crops in the
same season. With so diversified
a farm output and with so many
different kinds of manufacturing;
Indiana is in excellent position to
take fullest advantage of the
chemurgical research being car-
ried on at Purdue and Indiana
Universities.

The company’s service area has
a population estimated at 1.3 mil-
lion, about 23% larger than in
1940. The city of Gary is growing
even faster, with a 13% gain in
the last four years. Future com-
pletion of the St. Lawrence Sea-
way is expected to begin a new
era for cities in the Calumet
region. Development of terminal
facilities along the southern shore
of Lake Michigan, plus the pro-
posed widening and deepening of
the Calumet Sag Canal, will per-
mit barge traffic from the Missis-
sippi to connect with ocean-going
vessels. A new industrial city,
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Burns Harbor, is being set up in
the northern part of the territory
between Gary and Michigan City,
and it is forecast that it
eventually become the largest in-
land seaport in the world. Work
is also progressing on a $280
million toll road across northern
Indiana, which will be the final
link in a New York to Chicago
expressway.

The company has enjoyed ex-
cellent gains in earnings consider-
ing the fact that the area is not
usually regarded as rapid growth
territory. Revenues have in-
creased from $12 million to $68
million since 1934, and more than
doubled in the postwar period.
Net income has increased more
than tenfold since 1934, and has
nearly tripled since 1945.

The share earnings have in-
creased in every- year but one
since 1944, when 91c was earned,
$2.40 was reported in 1953 and
about $2.45 is estimated for 1954.
President Mitchell expects an in-
crease in net income of about 5%
in 1955 but whether this will
benefit share earnings depends
somewhat on the character of the
financing decided .upon this sum-
mer—whether the security offered
will be a convertible preferred
stock, regular preferred, or com-
mon stock.

Dividend policy appears to
favor about an average 70% pay-
out. This might warrant a modest
increase from the present $1.60
rate, which represents about a
65% payout.

The company is continuing its
expansion program, spending
about $54 million in 1955-56. It
still has a substantial growth
potential in house-heating gas
business—10,000 more customers
can be taken in 1955, with more
storage gas becoming available
from the Herscher Dome, and
there is a potential of 50-60,000
new customers when enough gas

. is available. The company is well

situated with respect to off-
season sales of natural gas, and
can also use it economically as
fuel in the electric plant.

The company’s equity ratio has
been increased from 17.6% in 1944
to about 329% at present; Presi-
dent Mitchell feels that 35-36%
would be a reasonable goal.

Northern Indiana has for some
time been the largest electric
utility whose stock was unlisted.
The management has now decided
to list the stock on the Big Board,
possibly in the near future. The
stock has been selling recently
around 32 to yield 5%. The price-
earnings ratio is around 13 com-
pared with a general average of
over 15,

Josephthal & Co. fo
Admit Lurie & Lipsky

On Feb. 1 Sidney B. Lurie and
Robert Lipsky will become part-
ners in Jos-
ephthal & Co,,
120 Broad-
way, New
York City,
members of
the New York
Stock Ex-
change. Mr,
Lurie has
been associ-
ated with
Paine, W e b-
ber, Jackson
& Curtis for
many years
in the statis-
tical depart-

Sidney B. Lurie

I ment specializing in general in-
I dustrial securities.

Van Alstyne, Noel
To Admit J. A. Russell

Van Alstyne, Noel & Co.,. 52
Wall Street, New York City,
members of the New York Stock
Exchange, on Feb. 1st will admit
James A. Russell to partnership

may~

Connecticut Brevities

Connecticut continues to be one
of the nation’s leading commer-
cial and industrial states. Recent
studies of the U. S. Department
of Commerce show that in 1954
the state had a net gain of 900
new businesses . compared to a
decline of 2000 for the New Eng-
land States. Connecticut’s popu-
lation ranks 28th among the
states, but its increase in the
number of businesses in 1954 was
14th among the 48 states.

% % #

The Stanley Works has com-
pleted one of the greatest years
of expansion in its 111 year his-
tory. During 1954 $3,000,000 was
spent to modernize and increase
the capacity of the cold-rolled
strip steel mill at New Britain by
about 40%. As part of its pro-
gram. the Company sold its hot-
rolled strip mill to the newly-
formed Northeastern Steel Cor-
poration. As a step towards fur-
ther diversification Stanley pur-
chased The H. L. Judd Company,
the nation’s oldest drapery hard-
war manufacturer.

# % #

Hallin and Rothwell, Inc., pres-
ently located in Bolton, has pur-
chased a steel and concrete plant
in Somers that was formerly oc-
cupied by National Printing Com-
pany. The building will be re-
modelled for use in production of
special machines, particularly in
the packaging field.

£ Ed #

William' L. Gilbert Clock Cor-
poration of Winsted is presently
in the proces of adding new plant
space to permit employment of
about 300 more persons. The
Company has recently commenced
production of a 10-key electric
adding machine for General Com-

puting Machines Corporation of
New York. The necessary funds
were obtained by sale of 150,000
shares of common stock to the
‘public at $2.00 a share. Produc-
tion also includes spring wound
and electric clocks as well as
various electrical and other tim-
ing mechanisms.

The Bristo]l Brass Corporation
has announced plans to move op-
erations of its wholly owned sub-

sidiary Accurate Brass Company,
Inc. from its present Long Island
location to Bristol. The present
plant employs approximately 200
persons.

# * *

The Factory Insurance Associa-
tion has announced plans for the
construction of a new 80,000
square foot office building in
Hartford. The building is sched-
uled for completion in 1955 at an
estimated cost of about $2,000,000
and will be occupied by Factory
Insurance under a long-term
lease. The Company employs
about 300 in its home office.

Ed * *
. Directors of Hartford Fire In-
surance Company have voted to
recommend to stockholders at the
annual meeting on Feb. 25 that
the authorized capital be in-
creased from $20,000,000 to $25,-
000,000. If this step is author-
ized by the stockholders, the Di-
rectors have announced their in-
tention to declare a 25% stock
dividend. It was also announced
that the Directors hope to con-
tinue the present $3.00 dividend
rate after the stock dividend. Re-
cent stock dividends paid by the
Company have been 33% % in
November, 1949 and 25% in April,
1953.
# % *

A new company, Northeastern
Steel Corporation, was recently
formed to purchase at a cost of
$4,000,000 from- The Stanley
Works its hot-rolled strip mill in
Bridgeport. The new Company
has sold $6,000,000 of 414 9% First
Mortgage Bonds and will raise an
additiona] $9,200,000 through pub-
lic sale of 92,000 units at $100
each, consisting of $50 of 6%. reg-
istered Debentures, 10 shares of
common stock and 3 eight-year
wararnts to purchase common
stock at 8%. The new Company
will spend about $9,000,000 to ex-
pand and diversify the plant to
permit production of about 215,-
000 tons of finished hot-rolled
carbon and alloy steel bars, bar
shapes and strip and cold-drawn
bars for sale principally in the
New England States and eastern
New York and New Jersey Mar-
kets.
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British Reaction to the
Wall Street Sethack

By PAUL EINZIG

Noting the sharp fall in American stock prices in the first
week of the year, though unexpected, did not proveke a sym-
pathetic slump on the London Stock Exchange, Dr. Einzig
holds that, in the absence of a business depression in the U. S.,
.a Wall Street reverse is not likely to produce pronounced con-

sequences in Britain, though
effect.

it may have a psychological .

Says outlook for higher wages, higher prices and

higher profits in Britain justify higher stock quotations.

LONDON, Eng.—The sharp fall
experienced in Wall Street in the
first week of the year came as
a complete surprise to London.
Even those
with the best
American
contacts, and
w ho have
b e en follow=

ing closely

‘the trend,
were not ex-
pecting any-
thing "of this
kind. The
shock, and the
alarmist views
expressed
about it in the
United States,
has failed;
however, to impress ' financial
opinion in London. ' So far fromr
having provoked a sympathetic
slump on the London Stock Ex-
change, it did not even check its
upward trend.

Admittedly, the eleventh-hour
settlement of the railway ‘dispute
on Jan. 6 went-a long way to-
wards cancelling out the adverse

Dr. Paul Einzig

««impression caused by the Wall

Street slump. But even during
the critical day when the fate of
the negotiations was in the bal-
ance, the unfavorable advices re-
ceived from New York did not
prevent an almost universal rise
in London quotations.

Whatever may be the ultimate
effect, London has certainly with-
stood the first shock remarkably
well. Considering the vigor and
extent of the setback in ‘Wall
Street, this has been contrary
to the preachings of prophets of
gloom, who keep on saying that
a collapse of the Wall Street

boom would inevitably and in-
stantaneously provoke a reaction
in London in the same sense.

In itself; the removal of the
danger of a railway . stoppage
would not have offset the- ef-
fects of the setback in Wall Street,’
were it not for the fact-that Lon-
don opinion - refuses” to take a’
pessmistic. view abouf that  set-
back itself. Comparisons with
1929 are dismissed here as sheer
unwarranted defeatism. The view
is strongly held ‘that-the reverse

is attributable to technical causes-
and not to any inherent weakness’

of the basic position. It is felt
that, had ‘it not-been for the in-
crease of cash margin require-
ments from 50 to 60%, such set-’
back might not have occurred at
all, or at any rate it would have
been moderate. There was nothing
inr the general economic- situation
in the United States that is con-
sidered here to justify a major
reverse of Stock Exchange values.

It is felt here in many quarters
that the step taken by the United
States -authorities- in  raising cash
margins by 10% was unnecessar-
ily drastic. Even'though the per-
sistent rise in Wall Street was
admittedly going too far, it did
not call for such intervention. A
sudden shock such as this always
carries the risk.of producing a
cumulative and self-aggravating
effect. But it is not considered
in London likely that the reac-
tion .would go sufficiently far to
endanger American business re-
covery seriously.

In the absence of a new busi-
ness recession in the TUnited
States, a Wall Street reverse is
not likely to produce too pro-
nounced consequences in Britain,
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The extent to which British in-
terests are affected directly by
the depreciation of dollar securi--
ties is relatively moderate. It is
an insignificant fraction of its ex-
tent in 1929. What has been feared
is not so much the material effect
of a Wall Street slump as its psy-
chological effect. The absence of
an immediate reaction in London
has now gone a long way towards
allying such fears.

Nevertheless, the possibility of
a continued downward movement
in Wall Street is viewed with a.
certain amount of uneasiness, not
so much on account of its effect
on the London Stock Exchange
as of its possible effect on Amer-
ican demand- for imported goods.
The purchasing power of the’
American public,

capital gains, is considered to be
a much more important factor in
the balance of payments position
than the official policy of the

. Washington Administration

towards imports,

It is assumed, however, that-
the ‘American monetary authoun

‘ties'will do their utmost to avoid.

causing a lasting setback in Wall.
Street. . Indeed it.-is hoped that.

the experience of the January’

slump will serve as a warning
against the application of unduly
drastic anti-boom measures.

Disregarding the Wall Street
factor, the chances of an Ameri-
can business expansion in 1955
are considered to be distinctly’
favorable. Should such hopes ma-
terialize .the rises in equities
which may appear at present to’
have been exaggerated would be-
come justified by improved earn-
ing powers and prospects. There

‘is of course the risk that the

Wall Street setback, should it
proceed too far, would react on
earning powers and prospects.
But the London view is that on
balance this appears unlikely.
‘As for the London Stock Ex-
change, once the fears:-of a pro-
longed or -exaggerated setback in
Wall Street are allayed, the 'set-
tlement of the railway dispute,
on -terms that foreshadow con-
tinued wages spiral inflation, is
likely to produce a pmnounced
effect. The acceptance of the

~wages demands of 400,000 rail-

waymen is likely  to encourage
further wages demands. There is
no longer any talk in industrial
circles about the need for a trial
of strength between labor and
capital. While employers will
stand firm against any efforts of
workers to interfere with the
management of their firms, in

face of wages demands the line
of least resistance is expected to
be the rule and refusals at the risk
of strikes will be the rare excep-
tions. This means that we are in
for another period of higher
wages, higher prices and higher
profits justifying - higher Stock
Exchange quotations.

J. C. Wheat & Go.
To Be NYSE Members

RICHMOND, Va—J. C. Whedt
& Co., 920 East Main Street, on
Jan. 27 will become members of
the New York Stock Exchange.
James C. Wheat, Jr. will hold the
firm’s Exchange membership.

Partners are James C. Wheat
Jr., William A. Stevens, L. Gor-
don Miller, Jr., Franklin C. Tiller,
and John B. Glover III, general
partners; .James C. Wheat, Jona-
than Bryan, George S. Bernard,
Jr., and John G. Bernard, limited
partners.

Alfred H. Caspary
Alfred H. Caspary, partner of
A. H. Caspary & Co,, passed away
on Jan. 7th.

whether it is’
derived from current earnings or.

J.S.Barr & Co.lo
Acquire NYSE M’shig

ITHACA, N. Y—J. S. Barr &
Company, Inc, Savings Bank
Building, on Feb. 1 will acquire
membership in the New York
Stock Exchange. Officers of the
firm will be Joseph 8. Barr,
President; E. Van Dyke Cox, Jr.
who will hold the Exchange
membership, Vice-President; and
Ernest S. Terrill, Secretary-
Treasurer.

(283) 27

Bache & Co. Will Admit

Burley and Meffert

Bache & Co., 36 Wall Street,
New York City, members of thp
New York Stock Exchange, on
Feb. 1 will admit Chester C. Bur-
ley, Jr. and Robert F, Meffert,
both Exchange members, to part-

nership. Mr. Burley and Mr. Mef-

, fert have been active as indi-

vidual floor brokers.
On the same date, John E. Les-

_lie, limited partner, will become
-a general partner.

v
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President’s Budget Message

Estimates ‘total expenditures for fiscal year 1956 at $62.4
- billion, or $1.1 billion less than 1955 estimate, and places
expected deficit at $2.4 billion, a decrease of almost 50% from
that of previous year. Advises against further tax reductions

and asks for increase in

President Dwight D. Eisenhower
submitted to Congress on Jan. 17
his burget message covering the
fiscal year 1956. As usual the
message was accompanied by a
detailed statement of the budget
estimates, and a resumé of the
aggregate items of actual and es=
stimated receipts and expendi-
tures,

The text of the President’s Bud-
get Message, constituting Part A,
follows:

To the Congress of the United

States:

I am transmitting to you today
the Budget of the United States
Government
for the fiscal
year 19586,
which begins
July 1, 1955.

The first
part of this
budget me s-
sage summar-
izes the bud-
get totals and
highlights our
policies and
plans for next
year, particu-
larly as re-
lated to the
fiscal situa=-
tion. The second part presents
summary tables and also contains
my budget recommendations. for
each major government activity,

Pres. Eisenhower

the National Debt limit.

The fiscal and budget story dur-
ing this past year centers around
the fact that we successfully made
the adjustment from a wartime to
a peacetime type of economy, a
truly  significant achievement.
Aided by a proper fiscal policy,
the inevitable dislocations of this
adjustment, while difficult for
some, have not been serious on
the whole. Our present growing
prosperity has solid foundations,
free from the artificial stimula-
tions of war or inflation. How-
ever, the peace in which we live
is an insecure peace. We must be
constantly on the alert. Along
with the other free nations of the
world we must continue to
strengthen our defenses. At the
same time to remain strong for
what will apparently be a long
period of uncertainly ahead, we
must also progressively increase
our prosperity and enhance our
welfare.

The 1956 budget is based on this

outlook. Total expenditures will
be. reduced. However, I am rec-
ommending somewhat increased
expenditures ‘in particular areas
important to human well-being.
Budget expenditures for the fiscal
yeay 1956 are now estimated at
$62.4 billion, $1.1 billion less than
for the current year. All parts of
the Administration will continue
to work toward further reductins

during the year by eliminating
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nonessentials and by doing neces-
sary things more efficiently.

We must maintain expenditures
at the high level needed to guard
our national security. Our econ-
omy is strong and prosperous but
we should not dissipate our eco-
nomic strength through infla-
tionary deficits. I have therefore
recommended to the Congress ex-
tension for one year of present
excise and corporate income tax
rates which are scheduled for re-
duction on April 1, 1955, under
present law. If this is done, and
employment and production in-
crease as currently anticipated,
we can expect budget receipts to
rise $1 billion over 1955, to a total
of $60 billion in the fiscal year
1956.

On the basis of these estimates
of expenditures and receipts, the
deficit will be reduced from the
presently estimated $4.5 billion in
the fiscal year 1955 to an esti-
mated $2.4 billion in 1956. Thus
we continue to progress toward a
balanced budget.

Budget Policies

Three broad considerations of
national policy have guided me in
framing the budget for the fiscal
year 1956.

First, we must defend our price-
less heritage of political liberty.
and personal freedom against-at-
tack from without and undermin-
ing from. within. Our efforts to
date have helped bring about en-
couraging results — cessation of
fighting, new and stronger alli-
ances, and some lessening of ten-
sions. The growing strength of
the United States and its friends
is a key factor in the improved
outlook for peace. We must con-
tinue to build this strength. We
must at the same time preserve
our liberty at home by fostering
the traditional initiative of the
American people. We will in-
crease the scope of private activ-
ity by continuing to take govern-
ment out of those things which
the people can do better for them-
selves, and by undertaking on a
partnership basis, wherever pos-
sible, those things for which gov-
ernment action is necessary. Thus,
people will be able to keep more
of their earnings to use as they
wish. S . 5 !

Second,  the ‘government ‘must
do its part to advance human wel-
fare and encourage econ omic
growth with constructive actions,
but only where our people cannot
take the necessary actions for
themselves. As far as possible,

' these steps should 'be “taken in
. partnership ‘with state and local

government and private enter-
prise.” We must do' our part to
provide the environment for our

free ' enterprise system to keep -

employment high, to create new
jobs, and to raise the standard of
living. ' We must broaden the op-
portunity for individuals to con-
tribute to the growth of our econ-
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omy ‘and enjoy the fruits of its
productivity. ?

Third, we must maintain finan-
cial strength. Preserving the valu
of the dollar is'a matter of vita
concern to each of us. Surely no
one would advocate a special .tax
on the widows and orphans, pen-
sioners, and working people with

fixed incomes. Yet inflation acts
like a tax which hits these groups
nardest. This’ Administration has
made a stable dollar and economy
in ‘government operations positive
policies from the top down. Ex-
penditure ‘reductions, fogether
with a judicious tax program, ef-
fective monetary policy, and care-
ful management of the public
debt, will help to assure a stable
cost-of-living — continui ng our
achievement of the past two
years. )

A liberal attitude toward the
welfare of people and a conserva-

tive approach to the use of their

money have shaped this budget.
Our determination to. keep work-
ing toward a balanced budget pro-
vides the discipline  essential for
wise and efficient management of
the public business.

New Authority to Incur
Obligations
My recommendation for appro-
priations and other new authority
to incur obligations for the fiscal
year 1956 is $1.3 billion more than
the amount for the fiscal year
1955, primarily because of new
requirements for our military
services. However, it represents
a reduction of $32.8 billion from
1952, $21.7 billion from 1953, and
$4.2 billion from 1954.
New authority

to incur obligations

Fiseal year: (in millions)

1954: As estimated,
Jan. 9, 1953 1722

1956 recommended. 58.6

The new authority to incur ob-
ligations which I am recommend-
ing for our major national secu-
rity programs. is $2.4 billion great-
er than in the fiscal year 1955. I
am proposing a reduction in the
total new .authority . for all other
government - programs, although
within this total, I am recom-
mending selective increases.

Part. of the reduction in 1955
of new authority for our major
national ‘security programs below
the amount enacted for 1954 was
possible because the military ser-
vices improved their supply pro-

cedures, which resulted in larger -

use of existing stocks and reduc-

tion of the:large backlog of un-
expended balances. The accumu-
lated unexpended balances of
funds appropriated to all govern-
ment agencies in prior years are
now on their way down to more
reasonable. levels and the con-
tinued downtrend in total unex-
pended balances will be less rapid
in the future than in the fiscal
year 1955.

Recommended new  authority
for 1956 is less than both the an-
ticipated revenues and the esti-
mated expenditures for that year.
By . holding the level of new
authority lower than anticipated
revenues, we can continue making
progress toward balancing the
budget. Likewise as long as the
amount of new authority ‘is less
than expenditures, we are con-
tinuing on the way toward lower
levels of government spending.

Budget Expenditures

In the fiscal year 1956, net bud-
get expenditures are estimated to
be $11.9 billion below - actual
spending in the fiscal year 1953.
The record shows that this Ad-

ministration cut government
spending- in 1954 by $6.5. billion
below 1953, and $10.1 billion be-
low the level estimated for 1954
on Jan. 9, 1953. For 1955, an addi-
tional reduction of '$4.3 billion is
now estimated and still another
reduction in spending of $1.1 bil-
lion - is the -present estimate foé‘
1956. . The fiscal year 1955 is only
half completed and the beginning
of 1956 is still 5% months away.
We shall continue working to im-
prove efficiency and to reduce

Continued on page 79
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Despite Forward Movement, There
Are Curbs on Business Recovery

By MERRYLE STANLEY RUKEYSER

Business Consultant and Lecturer,
Syndicated Economic Columinst,
Hearst Newspapers and International News Service

Prominent economic analyst holds, despite the fact that the
year 1955 opens with an upward trend in business, with pros-
pects of further improvement, there are signs of some insta-
bility which may put restraints on recovery from the 1953
level. Warns there is no free and easy inflationary boom in
sight, and remarks “the blue ribbons of commerce will go to
efficient producers and aggressve and effective merchandisers.”

The turn of the year is cheered
by the growing statistical evi-
dence that' the economic skies ket would be utterly deadlocked.
are clearing. Nineteen fifty-five Financial transactions spring from
opens with an a reasonable balance between
ypward‘ trend = ” willing sellers and willing buyers.
in bqsmess, Thus, even if there is agree-
and with pros- ment on the coming trend in the
pects for fur- physical volume of trade and the
ther improve-. ll - size .of prospective profits, the fi-
ment. nancial . public ‘would divide as

Wall Street, to whether or not the good eco-
which is the nomic news had been fully or
crossroads . of partially. anticipated or discounted
world finan- in:the rise of-the last 14 months
cial opinion, in stock prices. The entry of new
while - perpet- and: inexperienced ‘buyers to the
ually contro- speculative - whirlpool . indicates
versial, de- the early phase of. a transfer of
plores hedging .holdings to 1ess: ‘sophisticated
and qualifica- owners.
tions. The MermleS. Rukeyser ppo jife plood of finance in-
clamor is to reduce all-economic heres in taking a position rather
analysis to simple headline terms ‘than sitting on the fence. Wall
of whether to “buy; sell, or hold.” ‘Street has no symipathy for the

But, if there were ever una-
nimity of opinion, the stock mar-
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tendency of theorists to climb into
an ivory tower and ‘confess that
the future is largely unknowable.
A great American historian, the
late Charles Austin Beard, used
to say to his students at Columbia
University: “Mine is not the field
of prophecy.” '

But outside the academic arena
such sidestepping of .the risks of
making present judgments of fu-
ture possibilities is not feasible.
The manufacturer must look into
the crystal ball early, and come
up with an answer as to what
the mood of his. customers will
be many months hence. For to-
day he must order the raw ma-
terials, and the component parts
from others which go to make up
the end-products. Today he must
make advance budgets for outlays
far into the future for advertis-
ing and merchandising. Today he
must decide on style and color
trends long before her Majesty,
the Ultimate Consumer, expresses
herself at the market place by
turning thumbs up for the items
which' please her and thumbs
down for all the rest.

Likewise, parents,. in counsel-
ling their youngsters, must come
io a  present decision. as to job
opportunities ‘four or five years
hence in-various professions and
callings.” Young " couples, shortly

. after marriage, are called to make

early choices as to their housing
requireménts during. ‘an extended
{future, when guess work must be
substituted. for precise knowledge
as lo  their requirements for
space.  Likewise, young men, in
choosing investments, annuities,
and insurance .policies are called
upon to make current 'judgments
which assume a projection, or
forecast, decades into the future
concerning the  prospective buy-
ing power .of the dollar, on the
one hand, ‘and the financial re-
quirements of ‘the ‘individual and
his future :dependents, on the
other: -~ ' ' :
Gentle - reader; ' your ship will
never come in 'unless you first
send it out. And, in spite of all
the pious talk by Lord Beveridge
of “cradle to the grave security,”
contemporary - living, with all of
its opportunities-.and ' challenges,
is far from a-riskless adventure.
Talk of a “guaranteed wage and
a. guaranteed future” is sucker
bait .intended to -disalert the un-
wary to ways .and. means of
feathering their- nest rationally

s appraising. the ‘inevitable- hazards- |
~of living in a fluctuating, free-
‘|- choice economic -society.-

.Behind' the regeneration of
public, optimism' following' twelve
months or thereabouts: of the Ei-

1 *senhower recession-which started

during the:end of the summer of

1.'1953 is a feeling that -the postwar
-economic readjustment was mild-

er in character: and shorter in

. .duration than anticipated. ~Wall'|’
‘Street. and: business_’ forecasters  |.
are -forever comparing reality .|
* »with:-what hadbeen expected.’ In
-addition, thedecline :in- the cost- @

of living during the readjustment-

- ‘period was infinitesimal, and this-

has alleviated the-earlier fear of
drastic postwar deflation, mani--

- fested by a crash:in' prices. The

market place is_ motivated not:
only by reality and a' correct ap-'

‘praisal ‘of the future, but also by

the -pictures in- men’s minds of
things to come.- The assumption
has been widely made that busi-
nes would not revert to the pre-
war or 1939 price level, but that
something akin to the current in-
flation, which has been arrested,-
would endure. Accordingly,. the-
prolonged rise in ‘stock prices re-
flects not only the belief that the
postwar economic shakeup was
extremely moderate, but there is
also an attempt to revalue stocks.
in terms of the depreciated 1954
dollar, which is about a 60 cent.
dollar in terms of the 1929 dollar.
In addition, cheerful financial
sentiment rests on the belief that

no near-term -global war ‘is in
sight, but that the cold war will
bg sufficiently -disturbing to pro-
vide chronic federal financial
pump priming in the form of ex-
penditures for military prepared-
ness on an extremely high
plateau. -

‘In business, stimulus is coming
from the leadership of the auto-
mobile industry, with its eye-
appealing new models and from
the continuing boom in construc-
tion. In addition, the inventory
correction, which dampened vol-
ume in 1954, appears over. For
months, inventories, or stocks of
goods on hand, were eaten into
and reduced by the fact that ac-
tual consumption of some items,
including basic steel products, ex-
ceeded current production.

But, in spite of the forward
movement, there are restraints on
recovery. There should be no
runaway tendency in commodity
prices because it is well known
that’ American industry’s capacity
to produce is unprecedently great.
Barring shooting war, no - short-
ages are in sight, or in the mak-
ing. There is no war-bred pentup
demand clamoring to be filled,
and’ there has been no drastic
liquidation . or reduction of con-
sumer-or commercial credit. Long
term factors of high productivity
point to a gradual postwar taper-
ing off of prices, and in such a

sétting the ‘blue’ ribbons of com- .

merce will go to efficient pro-
ducers, and the aggressive and ef-
fective merchandisers. For, in
spite of prospects for bigger trade
volume, the rewards will be selec-
tive and no free and easy infla-
tionary boom is in sight to bring
undeserved rewards to submar-
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ginal factors. The process of
elimination of the less fit will
continue through 1955. .Selling
will remain of prime importance,
and selling, which is the art of
inducing the customer to give an
order, starts on the drawing board
and in the research laboratory,
and is continued in all public
contact.

Argentine Office for
H. Heniz & Co.

H. Hentz & Co., members of the
New York Stock Exchange and
many leading stock and com-
modity exchanges, announce the
opening of a branch office at 355
Sarmiento, Buenos Aires, Argen- "
tina. This office is under the
managership of Mr. Ralph Tausk,
and will serve the expanding in-
terest in American securities on
the part of investors in Bu2nos
Aires and Montevideo. The firm
of H. Hentz & Co. has, for many
years, been active abroad, mainly
in Europe; and at the present time
maintains major branch offices in
Geneva, Switzerland and Amster-
dam, Holland. '

Rogers Co. Adds

(Special to THE FINANCIAL Cimomcu:)»’ i
" DENVER, Colo. — Norman E;
Hipskind has joined the staff of
Rogers * & * Company, Kittredge
Building. ’ .

With Hutchinson & Co.

(Special to THE FINANCIAL CHRONICLE)

PUEBLO, Colo. — Charles- K.
Rush is with. Hutchinson & Co.,
Inc., Thatcher Building, members
of the Midwest Stock Exchange,
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Attacking the Farm Price Squeeze

By HON. EZRA TAFT BENSON~*
Secretary of Agriculture

Noting that farm prices have declined 249 since 1951, Secre-
tary Benson discusses current programs designed to ease the
cost-price squeeze. Among remedies proposed are: (1) storage
loans, (2) set-asides, (3) trade development, (4) market
expansion, (5) research and education, and (6) improved
marketing and farmer cooperative activities. Warns against
freezing agricultural produclion in uneconomic patterns.

\
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stable, For the last two years, in
fact, the parity ratio has averaged
about 90, fluctuating narrowly be-
tween 94 and 86. It will be re-
called that there was a 19 point
plunge in the parity ratio during
the two years preceding January,
1953 when the new Administration
was installed. :
We must rnot be content with
mere stability of farm prices at
current levels, however, But the
price decline had to be halted
before it could be reversed. The
first half of that objective is be-

For nearly four years now, farm ‘than the general price level undcr ing attained. The job at hand now

prices-have been declining. Since

February of 1951, prices received
by - farmers have plunged 24%,
while the
nrices they
pay-have
fallen only
4%. These fig-
ures consti-
tute an elo-
quent expla-
nation of why
farm pocket-
books are be-
ing pinched.
The finan-
cial pangs
which go with
readjustment
io a peacetime
economy are
not new to agriculture. We have
suffered them following every
war in our history. Just as farm
commodity prices go up faster

Ezra Taft Benson

*An address by Secretary Benson, be-
fore 26th Annual Meeting of National
Council of Farmer Cooperatives, Chicago,
1l., Jan. 7, 1955, o

the stimulus of war and inflation,
they also drop farther and faster
than most nonfarm prices while
the economy is readjusting to more
nearly normal conditions. We are
making the transition this time
with fewer and less severe dislo-
cations in agriculture and other
segments of our economy than
ever before.

The depression which was so
freely predicted a year ago failed
to materialize. From an economic
point of view, 1954 proved to be
the best peacetime year in history,
although agriculture did not fully
share in this prosperity. The
changeover has hurt and is hurt-
ing most of our farm people. I
would not minimize the serious-
ness of the situation.

Yet I believe all of the evidence
indicates we have seen the worst.
I am convinced that for agri-
culture the road ahead will be
smoother than the one we have
been traveling.

For several months now, most
farm prices have been relatively
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is to get farm prices back into
better balance with the general
price level.

While we are doing this, we
must never lose sight of the fact
that price alone does not insure
farm prosperity. It is price times
volume that make gross income.
The story does not end even there.
It’s what remains in a farmer’s
pocket after the bills are paid—
his net income — that measures
whether he has had a good year
or a bad one. The theme you have
chosen for this meeting shows
that you clearly recognize the im-
portance of these other factors
besides price.

There are four obvious fronts
on which we can attack this prob-
lem of shringing farm profits. We
are moving forward on all of them.

First, government price support
programs help. farmers market
many of their products in a more
orderly manner, minimizing the
severity of seasonal gluts and sur-
pluses. Non-recourse storage loans
on a variety of crops provide guar-
anteed minimum prices to quali-
fied' farmers. Authority to set
aside up to $2% billion worth of
surplus commodities has helped
to take csome of the pressure off
free market prices of wheat and
cotton,

Second, we are expanding our
markets abroad through the bil-
lion dollar Agricultural Trade De-
"velopment Act.which permits the
sale of surplus farm products for
foreign currencies and provides
additional outlets through dona-
tions for relief and famine aid.
- We are moving increased quanti-
ties of government-owned sur-
pluses into channels of consumn-
tion at home through school lunch
programs and gifts to needy per-
sons,.institutions and welfare
agencies. In addition to stepned-
up consumption of dairy products
by the armed forces, we are ex-

+ panding our school lunch milk

program by $50 million a year.

These actions tend to reduce the
supply and strengthen demand for
farm products. Their cumulative
effect upon agricultural prices
should become even more appar-
ent in the year ahead,

Research, Education and
Improved Marketing

The third line of attack upon
the farm cost-price squeeze is
through research, education and
improved marketing. .Government
outlays for these programs have
been increased by approximately
$20 million during the current fis-
cal year. The great gains of agri-
culture in the past have come
about largely through this ap-
proach and so, I am -confident,
will those of the future.

Greater efficiency, broader ‘use
of the better feeds, seeds and
breeds, the adoption of improved
cultural practices and emnlovment

- of sound marketing methods—all
taken together—will do more to
help farmers meet the cost-price
squeeze than any program of gov-
ernment aid which could be de-
vised by mortal man.

Fourth, farmers themselves,
through their cooperative efforts,
are attacking—and effectively at-
tacking —this ' perplexing cost-
price problem. I am certain that
your discussions here will give
‘further impetus to that drive. I
mention this phase of the overall
campaign last—not because I think

I should like to discuss it more
fully at this point.

During the lifetime of most of
us gathered here, the American
cooperative movement has pro-
gressed from, a small, struggling
upstart to a vast, thriving enter-
prise. Cooperatives formed by a
handful of men two or three dec-
ades ago have mushroomed into
flourishing organizations, serving
many thousands of farmer mem-
bers. -

Cooperatives operate in many
fields today, with varying success.
I believe that a major reason for
their growth and their greatest
opportunity to be of further serv-
ice to agricu'ture is found in two
main areas; the marketing of farm
commodities and the cooperative
purchasing of the fertilizers, seeds,
and other products which farmers
require in their operations. In
carrying out these principal func-
tions, farmer cooperatives are hit-
ting the cost-price squeeze from
two directions. Cooperative mar-
keting can bring better prices,
while cooperative buying often
reduces costs.

In an age which places so much
emphasis upon size and the
dramatic, our sense of values may
sometimes become confused. When
we buy a new automobile, it is
likely to be horsepower, rather
than safety features, which guides
our choice. The home-run hitter,
who strikes out oftener than he
connects, wins the popular ap-
plause while the ‘solid, team-
player often goes almost un-
noticed. The corporation executive

who has guided his firm through
a year of record-breaking profits
makes the front pages while an
important scientific advance may

rate a line or two back near the
classified ads.

It is understandable enough that
we should measure the success of
some of our farmer cooperatives
by similar standards — by their
financial statements, by their vol-
ume of business or even by their
total membership. Yet all of us
know that the real test is a very
simple one: has this cooperative
contributed to a better standard of
living for its individual farmer
members. Has it increased their
income? Has it brought real bene-
fits and services which would not
have been theirs except for this
cooperative?

If the answer to these questions
is ‘“yes,” then we have a farmer
cooperative in the true sense of
the term.

All of us who are interested in
the continuing success of the co-
operative movement — members
and officials alike —must never
lose sight of the real objective,
Farmer cooperatives must not
adopt abuses once practiced by
some commercial enterprises —
the very abuses which, in many .
instances, -originally ‘led to the
formation of these same coopera-
tives. :

Recently 'I issued a ‘memo-
randum relating to the responsi-
bilities and activities- of employ-
ees of the Department. One sec-
tion is of particular- interest to
cooperatives. It provides that no
employee of the Department of
Agriculture shall approve. con- -
tracts with any co-operative or
other commercial organization
which deducts, or checks off from
payments owed to farmers, mem-
bership dues in any 'general or
specialized farm organization, ex-

Continued on page 85
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Problems and Prospects
Of the French Economy

Those of you who knew France
before the war and remember the
veneration for age and experi-
ence, which used to be such an
important part of the French po-
litical scene, can realize what a
change this means. Today’s young
Frenchmen are no longer satis-
field to live as their fathers and
grandfathers lived before them.
They want a better lot and they
are willing for the first time in
generations to change profoundly
their individual ways of life to
achieve their goals.

. Optimistic on French Economy

My report on the French econ-
omy is optimistic and one of the
basic reasons for that optimism
stems from the forward surge of
vitality on the part of the youth
of France which I have just men-
tioned. One manifestation of that
vigor is contained in the popula-
tion figures. From 1900 to 1945
the population of France remained
approximately -static, it haq even
started on a slight decline during
the late thirties. Now the.situa-
tion is completely reversed. The
agensus taken last year showed
that since 1946—a period of eight
years — the population of France
had increased by almost 3 million
people to. a total of 43 million.
With the sole exception of Fin-
land the French today have the
highest birth rate of any Euro-
pean country. By 1960 and there-
after, France will have consider-
ably more young people entering
the laboring force every year than
either West Germany or England.
We have heard often in recent
years that the high rate of growth
in our own population is an
augury of prosperity for the fu-
ture. That very same situation
holds true today in France and
should continually be kept in
mind when thinking of France’s
future.

Before talking of the present-
day French economy I would like
to recall the extent to which her
economic system was laid waste
by World War II, It is not al-
ways realized abroad that the
physical destruction in France re-
sulting from five and one-half
years of war, of which more than
four were under enemy  occupa-
tion, ‘was much greater and more
widespread than that in the First
World War. Two million build-
ings, or about a fifth of all the
buildings in France, were dam-
aged more or less seriously. About
a quarter of this total, or half a
million buildings were completely
destroyed. The demolition of
some 12,000 bridges, the loss of
two-thirds of the French railways’
rolling stock and two-thirds of
the French merchant fleet had
brought civilian transportation
and communication to a virtual
standstill.

And there was another factor
the importance of which has not

. been generally realized by us in

America. During the Occupation,
Hitler's Government utterly
stripped France of modern ma-
chine tools. The number of ma-
chine tools removed from France
and never recovered was five
times greater than the number
destroyed by military action and
air bombardment.
end the average age of those ma-
chine tools that were left in

. France was 25 years. It is not an

exaggeration to say that the
French industrial plant needed to
be almost entirely re-equipped to
face modern competition.

Comparable to this physical de-
struction was the irreplaceable
loss of human lives. The French
lost more than half a million dead
and missing during World War II,

pitized for FRASER
p:/ffraser.stlouisfed.org/

At the war’s,

a casualty rate which, when com-
pared to total population, was
about six times higher than that
of the United States.

Today the passage of ten years
provides us with a convenient
opportunity: for taking stock of
what progress France has been
able to make in the rehabilitation
of her economy and in embarking
on the further economic develop-
ment essential to participation as
a healthy and reliable memberf of
the community of nations.

The American Aid Program

First let us take a look at our
American aid program. From the
standpoint of the American tax-
payer, we all know that the
United States has poured a very
large amount of public funds into
the support of the French econ-
omy. Because of the variety of
forms of American aid over the
past ten years it is difficult to
give any exact figure for the totaf
amount of aid without hedging it
with explanations and technical
qualifications. However, it is fair
to say that between $6 and $7
billion in American resources
have been contributed in grants
and loans to the French economy,
not counting the so-called “end-
item” deliveries of armaments in
connection with the NATO de-
fense effort and with the Indo-
China war.' This is a stupendous
figure, but on the other hand we
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seemingly hopeless struggle with
inflation. But the progress was
there, and our ten years’ perspec-
tive makes it easier for us to
evaluate its significance.

War’s Crippling Damage to France
Now Overcome

Within five years after the
war’'s end, the most crippling
physical damage had been over-
come. Roads, railroads, bridges,
harbor installations, merchant
shipping, communications, power
plants and mines had been
brought back to at least their pre-
war: capacities from starting
points as much as 60% lower. By
and large, the population’s pro-
vision of essential goods had also
been replenished and
dietary standards had been re-
stored.

By 1951 the French index of
industrial production had risen
almost 40% above the 1938 level
and over 10% higher than the
record. .year 1929. There was a

normal.

setback in 1953, but this probably
was to be interpreted as a sort of
morning after hangover, the first
sign that .the inflationary binge
was over. The advance of pro-
duction was resumed in the fall
of 1953 and continued throughout
1954. In 1954 the index was 53%
above the 1938 level. This was
about the same as the rate of
increase in British industrial pro-
duction: over the same period.
The Government’s first indus-
trial reequipment program, usually
called the Monnet Plan, concen-
trated between 1947 and 1952 on
the development of the basic in-
dustries which were expected to
contribute most to general eco-
nomic expansion. These were coal,
electricity, oil refining, steel,
cement, ‘agricultural machinery,
transport, and fertilizer.

The coal mines produced 57
million tons in 1952, an all-time
record. The average productivity
of French underground workers
has continued to improve and is
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now 50% higher than in 1929, and:
in Europe is now second only to

that of the Saar miners,

Production of electric power
has been rising steadily. It is now
more than double the 1938 level.
In the single year 1952, 17 new
hydroelectric stations went into
service, including the great
Donzere-Mondragon multi-pug-
pose project in the Rhone Valley
which will supply 300,000 kilg—
watts.

. The consumption of petroleum
products has also doubled since
1938, and refinery production has
been increased by about 250% in
spite of the almost total destruc-
tion of these facilities during the
war, France is now virtually self-
sufficient, and recently there has
been discovered near Bordeaux
the richest known oil field ip
western Europe, which alone isg
expected eventually to supply
one-fifth of France’s require-

Continued on page 32

Thinking about Canadian business?

must always remember that the .

‘French spent on the war in Indo-

China a sum roughly equal to the
total of this American aid. This
war did much to slow French
economic recovery, to say nothing
of the terrible drain on French
lives.

At the end of World War II,
France was faced wtih demands
for urgent action in many differ-
ent fields. Normal governmental
functions and the private produc-
tive apparatus had to be put back
in operation and tremendous war

‘damage had to be repaired. Mean-

while, there was a universal con-
viction that all Frenchmen should
be able to look forward to a bet-
ter and more secure life. In partial
answer to this determination the
social security system was greatly
expanded and periodic general
wage increases were decreed.
Within two short years the Gov-
ernment undertook the nationali-
zation of several key industries,
taking over not only their current
operating responsibilities, but also
the financial burden of their- capi-
tal reequipment and reconstruc-
tion. Another tremendous effort
went into the development of the
overseas territories of the French
Union and during all this time
there was the severe drain of the
war in IndoChina. And, as the
cold war became more intense,
the French Government recog-
nized the need for a heavy de-
fense effort in Europe and re-
sponded by allocating to the
build-up of her NATO forces a
percentage of her national income
second only in Western Europe to
that of Britain.

This over-commitment of lim-
ited French physical and finan-
cial resources, this attempt simul-
taneously to increase living stand-
ards, to rebuild both prestige and
destroyed homes, to restore the
country’s miljtary position, “to
build up heavy industry for the
future, this unwillingness to
choose among the various objec-
tives—all desirable in themselves
—Ilay at the root of France’s al-
most continuous postwar inflation.

Progress made in industrial re-
habilitation was obscureq during
the first seven years after the war

by the country’s constant and:
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Problems and Prospects
‘Of the French Economy

ments of crude oil. Explorations
are proceeding in several sections
of France and its overseas ter-
ritories, and it is probable that
other good fields will be found in
the relatively near future.

The French iron and steel in-
dustry has been greatly madern-
ized with investments already
made in excess of $1 billion. Pro-
duction in 1954 was roughly 65%
over that of 1938 and is still ris-
“ing. It has increased fairly con-
stantly except in 1953. One-third
of it is currently being exported.
Judging from the ' statistics, the
French steel industry has greatly

gained from the establishment of
the common market under the
Schuman Plan. Indeed, about
100,000 tons a month of French
steel is now being sold to Ger-
many. France has also better than
doubled its production . of alumi-
num since before the war; and
now ranks fourth among the
aluminum-producing countries of
the world.

Conspicuous progress has also
been shown by the French
chemicals industry, by the en-
gineering industry  which has

successfully- bid for. large projects-
.abroad, by the armaments indus-
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try, by the rubber industry which
is the third largest in the world,
and by the shipbuilding industry
which has risen out of the almost
complete destruction of the war
to compete strongly for foreign
orders. In the process of rebuild-
ing its railroads, France has elec-
trified 2,500 miles of track, and
French electric locomotives have
made impressive records for both
speed and durability. Some of our
railroads could well look;to the
French for lessons in how to keep
their trains running on time.
French automobile production is
setting new records this year,
with production of about 50,000
vehicles per month as compared
with only 20,000 in the best pre-
war years. I would suggest that
anyone who has doubts about the
adaptability of French industry

to modern mass-production tech--

niques might- well take a:look at
the new Renault . works ‘at Flins

or .at one of the-other modern.

automobile plants.

Infiationary Curve Now
- Leveled Out

During the past two years, as
the inflationary curve has leveled
out, and with' the disappearance
of postwar shortages and ration-
ing controls, a new spirit of enter-

Instead of the deficits in meat
and dairy products that existed
a few years ago, these items are
now also in surplus.

In the financial field, it seems
pretty clear that the vicious round
of inflation has been broken.
Since March of 1952, when Prime
Minister Pinay launched his all-
out campaign to stop inflation,
prices have remained stable. Since
then, several increases in mini-
mum wage rates totaling about
20% have occurred which have
not been followed by increased
prices as had always been the
case before. This is already the
longest period of price stability
France has seen since the 1920’s.

Accompanying the leveling off
of -prices, there have been en-
couraging signs that the French-~
man’s . confidence in the franc -is
reviving.. Gold has  long been
the Frenchman’s hedge against
inflation, and for many years the

rise in the gold price was an in-
dex of the fall in value of the
franc. Therefore, it is now. en-

couraging that gold prices have
dropped- steadily since early 1954.
Although the French  hoarders
have not disgorged their gold

holdings,-they have at least stop--

ped putting their new savings in

prise has developed. Consciousr the traditional mattress. This .is

efforts are being made to create
an internal mass market by pro-
motional advertising and develop-
ment of installment credit, lay-
away plans, and the like. Full-
page newspaper advertisements, a
totally new idea in France, have
begun to appear during the past
year. The development of con-
sumer credit is also an almost
entirely .new phenomenon on the
French scene. For the first time
durable consumer goods are be-
ginning to come within reach of
the less privileged classes of the
population, opening new soc10-
logical perspectives.

The industrial sector which has
lagged most seriously during re-
cent years has been construction
of housing. Last year was the first
time in at least 25 years that the
basic replacement minimum of
175,000 dwellings per year was
reached, and this still did not
touch the accumulated backlog.

While war damage has been an
obvious factor in the French
housing ‘shortage, well-intended
but economically unsound rent
ceilings bear most of the blame
for the fact that the average age
of the nation’s dwellings has been
increasing and their condition has
been deteriorating ever since
1913. Meanwhile, the housing
shortage has been further ag-
gravated in the last few years by
increases in marriages and births
and by the movement of families
from rural to’ industrial centers.
The housing shortage has become
perhaps the main hindrance to
the mobility and, therefore, to the
productivity of labor.

However, here again there are
finally solid grounds for en-
couragement. A progressive and
ambitious housing program was
launched in 1953. Last month the
Minister for Reconstruction stated
that the target of 240,000 com-
pleted dwellings a year would be
exceeded in 1955. He predicted a
total of at least 260,000 and said
that this rate would be main-
tained for a number of years
thereafter. For comparison pur-
poses 260,000 houses a year in
France would be the equivalent
of about a million a year in the
United States.

France Has Surplus of

Agricultural Products
Those of you who last visited
France during the years just after
the end of the war may be sur-
prised to learn that France is now
having almost as ‘much trouble
with its agricultural surplus prob-
lems as it had then with its short-
ages of basic foodstuffs. As late
as 1951 France imported 22 mil-
lion bushels of wheat. Last year
it exported twice that amount—
44 million bushels—and this year
it will export 55 million bushels.

one-of the factors leading to re-
newed -interest in the stock mar-

ket and in other forms of invest-
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ment. Naturally it is hard to
change the defensive attitude of
investors after so many years of
chronic inflation. This is why
what we would call the ‘“blue
chip” securities are in especially
strong demand. But the fact re-
mains that Frenchmen are begin-
ning to save again and to invest
their savings in productive enter-
prises. Businessmen are stimu-
lating this revival by distributing
more profits to their stockholders
and by other methods. As a re-
sult of all this, French stock
averages have risen 63% in the
past year. You can see that Paris
has been having its own bull mar-
ket and quite a respectable one
at that.

Controls Over New Securities
Flotations . Ended

To encourage expansion of the
financial market as a source of
funds: for investment, the Geov-
ernment has relaxed controls on
the flotation of new securities and
is making a strong effort to make
money available to enterprises at
lower cost by reducing bank fees
and commissions. Together with
the . reduction of the rediscount
rate, this program has resulted in
cutting the cost of medium- and
long-term credit' by something
like 1.75% during the past year to
a present rate of approximately
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6%. ‘This .- lowering - of . interest
rates- is‘ a -conscious- part ‘of -the
Government’s program to encour-

age investment and expand pro--

duction. All this-has had a real
‘effect and, according to the Bank
of: France the level of private
‘inves,tment in new securities has
risen 40% in the last 18 months.

Opportunities for American
Capital in France

Speaking of the revival of pri-
vate savings as the means of fi-
nancing investment reminds me
‘of the role that can be and is be-
.ing- played by the investment of
private American .capital in
France. There have recently been
“called to my attention several in-
stances in which important Amer-
‘ican firms have testified to their
confidence in the economic fu-
ture of France by establishing
new joint enterprises there and
by expanding existing ones. For
example, I understand that Proc-
‘ter and Gamble is putting a sub-
stantial amount into the manufac-
-ture of detergents in Marseille,
. that Minnesota Mining is invest-
-ing in an abrasive tool operation,
that Johnson’s Wax has opened a
model new factory, and that Gen-
" eral Motors is again expanding its
Frigidaire plant. It seems to me
that these reports—and there are
numerous others—give tangible
- proof of progress toward re-estab-
lishment of a favorable “climate”
. for foreign investment in France.
' Meanwhile, I think some mention

‘_should also be made of some of
. the older American investments
which have already borne fruit,
- in particular those of the oil com-
panies like Jersey and Caltex.
The important foreign exchange
savings which will certainly re-

sult from the new.-oilfield I have

‘already. mentioned should provide

a good object lesson in the mutual
benefit- of foreign prlvate mvest—
ment. -

During the past year the French

foreign trade deficit has rapidly .

diminished. In October, for the
first time in four years, France
actually had a small favorable
balance of trade with . foreign
countries. In the European Pay-
ments Union France has bene-
fited from the liberalization meas-

ures undertaken by her neighbors, .

and during the -last months of
1954 has shown a moderate sur-
plus. Although’ her liberalization
of import trade still lags behind
that of most other European coun-
tries, France has now removed
quantitative import restrictions
from 75% of her imports from
Europe, as compared with only
18% a year ago. This still falls
considerably short of the level of
liberalization reached by, for ex-
ample, Germany with 90%, Bel-
gium with 88% and Italy with
99.7%. In the past two years
French gold and foreign exchange
reserves have risen by 40% and
now exceed $1 billion. At the
same time her external debt has
been reduced. The Governor of
the Bank of France expects the
reserves to reach- $1% by this
spring. Of course, these increases
in foreign exchange reserves were
made possible to a large extent
by various American contribu-

tions to the French economy, but
the important fact is that they are
there. As long as there were
meager reserves and the exchange
situation was on a hand-to-mouth
basis, there was no chance of a
return of confidence in the franc,
of reducing import restrictions, or
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of taking. the other steps on the

Much remains to'be done in the.
field  of foreign: .trade. before
France will really be  part -of

either a more integrated Europe

or—what ‘is still more desirable—
a more integrated world economy.
Despite the recent sharp increases
in "gold and dollar reserves, vir-
tually nothing has been done to
introduce competition through
freer imports from the dollar
area. Still, in view of the progress
made in so.many other fields in
the last few years, we Americans
can have every reason to' hope
that more progress will soon be
made in this field too. -

I am also encoyraged by the
evolution of a coherent economic
program with substantial continu-
ity of implementation. The ups
and downs of French cabinets,
the all-too-frequent interregnums
between successive governments,
and the rough-and-tumble of in-
ternal politics give an exagger-
ated impression of instability. Ac-
tually despite varying political
coloration, there has been rela-
tively little difference of opinion
among the cabinets of the last
few years in their diagnosis of
tne French economic situation and
in the types of remedies pre-
scribed.

This simply reflects the fact
that, with gradual improvement
in economic conditions, public
opinion has been gravitating to-
ward the moderate center of the
political spectrum. Although dif-
fering in approach, the economic
programs of the recent cabinets
have to a considerable extent
complemented each other. Each
had a contribution to make. The
Pinay Cabinet concentrated on
ending the inflation and stabiliz-
ing the internal value of the cur-
rency, which was certainly the
number one priority problem sat
that time. The Laniel Cabinet
gave business more incentive to
embark on a dynamic expansion
of production. The ‘present
Mendes-France Cabinet is taking
bold steps of economic reform in
a number of fields while still pre-
serving the essential continuity of
policy.

Conclusion

In conclusion, France is still faced
today with many problems, par-
ticularly in the field of foreign
trade, but, to a degree unprece-
dented since the days of Poincare
during the 1920’s, she now has
both the resources and the will
with which to cope with her prob-
lems. Seldom has the conjuncture
of eircumstances provided France
with such an auspicious base from
which to attack the long-range,
persistent, structural weaknesses
which have been repeatedly diag-
nosed and publicized by French
economists.

The most promising courses of
future action in the economic
field, to consolidate the progress
made in the last few years, are
primarily in the direction of
greater freedom of both external
As. ‘for the
former, some lessons might use-
fully be taken from those neigh-
boring countries which have

found that more liberal treatment
of trade and payments—with re-
spect to . dollar' as well as' non-
dollar areas—has helped rather
than hurt their international fi-

-nancial .positions. The fostering of

internal competition  presents an
even greater challenge.
The major policies of the pres-

ent French Government give us °

real hope for the future. They in-
clude:

First, reduction of Government
intervention or subsidies in those
fields. where experience. has
shown such interference to be in-
effective or self-defeating.

Second, the progressive elimi-
nation of those quantitative im-
port restrictions still being ap-

plied - against: other Western. Eu-

. ropean-countries so as to increase-
competition and- . stimulate the |

modernization and - reconversion
of French industry:

Third, fostering the growth -of
healthy competition by -attacking
restrictive business practices in
industry, agriculture, -and distri-
bution, and by taking action
against those organized special in-
terests which. have for ‘so long
been a burden obstructing the de-
velopment of their- country.

Fourth, continuation of the tax
reform program, not: only to cre-
ate a better relationship between
taxpayers and the State, but also
—of more immediate importance
—to reduce the present impact of
indirect taxes on prices and costs
of production.

Fifth, and very important in
France with its history of chronic
inflation, consolidation of the
present revival of confidence in
the franc by-keeping the budget
under control and by avoiding
deficit financing.

If France is successful in apply-
ing these policies, she may indeed
be on the threshold of a new eco-
nomic and industrial revolution
that could bring astonishing prog-
ress in the next ten years.

Franklin, Meyer Firm
To. Admit B. Zoref

Franklin, Meyer & Barnett, 120
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, on Feb. 1 will admit Ber-
nard Zoref to partnership. Mr.
Zoref is office manager for the
firm.
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Wm. J. Mericka & Co. -
" Celebrates 25 Years

CLEVELAND, Ohio — Wm. J.
Mericka & Co., Inc., Union Com-
merce Bulldmg members of the
Midwest Stock Exchange, are cel=-

Wm. J. Mericka Carl H.

Doerge

ebrating their twenty-fifth anni-
versary this year.

Officers of the firm are William
J. Mericka, President; Carl H.
Doerge, William S, Gray and
Richard J. Cook, Vice-Presidents;
and Stephen E. Hlivak, Secretary
and Treasurer. Mr. Doerge  has
been associgted with Mr. Mericka

since 1928, and Mr. Hlivak since
1931. Also with the company
since its beginning are Alfreda
Myer and Mrs. Betty Wrege.

Brandenburg to Admit-

Robert B. Bregman. will be-
come a partner in Brandenburg
& Co., 100 Broadway, New York
City, members of the New York
Stock Exchange, on Feb. 1st.
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courts how puzzling antitrust dilemmas may best be
resolved.

The Report will consider these dilemmas in all -areas
of antitrust operation. The portion treating Section II
of the Sherman Act will uncoubtedly analyze generally
the relation of business size to monopoly power. For
instance, is a business’ absolute size relevant to a mo-
nopolization charge? Or, is the relevant factor the mar-
ket power that comes with size in a given business?
Finally, should the fact that an admitted dominant
market power was achieved solely by virtue of a lawful
patent grant, or by superior business methods, constitute
a defense to an allegation of monopolization.

In like fashion,-the distribution sector considers, for
example,- whether we should retain present Federal
legislation immunizing from the Sherman Act “Fair
“I'rade” contracts authorized by State law? How well
has the Robinson-Patman Act achieved its intended
goal? ' And, generally, how can the consumer best be
assured . the economies of streamlined distribution

- methods? '

A third area that Report considers is the application
of antitrust law to this country’s foreign commerce. The
leading question here is: Should the Sherman Act cover

, activities by American companies abroad? Should it ap-
* ply only to those activities by American companies
- abroad that substantially affect our foreign -commerce?

Or, on the other hand, should Sherman Act application -

to conduct abroad require some showing of significant’
effect on our domestic trade? More broadly, how can
application of antitrust abroad best” be reconciled with
the achievement of our national security and foreign
trade objectives?

Finally, the Committee analyzes crucial problems re-
lating to mergers, antitrust administration and enforce-
ment, as well as exemptions from antitrust prohibitions.

In the administration and enforcement area, for ex-
ample, there must be a determination of whether the
Sherman Act’s criminal sanctions should be retained.
Should the penalties in this day of decreased dollar
value be increased? Should the Antitrust Division issue
advisory opinions, beyond its present merger clearance
and “railroad release” programs, so that businessmen
can tell in advance whether business conduct will run
afoul of the antitrust laws? How can efficient coopera-
tion between the Antitrust Division and the Federal
Trade Commission be assured? And, finally, how can
the trial of complex antitrust issues be speeded?

If the Committee provides answers to these questions
alone, it seems clear that its Final Report should be of
real interest to every American businessman, as well as
the public'generally.

HERBERT ABRAHAM
. Chairman, The Ruberoid Co.

During 1954, the building industry confounded the
forecasters who had predicted a slight decline in activ-
ity by achieving the highest level in history, The value
of new construction rose to an estimated $37 billion

and new housing starts fotaled about

1,200,000 units. Since this surprising
strength in building shows no sign
of lessening, all forecasters are more
encouraging today than they were a
year ago and almost all agencies are
agreed that total construction activ-
ity will rise another 7% during 1955.

The reasons for optimism are well
founded. As our population has con-
tinued to grow and as families have
tended to become larger, it is appa-
rent that there is a real-need for
more houses, schools, stores and
buildings of every kind. Moreover,
this need is likely to be reflected
in effective -demand as long as con-
g sumer
ievels remain high. Building has been and will con-

Herbert Abraham

tinue to be further stimulated by the Federal Govern= <

ment’s policy of encouraging mortgage lending at low
interest rates.

But if the building materials industry as a whole
can expect a good year, there is no reason to believe
that individual companies will necessarily prosper. Our
experience in 1954 indicates that almost all building
products are now in ample supply and  competition
among rival manufacturers and the various'types of
products is keener than it has been in many years. In
addition, consumers are becoming increasingly quality
conscious, are shopping carefully before they buy.

To meet this situation, The Ruberoid Co. has intensi--

fied its selling efforts by adding to its sales force and
increasing advertising and promotion activities, We
have also diversified our-products by entering the gyp-
sum business and have introduced a number of new and
improved products in both our asphalt and asbestos-
cement lines. '

I am convinced that the breparations we have made

to work harder to sell more will assure us of a full.

) measure of the prosperity which is said to be in store
for all business for 1955,

incomes .and employment-

MORE STATEMENTS IN
SUBSEQUENT ISSUES
Quite a number of statements either were
received too late for publication in tcday’s
issue, or for mechanical reasons, could not
ke accommodated herein. These will appear
in subsequent issues of the ‘Chronicle.”
—EDITCR.

ERNEST R. ACKER

President, Central Hudson Gas & Electric Lorporation

The year 1955 promises to be one of challenge and
opportunity for the nation’s gas and electric utility in-
dustries. with a continuation of the growth trend which
has been apparent in recent years. The magnitude of the

market served by these industries is
indicated by the fact that the electric
companies connected their 50 mil-
lionth customer in 1954,. while the
gas companies expect to be serving
29 million customers by the end of
1955.
Annual expenditures for new plant
~in the‘ electric industry in 1954

amounted to $2,800,000,000 and ac--

~cording” to its current construction
schedule a similar amount will ba

expended this year. ‘The gas indus--

try and pipeline companies continued
to construct new facilities to serve
their customers’ cemands at a rate
of $1 billion during 1954 and. expect
to add another $1 billion of assets in
1955. The application of nuclear energy to the generation
of electric power took on greater significance in 1954
as Congress amended the Atomic Energy Act to permit
more active participation by private industry in the
peacetime atomic energy vrogram. Construction of the
nation’s first full scale power plant utilizing atomic fuel
was begun during the year in Shippingport, Pennsyl-
vania, and we expect that 1955 will see accelerated
progress in experimental and practical nuclear reactor
research. Private industry study and research groups
all over the nation are continuing activities that are
expected ultimately to make nuclear power economically
competitive with that generated by coal and other fossil
fuels.

Light's Diamond Jubilee was celebrated in 1954,
marking the 75th Anniversary of the invention of the
first practical incandescent lamp by Thomas A. Edison.
While the progress made by the electric industry during
the past 75 years has been remarkable, the prospects for
the future are even more so with an expected demand
for electric power in 1965 double that of 1954. As the use
of electricity increases in homes, farms, stores and fac-
tories the electric industry will provide the added facili-
ties required to serve its customers. As only one ex-
ample of the steps being taken to provide for this growth
in usage some 13,000,000 kilowatts of generating capacity
are scheduled to be added during 1955.

Househeating continued to be one of the gas indus-
try’s fastest growing markets iy 1954 and is expected
to continue in this position during the coming year, with
forecasts indicating that more than a million new. gas
househeating customers will be added in each of the next
three years. The outlook for adequate supplies of nat-

Ernest R; Acker

ural gas continues to be favorable as proved: recoverable.

reserves increased during 1954 in spite; of:the highest
annual,usage of natural gas in history. ‘The transmission
pipelines were extended during the year, ipassing tihe
400,000-mile mark, and ‘there is ‘every indication that
this network will continue to expand for many years in
the future as the demand for gas increases.

In spite of the tremendous expansion programs of the

gas and electric industries, the cost of utility service con-

tinued :to decline in_1954. . This result wasidue-toin-

creased usage by the customers and the favorable effect
on_costs brought.about by improvements in.the arts of»

producing and transmitting gas and electricity.

AVERY C. ADAMS
- President, Pittsburgh Steel Company

Pittsburgh Steel Company will produce and ship more
finished steel products during 1955 than for any other
year in its history. .

During the last three months of 1954, the company’s
production and shipments of finished
steel reached record high tonnages,
although still below the potential
capacity, of the company's new steel-
.making facilities. This upward trend °
in production is expected to continue
well'into the second quarter of 1955.

In the past year, Pittsburgh Steel
completed a four-year, $65-million
expansion  and improvement pro-
gram that increased its capacity for
making -basic steel by 48% and its
facilities for producing finisheq steel

- products by-82%. -

Blast furnaces were modernized, ‘
open hearts enlarged, new soaking 2
pits added, and a new blooming mill Avery L..Adams
installed at the company’s Monessen

Works. New hot and cold rolled sheet mills were added
at the Allenport Works. :

Completion of our program has put us in a position
to compete on even terms with other producers for our
share of the steel business. In the past, we have had
to sell one-third of our steel in semi-finisheq form.
When the markets grew competitive, we couldn’t sell
semi-finished.

Today,; we can make all of our basic steel into finished
products—sheets and" strip, seamless tubes, wire and .
wire products—that we have now demonstrated we can
sell in competitive markets, £

Progress of the company will develop along two lines: .
(1) Further -improvement of 'present‘ facilities. (2)
Further diver.si_fication through end product integration.

We are definitely exploring and considering all possi-
ble avenues -for further strengthening our company’s
pesition in the future. 4

J. M. ATKINS

S. Dickson & Company, Inc.,
Charlotte, N. C. ;
We enter 1955 with.a sound basis for optimism, in my

opinion. Perhaps some stocks have moved up too rapidly
in the past few weeks and are more than due.for a cor=-
rection of reasonable proportions, but the foundation of
the market as a whole does not ap-
pear unsound or over-capitalized.
One _factor not always recognized
‘and: important only in the last few
years is the accelerated growth of
our population.. Previously - viewed
:with .cencern, ‘we now. regard this
growth as a strong additional stimu-
lus to industrial prosperity. Our
monetary . system has been given
more latitude in the last year or so
to seek a level dictated by. supply
and demand; the absorption of con-
-sumer goods doesn’t seem to be ap-
proaching any serious point of
satiety; and business is generally in
a healthier condition when its gains
N are made as a result of genuine com-
petition such as prevails today. We look for equity as
well as debt capital to be available at reasonable prices
in falr}y liberal amounts and expect business to be very
gecod in the Southeastern States and generally good
throughout the country. Purchases of sound participa-
tions in American i_ndustry still seem logical at this time.

V. J. ALEXANDER
Chairman of the Board,
Union Planters National Bank, Memphis, Tenn,

Every new year there have been perennial outpourings
of words to,prognosticate the business future for the
ccuntry. Business conditions at the beginning of 1954
were unsettled and the business. recession then in force
was threatening ‘to become a major
disaster. The depression failed to .
appear during the past year and for:
many businesses it was the best of
any peacetime period. Industrial
production began to rise in the sum-
mer and continued strong throughout
the year-end. This increase in busi-
ness was- highlighted by the excep-
tional rise in ‘automobile ‘and steel f
production during the last quarter *|
of 1954. This high rate of production -
has carried forward into 1955, and
it will give the economy a bolster
during this period. ¢

- Another cornerstone of the current
business boom has been new con-
str}xction. New housing starts are
estimated at the beginning of 1955 to be at a slightly
!;;etter rate than the previous year, aided by reduction
in d_own payments ‘and extension- of mortgage terms.
Preliminary estimates for new plant and equipment -

President, R.

J. Murray Atkins

V. J. Alexander. -

~during 1955 ‘will reflect only a slight decrease from the

previous year.. The need. for :additional roads, ‘streets,
schools and ‘other public ‘improvements. will necessitate
a substantial amount- of, new -construction far public
uses during 1955. ’

There is another factor that we should not overlook

‘in trying to estimate-the future  business prospects for

our country. Qur.population continues to grow .at an

‘extremely high level. Current estimates place our popu-

lation at more than 162,00,000, and births for the past
year were close to.the 4,000,000 level, a new all-time
high. The tendency of people to live longer is due to
better housing, ample food, research and progress in the
medical field, and benefits of social security. These two
factors should provide our economy with sustaining force
for increased productive efforts and an expansion- of
{acilities to meet.the needs of a growing and aging popu-
ation. (o

The Treasury Department was very successful in the
extension of its short-term debt during the past year.
It has cooperated in the debt management program with
Federal Reserve policies to restrain inflation and then to
avoid deflation. The Federal Reserve policy was recently

. changed from one of “active ease” and it will be some-

time in 1955 before we know the role that it will play in
credit policies for the coming year. The rapid rise in the
stock market during the past 15 months has, caused con-

. cern in some quarters and the Federal Reserve Board

Continued on page 36
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Steel keeps pace

To make sure the nation will have the steel it needs in years to come, United
States Steel has invested more than two and a quarter billion dollars since 1945.
This money has gone into additions to and replacements of facilities, to develop
new sources of iron ore, and to learn to make better-use of older sources.Since
1901, U. S. Steel has kept pace with America’s requirements. Today, U. S. Steel
is an active example of almost 265,000 workers and 277,000 owners-cooperating -
with energy, enterprise and faith as your partners in America’s progress'.'

AMERICA GOES FORWARD on steel. One dramatic use-of steel is in the new
five-mile Straits of Mackinac Bridge being built by ‘American Bridge
Division of U. S. Steel to link Michigan’s upper and lower peninsulas.
This and other U. S.-Steel divisions are also fabricating: and erecting
the New York State Thruway Bridge at Nyack, N. Y., and skyscrapers
in New York City, Philadelphia, Chicago and San Francisco. -

SO THAT AMERICA will continue to have steel in plenty for generations -

to come, U. S. Steel looks far ahead. Iron ore is now being brought
direct to the mills of U. S. Steel from Cerro Bolivar, in Venezuela, a
source discovered and developed by a U. S. Steel subsidiary. At the "
same time, ways have been found to make better use of the ores already
available in Minnesota, Michigan, Alabama, Utah and elsewhere.

MANY KINDS and forms of steel are currently required by U. S. industry,
and a number of new types are being made available every year. Help-
ing to better meet the demand is U. S, Steel’s new Fairless Works at
Morrisville, Pa., the largest fully integrated steel mill ever to be built
at one time. Other U. S. Steel plants have been enlarged or modernized
to improve ingot capacity. and provide steel in-more convenient forms.

STUDY GOES ON to make new and hetter steels for America. Recent
developments include special stainless steels for the transportation and
chemical industries; non-magnetic steels for military use and for the
electrical industry; improved metallic and non-metallic coatings for
wire. Early in 1955, a new Research and Development Center at
Monroeville, Pa., near Pittsburgh, will be placed in operation.
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Continued from page 34

recently increased: margin requirements from 50% to
60% in an attempt to curb speculation' in the stock
market. :

All in all, the business outlook for 1955 looks very
favorable at the moment. Industrial production should
remain high at least during the first quarter, consumer
incomes are rising, and savings are at an extremely high
level. The recovery in Europe has been very noticeable
during the past year, especially among the Western
nations. As long as the nations of the world can remain
at peace, maintain preoduction, stable prices, reasonable
savings, and trade, we can look forward to the tuture
with confidence.

STANLEY C. ALLYN
President, The National Cash Register Co.

Looking forward to 1955, I believe that the opportuni-
ties for our industry will be greater than ever before.
One reason for this appraisal is the general confidence
which is apparent throughout the country. The continu-
ing increase in population, high
employment and high personal in-
come cannot help but spell expand-
ing markets for consumer goods. The
huge investments made in research
in recent years are also beginning
to pay off in the form of new
proaucts and improved versions of
older products which in themselves
stimulate demand. i

These are conditions which will
affect all types of business and
should make for a high level of gen-
eral activity. There are other factors,
however, which specifically affect
our industry and our particular
business.

We are engaged in the manufac-
ture of 'labor-saving devices, for use in the keeping of
records. The cost of record keeping has advanced
tremendously in recent years. Higher wages, overtime
premiums, shorter work weeks have combined with a
great increase in the amount of record keeping re-
quired. in business today to produce this result.

The cost of clerical work has become one of the
biggest items of expense in the cost of doing business
today. In 1940 there were 4,637,000 clerical workers in
the country. Today there are 8,156,000 an increase of
3,519,000 or 75%. The number of clerical workers has
increased 33% more than the number of factory pro-
duction workers during that 14-year period. In 1940
there were 10.8 clerks for every 100 employed, people,
today there are 15.4 clerks per 100 employed,

At an average weekly wage of about $60 the clerical
payroll of the country is $25 billion a year. To that
amount must be added the cost of fringe benefits such
as group insurance, hospitalization, vacations paid holi-
days and others. This could easily amount to $700 per
year per employee.

In view of costs like these, it is obvious that demand
should increase for any type of equipment capable of
reducing them. /

We believe that the opportunity exists for companies
in our industry to advance at an even faster rate than
the economy as a whole. This can be done, however,
only where an adequate and aggressive engineering and
product development program insures new products to
open new markets and expand present ones.

In 1955 our company will embark on the most exten-
sive capital improvement program in its history. Our
electronic program both in reésearch and manufacturing
is being stepped up considerably. There wil] also be in-
creased effort in other types of research. We are also
increasing our advertising and continuing a program
of intensive development in the sales field. Altogether,
we feel there is every reason to expect 1955 to be the
best year in the company’s history.

One reason for this expectation is the record made in
1954. Both domestic and overseas orders for our normal
products reached an all-time high. The year also saw
the introduction of the most extensive line of new prod-
ucts in the company’s history. We benefited in 1954 from
the sales impact of these new products and expect them
and additional new machines to be an important factor
in 1955 results.

Stanley C. Allyn

G.. T. BAKER
President, National Airlines, Inc.

Outstanding accomplishment and progress throughout
the past year has been the story in the airline industry
during 1954. Though the year past will be difficult-to
surpass in overall achievement it looks like we are off
the ground already and climbjng
steadily with new power.

I prefer to use. National Airlines
as an example, since I am most
familiar with it. e

On Jan. 2, 1955 we shattered all
previous records for one day’s traf-
fic over our routes, chalking up an
advance of 62% more traffic handled
than during the same day a year
previously.

I believe this forecasts the bright-
est New Year for National since our
beginning, as it probably does for
the airline industry as a whole.

We are -entering this new year
ready and able to provide the public
with the finest airline service ever
offered. This results fram our integration during 1954

" GT. Baker
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of 21 new aircraft to our.fleet, representing a capital.,
outlay in excess of - $15,000,000,. including the world’s -

fastest propeller-driven commercial air transport: These
DC-7’s have given us a big competitive edge along the
Eastern- coast of the United States, along witn our
DC-68’s, DC-6’s, Convair-340’s, and a Sikorsky S-55
helicopter, making our fleet the most modern in the
industry.

A brief summation of ’54, as it relates to our company,

will perhaps reveal a better perspective from which to

examine the airline outlook for the year ahead. Na-
tional’s passenger traffic hit record peaks during Janu-
ary, February and March last year. Beginning of the
tirst helicopter passenger service ever offered by a
domestic scheduled airline was recorded by us on Febru-
ary 1, when schedules were inaugurated between Miami
and a dozen East Coast points.

Aggressive advertising and promotion of Florida as
the ideal summer vacation resort helped boost traffic to
new levels during June, July and August, formerly an
annual period when we were forced to take losses. We
introduced a Florida “winter season package” vacation
this year and expect this will eventually level out his~
toric early winter, mid-January and early spring traffic
drops as effectively as our summertime packages have
offset previous summer losses.

Our year approached the finish with a flourish when
on Dec. 17 one of our DC-7’s flew from Miami to New
York in 2 hours and 29 minutes, reaching a top speed at
one point of 585-miles-an-hour. This event, if any is
needed, helped recall the almost unbelievable progress
achieved in the last few years by the industry.

Industry progress and achievement during recent years
was at last solidly recognized in 1954 when most airline
securities advanced with renewed vitality to score out=
standing gains. The only somber note throughout an-
other year of increasing revenues was the constantly
narrowing gap—in spite of the most intense efforts—
between income and expense. This is perhaps the gravest
problem confronting all carriers because future expenses
of equipping our fleets with the next step—jets—four
or five years hence, will be astronomically high.

The year now before us will undoubtedly see: new -

passenger  records established.: Our revenue-.passenger

miles performed since the .fiscal year-end are already °
running 20-25% ‘ahead of the previous comparable pe---
riod. We, as are most other carriers, are planning greater-

expenditures and efforts to sell-and exploit our services.

Greater capital outlay is also-planned for technological -

and mechanical improvements.: In this respect we have:
begun the new year by .installing the first production
model radar weather detecting set to be used aboard
aircraft of any domestic airline, The new device is
currently undergoing tests on one of our DC-6’s to de-
termine the advantages of weather detection while “in
flight.” Our engineers and crews report that the instal-
lation is proving to be a great aid in attaining greater
safety and comfort for our passengers.

We fully expect that in tne near future we will utilize
this equipment aboard all our aircraft, as will all otner
major carriers.

Looking ahead is of little significance unless one can
also look back and thereby measure progress or the lack
of it.

The entire industry has moved far in just a few short
years; farther perhaps. than any other -industry when
measuring’ progress in terms of time consumed.

In each recent year the industry has steadily de-
veloped and expanded in order to provide the public
with the best in transportation. I believe that this prog-
ress will continue undiminished throughout 1955, and

. that we shall again record new business peaks as more

people every where take advantage of one of the world’s
great bargains—airline transportation.

DONALD L. BARNES
President, American Investment Company of Ilinois

The consumer finance industry will have a good year
in 1955. Two factors in our economy form the basis for
this prediction.

The American consumer is presently showing a return
of the confidence in job security and
future income which he last dis- g
played in 1953. Second, there is in-
creasing evidence that industrial ac-
tivity in 1955 will equal the overall

. record set in 1953.

During 1954 most consumer fi-
nance companies and business gener-
ally went through a period of read-
justment. The stimulant of the
Korean War was past and the result-
ant overtime pay had been termi-
nated. The economy was adjusting
to the sound money policy advocated
by the present Administration as
opposed to the ‘encouraged inflation
which had previously been present
in governmental policies. This re-

Donald L. Barnes

" adjustment was accompanied by a lack of confidence - -

on the part of the consumer. The effect of this-lack of
confidence was apparent early in 1954 in the business
of the consumer finance companies as well as retail
stores. The consumer had adopted a waiting attitude
with respect to his buying. 4

However,. the last  survey of consumer:.anticipated
buying of durable goods, conducted by the University of
Michigan for the Federal Reserve Board, indicated that
consumer confidence had been restored. People were
again interested in buying durable goods and, in many
cases, financing these purchases through consumer credit.

The confidence which customers of consumer finance

.tance in 1955 include nylon “stretch”

companies have-in the security of.their. jobs and income
has a' very direct bearing on- the amount of business done
by those cdmpanies.-Not only do most people borrow
when this confidence is:present,- but customers are in-

‘terested - in- borrowing- larger -amounts for such things

as vacation trips, education and the purchases of new
refrigerators, television sets, ranges, etc.

The real effect of the upswing in consumer confidence
was not felt until the last quarter of 1954. It is believed
that this upswing will be intensified by the continued
high preduction of the automobile and steel industries
and the expected construction beom which will result
not only from private and industrial building but also
from an anticipated increase in public expenditures for
highways. -

During the adjustment period of 1954 consumer fi-
nance companies were able to increase the amount of
dollars outstanding by about 3%. It is anticipated that
1955 will see a continuation of this growth at a some-
what higher rate. Most companies in the field are ex-
pecting an increase in-outstanding receivables of some-
thing ranging from 5 to 15%.

This increase, of course, will make itself felt in the
earnings of the cash installment lending companies and,
assuming a continuation of the present Federal tax rate,
earnings for 1955 should be at least from 5 to 10% higher
than in 1954.

Increased population and wider acceptance of con-
sumer finance as a desirable and necessary part of our
economy will likewise augment the favorable business
trend for consumer finance companies in 1955. All things
taken together should produce one of the best years in
the industry’s history during 1955.

JOHN E.-BASSILL
President, American Enka Corporation

Producers of man-made fibers are giving their mar-
kets a. vote of confidence.’ A manufacturing capacity
survey, recently published in-the “Textile Organon,” in-
dicates a further growth -in -fiber producing facilities

of 5% in the coming year and a
= half. Major, growth is concentrated
_in rayon staple fiber and in the non-
¢ cellulosic filament yarns. and staple.
.. With:indicated -plant capacity com-
+".ing to more than 2% billion pounds,
... the man-made fiber industry will be
v -well'. equipped to - participate in
-~ textile industry progress. :

While American Enka Corporation
is primarily a rayon yarn producer,
it has put nylon facilities into opera-
tion during the past year which per-
mit exploration of potential markets.

Our attention is directed primarily

to these two fibers, although other

man-made fibers should share in the
improved textile outlook,

The textile industry generally has been enjoying im-
proved volume with many mills sold three to six months
ahead. Rayon staple fiber has been in strong demand
during the past year with every indication of continued
expansion.

Rayon filament yarns while subjected to both sea-
sonal -and cyclical market fluctuations during 1954 ex-
perienced an uptrend in the closing months, a tendency
that should carry into 1955. Historic patterns of product
mix are substantially changed for rayon textile yarns.
Greater emphasis is being placed upon coarser yarn sizes
while the finer yarns are in reduced demand.

High strength rayon yarns for industrial purposes are
again in strong demand. High level operations for both
the automobile and the tire industries in the first part
of 1955, should result in increased use of tire cord. This
type of rayon is also being adapted to other uses. Ex-
panding markets are being developed in high and low
pressure hose, conveyor belts, V-belts, industrial and
decorative tapes and carpet backing yarns.

The American Rayon Institute was formed recently
by the major rayon producers to bring to the consuming
public a clearer understanding of the many desirable
features of rayon. A program embracing advertising,
consumer education and trade promotion has' been
launched and will be expanded in 1955 with the result
that rayon should have an improved opportunity to
share in the attention for the consumer’s dollar.
_Nylon has the largest volume of the'non-cellulosic
fibers. Major developments which will grow in impor-
yarns originally
processed nylon

John E. Bassill

used in men’s hosiery. These specially

"yarns are finding application in a widening range of

apparel uses. Nylon has a small but growing position in
the tire cord market, and where its good features can

. be used to advantage, it should continue to grow. Blends

of nylon staple with other fibers bring to the end pro-
duct Jonger wear through greater strength and improved
abrasive resistance.

In conclusion it appears that the man-made fiber
producers have every reason to be moderately optimistic
for 1955. For the longer run rayon, nylon and the other
‘man-made fibers should continue to enjoy the growth
that has been characteristic of this industry, especially
as new qualities in fibers are developed. The possibilities
of  technical modification and of blending permit the
tailoring of fiber combinations to the precise needs of
individual markets, an important factor in gauging the
outlook ahead.

Continued on page 38
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Search is ex(jiting! ‘

‘Scientists are constantly probing deeper into the secrets of nature:

—bringing new and better things to you

As THE PROSPECTOR thrills to the
_search for.treasure; so does the scientist
as he searches out the secrets of the
earth, air, and water. . '

‘THE TREASURE that the scientist seeks

- 1s better understanding of nature, and
“ways to bring better living for all of us.
*To find them, he is constantly probing;
- .taking the elements apart, putting

-them back together in different ways — -
always looking for-something new and

Jpromising.

“How important is'such research? To- -

day, more than one-third of the work of
the people of Union Carbide is in pro-
viding products and processes that did
not exist in commercial quantities 15
years ago. Each new product, each new
process, was born of intensive search.

' FROM CHEMICALS TO METALS —

The results of these achievements are
serving all of us today— chemicals for
life-saving medicines and many other
uses . . . a wide range of carbon and
- graphite produets:. . . oxygen for the
sickroom and industry . . . a variety of

U€C s Trade-mearked Products include

.. SYNTHETIC ORGANIC CHEMICALS = . ., =, -~ -
- EVEREADY: Flashlights and-Batteries ©~ .« »/"- 7%
' BAKELITE;'VINYLITE,:and KRENE Plastics -
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wonderful new plastics. . .alloying met-
als for stainless and other fine steels.

SEARCH...RESEARCH? To the scien-

tists of Union Carbide, search and re-

search are the same—an exciting key to
a brighter future for all.

- FREE: Would you like to learn more about the

many useful things research has helped bring to
you? Ask for “Products and Processes” book-

let M. : ‘

UN1oN CARBIDE

AND CARBON CORPORATION

30 EAST 42ND STREE%‘ EE! NEW YORK 17, N.-Y,
In Canada: UNION €ARBIDE CANADA LIMITED

7

- ELECTROMET Alloys and Metals©  HAYNES STELLITE Alloys - -
:% LINDE Silicones -

* Dynel Textile Fibers
" PREST-O-LITE Aectylene.

PRESTONE Anti-Freeze
'PYROFAX Gas -. :

UnNioN Curbide.” -
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S LINDE Oxygen
.. NamioNAL Carbons
AcHEesoN Electrodes
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ALEXANDER M. BEEBEE

President, Rochester Gas and. Electric Corporation

The b:cginning of 1955 finds Rochester Gas and Elec-
tric Corporation looking forward to another year of
progress and growth.

The metropolitan area of Rochester, which is the heart
gf the territory served by -the com- :
pany, is noted for the stability’ of
its enterprise and the highly skilled
character of its workers. As a mat-
ter of fact, data from the U. S.
Bureau ' of the Census shows: that
Rochester has the highest percentage
of skilled workers of any city in the
nation. :There is also a high degree
of diversity of industry among its
800 manufacturing .establishments:
All classifications of manufacturing
industries used by the Federal Cen-
sus are represented here.. The
strength of the industries in the ~
territory also is indicated by the
fact that the level of employment is
very high, ranking with the top
16 cities' in the United States. In.view of the character
and prosperity of its customers, Rochester’ Gas and
Electric - Corporation anticipates a continuation in - the
growth of its revenue and expects to~add substantially

Aléxander M. Beebee

to its facilities to take care of the increased require--

ments of its customers. .
The company is continuing its vigorous sales promo-
tion programs. and is cooperating -actively with the

Rochester Metropolitan Area Industrial Development .

Council which was formed in 1954 to bring new.indus-
tries into this area.

The year 1955 will be the fourth in which the com-
pany has participated actively in research and develop-
ment activities of the Detroit Edison Nuclear Power
Project. . This program, which is designed to make
atomic power plants a practical economic reality, has

been making good progress and will be pushed even :

more actively in the year ahead. '

Rochester Gas and Electric Corporation, together with '

four other major power companies in New: York State,
will continue in 1955 to endeavor to obtain.the required
Congressional rand -other approvals in order to consum-
mate the development by private enterprise of.the full
power potential of Niagara Falls. "

I expect an active and productive year' far our
company. .

S. CLARK BEISE ~
President, Bank of America, N.T. & S.A.

A statewide survey just completed in over 300 Cali-
fornia communities

ists and farmers, indicate an almost
unanimous belief that the economic
level of 1955 will exceed that of
1954 in California. In general it is
thought that. the construction out-
look is bright, particularly for the

residential’ sector which makes up -

such a large part of the total con-
. struction ‘outlays in .California.

Moreover, farm income is expected -

to ‘continue approximately at the
same level-as 1954. A slight decrease

in cash incomme from crop$  may :be" .-

offset by an increase in returns from

livestock operations. “

While some businessmen have ex-
. pressed reservations  regarding the
last two quarters of the new year, ‘overall the survey
reflects the comfidence -and optlimism. of California ‘busi-
nessmen, ’ ’ oot

S. C. Beise

HON. EZRA TAFT BENSON

Secretary of Agriculture

With a strong demand for American'agriculturalprod;;
ucts in prospéct-both ‘at home-and abroad, 1955.-should - -
Ve [

be a good year- for the nation’s farmers.

There is no‘substitute for a-strong, free market, The

disposable income of consumers. re-
mains high and this insures contin-
uing expenditures for.food -and the: -
other products of our farms at rec-
ord peacetimé levels. ‘Abroad we
expect to sell .as much as 10% more"
food and fiber than we did in 1954.
For farmers who make full use of
the best farming methods — the -
better breeds, feeds and. seeds-—1955
should be a prosperous year. .
Our _economists see farm prices,
averaging near current levels
through 1955,” with- little change
either in operating costs or the par-
ity ratio. As in 1954, when hogs and
eoybeans brought unusually high re-
turns to farmers, some agricultural

products are likely to reflect more favorable prices than
others, =

Ezra Taft Benson

Serious drought conditions have cut deeply into. agri- .

cultural income over wide areas of the.nation during
the last two years. This unpredictable factor.could again
upset many calculations. L.

S The_ bllhor;. dollar Agricultural Trade.. Development
Act will permit us to expand overseas sales beyond nor-
@l commercial transaction T

by the bank’s branch managers who-
interviewed businessmen, industrial- -

. . §rection of-new structures will be close to the $40 billion
- ~-mark. in 1955 while the amount spent - e
- for modernization ‘of existing ‘build- -

.. The Commercial and Finencial Chronicle . .-. Thursday, January 20, 1955 .-
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The build-up .in surplus. farm products has_been. ar-
rested and in some cases-reversed, Carryover supplies
of corn, dairy products and vegetable oils will be smaller
than in 1954. )

It is unlikely that-Congress will vote to return to a
system of high, rigid farm price supports. The close 1954
elections did not change the complexion of Congress
enough to reverse earlier approval of flexible supports.

We have forged ahead in many areas. Sound, realistic,
forward-looking laws have been enacted. The down-

- ward. slide- of farm prices. has, 1 think, definitely been
. stopped. The emphasis in agrictiltural programs is where

it should be:.on research and-education, on-individual

freedom and responsibility, and op increasing -efficiency .

both on the farms and in the processes of distribution.
This- significant pregress is in trutn the assurance of
tomorrow. .

Supplies of major crops and of livestock and livestock
products will continue large. But consumption has been
rising, too.- Our ' people "in 1954 consumed per capita
156_pounds of meat-—more meat per person than in any
year- of record except 1907 and 1908. We consumed a
record - quantity of beef — 179 pounds per person — as
well as record amcunts of chickens and eggs. Milk con-
sui’nptloq per tapita is expected to rise. Besides larger
per capita -utilization, total consumption - is -naturally
expected to-increase as the nation’s population grows.

‘Government can, and will, do for agriculture. those
things that need to be done and that cannot be done by

- individuals or by -cooperating groups. But government

must leave the individual his freedom in the largest

-measure consistent with the common good. In this lies

the great strength of our republic. And the strength - of
the United States is important not only- to us but to all
the frqe" world, For in the long peacetime era that we
hope lies ahead, God willing, the strength ‘and leader-
§lup of this nation will largely determine freedom’s fate
in this twentieth century. ) 4

DON R. BERLIN
President, Piasecki Helicopter Corporation
I am optimistic about the 1955 outlook for the heli-
copte_:r portion of the aircraft industry,

Ifrlmary. immediate demand is military, and all indi-
cations point to steadily increasing use of helicopters by
many brapches of the armed forces. ‘

New applications of a technical na- .
ture vin "thé. Navy, Army and "Air .

~Force-. are likely “to result in new. -

volume requirements. Development -
of the -machine itself plays an'im- -
portant-part in this process. '

© Whilé it takes time to translate’
New, - concepts to actual production,
the major companies’in the business. -
all ‘have substantial ordér- backlogs
for current production. which should 7
assure a continued high level of out-,
put. in 1955.. There have. been some
recent-contract cutbacks and-“sched- -
ule. stretch-outs in the industry, to '
be sure, but in general. these have
resulted from specific local circum-

- -dun . Berun

-stances. They are not of general significance ror should

they have any major effect on the industry’s perfotm-
ance in the coming- year, R . .

1955 ‘is not like'y to see any great expansion. in new
orders for the commercial market.but there will con-
tgnue to be an expansion in many. commercial applica-
tions of the. helicopter where it has a clear-cut advan-
tage ever other vehicles. This expansion will ‘he mani-

fested. in dncreased production when the larger helicoo-

ters. now being deyveloped ‘and ‘manufacturéd for the
mlll_tary are &vailable for commercial markets. The po-
~tent‘1al -civilian market demand appears-to be huge,

» Piasecki’s facilities have again.been increased durirg
the last year so that they are now operating ‘with. an-
proximately 856,000 gross square feet of area.. The main

plant- i3 in Morton, Pennsylvania. Flight operations are

"conducte.d from  facilities at the Philadelphia- Interna~
-tional - Airport and a “Substantial amount of light manu-

. facturing work is-being carried :out in the large nlant

at Ardmore, Pd., which was leased during 1954. These
dacilities now employ 3,500 people ‘and the. numbér is
likely to grow larger.during 1955- when the production
rate increases -as:presently anticipated. - : ¥

. . HAROLD -R..BERLIN -~ .
Vice-President, Johns-Manville  Corperation

- * Money spent for new construction -and*mocernization”
~in 1955 may reach an, all-time record of $60 billion, sur-

passing 1954’s record of $54 billion. It seems likely that

¢

ings will' dpproximate $20 billion.
+ Présent forecasts indicate that this-
.country also-may set another. new

. record by building as many 3s1;250,-

.000 pew hames in' 1955, especially
since_ the 'National .Housing Act of
1954 has’liberalized FHA mortgage
credit thus opening up the medium ~
priced home market-to families with- -
relatively -low incomes. q ¢
About 1,200,000 homes were started -
ig 1954, a'.figure without precedent °
-except in 1950. This, despite thefaet .
that -the number of “young . people
reaching the home-buying ages of 22
to 24 was small due to the low birth- . .
rate in the Great Depression. The construction industry.
in 1954 ‘turned out to be the outstanding-prop-in.the

¥

- Haroid R. Berlin,

-present -high level. of national presperity, eutdistancing
both agriculture and national -defense. More than one-
seventh of the money spent for goods and services in
the United States in 1954 ‘went into construction., i

But in 1955, when the Gross National Product is likely
to be at least $360 billion, the $60 billion of construction
‘will--bulk so huge that it will represent no less than
one-sixth of the country’s total output of goods and
services. .

It might be pointed out that the 'construction industry
is not only the nation’s largest, but it stimulates:almost
every other type of industry. )

Tue 1954 grand total of $54 billion rolled up :by the
industry is composed of $37 billion for new construction
and about $17 billion for “modernization,” the term gen-
erauy. used to aescribe modernizing, remodeling, ex-
panding, changing, repairing and maintaining the coun-
try’s huge nur ber of existing structures. - -

While statistics are much less accurate in the mod-
ernization field than for other phases of construetion, a
nationwide survey made in 1954 by the Census Bureau
showed that this field was immensely bigger than had
been known formerly. Approximately $8-billion; the sur-
vey indicated, was spent in 1954 on modernizing awner-
occupied houses alone.. At least $9 billion more was
spent in modernizing tenant-occupied dwellings as well
as all sorts of nonresidential structures. !

Modernization expenditure accounted for about 327
of the total outlay for construction in 1954—the lion’s
share. However, the other three major segments of the
industry were not far behind. Privately financed resi-
“dential new- corstructien amounted to.about $12.9 bil-
lion, or 24% in 1954; privately. financed non-residential
new construction about $12.5 billion or 23% : #nd publicly
financed new construction, about $11.6 billion.ar 21%,

In 1955 we may -see such .figures as’the following .
achieved by the construction industry in its four major
segments: modernization increasing to $20 bi'lion;private
residential new construction up to $15 billion; private
nonresidential ‘new -construction .remaining at jaround
$12.5 billion; and public new construction growing to
-about $12.5 billion. AR j oo

It would appear. that a heavy rate of home building
will continue for some years beyond .1955, if ohly for
the fact that homes continue to be easier to buy through -
liberalization of FHA mortgage credit under the terms of
. the National Housing Act of 1954.- Ultimately, because
-of this legislation, it may become almost :as possible for -
- g family to trade in an old house and use the down pay-

ment to buy a new dwelling as people today ‘trade in old
"cars for new ones. . o ‘

For the first time a previously occuvnied home!can be

bought, under FHA mortgage. insurance, with low -down

. . payments and long repayment periods -comnarable. to

the favorable terms-on which.new. homes can b2 bought.
- An instarce of the influence of this factor.is thatia fam-
. ily, who formerly might have been deterred from mov-
ing to a new house in-the suburbs because of difficulty
in selling its present dwelling, can now sell it to another
family which can buy it with.a much lower:down pay-=
-ment thari heretofore and. repay the mortgage over a
longer period of time. - - . ¢ %18 w2
Many veterans are today buying homes with no down,
payments-at all in a veritable Veterans. Administration
home building boom. Many lenders are now.willing and
eager to make. VA loans on veterans’ homes purchased
on the basis of nothing down and 30 years to pay.

As for nonresidential construction, indications are that’

substantial e2ins in several important areas are almost
certain in 1955. 5 G .
-1School construction sheu'd approach £3 billion inorder
to accommodate the immense and a'most -endless flood
.of postwar- babies pouring.into public and -private ele-
amentary schools, high schools and, ‘soon; into"eolleges.

To meet increasing demands. for electric power and
municipal services, utility ‘construction may rise to-$5.5
.billion in.1955. ‘This sum would include abomut $1 billion
for .municinal sewer and.-water. construction to -meet
. growing needs.- e . ) ?

Highway construction, too. is b~coming one -of the true
giants of the industry and will likely reach at least $4.7
billion this year. From .then on the curve wi'l climb,
ultimately. to ficuras that mav- appear fantastic today
as the Administration’s $50- billion' ten-year highway

. program gathers. momentum. - ) "

Moreover, new -highway construction is very dvnamic.
1t not orlv generates a great volume .of .construction for
filling stations.. garages ard restaurants  but brings into
.being great shopping centers, housing developments and
factory growth. -~ . . !

With the develonment of the new “revenue bond” type
of financing, highway construc‘ion will take on some of
-the importance-of railroad construction in . as much earlier
Cay and act as a gencrator of many. militons of dollars

"-of secondary corstruction. \ - i
. Incustrial corstruction. including some Feceral, may
reach $2:5 bi'lion in 1955, Commercial-construction which
includes office buvi'dings, shopping centers, stores, ware-
- bkences and a variety of other structures ifhay go to $3
billion. . .

Militerv construction has been -declining since 1953
but because of very rerent high level decisions it may
-exceed $1 billion in 1955.

In-looking ahead through 1955 and into the immediate
future, expect the construction industry to.eortinue to
“play a vitally important role in .the expansion of the
country’s economy. - There is literally no end to the con- .
struction ‘needs of this -country as our population in-
creases at ‘a phenomenally rapid rate and as people
‘migrate from one, part of the country to another and .

. Continued on page-40°
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WORLD CHAMPION ~In the month of
May, blast furnace {J” at Bethlehen Steel’s
Sparrows Point plant established a new world
record by producing 61,424 tons of pig iron,
amounting to a daily average of 1981 tons.
" This record “beat by ‘nearly 5000 tons the
former production record, held by furnace
“H" at Sparrows Point.

‘LARGER STRUCTURAL MILLS —The year saw
" continuing progress in the program to modernize
“ and enlarge the structural mills of the Saucon divi-
“sioni"of ‘the Bethlehém, Pa,, plant, where wide-flange
--structural shapes -wete first. rolled in this country,

P . | i
- nearly fifty years ago. The improvements now under

way will increase the capacity of the structural mills
at Bethlehem by 50 percent, to 210,000 tons a month.

MORE ORE — At the year’s end the above iron-
ore project at Marmora, Ontario, Canada, was
nearing production, with removal of the 100 ft
capping of limestone nearly completed. At the
Grace Mine, in Berks Caunty, Pennsylvania,
the sinking' of shafts continued through the
year, with the production of iron ore expected
to start in Jate 1957.
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TANKER QUEEN —Early in the year the
tanker World Glory, largest commercial ves-
sel built in this country next to the liner
United States, was launched: at the Quincy,
Mass., yard. The World Glory can carry 1615
-million gallons of oil — the equivalent of 20
trains of 100. tank cars each, or a caravan of
tank trucks 30 miles Jong.

“MEN, STEEL, AND EARTHQUAKES”
— This new Bethlehem Pacific color movie
. explains how earthquakes originate and how
construction of sound design, with the use of
steel, has proved effective in resisting seismic
-forces.|The film runs for 28 ‘minutes, and is

now ‘ayailable for showings before profes- -

* HIGH-LEVEL BRIDGE — As 1954 closed Bethlehem
haderected a large portion of the steelwork for the
High-Level bridge extending for more than a mile
along the Lake Erie waterfront at Buffalo. Much of

*‘the 11,500 tons of steelwork was rolled at Bethlehem’s

' Lackawanna - plant and fabricated at our- Buffalo

" works. The' High-Level bridge will connect with
the Niagara section of the New York Thruway.

"SAFETY IN STEELMAKING — Four Bethlehem
- ‘plants — Béthlehem, ‘Johnstown, Sparrows Point and
_ Lackawanna — won first, second, third and fourth
" places among Jarge. steel plants in-annual Metals
" Section. Contest' sponsored by National Safety

- Council.-During- the: year the Johnstown. plant ran-

from- January 1 to May 5, more than four months,

TALLEST MAN-MADE STRUCTURE —This
steel needle is the new tower of Station KWTV
at Oklahoma City, which measures 1572 ft
from the ground to the tip of ‘its soaring
antenna. The tower is braced by 24 guy cables
of Bethlehem strand, made at the Williamsport
plant, totalling over 5 miles in length and more
than 100 tons in weight.

ROTOR DISCS FOR WIND TUNNEL—Ic
took plenty of ingenuity to handle the tricky
problems that were involved in forging these
alloy steel rotor discs, 18 ft in diameter, 9 in,
thick, and weighing 48 tons ;

cach. They are the largest-

diameter forgings ever made
by Bethlehem, noted for its

“production of forgings of -

_ sional, educational and civic-groups. -~ @ | without a disabling injury. to a single employee: unusual size.
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from cities to suburbs. A high level of construction
naturally follows-as. the country’s growth and the ad-
vance of technology open up wider horizons that assure
continued prosperity for the nation. ‘

WILLIAM A. BERRIDGE
Economist, Metropolitan Life Insurance Company

Employment and industrial actiyxty, behaving true to
form, have responded together in timing during the cur-
rent revival—as they had done auring the modest reces-
sion between mid-1853 and mid-1954 approxlr_nately.

Not.only in timing, but also in am-
plitude, they then behaved alike; for,
on the 1947-49 base and net of sea-
sonal, industrial employment sub-
sided from 116 to 104, industrial out-
put’ from 137 to 123 — each being
down only 10% from its top month
to bottom month.

Throughout 1954, both factory lay- "

off rates and hiring rates have al-
most persistently . registered .eco-
nomic improvement, Early -in 1954
both had *been at -about 30% . of

" workforce, on an equivalent yearly -

- basis; ‘but ‘late in the year;layoffs’

had subsided to around 20 and hir-"

ings -expanded to-40. The power be-’
hind: the lately developed -uptrend, .
after months. in mild “doldrums,” is in itself reassuring
—even though employment-has -thus far not. succeedpd‘
in expanding, as activity has, about half way.back to its;
mid-1953 top. I am one.of those who had more. hoped
than expected that the subsidence would either run-a
little deeper than 10% or a little longer (or both) .ﬂ.“‘s‘
relaxing high production costs and.further .curtailing
inventories. Such a situation might, in-the long run,-
tend to pave the way for a more sound and firmly based
recovery. ‘But the consumer 'is king—the ultimate and
the intermediate consumer. ‘And I am prepared to con-
cede that the first or acid test of whether we were really
ready for recovery is what the market itself did.

True, the recovery was not wholly spontaneous, but
partly the result of what entrepreneurs in the automobile
and some other industries felt was the latent attitude
of those who consume their products. If the former have
read the situation partly wrong, and the products fail to
move along adequatelv into orderly consumption and
instead raise inventories again, the vigorous recovery
might peter out, and a relapse might materialize. ‘Even
that need not be serious; and certainly it is gratifving
that inventories at various stages in the distribution
process have been reduced to as healthy a degree as
they have. .

What is the outlook, on net balance—considering all
of the many economic fundamentals, ‘and 'in addition the
non - economic postulates which nowadays. underlie
everything? I am not as optimistic as those who aver
that 1955 will exceed even the record year 1953.. But I
. do happen to agree with the apparently more numerous
ones who believe 1955 is at present likely to exceed 1954,
in such measures as are listed below. The range between
those years is, after all, fairly narrow: .

. 1953
Gross National Product (all goods & services) $365
Industrial Activity (factories & imines) 134
Industrial Employment (factories & mines)___ 114
General Employment (private non-farm) 113,
Wages & Salaries (total private)

FRANK H. BISHOP

President, Allied Products Corporation

After considerable discussion with business- leaders
who are headquartered in the Detroit area, it is our
reasoned estimate that business in 1955 in this highly
industrialized territory will run about 10% above that
for 1954. A ‘'year ago, in presenting
our views on the outlook for busi-
ness in 1954, we emphasized the
profound influence exerted upon
the American economy by the auto-
motive industry and its suppliers.
Great credit must be given to all
of the automotive manufacturers for
the advanced styling, mechanical
improvements, additional riding
comforts and added safety features
‘incorporated in all of their “spank-
ing” new models. It is our judg-
ment that the 1954 automotive ac-
complishment was sufficient to lend
firm support to holding the Gross
National Product within a few per-
4 cent of peak 1953. We feel .that the
improvement forecast for this area will make itself felt
in similar fashion on the 1955 national economy.

At Allied Products Corporation our sales in 1954 were
less than 4% under ’53, which was the best year in
the company’s history. In '54 we estimated profits will
be approximately 30% over ’'53, primarily due to the
elimination of the Excess Profits Tax. This tax sav-
ing has given us-courage and financial help, as it was
dcsigned to do, to further invest in the .American econ-
omy. In the latter part of '54 we built a plant to en-
large our Richard Brothers and Hercules interchange- -
able punch and die service to over 4,000 metal-working
customers located throughout the country. We are pres-
ently building a plant for an additional facility. The.
new building will be provided with -the latest and.
most modern equipment. It will represent an expendi- -
ture of close to a million dollars. This plant will pro-

‘ William A. Berviuge

1954 .
$357 billion 8
125%'of 1947-9
106 % of 1947-9
109% of 1947-9
144% 01 1947-9

Frank H. Bisnop

woeeeewe, ¥ide a.vastly. improved die and .large. sheet, metal..
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stamping service. Planned in its operation.is the use

- of large sheet metal dies made of Allite (various types

of zinc alloy) or plastic materials (including 'the new
epoxy materials) separately or:in combination with
each other, or with the traditional hard die metals such
as steel, cast iron, etc. This service is designed for
the making of model changes more rapidly and at lower
cost in any hard goods line. ¢

On the political scene, while we realize our Presi-
dent has a House and Senate dominated by the oppo-
sition party, we feel this should not have much bearing
on the improvement expected in ’65 because of the
President’s proven ability te conciliate issues.

The one dark cloud on the economic horizon in ’55
is the UAW’s resolve to go all out for a guaranteed
annual wage. This movement should be - vigorously: op-
posed by management. This may bring on strikes which
will adversely affect the ’55 results. - Here, again, we

see the union’s double-barreled approach to obtaining -

identical benefits—one through political means-and the

other in over-the-table bargaining.. Once before man- -

agement was “shaken down” .for a -double ‘dose of-
benefits, on the one hand through the political manipu-
lation of the social security payments,- part 6f which
is' paid by industry, and on the other hand through the
securing by negotiation of private pension plans, paid
iri' their entirety by industry. There is a growing con-
viction in the minds of the pension fund -administrators
that. the -$2 billion being contributed to these.funds
each yedr, plus the earnings-of these funds wisely in-
vested may supply retirement benefits for the “oldsters”
that will look too generous to the ‘“‘youngsters” in in-
dustry who -are paying the bill. @ 3
In the drive for improvement in: uriemployment com-
pensation and for GAW, we have .a similar situation
facing management—a requést for a double premium
to: pay. for a single risk. Taking a cue from what has
happened in the pension- situation; our advice to the
urijon leaders is to ‘travel only oné road at a time.
Our advice to management in reply to GAW requests is
to say, “Let’s wait until the smoke clears on the un-
employment increase requests now being agitated.”

Here in ’55 we see an excellent opportunity for labor
leadership to exercise judgment and statesmanship.
Compensation reforms of the magnitude and depth of
GAW require much time in thought and study. before
they can be adequately evaluated. :

The opportunity of presenting. our thinking in this
way has been very helpful to us, and it makes us more
aware of the factors affecting our economy-—both-favor-
able and unfavorable, ‘ : . k

JAMES "B. 'BLACK
President, Pacific Gas & Electric Company
I.am confident that 1955. will witness a greater.rate

~".tralization of.industry and the growth in urban popula- -:

\
\

. 'ROBERTF. BLACK.- .
_President, The White. Motor Company

The outlook for truck manufacturing and transporta-
tion -is a lot more optimistic today than it was a year
ago. The most encouraging sign is the cor_xtmuedvlm-
provement in freight business of the inter-city common
carriers. This is making itself {elt
in a surge of new buying of equip-
ment to replace worn out  rolling

stock. :
. The whole business picture : has

changed in the last two to three .-

months. It gives every appearance:

of having real stability for the truck "

‘manufacturing industry following a
year which saw the industry’s pro- -
_duction and sales fall approximafc}e}y '
10%- behind the 1953 level.: The‘re-
--covery -began: last September. . - 3 s
©+'In*“'many. instances, some -of jthe - -
:.equipment being replaced’ now: by
the “ common :carriers- might have
been replaced months ago had it not
¥ . . - been for. the recessionin- their busi-
‘“ness, amounting, in some: instances, to as-much as 40%. .
The.improvement. in their freight volume, the-decen- -

“ Robert' F. Black .

tion, - accompanied “by: huge  shopping . centers, .atomic
' .plant’ cities, etc., aré’.the major- réasons why we -are
anticipating an.improvement in truck-making and
truck-selling activities. in 1955. - - ° i g ;
.~ For the longer ferm, population ‘increases, principally
in urban . areas where truck transportation is the only
‘media of service, promise to provide active demand for
:our ‘products. There :are- just so many hours in a' day
.with additional miles to cover. The need for more
trucks to- cover this mileage is apparent every day.
Meanwhile, another encouraging sign: stands: out as
the new year begins: Emotionalism has disappeared

. from the scene-as all hands pitch in to develop a better. - -

national highway system. Action -has replaced-words.
This was translated into an estimated $6,400,000,000
'spent on highways in 1954 by all segments of govern-
ment. It represents an increase. of $650,000,000 over a
year ago and $2,300,000.000 more than was spent in 1950.

This vast expenditure is just a beginning in President
Eisenhower’s - proposal. for a. $50 .billion .highway - pro-
gram in the next ten years—the Government’s, con-.
tribution. alone. To.this must. be-added half again as
much :money from. the:treasuries of.states .and -munici-,

., palities now committed:to the improvement-of:roads.

of growth in the territory served by our company in -

northern and. central California:, than in 1954. Every
present indication is that 1955 ‘will be a year of oppor-
tunity for business throughout Cali- - . :

fornia. . —

.Our own output figures for recent
weeks, the continuing growth : of
population in this area, and'the high
currenf. level ‘of ‘mew residential
construction, . would ‘all appear :to
bear out this forecast. =~ . -

After showing only moderate
gains in the first three quarters:of
1954, our gas and electric ' sales
showed - a ‘substantial .upturn- in the
last quarter of the year. The out--
look indicates that -this -rate - of -
growth will continue at least well
into 1955. X . . . ,

New customers connected to our Jamios. .B. Bk
lines showed a similar trend. The . i
upsurge in customers connected in the last quarter
of'the year enabled us to close the year with a net
gain of more than 100,000 customers in all branches
of our operations, exclusive of customers added as the
resul§ of properties acquired during the year. It was
the eighth consecutive year in which we have connected
more than 100,000 new customers to our lines.

Major construction accomplishments of the year was
the completion of our new Pittsburgh Steam Plant, of
600,000 kilowatts capacity. This is now the largest plant
on our system, and is the largest steam plant west of the
Mississippi River. £

Completion of this plant brought to 2,528,000 kilo-~
watts the electric generating capacity built by the
company since the close of World War II. At the year-
end, our installed generating capacity was just short
of 4,000,000 kilowatts, with an additional 540,000 kilo-
watts of capacity under active construction. :

A major looping operation on our natural gas trans-
mission system was also completed, permitting an in-
crease in deliveries of out-of-state natural gas into
ou; system of from 550 to 700 million cubic feet of gas
a day. i .

In 1955 we expect to spend approximately $120 mil-
lion for further expansion and enlargement of our fa-
cilities. ‘This will bring total expenditures for new con-
struction to about $1% billion in the decade since World
War II. Our construction expenditures. in 1955, how-
ever, will be less than in 1954 because of the company’s
steady ‘and substantial ‘progress'in building up its gas
and electric reserves aver, the past several years. -

In short, we expect.to.have a good. year in 1955,. af--
fording us. new -opportunities. for- service ‘to the “people
.»o’f.northern and. central. ‘California. . ... .. . .

&

Good: roads ‘make "good. business sense. . Numerous
.examples could:be-cited of how. this works in practice.
.There is still.a_premium -on: time—the ‘beef -cattle. mov-
‘ing to markets losses less weight .the faster it gets there;

. .the eitrus fruits journeying from the groves benefit from
‘reduced’ spoilagey the heavy: piece .of replacement ma-
. ;chinery: can:be: made..to. produce -goods - in- faster: time
.., with goods roads, and-so on. * ' 8%

Actually; good. roads-have. a definite effect-on ithe
‘consumer  price- of beef, .oranges, lemons.and the-prod- -
;ucts that machines turn:out, among: other things. = |

: Experiences of: the :completed : turnpikes - emphasize

“‘that the segment: of ‘industry.-which will pay the -lion’s

.* ‘share of the:cost* of maintaining ‘new roads,.once they

.are ‘built, is. the truck eperator; if he is not priced out -
of ’th}e market by -dispropbrtionate, taxes.

On the PennSyIvahia&Tumpike, for .instance, passen-
ger ‘cars, outnumber™trucks six to.one. Yet; commercial

vehicles are paying nearly half of .the gross revenues.

JOSEPH L. BLOCK
L President, Inland ‘Steel Company

The steel industry should have:its third biggest pro-
duction year in 1955. I believe that at least 100 million
tons. of steel ingots wil-be ‘produced, compared with
some 88 million in 1954. That would represent 119%
of the 1947-49 production average - . '
and 80% of the much.enlarged ca- . s
pacity of the industry. It would be
within' 12 million tons, of the all-
time record set in 1953. b

It is important to the outlook for
steel that it is now more consumer
goods industry than .capital goods
.because of the tremendous increase
in its use for automobiles, and for
appliances, metal containers, and
other items used in the home.,

One good indication of the poten-
tial steel market is'the large num-
ber of new homes planned which

" will need refrigerators, stoves, wash- -
ing machines and all the other
equipment made of steel for the
housewife.

Agriculture may also be a good market for steel equip-
‘ment in 1955, and.there will be a great deal of steel used
in highways, bridges; public- and commercial buildings,
factories, and machinery.

If more steel is consumed in 1955 ‘than in 1954, con-
siderably - moreé must- be produced. ' That is because
-1954’s industrial production was sustained, in part, by
steel used up out of inventories. - -More steel was con-
sumed than produced. That can’t:occur again because
there .is no. comparable reserve' in .inventories to be
drawn - upon,” and, in‘fact,steel might have to .be.pro-

duced to-replenish inventories: : -- - :
~ Unless there is interruption from-strikes or something

ey g oz oo Continued. on.page 42:. .

Joseph L. Block
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Pure Oil's new LNLL
system reduces costs, increases

sales, pleases customers

“JALENTED” MACHINES—Pure’s modern credit de-
partment utilizes the latest 1.B.M. machines and
other equipment, capable of handling volume credit
business with speed and efficiency at every stage,
from preparation of Credit Check books to final sort~
ing and billing.

TRAINED STAFF—Competent personnel, well trained

in the intricate skills necessary to the operation of ~

the department’s special machinery, keep Credit
Check procedures flowing smoothly at all times. The
increased efficiency assures prompt customer billing
and sexvice, better credit control.

Ib://fraser.stlouisfed.org/

Last April, The Pure Oil Com-
pany streamlined its credit
system by replacing the old-
fashioned credit card with con-
venient booklets of 1.B.M. cards
called Credit Checks. The many
advantages of Credit Checks

‘have made them exceptionally

popular with both customers

"and dealelfs.

This simplified, more efficient
system means increased sales,
greater accuracy, lower costs.

There’s good reason for the
proved popularity of this new
program.

FOR THE COMPANY —The Credit

Check I.B.M. system expedites
handling. of volume credit busi-

ness. Its greater accuracy mini-
mizes errors. And it means in-
creased business . . . more steady
customers . . . greater economy.

FOR-THE CUSTOMER—PURE
Glove Compartment Credit
Checks speed up customer. pur-
chases, are safe, convenient, and
easy to use, and provide a per-
manent record of car expenses.

FOR THE DEALER —Credit Checks
save time in writing -up oredit
business, giving dealer more time
for selling and offering improved
service. His entire sales opera-
tion is simplified. :

This forward step in credit
handling is another example of
Pure Oil’s growth.

The Pure Oil Company, 35 East Wacker Drive, Chicago 1, lllinois

Be sure
with Pure

(207) 41
~
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¢lse that cannot now be foreseen, the outlook is excel-
lent that the present upward trend will continue
throughout 1955.

JAMES G BLAINE
President, The Marine Midland Trust Co. of New York

Indications point to a good busi-
ness year in 1955 and there are signs
that 1956 holds similar promise.
Any such forecasts are predicated
upon the continuance of the uneasy
peace that exists in the world.

James G. Blaine

EDWARD O. BOSHELL

Chairman & President. Westinghouse Air Brake Co.

Westmghouse Air Brake Company, since its founding
in 1869, a major supplier of railroad equipment, has
dwersxfled in the last three years by acquisition of
cstabllshed companies. Today, its customers include
such basic industries as construction
and road building, petroleum, mining
and irrigation, to name only a few.

Railroad equipment remains an
important part of the company’s
business, and, along with other sup-
pliers of such equipment, 1954 sales
and earnings were adversely affected
by the slump in railroad revenues.
However, we agree with those who
believe that 1955 will see improve-
ment. In the last two months of
1954, orders received by our Air
Brake Division increased, and that
Division’s backlog, while still low
historically,- is well above the low
point reached in the summer.

We .believe that most of the drop
fn sales represents a deferment of business. Freight cars
tre being retired at a rate well in excess of new car
building, a condition which would change rapidly with
any significant lmprovement in traffic. With higher
operating revenues, the increasing interest in moderniza-

E. O, Boshell
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tion of facilities and in reducing operating cost should
stimulate sales of the automatic traffic control systems,
the freight classification yards and other devices manu-
factured by the Union Switch & Signal Divi§ion.

We have supported our belief in the future of the rail-
roads with extensive research and development pro-
grams in both the Air Brake and Union Switch & Sigral
Divisions, aimed at developing improved products for
our customers. An interesting result of research carried
on since 1948 in cooperation with Johns-Manville Cor-
poration is the jointly-owned company, Railroad Fric-
tion Products Corporation, formed in December 1954 to
promote the use by the railroads of a new composition
brake shoe. In extensive operating tests, this. brake

shoe has given. evidence that it wiil provide for pas-

senger car service, smoother braking, lighter weight and °

require less frequent replacement than the conventional
cast iron shoe.
The vast road building program -presently ‘contem-

plated for this country, together with road- programs, -

air bases dams and other public works. in. forelgn coun=
tnes, assures a strong market for construction and earth-
moving equipment for the next several years. - However,
it is probable that the time required to initiate the road

building program in this country will defer much of’

the effect upon equipment manufacturers until 1956 and
1957. The company’s subsidiary LeTourneau-Westing-
house Company and its Le Roi Division will both bene-
fit from these expanded programs.

On Jan. 1, 1955, LeTourneau-Westinghouse Company
acquired ‘the business and assets of .J. D. Adams Manu-
facturing Company. a long established manufacturer: of
motor graders with an outstanding reputation for the
quality of its products and its service to customers. We
believe that this line of products, which are used both
in the construction of new roads and in road main-
tenance, fits naturally into the business of LeTourneau-
Westinghouse Company and will permit it to offer a
broader line to its customers in this country and abroad.

The volume of business of Melpar, Inc., which has im-
portant research and development contracts for the
Armed Services, increased again in 1954 and we expect
the trend to continue.

While it is impossible to predict the timing or extent
of the expected upturn in railroad equipment sales, we
are confident that operating results for 1955 will show
improvement, and that the long-range future is even
brighter.

. Thursday, January 20, 1955

EMERSON S. BOWERS
Secretary & Treasurer, Atlantic, Gulf & Pacific Co.

The Korean situation, the expensive defense build-up
and the effort for Federal economy at Washington has

all but halted harbor and channel development during - ‘

the past several years. Maintenance also has fallen far
behind. Neither development nor
maintenance is keeping pace with
other national growth. We believe
that this is harmful to the nation.
What is Federal economy or other
economy? It is efficient manage-
ment, waste avoidance, spending that
adds to assets and productiveness; it
is spending today to meet the inevi-
table demands of tomorrow. No
sound -American industry -defers
- plant expansion to meet a growing
demand ' for its. product and - then
calls 'such deferment economy. -Does
any . transport organization: defer .
buying -equipment needed for ‘in-
creasing business? ‘Does any public
utility, with constant growth assured,
delay, adding capacity to meet that growth? Does‘a well-
managed busmess of any kind defer maintenance essen-
tial for efficiency and uninterrupted operation and call
it economy?
Misplaced economy- is almost always extravagance
leading to ultimate loss.

Owing to what we believe is mlsplaced economy, our
industry, whose principal activity is constructing and
maintaining the nation’s harbors and channels, has been
to a considerable extent idle since 1951, It appears now
that the Administration realizes that curtailing :certain
expenses is harmful to the national welfare and not
economy after all. A multibillion dollar hlghway pro-
gram is in the making. Its primary purpose is, of course,
to expard the nation’s highway system to meet the tre-
dendous’y growing needs for it. Other public works pro-
grams are under consideration. In addition to their pri-

Emerson S. Bowers

_ mary function, another and most important purpose. is

to create employment and stimulate business which, in
turn, will safeguard the general welfare and strengthen
the national economy,

We repeat, harbor and channel development has not
kept pace with other national growth: maintenance has
fallen far behind. These facts are now recognized and
it appears that something will be done about it begin-
ning with the coming fiscal year. Consequently, our
outlook seems better than for the past several years;

Continued on page 44

PUERTO RICO BONDS

as an investment

T 4

We recommend obligations of the Commonwealth of Puerto Rico and its agencies
from the standpoint of quality and yield. Not only do-these securities afford

an attractive return, but their safety, in our opinion, is equal or supenor to similarly.
rated United States municipal and revenue obligations.

The Commonwealth of Puerto Rico, its municipalities, authontxes, agencies and
other political sub-divisions have never defaulted or been delmquent in the payment
of principal of or interest on any obligations. Debt is low in relation to assessed
values and .coverage of revenue bond requirements has been consistently maintained
at ahigh level. The interest on these bonds, moreover, is exempt from both

Federal and State income taxes.

Xra Haupt & Co. is proud to have managed and participated in' the ﬁnancmg
of various public facilities of Puerto Rico. We maintain a continuing high interest
an its securities, and faith in the growing fortunes of this great Commonwealth

Ira Haupt & Co. is currently offering

$4,727,000

Puerio Rico Water Resources Authority

Electric Revenue Bonds
maturing 1965 to 1990

IRA HAUPT & CO.

at prices to yield from 2.70% to 3.375%

A descriptive circulary is available on request

Members New York Stock Exchange, American Stock Exchange,
and other principal exchanges

111 Broadway; New York 6, N. Y.
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'progress wears.seven-league fboots

Growth in Puerto Rico’s living standards, according
to the Chase National Bank of New York; “tops that’
-recorded anywhere in the world—a 709 rise:in the
past. decade.” '

The great recent advances made by Puerto Rico in
the health and wealth of .its population,.and.in the /
 diversification of its economic life are disclosed by:the .

tables below. ' - 5

Puerto Rico’s progress is largély the result of coordi- -

nated effort between the ‘economic “and. industrial "

© . -agencies of the Commonwealth, the‘c“ommf‘:rcial banks
- of  Puerto Rico and the mainland, and individual
and. institutional investors. In’ this effort; the Govern-
ment Development Bank performs many tasks. Thus,
it may make a loan for the initial construction costs of
a new oil refinery, or for machinery for a new precision-
equipment plant. It may arrange for the public sale of
bonds to provide funds for expansion of a power plant
or extension of a sewer system. Or it may undertake to
interest investors in the United States in the sound hous-
ing loan opportunities available in the Commonwealth.

‘

* The Government Development Bank for : 2 ; A il ol SIGNIFICANT FACTS ON THE ECONOMY OF
e ; ; i § THE COMMONWEALTH OF PUERTO RICO

Puerto Rico is pledged to continue its vig-

orouseffortsin these directions. The notable ‘ ; ; ; o Fiscal Year Ended June 30 % Increase During
. e w s

Gross Product—millions of dollars,,. = 277 750 1,186.0 3281
i ) . R Net Income—millions of dollars 228 612 970.7 325.7
provide a stable foundation for the profit-- ", ©." ) % etk : Net Income per capita—dollars 289 435 256.5
3 . e Aa Tt 4 L% / i Bank Assets—millions of dollars i 362.0 391.1 3187
able employment of private capital and ‘ : ©* Value .of Shipments- to and from the §
% : Mainland U. S, — millions of dollars ~ 191.4 523.0 801.0 3185
; External Passenger Traffic 51,755 253,728 561,805 985.5
. States. : # Electricity -Generated (millions of kilo-

% A i watt hours) 161.2 451.2 853.2 429.3
Revenues and Receipts of the Common-

wealth Government (excluding grants)
—millions of dollars 25952 89,171 139,470 4374

improvements already made in the well-

being of the Commonwealth and its people

credit from the mainland of the United

COMMONWEALTH OF PUERTO RICO
Not measurable in dollars but closely related to this improvement

| G 0 v E R N M E N T D E VE l 0 P M E N 'I' B A N K v . are the gains made in health and gducution, as i':c:;cated :'_9_51

Death Rate per 1,000 population 18 76

F 0 R P U E R T 0 R I c 0 g | Life Expectancy .e..  Abyears . 61years

Public School Enroliment 286,113 505,151
SAN JUUAN, PUERTO RICO
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glso better for those industries which. supply us with
the various commodities and materials-which we use,

1t is the hope of us all, I am certain, that we can re-
employ those who have been made idle owing to cqrtall-
ment of funds for the work that we do. Then, as in the
past, we can make a material contribution toward
national improvements which will mean so much to
national interests. "

MARK A. BROWN
President, Harris Trust & Savings Bank, Chicago, IIL

The most important economic factor determining the
prospects for banking in 1955, as well as in other years,
is the outlook for interest rates and the demand for
loans. These in turn depend on the prospects for overall

business activity. Admittedly, we can
see the future in only very dim out-
line, but a brief review of the recent
_past and the present provides some
“basis for estimating the future. .

‘Although 1954 was a good year for
business in the aggregate, it was
down moderately from the 1953
peaks. Total spending on current
production of good and services was
off about 2% and industrial produc-
tion was down 7%. Unemployment
rose from 1953 average of 2.4 million
persons to about 3.2 million in 1954.
The prime factors accounting for the
"decline in total spending from the
peak in mid-1953 were: (1) reduced
) Federal spending of $14 billion, and
(2) a $10 billion decline in the rate of inventory change.
These depressing factors were partially offset by mod-
erate increases in spending by consumers and state and
local governments, spending on construction and on for-
eign account. .

Due largely to the decline in inventories in 1954, the
demand for bank loans was reduced below 1953 levels.
It was not until the final quarter of last year that a sub-
.stantial increase in the demand for loans occurred as the
usual seasonal borrowers increased their bank indebted-
ness and the inventory liquidation subsided.

Several factors accounted for the reduction in yields
on securities purchased by banks in 1954 as well as the
moderate reduction in bank loan rates. They were:
(1) a continued high level of savings; (2) moderate re-
ductions in corporate demand for both long and short-
term funds; (3) a reduction in demand for funds by the
Federal Government; (4) lower consumer credit demand;

(5) a Federal Reserve monetary policy of “active ease”
designed primarily to buttress the decline in business
activity and to promote an early recovery, Credit fac-
tors which operated counter to the interest rate trend
included: (1) a substantial increase in State and local
borrowing, and (2) an exceptionally strong demand for
mortgage funds.

Bank earnings were good last year despite the decline
in interest rates and loan volume. Factors accounting
for this favorable showing include: (1) Some benefit to
1954 loan income from the higher interest rates on loans
made in 1953. Declining interest rates contribute to de-
pressed loan income but with some lag. (2) Higher bond
prices resulted in capital gains from bond sales instead
of losses as in 1953. (3) The active easy monetary policy
plus reduced loan ‘demand made possible a considerable
increase in earning assets of banks in the form of invest-
ments. (4) The elimination of the Excess Profits Tax
reduced the liability of some banks. (5) Bank manage-
ment was exceptionally alert to changing business con-
ditions and successfully adjusted policies to cope with
the more competitive business environment.

Most observers expect 1955 to be a banner year for
business. Total spending may be up by 3% to 4% and
production should be back to about 1953 levels. Inven-
tory liquidation and reduced Federal spending relative
to taxes are not likely to depress economic activity as
in 1954. Recent stabilization of producers’ durable inven-
tories plus increased sales and orders suggest moderate
inventory accumulation in 1955. Construction spend-
ing is likely to be up this year, but the moderate down-
trend in spending on plant and equipment may persist.
Higher spending by state and local governments in 1955
should about offset the moderately reduced level of
Federal spending. Higher consumer incomes and an
improved job outlook should induce higher consumer
spending with a somewhat lower rate of saving.

A better business level with moderate inventory build-
up is expected to increase the demand for business loans.
Although seasonal factors reduce business loans in the
first half of the year, a rising business trend should keep
the reductions to moderate proportions. -If favorable
business factors persist, a considerable expansion in bus-
iness loans should occur before year-end. Interest rates
are likely to be moderately higher this year. Factors
pointing toward this conclusion are: (1) Despite the
prospects for a further moderate decline in long-term
corporate borrowing, total credit demand is likely to
rise dpe to increased demand for funds for inventory
financing, higher state, local and Federal Government
borrow;ng, more real estate mortgage financing, and an
expansion in consumer credit. (2) A near stable level of
savings combined with:a ‘more neutral Federal Reserve
policy due to improved business conditions. Recent de-
velopments indicate that current policy is less easy than
was true throughout most of 1954.

Moderately higher interest rates and a larger volume
of bank loans should react favorably on bank earnings
this year. However, profits from security sales may be

Mark A. Brown
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lower due to higher interest rates and reduced interest
rates on loans made in 1954 will serve to restrain loan
income in 1955. Earning assets in the form of invest-
ments may decline moderately because of the expected
Jess expansive monetary policy plus the projected loan
increase. On the whole, 1955 promises to be another
year of great challenge and opportunity for those in the
banking industry. As in all competitive industries which
function in our system of free enterprise, those that are
alert and adjust to changing customer demanfls will
make the greatest contribution to our pyospenty and
thereby benefit from the opportunities available.

CURTIS F. BRYAN
President, Toklan Royalty Corporation

The oil industry can look forward to its year of great-
est domestic demand in 1955. For what segments of the
industry and to what extent this demand will be trans-
lated into increased earnings will depend upon consid-

erations of national policy, domestic

and foreign. )

§ The production’ of oil ‘and gas is
one of the several components which,
with refining, marketing and trans-
portation, comprise the highly in-
tegrated and competitive petroleum
industry. Although there is a basic
community of interest between
them, it is quite possible and not
uncommon for one or more of these
segments to produce substantial
earnings during a period when the
earnings of others are below normal
or nonexistent. ;

The extent to which the producer
will benefit by 1955 increased do-
mestic demand will be principally

determined by the amount of foreign oil imported for

domestic consumption. The rapid increase in these im-

portations, comprising 13.5% of domestic consumption

as this is written, has forced progressive reductions in
the legally allowable rate of domestic production dur-
ing the past year. In some instances these rates -have

Curtis F. Bryan

been reduced to points which seriously affect revenues

and which, there is reason to-believe, it will not be pos-
sible to hold. However, any material excess of supply
through increased productive rates can be -expected to
reflect itgﬁ!lf in weaker markets.

The obvious remedy for the ‘situation, limitation of
imports, must needs be patterned to meet the Adminis-

tration policy of sponsoring increased trade.within the. .

free world. However, unless industry statesmanship,

which has thus far failed:to manifest itself in voluntary -
limitation of :imports, is asserted in the weeks ahead it

seems probable that the President’s cabinet-level- fuel
policy committee will be forced to recommend action to
enforce that limitation and restore a measure of balance
between supply ‘and demand. :

In the field of domestic policy, it is dquite evident that
1955 will witness a renewed and more vigorous attempt
by the Treasury Department to eliminate or reduce his-
toric statutory allowances for the depletion of produc-
ing oil and gas properties. If either were done, net earn-
ings would be quickly and substantially reduced by in-
creased tax costs. ,

A third problem with which domestic producers are
confronted lies in the approval given by the Supreme
Court for assumption of contro] over the sale of gas by
the Federal Power Commission, under the ruling laid
down in the Phillips case. While the ruling affects
the long-range value of gas revenues rather than earn-
ings of the immediate future, it will prove a very sub-
stantial deterrent to development and poses the threat
that, unless circumscribed by legislation, governmental
control can and may logically extend to apply to oil as
well as gas. It is to be hoped that our Congress will
give serious consideration to the need for legislation
which will afford assurance that the principle of free
enterprise will continue to function.

Qualified by these considerations, 1955 may be ex-
pected to be a year of active development work with
earnings comparable to or in excess of those of 1954.
Capital expenditures will continue at a high level. The
industry is a basic and essential part of the nation’s
economy and may be expected to share in the increased
earnings which appear to be in prospect.

HARRY A. BULLIS
Chairman of the Board, General Mills, Inc.

A year ago our economic weather prophets were fore-
casting a mild recession for 1954. They were right. The
recession came and it was mild. In terms of national
product the decline was about $14
billion—Iless than 4% from the peak
second quarter of 1953.

Undoubtedly the principal factor
in the recession was the reduction
of $12 billion in the annual rate of
expenditures for national. security
which has taken place since the sec-
ond quarter of 1953. As this reduc-
tion got under way, inventory build- -
up ceased and soon changed to
liquidation. This inventory swing
accounted for nearly $10 billion
lower production. While these two
downward movements amount to
something like $22 billion, there
were offsets in the form™ of higher A. Bulli
consumer expenditures, new con- Harcy A.Bullis
struction and larger expenditures by state and local
governments.

The most serious aspect of the recession was that un-

employment increased by about {wo.and one-half mil-
lion - between: October, 1953, and ‘March, 1954. Since
March, unemployment. has been reduced by about one

. million. - Although -much, political capital was made of

the increased unemployment, it is difficult to -see how
the large drop in production for government could be
compensated by increases in production for civilian
usage without a dislocation of laber.:

It is to the great credit of the Ameriean people that
they took the adjustments in stride and refused to lose
their confidence. Needless to say, the reduction in taxes
helped greatly to bolster up purchasing power which
was reduced by unemployment and by a shorter work
week in many cases. The high rate of new construction
is further evidence that both consumers and business-
men retained a high degree of faith in the future.

We are now in a new year and we have every reason
to be optimistic. While Federal expenditures will prob-
ably decline a little more, it seems logical to believe that
state and local governments will increase their spending
for schools and highways. It is also reasonable to assume
that consurners will- continue to spend ‘as freely as the
have in the past and.that such spending will increase a
more people find employment. Employment will rise as
inventory reduction comes to an end. Just to maintain
inventories at present levels will require increased pro-
duction at the rate of nearly $5 billion annually, because
product has been coming out of stocks at about that rate.

Apparently new construction will continue at an ex-
ceedingly high level during. the next few months and
automobile production will be at a very high rate. There
is some danger that the public may not be able to absorb
new houses and new cars as fast as they are finished,
and there may be.a sag in those industries later in the
year. There is also the danger that a break in the stock
market might occur and cause uncertainty. The authori-
ties have a weather-eye open for any excess speculation -
and they have raised margins; thus there has already
been a selective change in the credit situation without
actually firming interest rates. - .

The general pattern of consumer spending reflects the
sensible way in which people reacted to the recession.
They refused to go farther into debt.- Total consumer
credit, which increased over $7 billion between 1951 and
1953, went down one and:three-quarter billion dollars
during the first three. months of 1954.."Since then it has

- been rising slowly' to about the level of last year. It is

evident that many people postponed the purchase of
durable - goods, including automobiles, ‘until they could
obtain better prices or had the money in hand. But they

“did not reduce their standards of living. - Their eéxpendi-

tures for non-durable goods ‘and services increased
steadily during the past year even at the expense of a
reduction in the rate of saving. .However, people are
still saving at the rate of $18 billion per year, which of

“course includes repayment of debt, payments on mort-

gages, etc. *

The fact that people tend to maintain their living
standards in a mild recession is especially significant to
food manufacturers. Before the war, about 23% of total
disposable personal income was spent for food. Now
25% of greatly increased incomes goes to supply the
table.. This does not mean that more food per person is
being consumed, but it does mean that people are eating
better.  In fact they are eating so well that it would-be
possible to turn to less expensive foods:in many in-
stances without endangering nufritive values. It is ap-
parent, however, that it will take more than a mild re-
;:_esgxon to reverse the trend of better eating and better
iving. §

The diet of the American people has undergone great

.changes during the past 50 years. At the turn of the

century, we were consuming wheat flour at the rate of
about 200 pounds per. capita and most of our bread,
cakes.and pastries were baked in the home. Today we
consume wheat flour at the rate of only 128 pounds per
capita, and only one-quaurter of our baked goods are
made at home. Here we have an illustration of the sig-
nificant trends which are still going on.

The downward trend in the consumption of wheat
flpur is the result of a desire for greater variety in the
diet, toge}her_with the. increasing level of personal in-
come which has made it possible for people to satisfy
that desire. The downward trend in home baking has
come about because the American housewife wants more
lelsure'and more time to spend in a widening horizon
of outside interests, including gainful employment. This
trend, too, has been made possible because of enlarged
far’F}llly mcgmes. :

. these changes were interrupted by the great de -
sion of the ‘thirties, but they were ngt stopiedv. Thgr::_
cent mild recession apparently did not slow them a alL
As long as people desire hese things which increase their
standard of living and are willing to work hard enough
to get them, the trends will continue.

Great changes have also come about in the food in-
dustry. Perhaps the greatest of these is the promotion
and growth of national brands. Such brands -must have
high standards of quality which are jealously guarded
by the manufacturers and processors in order to gain
and merit the continued confidence of the housewife,

Along with the growth of national brands has come
the development of the supermarket, where brands can
compete with each other and with other foods on equal
terms. The self-service market lends itself admirably

-to pre-packaged foods and to competition with other

foods through educating the housewife to quality, con-

" venience and ease of preparation.

Another factor which is favorable to the food industry .

" is'the rapid growth of population in recent years. The

children born during the past decade are eating more
every year. At present there are about 40 million per-
sons between the ages of 5 and 19. This is.an increase
of about 15% since 1950. By 1960, there will be about
46 million in those age brackets. As a result we see a
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continued increase in the consumption of ready-to-eat
cereals, where per capita consumption also suows an
upward trend.

In my opinion, the outlook for industry in general is
good for the coming year and the prospects for the food
business look very good. Competition will undoubtedly
be even more keen than during 1954, but that is a part
of our American system and is an element_of basic
strength. Competition is the stimulant which siirs our
creative powers in the use of our resources. Scientific
research is constantly bringing forth new discoveries,
new products, new processes and new methods, but the
test is in the market place.

I believe that both consumers and businessmen will
continue to proceed intelligently and courageously dur-
ing this period when the economy will slowly gain in
civilian use what it lost through the curtailment of
spending for national defense. I am optimistic for 1555.

HOWARD BUTCRER, III #

President, International Utilities Corp.
Partner, Butcher & Sherrerd, Philadelphia, Pa.

Our company, International Utilities Corporation, con-
‘trols natural gas; electric and propane companies mostly
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Thomas D.

THOMAS. D. CABOT
President, Godfrey L. Cabot, Inc.

In my opinion, 1955 will not be an easy year in our
field for there is substantial excess carbon black pro-
ducing capacity in the world and several new plants

are being completed. The trend
toward higher quality carbon blacks
in the tire industry will increase
dollar sales even with equal ton-
nage, and modern plants designed
for these qualities should have sat-
isfactory earnings. We start this
year with lower inventories than
last and with current sales run-
ning about 10% ahead.

We expect sales abroad to ex-
pand somewhat more than in the
United States which will be of a
special benefit to our foreign plants.
In this country older plants using
gas as a raw material have contin-
ued. to operate beyond expectations
because . gas. suppliers have  been

‘in Alberta but-also Saskatchewan and Western British reluctant to subject themselves to ‘the regulation: re-

Columbia. ' In those prairie. provinces growth of popu-
; lation, stimulated particularly by oil
.discoveries, .has ‘of -1ate -been rapid
and promises to continue,
=Just as the utilities this side of the
border have experiencéd not only an
' increase in the number of customers
“but -also: in the -quantity ‘of service

quired by a recent Supreme Court decision’ should the
gas go into interstate commerce,

HOMER E..CAPEHART
U. S. Senator from Indiana

I there is: one: philesophy encompassing the-solemn
“duty of a-member of the Congress. of the United States,

_'per.customer, so will, Alberta’s de-...poyticularly in-these times, it'is a genuine recognition

.. mands for 'service inerease numerl-
: calty,.and’ quantrtatrvely
- .Alberta is'almost as. large as Ty:xas. ;
nd ay; well be! following in Texas’,
ootstepa by supenmposing imining,
as: ‘and -oil: productron on:a.well. cs—
tgbhshcd cattle ~and - wheat growing
=écongmy:. :Varied ‘industry. followed
eil and. gas-in Texas:: The. same ‘is.
“happening *in-thé prairie provinces.
Alberta is proud of .its . tremendous ' opportunities;- of -
-its .fast growing: population. whrch is ‘so.aware ‘of “its.
prospérous-future; of its const_ructrve government .which
fosters progress éverywhere on a‘pay:as you go. basis;
and- of its'infinitely wvaried- resources throughout 255, 000 -
‘square miles. .. . &y
This” is’ the land of opportumty, and Internatlonal
‘Utilities’ .subsidiaries are: proud to be of service. to such
fine people and logk forward to growing w1th them in
1955 as'they have'these many years. -

:Howard Butchcr, l"

.of-the truth of the statement that.*“Trade Makes Jobs
~-and Jobs Make Trade-and-thé Com- -
:bination of the Two Creates Uribeat=: =
*_ahle ., Domestie. .and: hltm-natronal i
Strength and ‘Security. B
- Examine. that - statement carcfully
It is “as “true in sour-international :
- relations . as. it “is in .the" conduct of %
:our -domestic affairs.. - "~
" =Without jobs, our:people at home
" can’t find work. When that -happens,
“.whatever "trade may . exist .at .the
. time: ¢annot last long hécause trade
_cannot. exist without the purchasing :
- power :produced- ‘by;.jobs: ~Hamper
trade and jobs disappear;. ‘... ,
"This theory is just:as: true.in: m-
“ternational trade. If the people who'
live .in:our friendly - allied .nations .
" are-without -jobs, they cannot buy the goods we should

\

Homer E. Capehart
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be selling them to bolster our own economy. If; 6n the
other hand, we make it difficult for foreign business to
purchase and sell the goods we produce, or proauce
goods for sale with American credit capital, these people
can’t have jobs either.

So, it seems to me that the primary objective of this
and every Congress should be to do those things which
will produce, in its proper sphere, government encour-
agement for an ever more stable domestic and inter-
national economy that will assure continuing jobs and
trade and trade and jobs.

If you tax individuals or business unnecessarily, you
kill the incentive which produces both jobs and trade.
If you impose restrictive regulations, you do the same
thing. If you beat the brains out of either management
or labor, you do the same thing. Neither can assume its
proper place in a sound economy without the other and
neither can do its best job without a government which
recognizes its responsibilities to each.

In the international field, aside from its tangible
effects upon our own economy, trade is without a doubt
the most effective antidote for war. If we lose the cold
war, it will be because we lost out on internaitonal tr ade
. If we do lose it, it will be because we failed to recog-

. nize the absolute necessity for applying to our foreign
trade the same principle of long term credit which has
been the basis of our own domestic economy. Without

_it, for example, we couldn’t have sold many automobiles,
refngerators washing machines, - and the hundreds pt

* other items which:have produced trade and jobs and

jobs and trade.

~ We must do, the same thing mternatronally——gwe our :

foreign ' nations ‘long ' term ‘credits .on - which they - can'

produce: and create:jobs and trade and trade and jobs.:
If . we fail .to do” that—if we insist:on a’ stnctly cash

basrs international: trade-~we’re- going ‘to.lose:thé trade

- : aspeet, of the cold; war :and: we cannot afford - o : lose i

*

N

%" ‘When'we do these thmgs at home and ahroad we; make

At possible  for ‘every man ‘and - every woman toefulfill ©
" the.'natural desire "to" accumulate somcthmg‘—-th own‘ [

‘private property.~- K
*'When you: have made it possible: for'every :person to

: “own something,- you: have defeated :Communism" because, ' -
’Commumsm, simply:stated, is just an’ attack upon’ the y
i ownershlp of private property;

. "'To.work for the attainment of this goal—-—“Tradc Makes
¢ Jobs and Jobs Make.Trade-and :the Combination.-of the
‘Two Creates Uhbeatable' Domestic: and . Intérnational -

‘= Strength and Security”-—should then, be the primary aim
-+every member-of the Congress of the Uhnited. States.

Continued on page 45

more power
at the "Top of the South”

Another 100,000 kilowatts of electric power were added
to the Vepco power system with the recent completion
of the new addition to the PORTSMOUTH STATION at
Portsmouth, Va.

Another 100,000 Kw. unit will be added next Spring
with the completion of the new addition to the Possum
PoINT STATION near Quantico, Va.

A third project—the ROANOKE R1VER HYDRO DEVEL-
OPMENT, near Roanoke Rapids, N. C., now under
construction—is expected to add still another 100,000
Kw. to the system before the end of 1955.

POWERED FOR THE FUTURE, TOO! All this
adds up to a plentiful supply of economical and depend-

able power for present and new industries in the Vepco

service area at “THE TOP OF THE SOUTH” where

the present-day capacity already is two and one-half

times what it was only a few years ago.

Inquiries addressed to our Area Development De-
partment for plant site and other information will have
prompt attention and, of course, will be held in strictest
confidence.

VIRGINIA ELECTRIC AND POWER COMPANY
Ruchmond 9 Vlrguma

cr

PORTSMOUTH' STATION at Portsmouth; vargw'e M
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‘ J. H. CARMICHAEL

President, Capital Airlines

. The year of 1955, for the air transportation industry,
will mark the beginning of a new age of flight. In the
spring, Capital Airlines will introduce to the American
traveling public the Vickers Viscount, the first turbo-
prop airplane to be flown in domes-
tic transportation. Every indication
points to the conclusion that Cap-
ital’s’ turbo-prop Viscount airplane
will have a most significant effect
on the air transportation industry.

For several years it has been rec-
ognized that the conveptional piston
engine was reaching its maximum
stage of development. Leaders of
the industry have viewed the ap-
proaching jet age as the next phase
of air transport development, with
general agreement that the turbo-
prop powered airplane would repre-
sent the means through which air
transportation would enter into the
jet age of flight. )

Capital’s purchase of 60 four-engine Viscounts, pow-
ered by Rolls Royce turbo-prop, engines, makes this
prediction a reality. In introducing the speed and com-
fort of vibrationless flight to the American public, a new

* standard of air travel will be established. Other carriers
have already announced their interest in the turbo-prop,
so that in 1955 the first step into the jet age of air trans-
portation will have been made, and a new era of vibra-
tionless flight at greater speed will be opened.

The outlook for the coming year by Capital is so com-
pletely dominated by this new development that it is
impossible to view the future except in relation to it.

““The concensus of opinion of all experts is:one of a.sound
and flourishing national economy in 1955 — it should
follow that with business generally at a high level, air
‘transportation as an industry will enjoy its share of that

" activity. This factor, coupled with the continuing growth

- of our expanding industry, should point to further gains
in gross reverues. However, as in any regulated indus-
try with a fixed price for its product, consideration must
be given to the escalating cost level, as it continues to
reflect ever higher wages.

The economic atmosphere indicated for 1955 appears
well suiled for the introduction of the new age of air
transportation. A healthy, highly competitive transport
industry provides a good backdrop for Capital presen-
tation to the American traveling public of a new stand-

ard of speed, safety and comfort with its Viscount air-
planes.

James H. Carmichacl

JAMES H. CARMINE
President, Philco Corporation

Wit{x proper emphasis on creative selling and mer-
chandising, business promises to be good all during 1955.
American industry expects to turn out more new prod-
ucts than ever before in a race to capture the consumer’s
dollar. Special attention will be i
Pplaced on new designs and styling- to;~
create_ demand. This trend will ibe’
evident in the field of consumer du-
rables including automobiles and ap-
pliances. s L

Conservative observers estimate -
that consumer expenditures for goods
and services in 1955 will reach a
new peak and exceed 1954 by $9,000,-
000,000. The biggest increase, they
estimate, will be for durable goods.

While there may be divided views
as to whether the buying public will
want this or that product, there can
be no argument that they will have
the money to spend to satisfy their
desires if they can be persuaded to
do so. The American people have cash and other liquid
assets totaling $210 billion. That is why distribution,
including salesmanship and merchandising, are of such
great importance for the coming year.

James armine

Research Proceeding Apace

This country is spending $600,000,000 on guided mis-
siles in the current fiscal years, and the expenditures
may ‘exceed $1,000,000,000 next year. Our lives and the
very, sc'curity of the ntion may depend on having the
right kmd; of guided missiles available in quantity at
the right time and place. This critical need is the great-
est challenge our scientists have ever faced.

Much of what Philco is doing-in this field. must, of
course, remain undisclosed for the present—it is top
secret information.

_Only a few weeks ago we were allowed to say pub-
licly for the first time~that we have been awarded a
contract by the Navy covering the guided missile known
as the “Sidewinder”—one of the newest air-to-air mis-
siles. The Navy announced that Philco has been engaged
fqr several years in developing and prototyping various
kinds types of guided missiles. Our tremendous research
and engineering laboratories are among the few in the

- country that combine electronic and mechanical skills,
both of which are required in missile work.

In civilian fields. also; the electronic industry contin-
ues to be one of the fastest-growing in the world. In
spxtq of a slow start last year, production of television
receivers exceeded 7,000,000. The industry also manu-
fact_ured and §old more than 10,000,000 home and auto
radios,- The field of communications is being advanced

The Commercial and Financial Chronicle”. . ~Thursday, January.20,-1955

daily by new developments from our industrial research
laboratories. Such devices as new and better transistors
.are.now going into ‘quantity -production with the pros-

pect that they will revolutionize not only present meth- -

ods of manufacturing and communications, but also our
daily lives in numerous ways.

Outlook Good for Appliances '

The major appliance industry suffered to somre extent
during 1954 from over production. Nevertheless, it was
a good year and one which saw almost six out of every
ten families purchase either a major household appliance
or a television receiver., The air conditioning industry
experienced a substantial growth during the year al-
though the volume of sales was somewhat lower than
expected here in the East, because of unseasonably cool
weather. Sales of home freezers increased to a point
where freezers are becoming an accepted appliance in
most American homes. Sales of refrigerators and elec-
tric ranges were good for the year as a whole, due in
part, to a very high level of new home construction—a
trend that will continue in 1955.

0. W. CASPERSEN

President, Beneficial Loan Corporation

Nineteen fifty-four passed into economic history as the
second best year in the history of the United States.
More people were employed and: the Gross National
Product was higher than in any other year except 1953.

Prices were stable and personal taxes
were-‘cut, so real income went up.
Furthermore, consumers actually
spent more dollars in 1954 than in
1953, 'Yet for most of the year there
‘was both talk and feeling of some
readjustment or recession. This was
due to pockets of unemployment that
were concentrated in a few produe-
tion centers where fewer consumer
goods, such as automobil’es and elec-
trical appliances, were coming off
asserrbly lines. Consumers 'spent
freely but not in the customary way.

They spent more than usual on serv-: -

ices, recreation, vacations, housing,
and soft goods, and they-spent less
than usual on consumer durables. ’

0. W. Caspersen ;

Cash lenders,;like the 860 loan offices of Beneficial- * ',
Loan Corporation, finance emergencies and opportuni- -

ties in family 1ife that occur with some degree of actu-

arial regularity that is independent of the state of busi- -

ness. Experience last year confirms this well known fact.
Despite the fact that the year 1954, as a who'e, ended

up as a mild recession from the peak reached in the =~

middle of 1953 and despite the pockets of localized un-.
employment, small loan companies' followed their ‘cus-
torary pattern. Aside from a seasonal dip in ‘the first
quarter, outstanding receivables of personal instalment

loans increased. Particularly, there:was the usual sea-

sonal increase in the last quarter, and the final figures:
were several hundred million dollars:above the out-
standing small loan receivables at the end of 1953. Bene-
ficial cbtained its share of the increase.

1955 begins with every prospect-that consumers will
continue their dynamic reach for higher standards of
consumption through buying goods and services, many
of them on convenient time-payment plans.

Psychology of workers -and businessmen 'should  be
better because the direction of change of practically all
economic indicators will be up. :

In® 1955 consumer demand for durables will assert
itself more vigorously than in 1953 and will require more
use of credit.

Once again Beneficial will increase: the .number: of
subsidiary loan offices and the investment in-them.

HON. EMANUEL CELLER
U. S. Congressman from New York

While I make no claim to the possession of a crystal
ball, ‘I do believe I can make limited predictions on
legislative activity in the 84th Congress. At any rate,
I am willing to assume that risk.

The President” recommendation. for
a three-year extension of reciprocal
trade agreements will pass this time.
It will not be necessary for him, with
a Democratic Congress, to surrender.
as he did in the 83rd Congress with
his acceptance of a one-year ex-
tension.

It is a note of tremendous signific-
cance that the President, as seems to
be apparent now, placed his empha-
sis not upon a balance budget as he -
did previously, but upon a balanced:
economy. In learning to put the wel- ~
fare of the nation ahead of a bal-
anced budget, the President will face
less resistance from the majority in
Congress. The housing program, for
example, will be dealt with more realistically in keep-
ing with the needs of the country; the needs of education
wi_ll_not be summarily dismissed; and an increase in the
minimum wage will doubtless be part of the lebislative
agenda. While I foresee no further cut in corporate
taxes, I believe the issue will be joined on the matter

Emanuel Celler

of incomes received from dividends and also on the ques--

tion of increasing the amount of personal exemptions.

Much, of course, will depend upon.the state of health

of the economy. Should the pockets of unemployment

needs of the market.

now appearing as soft spots in various areas-of the coun=
try- persist, it will be necessary to increase the purchas-
ing power of the people through just such an increased
personal -exemption. The Census Bureau reports 62.1
million employed as of September 1954. That figure is
less than in the two preceding Septembers. This is an
‘indication that our economy is not expanding sufficiently
to make room for the many thousands who enter the
labor market each year at a much faster rate than those
leaving,

The health of our*economy cannot be judged by un-
employment figures by themselves.” We must take into
account not only how many are unemployed, but the
employment figure itself, to enable us to judge both
the growth and the elasticity of our economic sufficiency.

I am doubtful that this Congress will vote in favor
of admitting Hawaii to the Union without the same con-
sideration given to Alaska. The political fact of life is
that the admission of Hawaii will spell out, in all like-
lihood, the addition of two Republican Senators. This
is too obvious a maneuver for the Congress to accept.

Congress wil concern itself with the principles of
public vs. private power, the issue dramatized by the
Dixon-Yates contract, and the alarming increase in the
rate of business mergers. The Administrationh’s security
program will undoubtedly receive keenest scrutiny. -

It-is, of course, safest to say that the legislative activity
will be of especial interest in view of the fact that there
is a Democratic Congress and a Republican President.
It is admitted at this time that Mr. Eisenhower’s program
moves closer to the thinking of the Democratic party,
most particularly in the area of foreign affairs and trade,

PAUL F. CLARK
President, John Hancock Mutual Life Insurance Co.

Competition has always characterized the life insur-
ance business, just as it has always been present in

‘other industiies. In the past year, however, competition

has become more apparent to prospects and policyhold=
ers. The interest of the: average
buyer of life insurance is what. it
~can do for:him has expanded. This
has come about not only because
of competition, but also because of
. the concern of all responsible life
insurance officers to provide better
" service at lower cost. i
" This - 'stimulation of . interest has
resulted for 'the John Hancock, as for
“other companies, in increasing busi-
ness in 1954—and the upcurve, I
* confidently . believe, will continue
through 1955. L
With better knowledge of the
function: of life insurance through
-better education and through the
impact of advertising, the industry
cannot fail to extend its services to the American pub-
lic. Despite the competition of other goods and services
and of the many channels for the investment of dispos-

" . Paul F. Clark

. able income, I believe life insurance may well receive

a larger share of the consumer -dollar in 1955 than has
been the case in recent years. Life insurance purchases
can and will keep pace with the economy—and I see
nothing in the horizon to impede-this forward march. *

J. LUTHER CLEVELAND
Chairman of the Board, Guaranty Trust Co. of New York

The new year has opened with business activity again
on the uptrend after one of the mildest, though one of
the best-advertised, recessions on record. The construc-
tive manner in which government and business have met
the problems of readjustment carries
the most favorable impli¢ations with: *
respect to the outlook.

Government has wisely resisted
demands that it rush in with large-
scale deficit spending to fill the gap
created by declining defense ex-
penditures and inventory liquida-
tion. Instead, it has endeavored to
encourage private business to take
up the slack. Business has responded
by refusing to “panic,” by proceed-=
ing with orderly revision of its in-
ventory position, by continuing to
invest large sums in new and im-
proved productive facilities, and by
retailoring its output to the changing - j Luther Cleveland

The result is that a wholesome economic readjustment
has been accomplished with a minimum of difficulty,
and that business is less dependent upon political props
than it has been for many years. The transition from a
military eccnomy toward a normal peacetime economy
is beneficial from every point of view. It means that a
larger share of the national product is being devoted
to the people’s individual needs and desires, and less to
the uses of war. It means that the base of demand has
been broadened, diversified and stabilized. It means that
the inflationary threat which always accompanies heavy
governmental spending has been diminished. And it
means that the trend toward expanding bureaucratic
control over the lives of the people has been reversed.

The early prospects seem to point toward gradual and
solid recovery, rather than toward an immediate return
to boom conditions. Consumer demand ‘is well sustained,
although there is no longer a.large backlog of deferred *
buying. Construction seems likely to rise to new peaks,
but business investment in plant .and equipment con-

-tinues to decline gradually: Inventory liquidation -has

Continued on page 43
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Colleges,
Schools
And Taxes

By ROGER W. BABSON

Stating the college problem is
serious, Mr. Babson holds teach-
ers’ salaries and their efficiency,
both now comparatively low,
must be increased. Foresees con-
tinued large increases in college
enrollment, and forecasts our
democratic society, with full em-
ployment can progress only as

- we provide adequate schooling
for our youth, under moderate
’ tax rates.

Do you hope you will be able
to send your children to college
sometime between now'and 1961?
If you expect them to get a sound

education, and
you to get
your money’s
worth, much
"must be done.
Both teachers’
* salaries and
their effi-
ciency (which
is n 0w com-
‘paratively

._,-Iow) must. be...

- increased.
Fifty ~ years
ago, only
aboutd4% of
the youth of
college age
were able to go to college. Two
great events on our national scene
beosted ‘enrollments sharply—the
depression and the G.I. Bill. Pre-
war, about 15% of our youth of
college age attended such schools.
Between 1945-49 a)\ little better

Roger W. Babson

than 25% were enrolled. Then, the.

number shrank during 1950-52.
Chiefly responsible for this drop

was-the fewer number of births:

in the 1930-35 depression. s

. But, 1952 saw a 1.5% incréase

in college enrollments over 1951;
and 1953 rose 4.8% over 1952, so
that again about 25% of our youth
of eligible age were in. college.

1954 fall emollments probably

registered a 6%-8% increase.

¢ Can College Forecasts-Be.
; Trusted? )

. If.you project to 1970 the num-
ber of children already born, you
will have a 16% increase in the
youth of - college age by 1960, a
46%: increase by 1965, and a 70%
h ,,m.crease by 1970. And if an in-

.. creasing percentage of our youth

of college age go on to college,
enrollments could double by 1970.

- The above is based on the as-
sumption - that we shall ‘continue
‘to make more educational oppor-
tunities available for our youth,
as we always have. Educators
claim that by 1970 a good third
of our:young people of college age
may enroll. This would more than
double student'bodies, and per-
haps require double the number
of teachers and much more class-
room space.- Personally, I-believe

this is like forecasting 500 for:the.

Industrial-Stock Average. 1 ques-
tlon such figures.

The teacher shortage wxll not "

be limited to colleges Our ele-
mentary -and - secondary- schools
may need about 140,000 new
teachers each year for the fore-
seeable future. Yet, it is estimated
by the experts that only about
half . the .- number
needed . for -the . public schools

alone, will be graduated from

- college. i E
,But, someone wlll- have “ to

teach- your little.. Johnny . and .

of teachers-

Susie. If adequately trained
teachers are not available, per-
sons with substandard qualifica-
tions will have to.be pressed into
service. Now, why is there a
teacher shortage? The answer, in
part, is that teachers are under-
paid.
Salaries Compared

Public-school classroom
teachers’ salaries averaged about

$3,600 for 1953-54. This is less-

than many business and engineer-
ing college graduates got as a
starting salary-on their first jobs

a year or so ago. And 1953-54 was
a good year for the teachers too,
for it represented an average
salary rise-of 4.8% over the pre-
vious year.

. The Commercial and Financial Chronicle

Still, 14.1% of the 1,028,899
teachers received less than.$2,500,
and only 14% received $4,500 or
more. College teachers’ salaries go
very little higher. The median in-
come of physcians, on the other
hand was about $11,200; lawyers,
$17,750; dentists, $7,100; but with
much higher top figures attain-
able. How can we hope to hold
good men in top educational jobs
which pay $5,000-$8,500 when
their counterparts in industry of-
fer ceilings unlimited?

Taxes Should Not Be Raised

If we want capable teachers, we
shall have to pay wages competi-
tive enough to encourage them to
make the tremendous. outlay of

time and expense needed for their

education. To hold our able
teachers, we shall have to up
salaries. This means higher taxes.

I forecast that our democratic

society, with full gmployment, can
prosper only as we provide ade-
quate schooling for our youth,
with a moderate tax rate. This
means that our educational
leaders must provide far more
efficient methods of learning by
doubling the use of present facili-
ties. What industry could survive
in this competitive era with its
factories being used only six hours
per day?
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Continental Secs. Co.
ROANOKE, Va. — Continental
Securities Company is conducting
a securities business from offices

at 609 South Jefferson Street.
William P. Hilts is a principal of
the firm.

With Ungerleider Co.

Ungerleider & Co., 52 Broad-
way, New York City, members of
the New York Stock Exchahg‘e,
announce that Arthur Jerome
Schwartz, formerly associated
with Bache ‘& Co. is now associ-

ated with the firm.

ﬁb \\\,\'R Iy

OTHER ASSETS .

SURPLUS .-

DEMAND DEPOSITS :
INDIVIDUALS, CORPORATIONS AND OTHERS ",
U. S. GOVERNMENT ¢ &
OTHER PUuBLICFUNDS - . . . . . . . 2
SAVINGS DEPOSITS .
ToTAL DEPOSITS .
UNEARNED INTEREST
AcCRUED EXPENSES AND TAXES .
LIABILITY ON LETTERS OF CREDIT
CAPITAL STOCK (825,000 SHARES)

< -\'\'on\J‘\

THE DETBOIT BANK

Statement of Condition
December 31,.1954 -

*
RESOURCES

CASHAND DUEFROMBANKS . . . . . . .
UNITED STATES GOVERNMENT OBLIGATIONS
STATE -AND MUNICIPAL SECURITIES
CORPORATE AND OTHER SECURITIES .
LoANSs AND DISCOUNTS
ReaL EsTATE LOANS . .
FEDERAL RESERVE BANK STOCK .
BANK PROPERTIES AND EQUIPMENT .. .
ACCRUED INTEREST AND PREPAID EXPENSE . -
“ CUSTOMERS LIABILITY ON LETTERS OF CREDIT .

TOTAL .

*

LIABILITIES

UNDIVIDED PROFITS
GENERAL 'RESERVES

. $104,869,455

. $356,912,188
14,528,867
1,802,275

. $ 8,250,000
20,000,000

$143,683,408
338,741,884
72,662,133
6,085,197

209,731,023
847,500
4,701,071
3,189,444
17,032
118,472
$779,777,164

$393,243,330
. . 342,188,033
$735,431,363
1,741,669
4,928,299

: 17,032

7,497,279

1,911,522 §$ 37,658,801

TOTAL .

United States Government Securities in the foregoing statement with a par value
of $31.638,000 are,_piedged to séc;ure public and other deposits where required by
Jaw, including deposits of the State of Michigan amounting to $4,957,568.

$779,777,164
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if not entirely ceased, but no |
?1larguc’isévgloped. The agcline in Federal spending has been
partly offset by increasing pressure on State and local
governments to provide new roads, sghools and ott_ner
public services. In short, the recovery, like the pr'ecedmg
decline, seems to be proceeding with moderation and
balance.

The experience of the last two years encourages the
hope that both government and business have grasped
the importance of avoiding excesses, either on the up-
ward or downward side. If this vital lesson has been
thoroughly learned, there is good reason to view the
economic future with optimism.

HARRY COHN
 President, Columbia Pictures Corporation

Hollywood—and by Hollywood I, of course, use only
the identifying phrase for the motion picture 1‘ndustry—
is these days a place of excitement, enthusiasm, and
high promise.

rush to replenish

There is good reason for this. For
our industry has just completed one
of its most profitable years. Expec-
tations are great, not only for top-
flight entertainment calculated to
keep audiences more interested than
ever before, but also expectations of
growth, development and profi'gs for
those of us who make and distribute
movies. .

It has required a measure of imag-
ination, tenacity and determination
to. overcome the economic threats
which have disturbed our industry
in years past. Ours is a flexible in-
dustry. We do not hesitate to scrap
successful formulas of the past when
they no longer serve the needs and
demands of today. . . )

Today we are concentrating on quality pictures.
Columbia has produced, in the last two years, such suc-
cesses as “From Here to Eternity”; “The Caine Mutiny”;
“On the Waterfront”; and “The Long Gray Line.” The
other studios have been keeping pace, making pictures
with daring, courage and the very best talent available.
That this is the formula movie-goers the world over
want, is indicated in the healthy state of our company
and our industry today. We have found that there is no
ceiling for quality pictures, the kind of pictures the
cash customers have clearly indicated they will support.

With the application of this new thinking, with new
and popular technological advances, with talent and
administrative personnel working harmoniously, with
our nation’s economy and prosperity continually advanc-
ing, the motion picture industry can well look ahead
to a whole new era of progress and earning power.

L. L. COLBERT
President, Chrysler Corporation

In the closing months of 1954, the automobile indus-
try’s new model introductions created a surge of activity
and confidence throughout the American economy.

Public response to the new automotive products has
put many plants on an overtime ;
basis in an effort to supply the de-
mand. The effects of this increased
activity have been felt in the indus-
tries and businesses in- all parts of
the country' that supply automobile
manufacturers with materials, parts
and services. )

Industry-wide production of nas-
senger cars for 1954 is expected to
total at least 5.5 million, and pro-
duction of trucks and-buses over a
million. Present indications are that
passenger-car production in 1955
will be even higher than in 1954,
with production of trucks and buses
at least equal to the 1954 ouiput.
This would mean a 1955 production
exceeding the 6.5 million motor vehicles produced in
1954 and would make 1955 one of the industry’s big-
gest years. |

A main reason for expecting 1955 to be a bigger year
for the automobile industry than 1954 is the stimulus of
new models on the buying public. Following are a few

Harry Cohn

L. L. Colbert

more reasons for believing that 1955 will be an excep-.

tionally good year for the industry.

(1) Recent market surveys have shown that more
than 60% of those who buy new cars tend to replace
them every two, three or four years. In 1950, 1951, and
1952 over 13 million consumers bought new cars — and
in 1955 a large percentage of these people should be in
the market for new cars.

(2) Conditions are favorable for an active market
for good used cars— which in turn should lead to in-
creased new car sales. One indication of the great need
for used cars is the continued use today of between
8 and 9 million cars over 13 years old—cars which were
built before World War II. Most of these would have
beer} scrapped if a supply of good used cars had been
available, ';‘he older cars, early postwar as well as pre-
war are being scrapped in ever-increasing numbers, and
this will result in an increased demand for cars five
vears old or younger.

(3) Of every 100 families that own cars, 88 have
only one car. And 14 million American families — as
many f{amilies as this country had in 1895 — have_ no
car at all. Surprisingly enough, many of the families not
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owning cars are in above-average income brackets with
earnings over $5,000 a year.

(4) People are confident, and in the mood to buy.
The recent survey of consumer attitudes by the Univer-
sity of Michigan’s Survey Research Center showed a
definite increase in consumer optimism and confidence
and a greatly improved attitude toward spending for
consumer durables. The survey states that “The outlook
for sales of automobiles and large household goods for
the next six or nine months, dependent of course both
on consumer resources and consumer sentiment, is bet-
ter than at the end of 1953.”

(5) Nearly three-fourths of America’s families now
have liquid savings in the form of bank accounts and
government bonds. This is a higher proportion than in
1953, and very nearly as high as the highest proportion
on record — at the end of World War II. Moreover,
those families with savings have an even higher average
amount of savings than the amount held by families
with savings at the end of the war. The average now
is $770, or $20 higher than it was then.

Before Chrysler Corporation’s 1955 models . were in-
troduced to the public, I said that our immediate aim
was 1o sell 20% of the passenger car market, and that
when we hit that target we would raise our sights still
higher. On the basis of the initial response of the pub-

lic to our new models 1 now think we will raise our :

sights sooner than I anticipated. .

By Dec. 13, less than a month after public introduc-.
tion of our new models, we had received 448,000 dealer -

orders for the 1955 cars. Plymouth orders totaled 248,-

000; Dodge, 100,000; DeSoto, 40,000, and Chrysler and .

Imperial,; 60,000. During the second week in December
dealer orders for all our cars combined were averaging
over 9,500 a day. '

In an attempt to fill these orders, all of our divisions’

are working on an over-time basis. By mid-December,
total Chrysler Corporation employment had reached
160,000, nearly 45,000 higher than the average of the
first 11 months of the year. During the week ending
Dec. 11, 33,200 passenger cars were produced by all
Chrysler Corporation divisions. Plymouth Division alone
anticipated an output of 79,000 cars in the month of
December, and on the basis of current demand expects
to turn out 725,000 of the 1955 model.

In a model changeover period when the industry as a
whole made a greater number of changes than in any
previous year,. Chrysler Corporation led all other com-
panies in the number and diversity of its innovations.
Sweeping .¢hanges in all five of its passenger-car lines
were featured.by: (1) completely re-styled bodies with
a new type ‘“wrap-around” swept-back windshield;
(2) ‘three new V-8 engines; (3) new real springs and
new front-wheel suspension; (4) a.wider range of body
colors and interior fabrics; (5) a gear selector lever on
the instrument panel, and (6) a variety of new me-
chanical and structural features — including a suspended
and enlarged brake pedal, improvements in body brac-
ing and,6 welding, rear deck lids eounterbalanced. by
spring-tengion' torsion bars, and many others.

The new. “forward look” styling of Chrysler Corpo-
ration cars is the product of more than three years of
study and experimentation. "All of our 1955 models are
lower and. longer. They present the appearance of
road-hugging power and at the same time give the
effect of lightness and airiness in the upper portion.
Some of the cars have been lowered by as much as
2.6 inches; the sides have been sloped inward from the
belt line to the roof; and the glass area of the windshield
on all models has heen greatly increased.

We are very happy about the enthusiastic response
to our 1955 models in all parts of the country.  The con-
fidence we have had all along in our new cars is now
shown to have been completely justified, and ‘we are.
looking forward to an excellent. year. .

JOHN S. COLEMAN

President, Birmingham Trust. National Bank,
Birmingham, Ala.

Although 1954 was a year of continuing adjustment
from wartime‘ economy to one of peace, business in the
Birmingham district,, with some exceptions, was at rec-
ord levels on the year-end. Bank earnings and deposits
reached new highs. Retail merchants
experienced their hest. volume of
business.

During the past year textiles suf- -
fered ‘a severe contractior as also -

did lumber products. With improve- |
ments in the inventory situation and
the. increase .in orders .the outlook .
for these businesses in 1955 is much
more favorable.

Severe drought of long duration
adversely affected the farmers in
many sections of the state. With re-
lief wisely administered to those
most .in need, plus the cooperation
of many interested parties, the worst
conditions were alleviated and no
permanent setback appears likely.

According to reports from the Tennessee Coal and
Iron Division of United States Steel Corporation, tkeir
books reflect a definite rise in demand for steel, with
manufacturers and fabricators again in the market. -Sig-
nificant improvement in the production and sale of steel
in 1955 is expected if present trends continue.

It is reported‘ by Alabama Power Company that in
1954 it invested $34,000,000 for additions and improve-

John S. Coleman

ments and that $106,000,000 is scheduled in the next
three years for similar expenditures. Plans are in
process between this company and the Federal Govern-
ment for the building of five dams and power plants
along the Coosa River within the next decade. Also
pending is an application for a permit to build a large
dam on the Warrior River. .

Much progress has been made in the plans of the
Corps of Engineers, United States Army, for the devel-
opment of the Warrior-Tombigbee Waterways which ex-
tend from Mobile to above Birminghamport. This will
not only afford greatly improved navigation facilities
but will also add substantially to the water supply for
mdustrlal', irrigation and. recreational purposes.

Industrial development is continuing in all sections of
Alabama. It is reported that in the last 15 years the
number of industrial establishments increased from
2,052 to 5,300 and that the - volume of manufactured
products has increased 417% in that period.

JOHN S. COLEMAN-
President; Burroughs Corporation

.,Th.ere seems to be general agreement that the eco-
nomic recovery which began last Fall: will -continue.
All important indicators have been - moving - upwards.
. It ‘seems certain that business ac-
tivity-will ‘be at a high level in:1955. .
-+ To-my “mind the most" important
Aactor in ‘maintaining . business ac-"
~tivity :at a high level will ‘be effécts”
~“'of ‘the release of new- products. -The.
tremendous sums applied to research
in the last 10 years are beginning
to .pay off, and the new products
coming onto the market will be a
' continuing stimulus' to ‘business ac-
tivity. ; ’
Abroad, the situation is more en-
couraging ‘than it has been for a
long time. Europe is continuing to
gain strength, and the remarkable
progress in Latin America is being
maintained. Their growing demand
for American products promises increasing export sales.
1 would not pretend to prophesy for the long term
future, but the outlook for the coming year seems ta
me very encouraging.

S. SLOAN COLT
President, Bankers Trust Company, New York City

Nineteen fifty-four proved to be a better year for
commercial banking than was generally anticipated 12-
months ago. Bank loans to business declined with the
sag in economic activity, but for the system as a whole
the decline was more than offset by
the rapid rise in real estate loans,
and by increases in loans on securi-
ties and other .loans. Bank lending
rates tended downward, but the de-
creases were generally - moderate.
Easier credit policies, which included
lower reserve requirements, enabled
the banks to add substantially to
their Government security holdings.
Net operating earnings generally
were above- 1953 and many banks,
raised their. dividend rates. Also,
with the better tone in the market
for Government obligations, com- ,
mercial banks registered profits on
sales of securities, in contrast to the
losses realized in 1953, so that addi- ; p
tions to capital funds in 1954 were significantly greater.
than in the preceding year. :

For 1955, the banking outlook continues favorable. The
prospect of some improvement in business activity sug-
gests larger demands: for bank loans in the aggregate
than in the past year. - The liquidation of business inven-
tories seems to. have run its course, and this should
eliminate one of the important factors that reduced the
volume of business.loans in 1954. The strength in the:
building field should provide continuing opportunities;
for construction- and real estate mortgage lending, while
consumer credit, which showed little net change in 1954
is expected to increase in 1955. Economic pressures
toward lower bank lending rates have subsided and the:

John S. Coleman
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..rate .outlook. appears more favorable to lenders in the,
- months ahead. :

. Commercial bank holdings of Government securities,’

-on the other hand,.are not likely to increase as much as.
~'in 1954,
~ banks maybe -expected to stress the need for greater,

With the loan outlook more faverable, the

liquidity in order to meet customers’ borrowing require-
ments. Furthermore, as long as business conditions

_continue to improve, the Federal Reserve is less likely.

again to reduce reserve requirements or to make re-

" serves-as readily available to the banking system as in.

1954.. Rates earned on investments, especially on short-
term securities, may average somewhat above last year. .
Flexible credit policy in the past two years has helped

.restrain a business boom and has effectively cushioned
the decline. Experience thus demonstrates the contri-
bution which such a credit policy can make toward
keeping- economic fluctuations within a narrow range.
Given the support of the business and financial com-
munity, the Congress and the general public, credit
policy will undoubtedly continue its contribution toward
stable economic growth.

Continued on page 50

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




Volume 181 Number 5396 : . . The Commercial and Financial Chronicle

N Y. Secunly Dealers -
Elect New Officers

At the annual meeting of the B. Frevel and Harlan L. Lidke

(305) - 48.

Two With John G. Kinnard - With. State & Bond Mtge.
(Special to THE FINANCIAL CHRONICLE) (Special to Tax FINANCIAL CHRONICLE) (Special to TH® FINANCIAL CHRONICLE)

MINNEAPOLIS, Minn, — John *NEW ULM,; Minn. — Fred E. MINNEAPOLIS, Minn, — Jean- ,

Hollingsworth, Richard T. Mc- ette A.. Hardin has been added DETROIT, Mich.—Donald A.

p g Dougal and Melvin D. Weathers to the staff of Craig-Hallum, Inc., Burleson has become affiliated

T on e ), are mow associated with John G. e noy with the State Bond and Rand Tower. Miss Hardin was with Reid, Higbie & Co., Ford

1955 Eugene G. Statter of Hoit, Kinnard & Co., 133 South Seventh Mortgage Company, 28 Montgom- formerly with Harris, Upham & Building, members of the Detroit
Street. ery Street. Co. and C, S. Ashmun Co. Stock Exchange.

Craig-Hallum Adds Joins Reid, Higbie Co

(Special to THE FINANCIAL CHRONICLE)

Eugene G. Statter Elbridge H. Smith
—,

Herbert Singer

Rose & Company was elected

. President for the year 1955.

Other officers elected were

" Vice-President: Elbridge H. Smith

of Stryker & Brown; Hanns  E.
Kuehner of Joyce, Kuehner & Co.;
Treasurer, Samuel Weinberg of
S. Weinberg & Co.; Secretary,
Herbert Singer of Singer, Bean &
Mackie, Inc.

Maurice Hart of New York Han-
seatiec Corporation and Herbert
Singer of Singer, Bean & Mackie,
Inc., were added to the Board of
Governors
. The following three members
were elected to act as Trustees
for the Gratuity  Fund to serve
for a period of two ‘years: John J.
O’Kane," Jr., of John J. O’Kane,
Jr.,, & Co.; Fred J. Rabe of F. J.
Rabe & Co and Stanley L. Rog-
genburg- of Roggenburg & Co. .

The following ' four -members
were elected- to act as the Nom-
imating Committee for the year

1955: George  A. Searight; Leslie .

B. &’Avigdor-of d’Avigdor Co.;

. “Irving L. Feltman of Mitchell &

Company and James V. Lang- of
J. B. Lang & Co.

The Board of Governors of the
Assocxauon new consists of: Harry
R. Amett of Amott, Baker & Co.,
Ine.; Philip L. Carret of Granbery,
Marache & Co.; Frank Dunne of
Dunne . & Co.; Maurice Hart of
New York: Hanseatic Corporation;
Herbert D. Knox of H. D. Knox &
Co., Inc.; Hanns. E. Kuehner of
Joyce; Kuehner & Co.; David
Morris of David Morris & Co.;
Herbert Singer of Singer, Bean &
Mackie, Inc.; Elbridge H. Smith
of Stryker & Brown; Eugene G.
Statter of Hojt, Rose & Company;
Oliver J. Troster of Troster, Sing-
er :& Co.; and Samuel Weinberg

of S. Weinberg & Co. .
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a spefé
of matter...

. . . developed and perfected by the Electronics Corporation of
America, is one of the great electronic miracles of our time, Itis a
photoconductive cell, or electronic “eye,” and belongs to that
class of solids called semi-condustors which promise to change
our way of life. But this cell not only “sees.” It also can think and
control countless functions in industry and in military electronics.
With it, ECA has brought into existence a number of the mira-
cles which greatly strengthen our country’s defenses. With it, too,
ECA has provided a multiplicity of products for automation of

_ industrial processes, for simplification of business methods, and

for safeguarding of human lives and creative energy.

Actually, ECA’s photoconductive eells, or semi-conductors,
are companion elements to the transistor. Like the transistor,
they are symbolic of the new electronics in which electrons do
their work within the confines of a speck of matter. This means
extreme miniaturization—negligible weight—vast strength—in-
finitesimal power requirement—indefinite life.

- And as the transistor is revolutionizing electronic design, so too

are ECA products revolutionizing the electronic field known as
photo-electrics wherein electronic seeing is involved. These prod-
ucts serve all :areas of industry. They. range from specd-of-light
detectors for atomic energy. installations to the widest variety of
packaged electronic controls for performing industrial operations
all the way from initial processing to warehousing. They include,
too, electronic computers for simplification of business pro-
cedures and reduction of tedious paper work.

-Meanwhile, ECA’s scientists, research staff and engineers are
studying a host of new applications in both industrial and military
fields. One, recently perfected, extends the frontiers of electronic

- control to the fastest and mosi devastating of all flames—the

explosion. This is the ECA explosion extinguisher for new com-
bat aircraft. This device detects incipient explosions in fuel tanks

hit by enemy gunfire and snuffs them out before they start—in
millionths of a second. Such a startling development in a hitherto
uncontrolled field has led to the special design of ECA explosion
control systems for industries where explosion hazards exist.

ECA’s perfection and development of the cell that “sees,” and
thinks and controls is as full of significance for the world of
electronics as was the development of nylon in the chemical
industry. Just as nylon fostered a fast-growing family of synthetic
fibres, so too ECA in its photoconductors and semi-conductors
brought into existence a dynamic new class of electronic controls.
In them, man is finding the brain and nervous system for the
split-second sensing, thinking and deciding machines that are
the nub of the second industrial revolution that is now upon us.

The ECA organization is proud to be among the technical
leaders in this industrial advance. Its staff of physicists and scien-
tists includes a number of the world’s foremost experts in the
fields of solid-state physics, photoconductivity, infrared radiation
phenomena, and: guidance and computer techniques. In fact,
today ECA has the largest staff devoted to fundamental research
and development of infrared semi-conductors in the United States.

The frontiers of science are ever-widening. In this generation it
is the role of electronics to play the foremost part in easing the
burdens of mankind—both in peace and in war. Electronics
Corporation of America is dedicated—in its laboratories, in its
production plants, in its world-wide distribution - system—to
bring to industry and peoples all over the world those miracle-
aids which extend the human capabilities of sensing, thinking and
doing—for the ultimate release of men from drudgery, and the
liberation of the human spirit.

ECA’s faith in the ever-continuing growth of electronics is
based on an unswerving confidence in technological advancement
and in the willingness of American industry—and indeed peoples
all over the world—to accept new ideas, new products and new
standards of living.

ELECTRONICS CORPORATION of AMERICA
77 Broadway * Cambridge 42, Massachusetts

Photoswitch Division. *+ Combustion Control Division ¢ -Fireye Division * Military Division

Photoconductor-Transistor Division- * Marine Division. ¢ Business Machines Division
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SIDNEY B. CONGDON

President, National City Bank of Cleveland, Ohio

The current outlook for business is quite different
than it was a year ago. Last year at this time the trend
of the economy was downward and there was a great
deal of apprehension. Now business indicators are on
‘the upgrade and there is a wide-
-spread expectation that 1955 will be
a year of good business, If these
expectations for business are real-
fzed, it will mean a good year for
banking. Banking is the handmaiden
of business and banks ordinarily
prosper in proportion to the prosper-
ity of the customers they serve.

The close relationship between
business and banking is clearly dem-
onstrated by developments during
1954. It was a year of business ad-
justment, with durable goods indus-_
tries experiencing a reduction in
output of about 10% while nondur-
ables were off about 2%. The sharp
setback for durables meant that the -
business adjustment was felt particularly by the Cleve-
land-Pittsburgh-Detroit region of the nation, simply be-
cause that area specializes in the output of durable goods.
And as one might expect, regional banking data on loans
and deposits reflected the degree to which the respective
areas of the nation were affected by the business adjust-
ment.

For example, in the Fourth Federal Reserve District,
which includes Ohio, Western Pennsylvania, the West
Virginia Panhandle and the eastern part of Kentucky,
foans to commerce and industry ended the year at alevel
15% below the 1953 year-end figure. In contrast, the
year-to-year decline for leading cities in the nation as a
whole was only 4%. In the Fourth District, demand de-
posits of individuals and business during 1954 just about
matched the average level of 1953, while the comparable
national figure showed an average year-to-year increase
of 2%.

Those of us who are engaged in business or banking
in durable goods regions of the nation are encouraged
by what history tells us about the cyclical behavior of
the durable goods industries. Just as they decline more
in a business recession than does the economy as a
whole, so do they rise more in a business recovery than
does the national economy. It follows that if 1955 is to
show an improved level of business activity, then overall
gains in the Cleveland-Pittsburgh-Detroit area may well
exceed the national average. .

As for banking in the national picture, one can say
that the banking system is prepared to do its part in
achieving a sustained upward trend in the overall level
of business activity. For example, sound borrowers will
find ample loanable funds available in 1955, be they
business borrowers, or municipalities, or buyers of a new
home or purchasers of consumer durable goods. It also
appears that the various types of financial institutions,
together  with individuals, will have ample savings on
hand to meet the long-term financing requirements of
businesses and governments. In short, the financial cli-
mate appears to be an encouraging element in the total
economic picture.

HON. FREDERIC R. COUDERT, Jr.
U. S. Congressman from New York

Control of the Federal Budget, in my judgment, con-
tinues ‘to be of great importance to maintenance of a
truly sound economy. I have reintroduced proposed
Yegislation and a Constitutional amendment designed to
; establish a procedure by which Fed-
eral expenditures could be limited
to revenues and thus put an end to
deficit-financing and incurrence of
debt except in time of war or other
grave national emergency. One of
these proposals was favorably re-
ported by the House Committee on
Government Operations during the
last Congress, but no final action
was taken.

The fact that there is now neo
place in Congressional procedures
where the authorization of expendi-
tures is related to income from taxes
or incurrence of debt makes it nec-
essary to provide a means whereby
i Congress can, if it wishes, direct a
balanced budget. Inflation is such an easy road for
government to follow that we must be on guard always
against it and a means of reaching a balanced budget
would be one effective weapon against it. The people
who get hurt most by inflation in many instances are
the ones government is trying to protect. It jeopardizes
all those who live on pensions, savings and insurance.

The present national debt of $279 billion suggests
that every American owes $1,729 as his share and the
average American now pays $42.18 in taxes just for the
annual interest charge alone. In fact, the annual interest
charge on the Federal debt is now the largest item in the
"Federal Budget except for national defense.

The pri.nciple underlying my proposal is observed
almost universally by the States and should be adopted

Sidney B, Congdon
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F. . Coudert, Jr.

. by the Federal Government.. Only. by resolute action .

alon_g this line can there be assurance of further tax re-
ductions_essential to a prosperous economy.

H. R.-2 of the 83rd Congress (H. R.-30 in the new

The Commercial and Financial Chronicle . . . Thursday, January 20, 1953

Democratic Congress), as reported by the House Com-
mittee on Government Operations, provided that ex-
penditures of the government during each fiscal year
should not exceed the revenues for such’year except
“(1) in time of war declared by the Congress; or (2)
during a period of grave national emergency: declared
by the Congress by a concurrent resolution.” It was
provided that the ‘budget submitted annually by the
President should be prepared, on the basis of the best
estimates then available, in such a manner as to achieve
the stated goal. The bill provided further that “notwith-
standing by obligational authority granted or appropria-
tions made, except such with respect to tie legislative
and judicial branches of the government, the President
shall from time to time during each fiscal year take such
action as may be necessary (by placing funds in reserve,
by apportionment of funds, or otherwise) - to ensure
compliance with the first Section of this Act.”

The proposed Constitutional amendment. is identical
in form and, of course, would be more effective than any
statutory limitation.

The House Committee in reporting H. R-2 said:

“The purpose of H. R.-2 is to establish a-legislative
policy of balanced budgets, tor overcome contentions that
our exorbitant taxation cannot be reduced- until the
budget is balanced, an to re-establish the Constitutional
control of Congress over ‘the expenditures of public
monies. The enactment of this: leglisation will be the
effective expression of a Congressional policy that will
make tax reduction feasible.”

“The rate of Federal taxation has reached the point -

of confiscation. ‘But still the government--spends-more-
money than it takes in.” = K

The present: Administration has achieved remarkable-
success in reducing Federal spending -over the past two
years. It has come within sight of balancing the budget.
Yet there appears to be springing up an unjustifiedly
defeatist attitude about the possibilities of obtaining a

balance. I am convinced—that decisive progress can be -
made in this direction in the years imimediately ahead “

if there is a will on all sides to achieve results. It is
difficult to understand how anyone could fail to support
a procedure by which a balanced budget could be
reached even though there may be difference of opinion
as to when it should be reached.

CLEO F. CRAIG

President, American Telephone and Telegraph Company

We are looking forward to good, substantial, healthy
progress, We have an ever-improving service. We
shall continue to invest in the fu-
ture. That is what all our experi-
ence and. study tell us is right and
necessary to meet the tremendous
growth that is surely ahead for this
country of ours.

Our expenditures for new con-
struction during the nine postwar
years have averaged about $1.2 bil-
lion a year. Last year they were
close to $1.4 billion. Perhaps they
will be a little more in 1955.

- Assuming no major change in the
international situation, the Bell Sys-
tem this year expects—

(1) To add more than 2,000,000
telephones. Last year we added

about 1,900,000. (2) The volume of
long distance calls to increase some -5 to- 10% from
present record levels.

Our merchandising efforts are proving very effective
We think 1955 will be a busy year. .

RALPH S. DAMON
President, Trans World Airlines,

The scheduled airlines of the United States have good
reason to look optimistically toward the new year for
continued growth in business volume, improved gross
earnings, and further expansion of markets and serv-
ices over the rapid advancement of - :
the last few years.

Major traffic-growth potentialities
to be cultivated directly within our
industry are concentrated in low-
priced tourist air travel, tour-group -
travel, thrift-season discounts, pay-
later plans, improved dependability
and reliability of service and expan- -
sion of aircraft fleets. .

Indirectly, other growth-producing
factors for the airlines, according to .
recent national economic surveys,
include the growing population shift
westward, in the United States, the
general trend toward decentraliza-:
tion in industry and the steadily
rising standard of living. The chiet Ralph S. Damon
problem in the airline industry—one common to other

Cleo F. Craig

businesses today—is one of. rising.costs ‘which narrow .

the profit margin. While wages and material costs re-
main high, and while new equipment costs and deprecia-
tion charges are generally climbing, the price of our
product to the traveling public has actually gone down.

In order to overcome this problem by penetrating
the great travel market potential, the .airline ‘industry.
will be a strongly competitive one in 1953, in equip-
.ment, routes, services and sales..

We in Trans World Airlines are looking forward with

great excitement to 1955, when we will celebrate 30 years -

of air service to the public. . .

Throughout the year events and achievements in
“TWA'’s development, symbolizing past, present and po-
tential future growth of. all commercial air transport in
the United States, will be highlighted.

. profit.

Thirty years ago, TWA’s first “cornerstone corpora-
tion” Western -Air Express, was incorporated. Six origi-
nal biplanes and a route from Los Angeles to Salt Lake
City have grown over the years into a global airline with
a fleet of 150 aircraft, and 33,000 miles of routes over
four continents., :

Early in the year this fleet will be augmented by the
first of 20 new turbo-compound Super-G Constellations
now on order. Upon completion of this delivery, TWA
will have a sky-fleet of more than 100 Lockheed Con~
stellations, the largest commercial fleet of these fast,
dependable aircraft in the world.

Highlighting TWA’s planning for its fourth decade of
service and growth, will be a new $18,000,000 overhaul
base to be built in Kansas City. Ceremonies to mark
the laying of the cornerstone for the new. base, to be
equipped with the newest airplane and engine mainte-
nance facilities, will take  place in the spring of 1955.

We' in TWA look to the immediate future with great
anticipation and: to the long-range future with optimism

- for new growth and progress.

HARRY W. DAVIES

Chairman, Marine Midland Trust Company of - .
Central New York, Syracuse, N. Y..

Ninteen hundred and fifty-five is off to a-good: start.
Actually, however, at this writing it is far too early to
know accurately which-of the varied -forecasts and pre-
dictions for the: year will hold true.

Conditions . in the Central .New

York area served' by our bank .ap-

parently are very bright. The New

York State Thruway and the St.

Lawrence Seaway will have a com-

plimentary effect. Local bank de-

posits have reached an all-time high.

The financial picture-of many local

companies is improved measurably

as against a year ago. Local loans

and discounts are reaching a new

high, indicating increased confidence

on the ‘part of the borrowers and

lenders in the business activity of

the future months. The local credit

irend may safely be considered a

good indication of consumer confi-

H. W. Davies dence in the maintenance of their

employment and a measure of their willingness to pledge
future income to meet present needs.

Needless to say, Syracuse and the Central New York
area will prosper as the nation prospers. It is my
expectation that 1955 will include a continued gradual
rise in over-all business activity. The two major de-
flationary factors of 1954—lower defense expenditures
and inventory liquidations—will no longer be impor-
tant depressive influence. I would not say that business
is discarding any conservative inventory policies it may
hold, but rather that, because we can write the “epitaph’
of the “finished goods” inventory reduction cycle, the
levels of “production may be boosted above those pre-
vailing through much of 1954.

Rising business activity will generate new credit de-
mands. The apparent increase in the volume of new
orders and the replacement of inventories to keep step
with a business revival will further necessitate increased
borrowing. \

Nationally and locally the anticipated outlay for
home building: is favorable, provided the general eco-
nomic activity remains stable. Easier terms on Govern-
ment insured ;mortgages, the .continued trend toward
home ownership among newly married couples and the
housing replacement needs of the many who have pur-
chased since the war and now need larger homes to meet
the needs of their -growing families make anticipated
business conditions look good- from the construction
activity standpoint.. I expect a record demand for mort-
gage money in‘private residential and local public fields.
The expected building activity is naturally based on the
premise that there will be sufficient mortgage money.

Our Government. has a. tremendous sway over .our
complete economy. Based on past performance I am
completely confident that our leaders will exercise this
power prudently, accurately and swiftly if needs be, to
maintain: our high.standard of ‘living, production.and
If this'is done, 1955 -will be recorded in history,
as. the kind of year I am confident it will be.

DEANE C. DAVIS

Preéident,& National Life Insurance Company,
b ongn i Montpelier, Yermont

As the new :year-gets underway, the American econ-
omy exhibits jimpressive strength, and appears ‘to be
shaking off the slower tempo which prevailed during
1954, Every estimate of the outlook must be predicated
upon the assumption that war will
or will not break out. Excluding the
possibility of war, there are at least

* five sources of substantial strength

in the business outlook. In the first’
placé, it is japparent that, even -
without war, heavy expenditures for
defense must necessarily be contin- -
ued.. Secondly, housing starts may
well approach a record in:1955, and
other construction promises to occur .
at a high rate. Thirdly, surveys. of
capital ‘expenditures for 1955 indi-
cdte that they will take place at a
rate closely approximating that of
“1954. Fourthly, inventory liquidation *
appears to have terminated, and
the rebuilding of inventories is in
process. In the fifth place, every indication points to a

Continued on page 52

Deane C. Davis
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Phila. Secs. Assn.
Elecis New Officers

PHILADELPHIA, Pa.— Robert
E. Daffrcn, Jr., of Harrison & Co.
was elected President of the Phil-
adelphia Securities Association at

the annual
. meeting. and
election of the
Association
held at the
Warwick Ho-
tel. Mr. Daf-
fron succeeds

pal executive offices -and ‘ plants
in Pasadena, Calif., is engaged
principally in the design, develop-
ment, manufacture and. sale  of
special and general purpose elec-
tronic test equipment,
cameras and photogrammetric in-
struments, ordnance products and
in furnishing aerial survey and
photogrammetric ‘engineering
services to' public agencies and
industrial clients.

aerial.

....The Commercial.and Financial- Chronicle .

With. Homer Collins

(Special to THE FINANCIAL CHRONICLE)
DULUTH, Minn. — Lloyd F.
Swartley has' become associated
with Homer Collins & Co., Torrey
Building.

Merrill Lynch Adds

DETROIT, Mich.—Dorr W. Gro- .
.ver has joined the-staff of Mer-

rill ' Lynch, Pierce, Fenner &
Beane, Congress & Shelby Sts.

W. T. Leonard Opens

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif. w-Way-
land T. Leonard is engaging in a
securities business from offices at
215 West Sixth Street.

With Haseltine, Gilbert

MINNEAPOLIS, Minn.—Julian
P. Hurtubise has been:added to
the staff of Haseltine, Gilbert &
Wilson, 108 South Nmth Street.

(307) -51

Minneapolis Assoc. Adds
(Special to Tue FINANCIAL CHRONICLE)
. MINNEAPOLIS, Minn.—Gustav
Appeldown and Jacob Walz are
now with Minneapolis Associates,
Inc., Rand Tower.

E. E. Harte Opens

FRESNO, Calif. — Edward E.
Harte has opened offices at 1215
M Street to conduct a securities
business.

James T. Gies ,

of Smith, Bar-
ney & Co.
Other of-
ficers elected
. for the ensu-
ing year were:
Francis M.
Brooke, Jr., of

Robt. k. vairon, or.

Brooke & Co., -

Vice-President; Lewis P. Jacoby,
Jr.,, of Thayer, Baker & Co.,
Treasurer; and Spencer D. Wright,
III, of Wright, Wood & Co., Sec-
retary. )

" The following were elected to
the Board of Governors'to serve
for.three years: Franklin L. Ford,
Jr.,, of E. W. Clark & Co.; Orrin
V. Boop of Schmidt, Poole, Rob-
erts &. Parke and: Ellwood Wil-
liams . of the Pennsylvania. Com-
pany for Banking & Trusts. Al-
bert A. R. Wenzel of Hornblower
& Weeks was elected to the Board
of Governors to serve - for one
year. ’

Robert Chaut Joins
Kidder, Peabody Co.

Kidder, Peabody & Co., 17 Wall

Street, New York- City, members"
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