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EDITORIAL 1

An We See It
The President has submitted a proposed budget

balanced, to use his own words, J'at a high
level of receipts and expenditures." The ^esti¬
mated surpluses in both the 1956 and the, 1957
budgets are "slim"; very little would be required
to replace them With deficits. What has now be¬
come known as the "cash budget" makes a better
showing in both of the years— and this is tfie
budget which, according to the President, "is
sometimes used to measure the inflationary or
deflationary impact, if any, of Government finan¬
cial operations on the economy." Efficiency in
operation coupled with liberal outlays for pur¬
poses long espoused by the New Deal and allied
groups appears to be the basic philosophy of the
document now submitted by the President.
All this is made the cause of considerable

self-gratulation, and in some particulars justly so.
There can be little doubt that some of the opera¬
tions of the Federal Government are now^n a
more business-like basis than when the present
Administration took office. Waste at a number
of points has been eliminated or reduced. kThe
impression rather generally given of less hostility
to business and a more favorable politicals at¬
mosphere in Washington has plainly had some¬
thing at least to do with the extraordinarily
active state of business which, in turn, has made
possible the budget balance noted by the Presi¬
dent. A sincere effort has been made to rewrite
the tax laws of the nation to place them upon a
more rational and sensible basis. For this much
the nation should be and doubtless is grateful.
At the same time, we find ourselves quite un¬

able to share much of the enthusiasm of the Presi¬
dent. A budget balanced at a "high level of

- Continued on page 75

BusinessandFinanceSpeaks
Alter Turn of the Year
Balance of Annual Review Forecasts

For various reasons, a large number of the 1956 busi-
tness and economic forecasts especially written for the
"CHRONICLE" could not be accommodated in our

ANNUAL REVIEW AND OUTLOOK ISSUE of Jan. 19.
These outlook statements, of course, reflect the individ¬
ual opinions of government officials and of the country's
leading industrialists, bankers and financiers on the
probable trend of economic activity for specific indus¬
tries and business in general. The remaining unpublished ''
commentaries received by the "CHRONICLE" are given
in today's issue starting herewith; ■ T

ERNEST R. ACKER

President, Central Hudson Gas & Electric Corporation
The year 1956 promises the continuation of a high

level of consumer income and purchasing power and a
- probable increase in the Gross National Product over

1955's record high. It is expected that the generally high
economic and productive activity in
the nation's basic industries will be ■.

maintained. The gas and .electric
utility companies, whose growth over
the years has reflected our expand¬
ing economy, will keep pace rwith
the growing demands of industries,
farms, homes and businesses for na-;
tional gas and electric power.
The electric companies in 1955 in¬

vested close to $3 billion in new
: facilities, matching the industry's
outlay for new construction in 1954,
and anticipate adding new facili- t

ties at this annual rate during the
next decade. The gas utility and
pipeline companies spent :about $1,-
385,000,000 in 1955 for new construc¬
tion and this industry estimates adding new facilities
at the rate of more than $1 billion a year for at least
the next five years.

Electric power sales in 1955 were about 16% greater
than in 1954 and higher than the most optimistic pre-

Continued on page 24

Ernest R. Acker

Variable Annuities Case
Based on False Premises

By ARNOLD R. LaFORCE*
Second Vice-President,

Metropolitan Life Insurance Company ;

Mr. LaForce says only -solution to variable annuity . i

objectives is elimination of price inflation causes. Ques- :

tions variable annuity proponents' assumption that con¬
tinuous inflation is now inevitable and rejects premise
that investments restricted to "blue chip" stocks will live
up to expectations as anti-inflation hedge. Insurance ex¬

ecutive charges variable annuities would: (1) shift
traditional insurance business risk to the client; (2)
constitute dollar averaging; (3) contain speculative *

features; (4) prevent shifting from low to higher yield
investments; (5) endanger the insurance industry's tax
status, and (6) cause flight from existing forms of t

insurance.

Not so long ago one of the top songs on the Hit Parade
was a catchy tune bearing the title "Be My Life's Com¬
panion and You'll Never Grow Old."
Now the romantic aspirations ex¬

pressed in that song are , most ad¬
mirable, but, of course, the : hard
cold facts are that we are all going
to grow old (and regardless of the
particular selection of a partner or
companion in life). However, we in
the life insurance business, if we
are to merit our standing as experts
and specialists in this business of
providing protection against aging
or growing old, constantly must seek
new methods of providing life insur¬
ance and retirement benefits as bet¬
ter solutions to the problem of
growing old. Certainly when we
slow down in this constant quest to
provide better solutions to the financial problems of the
increasing number of aging people in our society, we

• * r» <

Continued on page 78

Arnold R. LaForce

♦An address by Mr. LaForce before the New York City Chapter
of Chartered Life Underwriters, New York City, Jan. 18, 1956.
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Pecos Exploration Company

Pecos Exploration Company, a
low priced "Special Situation"
represents exceptional value in
proven oil reserves and in proven
but undevel¬

oped reserves.
Pecos is both a

royalty owner
and producer
in the Fort
Stockton field

of Pecos

County, Texas.
The Pecos

County hold-
i n g s of this
company con¬
sist of approx-

imately 4,000
acres of min-
erals and Tomb.Bos.o.i

about 5,000
acres of oil and gas leases. In
addition, the company has a one-
half interest in five producing
wells in Lea Countv, N. M.
There are now 27 oil wells pro¬

ducing from the Yates Sand on the
Pecos royalty holdings and two
gas wells. Pecos has an operating
or working interest in 17 produc¬
ing wells in Pecos County and Lea
County.
The royalty interest reserves

now producing should be about
1,040,000 barrels or should eventu¬
ally produce approximately $2,-
600,000 in future net revenues.
This figure could possibly be
doubled if the proven royalty
acreage which is not yet produc¬
ing is considered.

A new field was recently dis¬
covered on the west portion of
Pecos property. To date there
have been 10 wells drilled in this
field. Two of the wells were

drilled by Texas Company under
which Pecos owns one-half of the

royalty. The Texas Company's
No. 1 made 432 barrels of oil per
day and the No. 2 came in for 210
barrels per day. Texas Company

ftft , has six additional locations to be
STRADER TAYLORSCO.,lite. dr'1'e.d°n this 320 acre leaseThis field was discovered by the

Weaver-Olson interest of Midland,
Texas, on a 320-acre farm-out
agreement with Pecos Exploration
Company. Under this agreement
Pecos Exploration Company is to
receive a one-quarter interest in
all oil produced after drilling ex¬
penses in addition to its one-half

royalty interest. Weaver-Olson
have completed eight wells as
follows: " ♦

The Security I Like Best
A continuoo! forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country
participate and give their reasons for favoring a particular security*

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

talization of less than $3,000,000,
gross revenues would exceed $10
per share.
It would therefore seem that

Pecos Exploration common stock
which has been trading around
$1X0 per share would be a worth¬
while commitment on a specula¬
tive basis. .

In addition to the Yates produc¬
tion on the above mentioned prop¬
erties, it is thought by many
geologists that deeper producing
zones will be located in either the
Simpson or the Ellenberger for¬
mations. ;

Pecos Exploration Company is
under the! management-; of Mr.
Jack Frost of Dallas, Texas, who
has been a leader in the oil busi¬
ness in Texas, New Mexico, Colo¬
rado, and Utah for many years.
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This discovery is also very sig¬
nificant to Pecos in that it proves
considerable additional acreage
under lease tp the company will
be productive. Pecos has approxi¬
mately 2,000 . acres around the
Weaver-Olson wells.

It has been estimated that about

8,000 barrels of oil per acre will
be produced from primary and
secondary recovery methods in
this field. Assuming that Pecos
Exploration Company has around
1,500 acres proven, this would
mean that Pecos has in the

neighborhood of 12,000,000 barrels
of oil ,yet to be drilled in addition
to its present production. This
would indicate future gross rev¬
enues from this property alone in
excess of $30,000,000; with a capi-

ALBERT II. DEUBLE

President YorkvMle Exchange Co., Inc.
Members of N. A. S. p., New York City

Montgomery Ward, .

. At this time, we need the "groc¬
ery approach" towards the stock
market if and when we make
new investments or arrange
changes. In
the same man¬

ner as the
smart Metro¬

politan house-
w i f e studies
her newspa-

p e r each
T h n r s d a v

morning "f o r
the customary
"ads" of the

supermarket
organizations
and t h eir

weekly bar¬
gain sales or .ro
"Specials," so

should the investor of today look
around for merchandise selling
below the actual regular value.
The time has passed where we
can hope to ride with the tide.
Even the free-riders in Ford real¬

ize their mistake, if they did not
get out , immediately. It gets
harder and harder to discover a

security which really deserves to
be included ip .the column "The
Security I Like Best."
The rise in cur markets has

been tremendous and went in

general far beyond all hopes an 1
expectations. Some stocks might
have already reached an all-time
peak if it wouldn't have been for
our dynamic economy, growth in
population, and political pressure
for easier and easier money. For
these and other reasons, we can¬
not use the old yardsticks anv

longer and declare: this is a good
time to be completely out ot t e
market. Our political managers
have learned a number of tricks

wlich we would have considered
sorialistic only a few years ago.
Most people should and must stay(
in t' c market but they need tie'
rig! t stuff in to orep-ire.l
for the worst, if it should come.
In the light of these considera¬

tions we might take a new look at
an old favorite of ours: Mont¬

gomery Ward and Company, r In
three months from now, on April,
27, -'1956, the stockholders will
vote a split on a 2-for-l basis.
Already this simple fact should
help the situation. During the last
few weeks the stock acted very

oisappointingly (dropping from
107 Vz to about 86). It was under
severe pressure and is now avail¬
able closer to the 1955 low than
to the high.
We all know about the spendid

cash position cf the company,
which is still the third-largest.re¬
tail distributor of general mer-

Pecos Exploration Company —

Tom B. Boston, of Boston Secu¬
rities Co., Dallas, Tex. (Page 2)

Montgomery Ward — Albert II.
Deuble, P resident, Yorkvilie
Exchange Co., Inc., New York
City. (Page 2)

chandise and is, of course, tie
second-largest mail-order enter¬
prise in the wor'd. Only about
one-quarter of Ward's sales is
maae on the instalment basis.

Especially in this fieia go we iia-.
room for expansion. \ * 1
Now we come to some of the

imponderables, ;in the situation
the t:p management has changed
and has to be on its toes if a new

upheaval shall, be avoided; new
policies are being established. In¬
ternal morale is strengthened.
Sales have taken a more encour¬

aging trend. There is talk of
opening about 100 catalog offices.
In case of a business setback there

might be an excellent opportunity
for expansion oh a far more prof¬
itable and conservative basis t; an
seemed possible only a litt.e w. 11 s
ago. The company has about $30C
rr illion cash at its cisposal and
can write its own ticket. V

Montgomery Ward common

might not be exactly cheap but
it is a stock with limited risk;
it is off sharply; there is a chance
cf a merger with anetner big con¬
cern so t lat its operations could
be balanced and an expansion

program of its own avoided. It is
not impossible that t e company
might ask for tenders of its own
sto k! We do not see a great
improvement in earnings in the
near future but are pretty sure

cf continued excellent dividends
(on Jan. 14, 1956 stockholders re¬
ceived a payment of $2.25 includ¬
ing $1.25 extra). In the past,
Mort^omery has suffered iro a
some old-fashioned policies which
are being adjusted to the neeus
cf the times.

Montgomery Ward common rep¬
resents a calculated risk which
will not bring you to the "brink
of ruin." -The stock is listed o:i

the New Ycrk Stock Exchange

and is currently quoted at 893:2.

A. T, Geyer & Hunl
Formed in Kew York

A. T. Geyer & Hunt-will be
formed as of Feb. 1, with offices
at 50 Broad Street, New York

• - City to act as
dealers >in

o v e r-t h e-

.counter secu¬

rities. Par t-

ners are An¬

drew T. Geyer
ani George V.
Hunt. Mr.

Geyer was
f rmerly prin¬
cipal of A. T.
Geyer & Co.
Mr. Hunt was

a partner in
McLau ghlin,
Cryan & Co.
and prior

thereto was with Starkweather &

Company.
■ Mr. Hunt is active in the Na¬

tional Security Traders Associa¬
tion and is a former President of

the Security Traders Association
of New York.

Joins Hornblower Weeks
(Special to The Financial Cheonicle)

, CHARLOTTE, N. C.—David R.
Brenegar has .joined the staff of
Hornblower & Weeks, Johnston

Building. ' :: >
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Churning
Decisions of Judge Wyzanski dealing with "churning" dis- V
cussed. SEC intervention in private litigation decried. Legisla-

. jj „ tion limiting SEC jurisdiction suggested as remedy.
In a series of five cases tried in the United States Dis¬

trict Court, District of Massachusetts, in all of which
J. Arthur Warner & Co., Inc., et al., were the successful
defendants, Judge Wyzanski has written opinions which
.we regard as significant and enlightening.

The highlight of these cases was the alleged claim in
each that the defendant dealer-brokers "churned" the

accounts of the customer plaintiff.
In one of the complaints "churned" is defined to

mean "engaged in transactions of purchase and sale of
securities which,were excessive in size and frequency in
view of the financial resources and character of the

plaintiff's accounts."

Four of the cases instituted by members of the Nash
family were consolidated for the purpose of trial. In

* these the plaintiffs had comparatively little formal
education. . v *

v It would serve .no useful purpose to examine here
a detailed schedule'of the transactions upon which the
parties had agreed, and which were incorporated in the

• opinion by reference.
Nor are we here concerned with other counts in the

complaint and the defenses thereto, raising issues as to
some of which no proof was offered. r

However the defenses of "Statute of limitations"

though technical were important.
The proof indicated, and the court found that the

defendant broker was neither given nor did it exercise
any discretionary power.

It was urged, and we believe soundly, that excessive
trading is plainly not a violation of any Federal statute or
Rule unless it be shown that the broker effected the trans¬

actions under discretionary authority from the customer.
In the pertinent part of the opinion Judge Wyzanski b

found that the defendants had not failed in any duty
imposed upon them as brokers, fiduciaries, principals or
otherwise.

He further held "even if there had been a breach
of duty, which there was not, each of the plaintiffs by
repeatedly accepting confirmations and accounts which
fully disclosed all aspects of the transactions, elected not
to rely upon that breach. Moreover, by failing reasonably
to make complaints of facts of which each of the plaintiffs
was informed, each would, in any event be barred from
the late assertion of any wrong alleged to have been done."

Up to now there is no decided case in which a broker
has been held civilly liable for excessive trading.

The entire concept of churning has been developed
by the Securities and Exchange Commission, and used
by it in disciplinary proceedings in an attempt to cancel
the registrations of broker-dealers.

Knowing the ruthlessness of the S. E. C. we are not
surprised that it submitted a brief "amicus" (as a friend
of the court) in these private litigations that we have
been describing, into which it had ho business poking
its nose. What a friend! A mere reading of that brief
shows it to be partisan and intended to support the posi¬
tion of the plaintiffs and to oppose that of the defendants.
True, semantics are used to claim impartiality, but the
mask is off. A friend of the court indeed!

There ought to be a stop to this interference in
private litigation by the S. E. C. It has become habitual
and extremely costly to the taxpayers of our country. We
suggest as a remedy that Congress re-define the juris-

Continued on page 77
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Automatic Merger
By IRA U. COBLEIGII
Enterprise Economist

A concise current consideration of Sperry Rand, the result of
a merger benefiting two leading enterprises in electronics and
automation by combining their resources and research to

promote greater progress and profitability.

Ira U. Cobletgu

in business and

ciuction but it,

When, on July 1, 1935, Sperry
Corporation and Remington Rand
Inc. were merged into the new

Sperry Rand Corporation, the
Rem in gton
became silent,
b u t analysts
were quite ar¬
ticulate about
the virtues of
this corporate
blending.
Sperry was

heavy in de¬
fense produc-
t i o n and a

bear cat on

on advanced
electronic re¬

search. Rem¬

ington Rand
h a d majored

commercial pro-

too, had delved
deeply into electronic applications,
especially for computing and for
automatic business machines. Fur¬

ther, Sperry had relatively slight
debt, and a strong cash position,
whereas Rand, at the time, had a
sizable indebtedness and a some¬

what close-hauled current cash

position. Thus by balancing civil
and military sales, by combining
large scale research efforts oper¬

ating in the same broad general
areas, and by maximizing of plant,
personnel and financial resources,
the July marriage creating Sperry
Rand was thought to be made in
a sort of economic heaven (to
paraphrase the adage). The de¬
livery of VA new shares for each
old one of Sperry; and 2 new
shares for each old one of Rem¬

ington seemed most equitable. •

So, having blessed the wedding
and attended the reception, and,
with the honeymoon now over,
we'd like to take a fresh look, and
see how this new family of 70,000
employees and 09,000 sharehold¬
ers is making out. That 11 be our
stint for today.
On the military side the Sperry

tradition, long associated with
pioneering in gyroscopes, is being
brilliantly carried on in research
in, and production of, marine and
aviation instruments, computing
gunsights; automatic land, ana
anti aircraft- artillery; gun and
cannon fire control systems; hy¬
draulic transmission equipment
and devices; and almost every

imaginable military* application of

gyroscopic or electronic princi¬

ples.' In the ultra modern fields

of guided missiles, and the chan¬
neling of nuclear power, Sperry
Rand appears uniquely equipped
to exercise and sustain its leader¬

ship in technology. It is expected
that somewhere between 45% and
50% of sales for the first merged
year, will derive from govern¬
ment orders, which would include
deliveries to the Atomic Commis¬
sion and all branches of the serv¬

ices.

In the field of business appli¬
ances and office equipment, Rem¬
ington Rand had long been an
honored name. Probably almost
everyone in America has, at some
time, received a letter typed on a
Remington. Well, the Remington
is still going strong under tne new
banner. There's a broad line of
office appliances, too—tabulating,
calculating, adding and account¬
ing machines, filing and record¬
ing, and photorecording, systems
including the new Robot Kardex,
which will instantly deliver, out
of a cabinet containing hundreds
of cards, the single one desired.
This push button device is a vast
labor saver, making possible, for
example, finger tip control of ex¬
tensive inventory items. But prob¬
ably the most important, and by
all means the most exciting-Sperry
Rand business machine is t e

"Univac," an amazingly complex
electronic computer that can cal¬
culate, in moments (and deliver
the right answer), problems that
would take a dozen men and a

covey of slide rules, years to solve.
If you have in mind the purchase
of a "Univac" to help you, say,

figure out your income tax, you'd
better brace yourself, for "Univac"
costs around $1 million, and most
users rent this super-Einstein
Robot. There have been a num¬

ber of smaller (and much lower
priced) editions of this king sized
electronic brain introduced, and.
sales and rentals of these com¬

puters are expanding at rapid
rate. In the September" quarter,
$15.5 million in firm orders for
"Univac" Electrdnic Systems were
reported. With the formidable
research facilities now available,
look for Sperry Rand to broaden
the horizons for automation in

many bookkeeping, calculating
and recording operations. The sav¬

ings in costs created by reduction
of clerical personnel, plus the de¬
pendable accuracy of automatic
machines augurs well for substan-

Santa Clans, Indiana
Famous post-office? Sure. But lots of investors
feel tluit way about Indiana industry, too—
thanks to the dividends paid out over the years

by scores of companies in steel, or stone,
or household furnishings—or any one of Indiana's
dozens of other industries.

Here are some of the Indiana stocks we make our

own markets in—or find buyers or sellers for—

American National Bank
at Indianapolis

Fort Wayne Corrugated Paper
Fort Wayne National Bank
Indiana Gas & Water Co.

Indiana National Bank
of Indianapolis

Eli Lilly & Co.
Lincoln National Bank & Trust

Lincoln National Life Insurance

P. R. Mallory & Co., Inc.
National Homes Corporation

Trading Department

Merrill Lynch, Pierce, Fenner & Beane
70 PINE STREET

Offices in 108 Cities
NEW YORK 5, N. Y.

tial sales expansion, in this divi¬
sion.

But military devices and instru¬
ments, and office equipment do
not complete the roster of Sperry
Rand products. There are, in addi¬
tion, the well known Remington
multiple headed electric shaver,
one of the largest sellers in the
business. There are " automatic

packaging machines; and for tne
rural markets, automatic hay
balers and harvesters. There's
also specialized equipment for
museums and libraries.
The fascinating thing about

Sperry Rand is original research
which, in the past, has brought to
the point of practicality many of
the items catalogued above; re¬
search of such breadth and qual¬
ity that it may be expected to
continue to supply new and prof¬
it laden automations for defense,
business and commerce.

The Sperry Rand merger was
of ho mean magnitude. It welded
together a corporate unit with
$500 million in assets, $700 million
in sales volume, and a total of 69
plants in the United States, Can-
aria, England, Sweden, Norway,
Holland, Australia and Puerto
Rico. A definitely enlarged vista
of profitability has been created.
For the fiscal year ended March
31, 1955 combined results of the
component companies were equal
to about $1.75 per share on the
present capitalization. Current in¬
dications are that the company is
now earning at an annual rate of
between $1.90 and $2 per share.
Commercial business is believed
to be contributing about 60% of
net. ■ • "vVr*"-v.::■■
Capitalization consists of $118.4

million in long-term debt, 102,269
of $4.50 preferred selling at 101
and 25,216,200 common shares
listed NYSE and now selling at
25. The current dividend rate of
80c providing a yield of around
3% is not particularly out of line
for a company with such a heavy
accent on the potential for future
growth. (International Business
Machines, for example, sells
around 30 -times earnings—and, by
the way, Sperry Rand is reported
to have i n S t i t u t e d a lawsuit

against IBM for $90 million. We
have, however, no basis for com¬

ment on either the technical na¬

ture of this suit, or its possible
outcome, here.)

Historically, considerable sta¬
bility has characterized the earn¬

ing power of the constituent en¬

terprises. Sperry was incorporated
in 1933 and has operated in the
black each and every year since;
and paid uninterrupted cash divi¬
dends from 1934 on. Remington
Rand has paid regularly since
1936. -

Persuasive to the continued suc¬

cess of Sperry Rand is its quite
distinguished board of directors
headed by General Douglas Mae-
Arthur, Chairman, and of course

including Mr. II. F. Vickers, Pres¬
ident.

With the corporate urge to

merge never more intense than in

the past year, it is pleasing to
present such a logical and re¬

warding example of this popular
financial fusion as Sperry Rand.

By consolidating and strengthen¬

ing the echelons of management,

eliminating duplication of effort,
and sharpening and broadening a

two-pronged research program for
both peace and war, SYR is now

in a position to move forward

with improved efficiency in two
of the brightest areas of business

endeavor — electronics and nu¬

cleonics. This is the age of robots
and automatic mechanical slaves.

Stock prices, too, are slaves —

slaves of earning power. And in
this vital matter of earning power,

Sperry Rand appears definitely
on the up-grade. Will SYR com¬

mon be guided accordingly?

/f

vL.

The

State of Trade

and Industry

Steel Production
Electric Output
Carlcadings
Retail Trade

Commodity Price Index
Food Price Index
Auto Production

Business Failures

J
Total industrial production for the country as a whole in

the period ended on Wednesday of last week, showed a notice¬
able pick-up v/ith increased output reported in the electric, auto¬
motive, food, lumber and paperboard industries.

Claims for unemployment insurance in the latest reporting
week rose 2%, with Minnesota and Tennessee registering the
most significant increases. \

For the month of December seasonally adjusted employment in
nonfarm establishments, according to a news release by the Fed¬
eral Reserve Board, showed little change from the all-time peak
reached in November and was 1,700,000 above a year ago. The
average work week at factories continued about one hour longer
than a year ago and average weekly pay was 8% higher than
at the end of 1954. Unemployment was unchanged at 2,400,000, as
hiring in retail trade was offset by seasonal curtailment in farm
and construction employment, the Board observed.

Industrial production in December dropped seasonally to
141% of the 1947-49 average, according to the Federal Reserve
Board.

It said, however, that taking seasonal factors into account,
the level of industrial production remained about the same be¬
tween December and November. The unadjusted rate is five
percentage points under the previous month but 13 points above
the level of December, 1954. The seasonally adjusted index held
steady at 144% for the two months. In December, 1954, the ad¬
justed index stood at 130.

For the full year 1955, the Board stated, industrial produc¬
tion was 139% of the 1947-49 average or an 11% increase over
1954.

During December, durable goods production drifted down
slightly; non-durable goods output maintained its record level
and minerals production advanced to a new high, the Federal
Reserve Board noted.

All the talk over cutbacks in auto production is of little com¬
fort to steel users who find it difficult to get what they need to
meet production schedules, states "The Iron Age," national metal-
working weekly, this week.

Many who rushed order in hand to steel company offices
came away disappointed after learning that the auto slowdown
will bring little or no relief to the steel shortage for several
months, if then.

The news from Detroit, this trade weekly declares, brought
to the surface the real underlying strength of the steel market in*,
that it is based on demand from virtually all industry rather than
on one particular industry, such as automotive.

"The Iron Age" has learned that the auto producers themselves
are uncertain whether their first quarter sales will be off 5 or
20% from a year ago. This uncertainty makes them go slow in
their cancellation of steel orders. ^

Apart from that, there is a possibility that the automakers
may try to build their inventories to 45 days as a hedge against
a possible strike in steel. Present inventories are about 30 days,
with some types of bars and hot-rolled sheets a bit on the low
side, this trade authority points out. ' '

If there is any real relief in the cards for steel in 1956, it's
unlikely to show up before mid-year. Orders continue to run
ahead of production despite increased steel capacity>Order back- y
logs are still heavy. Deliveries on popular products are extended /
and steel capacity expansion now in the works will not makq'
itself felt in the market for months, concludes "The Iron Agq/'

!

According to a year-end report Of the Bureau Of Labor sta¬
tistics of the United States Department of Labor there were fOwer
ups and downs in the cost of living last year than any time on

Continued on ipage 84
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Observations. • •

s By A. WILFRED MAY

A. Wilfred May

THE FORD OFFERING — AND MARKET PRICE
The Ford stock offering, apart from its many other epochal

implications, serves to highlight the stock market community's
problems—and foibles—in forming judgments about fair market
price. This is so particularly because the absence of a previous
market for this newly arrived stock deprives
the investor who is groping for his opinion
about the price, from relying on the so-called

"technical", market factors— the "technical"
approach, stemming from the convenient
premise that the key to future price move¬
ments is to be found in previous market

*■; behavior. ? •:> »/,/' , v.'
But even with the necessitated fore-

bearance from this popular approach, and the
tendency here more correctly to regard a

• share of stock as part ownership in a* going
business, the army of Ford stock appraisers
—professional as well as amateur—have been

pursuing another category of foibles.
The absence of a previous market for the

stock also serves to eliminate the element of

present and future price distortion now apply¬
ing to most previously-listed issues. The broadcast variety of factors
imaginable assuredly have been cited by all categories interested
in judging the offering price; from the 5-share lay buyer to the
highest-level underwriter charged with setting that $64% tag
(at the final press conference with the underwriter managers,
the unvarying reply to questions as to whether this or that had

- been taken into account, was that "everything has been taken
. into account" by the price setters).

Yet, it seems to this writer that such consideration has as

: always been left on a superficial level, if viewed in a context
of realistic hard-boiled value appraisal.

The factor of diversification has been frequently brought
•

up; with the Ford Company's unfavorable contrast to General
Motors in this area. But:—in the first place, who can say that

• Ford's broad diversification is not still ahead of it; and, in any
•

event, bow can the diversification factor be translated with any
precision into market price? v ^ - .

Again, for example, the company's past losses (the period
1931-1S41 showing a cumulative net loss) have been offered as a
bearish aspect. But, in rebuttal the optimists-on-the-price can

say that the subsequent earnings increases really demonstrate a

growth situation—that most telling of bull arguments.
Most frequently, in ferreting out a yardstick for judging the

offering price, the technique of comparing certain items of Ford
with the similar measurements in the case of its industry com¬
petitors is relied on. These items have included ratio of net
profit to invested capital or to sales; comparative book values;

%proportions of earnings pay-out; profitability of plough-back—
•

all on a comparative basis.
The item on which greatest attention is paid, and regarding

which the comparative approach is used, is the price-earnings
ratio. In discussion and calculation, the multiplier—of earnings
to get the price—is commonly calculated in accordance with past
earnings fluctuations, the past performance of the competitor
companies with various adjustments seeming proper— all on
the fictitious assumption of some norm; ana in any event, with
characteristic omission of any real quantitative concept of the
practical dollar-and-cents result to the share buyer from this or
that earnings or dividend yield.

Price-earnings ratio has constituted another comparative yard¬
stick used for drawing conclusions about the fairness of the Ford
offering price. The comparison has been made chiefly with the
corresponding statistic for the subject company's chief competi¬
tors, General Motors and Chrysler.

:■ ■

Fallacy of the Comparative Technique
The comparative approach in the case of all yardsticks, irre¬

spective of the worthiness of their use by themselves, is fallacious
and superficial. It is fallacious in doing what this column a fort-
night ago called Rationalization Through Comparison to justify a
market price without realizing that the other security cited as the

- reason for a market decision may well also be over- or under¬
valued. The constructive, logical course to follow is to consider
what benelit is directly available to the investor—not whether
some other medium is better or worse.

The Ford discussion highlights the prevalent superficial con¬
cepts of, and attitudes toward, the price-earnings ratio. It demon¬
strates the investor's proclivity to gear the multiplier, that is, the
relation of the price to the earnings, to fictitious norms, including
past market performances; rather than to calculable and logical
meaning.

Actually, judgment about the favorableness of the buying
price must be determined according to probabilities of giving the
purchaser a fair break, including comparison with other media
competing for his capital. Such determination of a stock's attrac¬
tive price level, including the conference of realism on the price-
earnings ratio, along with the earnings and dividend yield, may
well follow the aim of having the buying price compensate the
investor for the use of his money and the risk elements. The en¬

visaged recouping of principal with interest, plus an increment of
profit within a reasonable time, certainly represents an attractive
medium for the use of capital. Under this approach, one would
capitalize the expected long-term dividend receipts at a rate em¬

bodying the pure rental value of his capital, plus an amount of
annual reserve sufficient to amortize the investment during the
interval, with the amortization term adjusted to the estimated
degree cf risk.

Application to Ford

Applied to the Ford issue, this technique would work out as
follows. First, to estimate the average dividend payment to be
expected over the next 20-25 years, we would note the past

earnings wh{ch have ranged from $4.93 in 1950 down to $2.21 in
1952, and up to' an estimated $8 for 1955; and might assume for the
long-term, including 10 million national car output years, average
earnings of $7. Then we examine the company's financial strength,
and see the exceptionally strong balance sheet, without funded debt;
with cash and equivalent, at $600 million, exceeding total current
liabilities; and a theoretical, "net quick liquidating value," after
the payment of all liabilities, of $12 per share. This balance sheet
showing has two important implications. It justifies a liberal pay¬
out, averaging say $4. And it justifies the money-back amortiza¬
tion period comfortably to extend 25 years.

Realistic Implications of the Offering Price
The inquiring investor may at this point figure that at Ford's

offering price of $64%, the average dividend of $4 will yield 6.2%;
which return to him embodies the fair rental value of his capital
(3%) plus an annual payback of 3.2%—which may be viewed as
sufficient to give him his money back plus the full value of the
equity, in 33 years; or as giving him the rental value of his capital
plus the return of his investment above the present "net quick
liquidating value" (thus throwing in the present plant, invest¬
ments and noncurrent receivables of $1.2 billion, plus the plowed-
back earnings gratis) in 27 years.*

Alternatively Calculating and Advantageous Price

Alternatively, one might calculate the buying price which
would permit the annual laying aside of the rental value of the
capital and amortization sufficient to give him his entire money
back in 25 years, plus the equity as increased at the end of the
leu*., graub. juno wuuiu woik out as follows:

(1) Estimated annual dividend $4
(2) Long-term rental value 3%
(3) Annual amortization reserve * 4%
(4) Annual deduction, (2) plus (3) — 7%
(5) Capitalization of dividend (1) at rate of (4)

gives extremely advantageous buying price of $57

. - Thus, a price of 57 would give the investor the rental value of

★ The incidence of the individual's income tax must also be recognized,
with the possession of the amortization fund affording a partial offset.

his money, plus his money back,
with the entire equity thrown in
for nothing, in 25 years,. Or, with
more reasonable expectations, he
may calculate that to get his
money's annual rental value, and
recoup his capital invested but
after paying for tne present worth
of property, he can pay $70 per
share. . ,► •> •

None of the approaches are to
imply slide-rule exactitude or

precise appraisal, but merely to
indicate, on the basis of realistic
criteria, an advantageous buying
range.
On these assumptions and under

any of our alternative calcula¬
tions, the hard-boiled investor
may thus conclude that the offer¬
ing price of $64% for Ford stock
gives him a very fair break.-

John Beufsch Now

With Lehman Brothers
Lehman Brothers, 1 William

Street, New York City, members
of the New York Stock Exchange,
have announced that John Deutsch

has become associated with the

firm in its Chemical Department.
Mr. Deutsch was formerly assist¬

ant to the President of General

Aniline and Dye Corporation from
1947 to 1952, previous to which
he was with the American Cyana-
mid Company.

PEN TEXAS
A growth stock of established merit

The Penn-Texas Corporation has just completed five years of rapid growth.
In that period assets have increased from $4,600,000 to approximately
$120,000,000.Meanwhile, sales have grown from $6,000,000 to $125,000,000.

.»• This extraordinary expansion has been achieved largely through the
acquisition of some of the most important industrial enterprises in their
respective fields; These subsidiary companies have been fused into a

cohesive, well-managed unit with widely diversified sources of income.

PRIMARY SOURCES OF INCOME

The companies thumbnailed below represent the broad base upon which
Penn-Texas will build its future growth.
• One of the nation's largest machine tool com¬

panies, outstanding in its field for more than
90 years.

• A company which has been the undisputed
leader in the manufacture of heavy handling

equipment for 78 years. Present products include
large heavy duty Diesel electric locomotive
cranes,i travelling ore bridges, dockside un-

loaders, etc. Customers include some of the
nation's leading railroads and steel companies.

• A large gray iron foundry business manufac¬
turing castings for the machine tool and other
important industries.

• A manufacturer of insulated wire and cable

for the automotive, electronic, radio and elec¬
trical industries. • »;

• An important producer of component parts
for jet aircraft. r

• A long-time leader in the firearms field.
• A manufacturer of earth-moving, road build¬
ing and logging truck-mounted power shovels.
This subsidiary should benefit substantially from
the proposed Federal road building program.

• Extensive producing oil and gas operations.
• Shipping and warehouse terminals for the

great Port of New York.
• Inter-continental merchant ships (owned and
operated).

LISTED ON THE NEW YORK STOCK EXCHANGE • CURRENT ANNUAL
DIVIDEND $1.40 PER SHARE • PRESENT YIELD BETTER THAN 7%

CURRENTLY SELLING AT ABOUT $19 PER SHARE

We regard PENN-TEXAS as one of the nation's
great growth stocks for capital gains.

Our Special Report on Penn-Texas is available without obligation.
Please send me Special Report on Penn-Texas.

Name Address.

M'LAUGHUN, CRYAN&CO.
MEMBERS

New York Stock Exchange
American Stock Exchange (Assoc,)

One Wall Street, New York 5 Tel. HAnover 2-1355
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The Outlook for Banking, Credit
Demand and Interest Rates

By ROY L. REIERSON*
Vice-President and Economist,

Bankers Trust Company, New York

Backer sees money market passing light credit peak with
moderate credit growth and restraint relaxation in a year of
new Gross National Product high at a lower rate of business
expansion. Considers the 30-month upturn unnsually long,
lending weight to these beliefs: (1) Bank loans to increase
at a smaller proportion than 1955; (2) slowing down of instal¬
ment, home mortgage, sales finance company borrowings;
(3) lowered Treasury borrowings with a possible $2.7 billion
long-term offering; (4) increased flow of funds into savings
institutions, and (5) eased short-term interest rate to accom¬

pany any miner relaxation but prime rate remaining steady,
and bond yield rise subsiding.

At this season, bankers, as their
colleagues elsewhere in the fi¬
nancial and business community,
lend to display heightened inter-

e s t in the

prospects fac¬
ing them in
the year

ahead; this is
the time for
stock - taking,
for appraisal,
for forecasts.

I n these e f-

forts, however,
bankers are at

a distinct dis-
ad vantage.
Developing a

point of view
with regard to
the banking

and credit outlook requires ap¬

praisal not only of business trends
but also of the reactions of the

monetary authorities to economic
change and of the manner in
which these assumed develop-

Roy L. Reierson

*An address by Mr. Reierson before
the American Bankers Association 8th

National Credit Conference, Chicago, Ill¬

inois, Jan. 18, 1956.

ments may be reflected in the
credit markets. Thus, opportuni¬
ties for misjudgment are com¬

pounded and uncertainties are
magnified. Fortunately, however,
banking is a flexible enterprise;
bankers have proven themselves
quite adept at taking the miscal¬
culations of economic forecasters
in their stride and in shaping their
lending and investing policies to
meet changes in business condi¬
tions as they develop.

Business Prospects

Since credit demands, credit
policies and interest rates all tend
to take their cue from the course

of the economy, a brief comment
on the business outlook is an es¬

sential first step. Unfortunately,
we encounter some difficulties at

the very beginning, for while most
economists would agree that 1956
bids fair to be another banner

year, there is considerable differ¬
ence of opinion regarding the
likely patern of business during
the next 12 months. This is re¬

grettable, for whether the econ¬

omy continues to expand, levels

of, or turns downward in the

course of the year, is a matter of
crucial significance of the banking
and credit environment we may

reasonably expect. In addition,
the imponderables of business
conference, election-year politics
and renewed international tension
air defy logical apraisal. Having
noted all this, however, we may
nonetheless proceed with an at¬
tempt to formulate the point of
view which seems most reasonable
at this time, bearing in mind the
need for constant re-examination

of the outlook as the year unfolds.
The Upward Trend—The econ¬

omy has now completed some \xk
years of sustained expansion, tak¬
ing the shape first of a recovery
from the 1954 sag, but soon

sweeping to new peaks of income
and output. Confounding the pes¬
simists and the stagnatiopists, this
upturn had its roots in the private
sector of the economy; business
activity began to rise at a time
when government spending had
been cut back and war scares

were in abeyance. Thus, we are
now enjoying what may be de¬
scribed as the first "normal" busi¬
ness upturn of the postwar period.
Moreover, the pace of economic
expansion has demonstrated im¬
pressive steadiness and ' staying
power; recovery vC-as initially
stimulated by .the strength in
home building, the automobile
market and consumer buying in
general; more recently, it has
been sustained by the buildup of
business inventories and by in¬
creased outlays on business plant
and equipment.
Indeed, despite the continuing

weakness in agriculture, the
strength of the economv in recent

months has been such, as to give
rise to some concern. Several

basic industries have reached ca¬

pacity operations, shortages -of
materials have begun to appear,
and prices of industrial commod¬
ities have climbed at a quickened

pace. Should the outlook indicate

continued rapid expansion in de¬

mands for goods, we might justifi-

s* I I 9
SMss*.
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EXPERIENCE
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All of these reasons ... and more . . . make
"Printed by Pandick" a guarantee of the finest and most complete
printing service available/For more than 30 years, we have printed
thousands of important documents such as Registration Statements,
Prospectuses and Annual Reports.

Whether your corporation has the smallest or the
largest financing on record, Pandick Press provides you with th?
highest quality printing service obtainable.

'^pandtcf^press,Inc.
Established 1923

22 THAMES ST., NEW YORK

WOrlh 4-2900 NY 1-3167

71 CLINTON ST., NEWARK, N.J.

MArket 3-4994

Leaders in Financial Printing Since 1923

ably entertain serious doubts re¬

garding the economy's ability to
resist the acumulating inflation¬
ary pressures.

Signs of Easing—It is therefore
not altogether disconcerting to
perceive signs that demands in
some sectors of the economy are

beginning to subside. Residential
building has already slackened
somewhat from its hectic pace of
a year ago, and prospects are that
tne seasonally adjusted annual
rate of housing starts in the next
few months will be lower than it
has been for some time. Land and

building costs have increased, and
the less generous lending terms of
insured and guaranteed mortgages
are probably having some effect,
although this is difficult to assess.
In any event, builders have
trimmed their plans and applica¬
tions for FHA mortgage commit¬
ments and VA guarantees have
dropped sharply.
Automobile production has also

been cut back, and the industry
itself, which usually leans toward
highly optimistic forecasts, sees
automobile output in 1956 some
12-15% below last year. This
more cautious view appears sub¬
stantiated by the fact that instal¬
ment credit had risen rapidly in
1955, the competitive relaxation of
lending terms seems to have run
its course, personal incomes are
not likely to expand as sharply
this year as in 1955, car prices
have increased, and model
changes for 1956 have been minor.
By the same token, it is a good
guess that the market for consum¬
er durable goods in general will
be less strong than last year.
Viewed against the backdrop of

the economy as a whole, how¬
ever, it it difficult to become
greatly disturbed over the pros¬

pect of declines that so far seem

pretty well limited to housing and
automobile production. In the first
place, indications at present are
that both residential starts and

the number of passenger cars

produced in 1956 will still be high
in comparison with previous good
business years. Moreover, impres¬
sive strength is still evident in
business investment spending and
in nonresidential building and
construction; business inventories
still appear low in relation to
sales; Government outlays—Fed¬
eral as well as state and local—
continue on the rise. Unfilled
orders are still expanding, and
while new orders may be levelling
off, no persistent downtrend is
apparent so far..
> For the time being, conse¬

quently, it seems reasonable to
expect , any decrease in home
building, automobile output and
the like to help relieve some of
the pressures upon the supply of.
steel - and other basic raw ma¬

terials rather than to precipitate
a„ general downturn. Reduced
markets for housing, automobiles
and other consumer durable goods
will have some effect upon in¬
dicators of aggregate business,
activity and, of course, upon the
buoyancy of business sentiment.
Over the next few months, how¬
ever these developments may well
have the . beneficial result of

tempering a pace of business ex¬

pansion which, were it to continue
undiminished, would assuredly
contain a rapidly growing threat
to economic stability.

A Turning Point—Present in¬
dications thus endorse the likeli¬
hood of some slowing down in the
rise of output in 1956. The gross
rational product—the dollar out-

- put of goods and services in our

economy—is likely to be moder¬
ately larger than last year, the
more so as the commodity price
index will probably continue to
inch upward for some time; how¬

ever, the increase in output even

in dollar amounts may plausibly
be expected to be considerably
below the IV2 % gain achieved in
1955.

Furthermore, it would be sur¬

prising if the direction of the

economy were to remain upward
through all of 1956. In the course

of the year, business inventories
in the aggregate should be fully
rebuilt, and businessmen are un-

likely to keep adding to in-
ventories at a rapid rate through- 1!
out the year. Also, by the end of
the year, the business upturn '
would have lasted almost 30 *

months, which would be an un-

usually long period for a cyclical
expansion. Thus, some sag in A
business activity before the year-
end seems a reasonable guess, but
unless unforeseen developments
should undermine confidence on

a large scale, any easing of busi¬
ness is unlikely to assume great
magnitude in 1956.

Demands for Bank Loans

The expansion of bank loans in
1955 was far greater than had
been generally anticipated at the
start of the year, and this despite
the fact that during much of the
year the Federal Reserve was fol- A
lowing a policy of credit restraint.
The growth in business activity,
coupled with the shortage of cur¬
rent savings in the face of sharply
increased investment demands,
resulted in a record rise in the
volume of bank loans; practically
every type of lending except on

securities showed astoundingly
vigorous growth.

Despite this sharp upsurge in
bank lending, the credit picture
lacks any real signs of near-term
trouble. Admittedly, mistakes in
lending policy are not easy to
detect at a time when the econ¬

omy is flourishing, and one is en- "
titled to harbor the suspicion that
lending standards may have suf¬
fered some deterioration. How¬

ever, the record shows that
delinquencies on instalment credit
continue very low despite the
rapid growth in loan volume and '•
the relaxation of terms; experi¬
ence with real estate mortgages
also remains favorable. Some

business borrowers may have
overextended themselves but loan
nnrtfoRos senerallv aonear to be

in good shape. In all, it is difficult
to detect evidence of that vul¬

nerability of credit which usually
appears at the crest of an eco¬
nomic boom. Rather, the outlook
indicates some further expansion
of bank loans, at least over the
near future.

Smaller Increases Ahead—Last

year's experience illustrates once •

more how difficult it is to predict
the behavior of bank loans.

Developments in 1956 could well
prove as surprising as was " the
unexpectedly large growth dn r

1955. Nevertheless, it is hard to,
foresee in 1956 another lending
year as big as 1955. In fact, if ther~ ,

assumption that the rate of busi¬
ness expansion will moderate is
at all tenable, bank loans in 1956
should rise by considerably less
than the $11 billion by which they
expanded in 1955a :

Instalment credit, which con¬
tributed so importantly to higher
loan requirements in past year, is
hardly likely to continue a :$5
billion a year rate of growth. Ex¬
perts in this field estimate that
even if 1956 should be as good an

automobile year as was 1955 the
rising level of repayments would
hold the net increase in automo¬
bile credit to no more than $1V2
billion; given some reduction in
consumer buying of automobiles
and other durable goods in 1956,
the volume of instalment credit
outstanding could well show little
net change for the year. At the
same time, with housing starts re¬

duced, the increase in home mort¬
gage debt outstanding in 1956 is
not expected to match the record
$13 Vz billion growth achieved in
1955.

„ ; ; v ; : • -
Business borrowings are likely

to display strength at least oyer
the next several months as in¬
ventories continue to be built up
at a more rapid pace than in the
comparable period a year ago.
Moreover, borrowings for income

Continued on page 69
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Dealer-Broker Investment
Recommendations & Literature
If is understood that the firms mentioned will be pleased

to send interested parties the following literature:

Atomic Commentary—Semi-annual report on status of industry
as of Dec. 31, 1955—Atomic Development Securities Co.,
Inc., 1033 Thirtieth Street, Northwest, Washington 7, D. C.

Bank Earnings—Bulletin—Laird, Bissell & Meeds, 120 Broad¬
way, New York 5, N. Y.

Drug Industry — New Booklet — Harris, Upham & Co., 120
Broadway, New York 5, N. Y.

Livestment Opportunities In Japan—Circular—Yamaichi Secu¬
rities Co., Ltd., Ill Broadway, New York 7, N. Y.

Japan's Motion Picture Industry—Analysis in current issue of
"Investors Beacon"—Nomura Securities Co., Ltd., 61 Broad¬
way, New York 6, N. Y. and 1-chome, Tori, Nihonbashi,
Chuo-ku, Tokyo, Japan. Also in the same issue is a discus¬
sion on Amending Foreign Investmnt Law and Japan's
Six-Year Economic Program.

New York Bank Stocks—Comparative figures at Dec. 31, 1955
—The First Boston Corporation, 100 Broadway, New York
5, N. Y.

New York City Bank Stocks—Year-end comparison and anal¬
ysis of 16 issues—Laird, Bissell & Meeds, 120 Broadway,
New York 5, N. Y.

Non Ferrous Metals Industry—Brochure—Bache & Co., 36 Wall
Street, New York 5, N. Y. Also available are bulletins on
International Telephone & Telegraph and W. R. Grace & Co.

Northern New Jersey Banks—Report as of Dec. 31, 1955—
Parker and Weissenborn, Inc., 24 Commerce Street, Newark
2, N. J.

Over-the-Counter Index—Folder showing an up-to-date com¬

parison between the listed industrial stocks used in the Dow-
Jones Averages and the 35 over-the-counter industrial stocks
used in the National Quotation Bureau Averages, both as to
yield and market performance over a 13-year period —

National Quotation Bureau, Inc., 46 Front Street, New
York 4, N. Y.

Silver Market in 1955—40th annual review—Handy & Harman
82 Fulton Street, New York 38, N. Y.

Steel Industry in Japan—Analysis in current issue of Weekly
Stock Bulletin—The Nikko Securities Co., Ltd., 5, 1-chome,
Kabuto-cho, Nihonbashi, Chuo-ku, Tokyo, Japan.

Tax Status of Dividends on Investment Funds for 1955—

Tabulation—Taussig, Day & Company, Inc., 509 Olive Street,
St. Louis 1, Mo.

Treasure Chest in the Growing West—Book explaining why
area served offers so much opportunity to industry—Utah
Power & Light Co., Dept. K, Box 899, Salt Lake City 10,
Utah.

^; :;;y /♦ * * ■ ,

Atlas Credit Corporation—Bulletin—George A. Searight, 115
Broadway, New York 6, N. Y.

Chain Belt Company—Analysis in current issue of "Business
and Financial Digest"—Loewi & Co., 225 East Mason Street,
Milwaukee 2, Wis. Also in the same issue is a tabulation of
stocks widely held in Wisconsin.

Cornell-Dubilier Electric Corp.—Memorandum — Walston &
Co., 120 Broadway, New York 5, N. Y.

Delta Air Lines, Inc.—Analysis—Ira Haupt & Co., Ill Broad¬
way, New York 6, N. Y.

Dover Corp.—Memorandum—Kentucky Co., Kentucky Home
Life Building, Louisville 2, Ky.

Guardian Finance Corporation—Analysis—First Securities Cor¬
poration, 111 Corcoran Street, Durham, N. C. Also available
is an analysis of Penn Fruit Company of Philadelphia.

International Harvester—Report—Thomson & McKinnon, 11
Wall Street, New York 5, N. Y.

Leon Land & Cattle Company — Bulletin — Boston Securities
Company, Tower Petroleum Building, Dallas 1, Texas.

Eli Lilly Co.—Memorandum—Kidder, Pea'ocdy & Co., 17 Wall
Street, New York 5, N. Y.

Marlowe Chemical Company, Inc.—Report—General Investing
Corp., 80 Wall Street Street, New York 5, N. Y.

Nipissing Mines Company Limited—Analysis—L. S. Jackson
. & Company, Ltd., 132 St. James Street, West, Montreal,
Que., Canada. '

North American Cement Corporation — Analysis — Frank C
Musterson & Co., 64 Wall Street, New York 5, N. Y.

Pacific Uranium Mines Co.—Circular—Singer, Bean & Mackie
Inc., 40 Exchange Place, New York 5, N. Y.

Penn-Texas—Special report—McLaughlin, Cryan & Co., 1 Wall
Street, New York 5, N. Y. '>

Riverside Cement Co.f—New views—Lerner & Co., 10 Port
Office Square, Boston 9, Mass.

United Aircraft—Analysis—Dean Witter & Co., 45 Montgomery
Street, San Francisco 6, Calif.

Warner & Swasey Company—Analysis—Edward A. Purcell &
Co., 50 Broadway, New York 4, N. Y.

Western Natural Gas Company — Analysis — H. Hentz & Co.,
60 Beaver Street, New York 4, N. Y. Also available is an
analysis of American Hospital Supply Cori>oration.

Westinghouse Air Brake—Bulletin—J. R. Williston & Co., 115
Broadway, New York 6, N. Y.

Whirlpool-Seeger—Data—Bruns, Nordeman & Co., 52 Wall St.,
New York 5, N. Y. Also available in the same bulletin are
data on Columbia Gas System.

Rudolph Wurlitzer Company—Analysis—Hill Richards & Co.,
621 South Spring Street, Los Angeles 14, Calif.

Notes

BALTIMORE SECURITY TRADERS ASSOCIATION

The Baltimore Security Traders Association will hold their
twenty-first annual dinner on Friday evening, January 27, at the
Southern Hotel. Tariff $13.00. Ticket and room reservations
may be obtained from William C. Roberts, Jr., C. T. Williams &
Co. Charles A. Bodie, Jr., Stein Bros. & Boyce, is Chairman of
the entertainment committee.

Budgeting and Investing
By ROGER W. BABSON

Increased capital and rising production found dependent upon
labor and savings. Noted advisor recommends a definite sav¬

ings and investment plan for the average man between 30 and
50 to provide for future security and to help feed the

productive process.

Roger W. Babson

Most people seem content to
live from day-to-day irrespective
of their pocketbooks. Governmen¬

tal "womb-to-

tomb social

security has
caused people
to take lightly
problems of
unemp loy-
ment and old-
a g e security.
Most young
people give
little or no

sound thought
to their finan-
c i a 1 futures.

They, there¬
fore, never get
2ven the few

dollars necessary to get them¬
selves started on the road to suc¬

cessful investment. Surely, the
birds who build their nests
(homes) before they raise their
young, set us a good example.

Men and Money

My father used to tell me that
a man who systematically spends
less than he gets, automatically
becomes an employer; while a
man who spends all he earns, au¬

tomatically remains a wage earner.
Father insisted that the business
of saving had nothing to do with
how much money a person had, or
the amount of his salary. "Some
people with very large incomes
never save anything," he used to
say.

It has been my own observation

that partners in business and
partners in marriage tend to get
along well as long as there is
plenty of cash in the bank. It is
when the bills come in, and there
is no money with which to pay

them, that' trouble begins. The
only way to assure financial or

marriage success is to tell your
dollar where to go instead of ask¬
ing where it went.

Main Investment Problem: Saving
Your first step in an investment

program is to save some of your
income each week. The next step
is to make your savings produce
some more income. I am a firm

believer, however, that it is
cheaper to pay the grocer than
the doctor; hence a budget should
be drawn up which puts first
things really first. Many of my
clients tell me that they are han¬
dicapped by spending too much
on rent, or its equivalent in taxes,
repairs, insurance, etc., on prop¬

erty owned. The best thing that
could happen in many households
today would be to cut down
household labor costs by getting
the children to help more with
household chores.

To start a budget, one ought to
determine from experience and
from old bank statements and

canceled checks what his probable
expenses will be for the year
ahead. My observations 'through
the years are that a man with a

family of four who has a net in¬
come of $4,000 (after income and
social security taxes) ought to

DEPENDABLE MARKETS

hold his living expenses to about
75% of the $4,000. About 42% of
this would go for food and cloth¬
ing; 33% for housing and trans¬
portation. Right here I think many
families, especially in the lower-
income brackets, will find that
they are paying altogether too
much for their transportation in
the form of a new automobile
which they cannot afford. If they
want to get started on a sound
investment program, they better
pay more cash, and use less
credit. Six percent is budgeted for
benevolence and the church; 6%
for personal and miscellaneous
items. This leaves about 13%, or
$545, for insurance, savings ac¬
counts, and investments. Let us

-

hope that $220 dollars of this will
go for life insurance premiums.
This would leave $325 a year to
save and invest otherwise.

Plan for Saving and Investing

A study of the average man's fi¬
nancial independence is generally
shocking to most people. About
30% of the men 55 years of age
are not self-supporting. The real
tragedy of this situation, as I have
seen it, is that the average man
made enough money between the
ages of 30 and 50 to keep himself
and his family in comparative
ease for the rest of his life. He just
never got around to a definite
plan of saving and investing. Does
it not seem senseless for you to
work hard the best part of your
life to get a few dollars if those
dollars earn nothing for you after
you get them? It is highly impor¬
tant to learn early in life how to
budget, save, and invest.
Important capital is created

only by labor and saving; those
who consume less than they pro¬

duce, turn their surplus back into
productive channels to increase
the nation's store. Investments,
plus bank deposits, are the way
in which capital is increased. In¬
creased capital means increased
production. Greater production
means more wealth. More wealth
means more to be distributed
among those who take part in pro¬
duction. Greater production means

more consumable goods and serv¬

ices at lower prices for all of us.
This is the democratic way of
raising our standard of living.

Hastings Nominated
To Si E. G.
WASHINGTON, D. C,—Earl F.

Hastings of Glendale, Ariz., has
been nominated by President Eis¬
enhower for membership in the
Securities and Exchange Commis¬
sion to complete a term expiring
in June 1959 of A. Jackson Good¬
win, Jr., who has resigned. Mr.
Hastings is Director of Securities
for the Arizona Corporation Com¬
mission.

Trubee, Collins to
Admit T. Rogers

BUFFALO, N. Y.—Trubee, Col¬
lins & Co., M. & T. Building,
members of the New York Stock

Exchange, on Feb. 2 will admit
Townsend Rogers to partnership.

Established 1858

H. Hentz & Co.
Membert

New York Stock Exchange
American Stock Exchange

New York Cotton Exchange
Commodity Exchange, Ino.
Chicago Board of Trade
New Orleans Cotton Exchange

and other exchanges

DEMPSEY-TEGELER & CO.

N. Y. Cotton Exchange Bldg.
NEW YORK 4, N. Y.

Chicago • Detroit • Pittsburgh
Miami Beach • Coral Gablee

Hollywood, Fla. • Beverly ELiile, CaL
Geneva, Switzerland

Amsterdam, Holland
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The Impact oi
On the Oil and Gas Industry

By GORDON DEAN*

Associate, Lehman Brothers, New York City
Senior Vice-President, Nuclear Energy,

General Dynamics Corporation, New York City

Former Chairman of the Atomic Energy Commission concludes
- there is no fear of atomic energy displacing existing sources
of energy since at most it will supplement existing fuels. Plen¬
tiful supplies makes the U. S. last to be affected by atomic
energy and for the present is viewed as no competitive threat

r to air, land and water transport users of conventional fuels.
Says energy demand is rising faster than the population
increase, and expects greatest future utilization of atomic

power generation of electricity.

it supplies close to 60%, and - a

great -industry has been built
around it. j

One of the first things that is
quite clear is that. the United
States is going to be the last: af¬
fected by the encroachmeiit ofStjhe
atom simply because we have, not-
unlimited, but very large, amounts-
of coal, oil and gas. Other cpurtr •

tries of the world, on the other
hand, are less privileged, some
having no fuel, and others, such
as England,. high-cost fuel, in
England, the need for a power

source, independent of coal, has
led the British to build about a

dozen rather large reactors, and
Britain, by 1975, expects atomic
energy to meet 40% of her power
requirements.
A similar situation faces West

Germany, and it is this very in¬
centive to get cheap power which
will probably bring Germany very
fast among the leading atomic
energy countries of the world,
even with her slow start, -r ^

In the United States in the

Gordon' Dean

I have been asked to talk to

you concerning the possible im¬
pact of atomic energy on the
petroleum and natural gas in¬
dustry. As a -
g r o u p en¬

gaged in the;
construction
of pipelines
for these two

fuels, you are

naturally in¬
terested in
whether the
n e w fuel,
uranium, is
going to make
a serious dent
in your busi¬
ness. u' ' ....

Let me say
at the: outset
that I do not think that the im¬

pact of atomic energy on the oil
and gas industry is something to
be feared. I visualize this new

force as supplementing existing
fuels, rather than replacing them,
and I'd like to explain to you why
I think so.

. • <

First, let's examine what we
are talking about when we speak
of atomic energy. One of the
things which distinguishes ura¬

nium is that only 7/10ths of 1%
of it is really useful in the pro¬
duction of energy. In any given
portion of uranium, there are 139
atoms of U*-238 which are, for all
intents arid purposes, useless, and
there is one atom of U-235 in
which we are interested—for this
is the atom which will fission, or,
if you will, explode and produce
heat.

When uranium metal is brought
together in sufficient amount and
in certain geometric arrange¬

ments, we get what is known as
a chain reaction; that is, the U-235
atom fissions, releasing neutrons
which hit other U-235 atoms

which, in turn, split, and so on.
The splitting, or fissioning, re¬
leases great quantities of heat,
and that is why we speak of the
gadget in which the uranium is
placed as a reactor, or pile, or
nuclear furnace. What we have

accomplished by all this is simply
to produce a new. source of heat,
and we produce it by a new kind
of fuel—uranium.' s !
To convert this into electricity,-

thus making it useful,, we must
still go through the same steps as

any powerhouse — capture the
heat, convert it to steam, take the
steam to the turbines and to the
generators, and finally to the
transmission line/; As you well
know, in this process 80% of our
energy is lost, but there is no way
of getting electricity directly from
fission.

Uranium faces the same heat
loss problems as any other fuel.
Now the problem is how com¬

petitive is this new source of heat
with the heat which we get from
oil, gas, wood and coal? This is
important to the oil and the gas
industry because whereas in 1918
oil and gas supplied 15% of the
total energy of the country, today

*An address by Mr. Dean before the
Eighth Annual Meeting of Pipe Line Con¬
tractors Association of America, Boca
Raton, Florida, Jan. 16, 1956.

larger cities we can furnish power
at 6 or 7 or 8 mills per kilowatt-
hour. In parts of Australia and
Japan, it will run from 18 to 30
mills per killowatt-hour; in Bel¬
gium, about 12 to 15 mills per

kilowatt-hour, and in some of the
remote regions of the world, as
high as 4 or 5 cents per kilowatt-
hour. The incentive, therefore, to
get the most out of the atom is
much greater in other countries
than it is in the United States. It
is hard, and it is risky, to crystal
ball, but I would probably not be
far off to say that by 1975 in this
country, only about 10% of our

power needs will come from
atomic energy, and much of that
is not in competition with oil or
gas, but rather with coal.

-The place where atomic energy
is most apt to be utilized is in
electric power plants, and even
when "the day comes that it is
substantially used for this pur¬
pose* it can have very little effect
on the oil industry—for the total
amount of residual fuel used for
power*; generation in the United

States/ in 1953 represented only
83% of the total volume of crude
run. As*Mr. Robert Wilson, Chair¬
man of the Board of the-Standard
Oil Company- of Indiana, ob¬
served; "Even if we lost our cen¬
tral:power-plant business entirely
during * the next j 25 ~ years, we
would hardly notice it; in fact, we
might well lose it to coal long be¬
fore that, and no tears would be
shed." ;./»■/' -
Of course, natural gas is also

used to make electricity, but the
amount used represents only about
18% of the country's total fuel for
electric power.

Just about the biggest single
use for fuel oil today is for ships,
including tankers. Is this market
likely to be invaded by the atom?
You are all aware of the-fact that

the "Nautilus" and the "Sea Wolf"
submarines are propelled by an
atomic power plant.- This is not
to say, however, that the cost of
the power in such a plant is com¬
petitive with the cost of other
fuels. It is very far from it, but
there was a special reason for
putting an atomic power plant in
a submarine. A submarine below
the surface runs on batteries be¬
cause a combustion- engine re¬
quires oxygen for its operation; in
order to survive, it must surface
to recharge the batteries. When
it surfaces, it's a target for the
enemy. But with an atomic power
plant, it can remain submerged
for an almost unlimited period.
During the ship's shakedown
cruise in the spring of 1955, the
"Nautilus" made a 1,300 mile run
from New London, Connecticut,
to San Juan, Puerto Rico, com¬
pletely submerged. It was the
greatest distance, by a factor of
ten, ever steamed, completely
submerged, by any submarine,
and it maintained, submerged, an
average speed of 16 knots for the
entire voyage. In short, the "Nau¬
tilus" is able to cruise around the
world without refueling. For this
the Navy is willing to pay a price
—a price far greater than that of
a regular power plants simply
because it gives to her a far ipore
effective weapon. The likelihood
is, therefore, that the Navy, in its
new construction of submarines,
aircraft carriers, and even escort
vessels, will go the nuclear route.
But does this mean that our

Merchant Marine, our commercial
ships, will do likewise? As of to¬

day, the atomic reactor, cost-wise,
cannot beat oil. It may be that
in a period of 15 years, the oil
industry will lose the fuel oil
business of some of the larger

new ships. But again, as Mr. Wil¬

son says, "What of it?" The impact
would be slight.
''

Another field in which atomic
power has its attractions is in the
field of nuclear propulsion of air¬
craft. This, today, is a military
necessity. The primary advantage
of such nircraft is, as in the case
of the submarine, one of un¬
limited range. If we can develop
a power plant for a large bomber,
and various groups are working
on this in the United States today,
there is no reason why it should
ever face fuel limitations. There
is no reason, for example, why it
should not be able to fly non-stop
around the world, or, if it made
any sense, twice around the world.
The weight of fuel is the serious
limiting factor in all airplane de¬
signs, and a nuclear power plant
would solve the problem. One of
these days, we will have it. There
is nothing inherently impossible
in the situation. I should point
out, however, that it presents some
serious problems, and these are
the problems which arise from
radiation. The crew must be care¬

fully shielded from the radiation.
Those on the ground at take-off
and landing must be shielded
from the radiation. And the flight
patterns of the plane must be
carefully worked out so that in
the event of a crash, dangerous
radioactivity is not spread in a

populated area. It is this very
troublesome problem of radiation
which, today, keeps one from
thinking too optimistically about
the incorporation of reactors into
the commercial planes of the fu¬
ture. If all flights could be over

water, this would not be too seri¬

ous, if there were a real cost in¬
centive. But I seriously doubt that

any commercial airline will ever

Continued on page 82
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Lanston Refutes Spzoul on
Credit, Open Market

By AUBREY G. LANSTON*
Aubrey G. Lanston & Co., Inc.

Prominent government security dealer opposes selective credit
control, extension of open market operations, and additional
discount rata increase. Mr. Lanston wants: (1) revised
Federal-State laws to subject similar lending operations to the
same interest, reserve, Federal, tax and other regulations so
that finance companies and savings and loan associations lose
unfair competitive advantage over commercial and savings
banks; (2) single board to administer VA, FHA programs
under Reserve credit policy, and (3) confine open market
operations to bills. Anticipates money supply increase offset
by reduced non-bank liquid assets, gain in savers' higher earn¬
ings, and improved credit-monetary operations. Agrees with
Mr. Sproul's desire to see crossfertilization of business prac¬

titioners' and theoretical economists' ideas.

Tv/o weeks ago, the President of
the Federal Reserve'Bank of New
York, Allen Sproul, delivered a
talk before a joint luncheon of

the American
Economic As¬
sociation and

the American
Finance Asso¬

ciation. [See
''Chronicle" of

Jan. 5 —Ed.].
Mr. Sproul is
always a most
interestin g

speaker and
he usually has
some things
on his mind

about which
he is willing
to talk plainly,

with force and with persuasion.
On this occasion, Mr. Sproul
framed a plea and offered a chal¬
lenge. I would like to talk to you
about some of the things that he
went into because your concern

must cover matters that have been
made the subject of public dis¬
cussion by a leading central
hanker. Later, I will offer such

points of view as I have on the
prospects for interest rates over
the near-term future. M. ,,

Aubrey G. Lanston

•An address by Mr. Lanston before
the Investment Group of Hartford, Hart¬
ford, Conn., Jan. 11, 1956.

Mr. Sproul asked the theoretical
economists to join more actively
in public discussion of the prin¬
cipal issues that affect monetary
policy, to draw the issues more
closely so that these will attract
public attention and to promote
public understanding of them. He
spoke of the need for more cross-
fertilization and critical analysis
of points of view, within the Re¬
serve S'ystem, by the thoughtful
and disciplined minds outside of
it. In his accustomed forthright
and pleasing manner, he chided
the theoretical economists for
having occupied themselves - too
much with the refinement of old
ideas which were no longer rele¬
vant, with attempted applications
of mathematical equations to sit¬
uations so dependent on human
behavior as to make these un¬

amenable to the problems, to deal¬
ing in Utopian terms more appli¬
cable to a dream world, and, to
leaving the tasks of contributing
to public policy and to private
well-being to the improvised
judgments of practitioners who
lack the time or the equipment to
work out a consistent basis for
necessary actions.

The mention of a lack of time
or the equipment struck a famil¬
iar note to me because although,
as Mr. Sproul implied, the theo¬
retical economists may not have
sufficiently coped with the prac¬

tical aspects of the problemsM-
have found, as I imagine > you
have, that it is easy toA become
so absorbed in the work at one's
elbows that it is difficult, to dig
oneself out of the immediate, and
relatively small, problems to de¬
vote the necessary time to the
larger problems of money and
central banking. * ^ .

Moreover, since I lack academic
training in theoretical economics
any attempt on my part to think
through in these matters requires
more than the average amount of
homework. In this respect I have
found my economist friends most
patient and of inestimable help.
I should acknowledge my indebt¬
edness to them for the number of
occasions when they have cured
me of some near-sighted views
related to economic principle, to
my great advantage. I also, want
to say that I have found: the
theoretical economists are as eager

to grasp news of and knowledge
of the practical sides of monetary
and credit matters as I have been
to learn from them. [Hardly a week
goes by without some evidence of
this coming to me at first hand
through thoughtful notes and
letters from those in academic life
to whom we send our weekly
letter. . ■ "

"Crossfertilization" Desirable

Consequently, it occurred to me
as I read this part of Mr. Sproul's
talk that the idea of crossfertiliza¬
tion could be carried further than

excnanges between tne theoretical
economists and the able men in
the Federal Reserve System. In
this room there is an accumulation
of practical knowledge that could
be turned to great public advan¬
tage if you were to find it possible
to pull away more frequently
from the work at your elbows to
exchange notes on the practical
and theoretical aspects of banking
and central banking problems.
I do not know whether the im¬

pression that I have is a fair one
or not but it also seems to me that
too often, when monetary and
credit policy come under public
scrutiny—in public forums in
Congress or in the press or else¬
where—more is heard from the
authorities and the theoretical
economists than is heard from

practical men such as yourselves.
Perhaps this is because it is diffi¬
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cult to find the time that will per--
mit the necessary arrangement of
thought.\ But, I do' believe' that
those of us who must think so

often about the workings of mone-.
tary and credit policy should enter
more fully into public discussions
of the important aspects and prob¬
lems that arise. I propose to do so

here and I hope that I shall set a
good, rather than a poor, example.
Mr. Sproul said he hoped to see

a renaissance in the study of

money and banking in general and
of central banking in particular.
He . also mentioned two specific
areas of credit as being trouble¬
some. Mortgage and consumer

credit, he said, should be subjected
to selective controls. He expressed
himself as having remained un¬

happy that the System continues
to confine its open market opera¬
tions to bills. (He offered no.
comment on the lapse that oc¬

curred last November.) He re¬

asserted his preference that the
System be free to buy and sell
Treasury securities throughout the
entire range of maturities and he
asked for help on this score from
the theoretical economists.

Three Parts to Monetary Policy

There is one point that I would
like to make clear before going
further. To me, credit policy is
ionly one part of monetary policy.
It seems to me, therefore, that
when we discuss the efficacy,
power or weaknesses of Reserve
credit policy, we must keep in
mind that the Federal Govern¬
ment's decisions in areas such as

mortgage credit may have run,
and still be running, parallel to
or in contradiction with the credit
objectives of the Federal Reserve.
Further, we need to keep in mind
that Reserve credit policy is really
onlv one part of over-all monetary

policy. -Treasury debt management
is a second part. The results of
fiscal policy are a very important
third part. When, therefore, we

ar.e asked to consider the degree
by which Reserve credit policy
has or has not helped to shape

the economy to our liking, we

have to consider what the Federal

Government has been doing in

certain qredit areas, what the
Treasury has been doing in man¬

aging its debt and the condition
of the Federal Budget. E.g., we

might visualize the shape of the

impact on the - economy - from
monetary policy as the area within
a triangle, the three sides of which ^
represent the three principal parts
of monetary policy. If the desired
shape of the- economy is that
which would appear when the
three sides of the triangle are of
equal length, it should be obvious
that this shape cannot be produced
if one side of the triangle is too
long or short. Yet for many years,
including recent ones, the Treas¬
ury budget has been either too ;

long on expenditures or too short
on receipts. Neither monetary nor
credit policy can be expected to
shape the economy as perfectly as
Some critics call for under such
circumstances. «!
I have asked to have passed

among you a very simple tabula¬
tion which shows three things
(See accompanying exhibit). At
the top of the exhibit there is. a
tabulation that indicates the rela¬
tive growth of the four major
types of financial institutions that
are substantial holders of mort¬

gage credit.
In center of the exhibit there is a

tabulation that shows the growth
in the mortgage holdings of these
institutions. (That shown for in¬
surance companies is not entirely
comparable for the reason given
in the footnote. Our research de¬

partment advises me that, of the
total increase shown for "other"

mortgages held by the life insur¬
ance companies perhaps one-third
were commercial and two-thirds
were residential.) It also may be
seen from this tabulation that, ex¬
cept for acquisitions of VA and
FHA mortgages, the terms for
which are set by Federal.agencies,
the great growth in the holdings
of conventional-type residential
mortgages took place among the
savings and loan associations.
These associations seem to have
been having a merry time.
Certainly even these frag¬

mentary statistics make it clear
that if mortgage credit were to be
subjected to effective selective
control, some provision would
have to be made to insure that the

terms and regulations governing
VA and FHA loans and the vari¬

ous other activities of the Federal

Housing and Home FinanceAgency
would have to be made consistent

with the aim of the administrators

of such a selective control. Further

Continued on page 70
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A Current Banking Problem
By ALLAN SPROUL* •' ' CT.\

President, Federal Reserve Bank of New York

Prominent central bank official, noting continuous.! "battle"
between commercial banks, savings banks, and savings and
loan associations respecting their overlapping operations;
urges a thorough nationwide study to establish a fair field in
which all parties may appropriately exercise their functions.
Asserts savings and loan associations have been given certain
unfair privileges and advantages; including access to short-
term banking funds. Also notes skepticism about "our whole
tangle" of laws and regulations regarding branches of banking

and thrift institutions

ing ventures unprofitable, and be deprived of complete and ade- operations, even where move-

eventually result in a deteriora- quate banking service. ments of population are tending
;tipn:;'iof -the rounded services ^ +_, to deprive them of some of their

... , The mutual savings banks have
- needed by the communities served. . .

-. a j 4.u- * i * j * * • also come a long way since theyAnd this kind of argument, m

.turn, leads into the controversial were small struggling institutions
question of present laws and rules rafWin° «"> <" "f
with respect to unit and branch

, banking,,,;because the ability to

y surviveunder such conditions,
*

and to continue to provide corn-

gathering together the deposits of
small savers in a more or less

single-handed battle to promote
thrift as well as to marshal com¬

munity funds for investment. The

plete banking services to the com-, size and variety of their opera-

munity,. may depend in many in¬
stances on the institutional form

of the commercial bank. Without

tions have been expanded around
this-core of purpose and being, so

that they now seem to be trying
to do many of the same things> - v trying to develop that ticklish

1 In .the past I have used this ping services? To that-questionitheme further, I think it can be that the commercial bankers do.
occasion, at times, to make a few there is no easy answer, given.the^ said that : the commercial banks And yet, it is claimed, they still
remarks on some current banking-fact that we start out, not? from., ahtt.Mthe thrift institutions have retain privileges and exemptions

r^rmofe00161 times 1 have *-«<>» °£ ***™
cautious, and ■ p and practices; In this thicket, someWhethercommercial banks can earlier status, but which tend to
have merely A aspects of healthy competition ^continue to exist, in some areas,- weight the competitive balance in

there is

than there

-

tages enjoyed by.another segment,VW^etner tnis w.ouia noi mean tnat ouierwise wouia oe, i assume, to
iwith * no net • gain! and, -perhaps'^the communities concerned would the expansion of the field of their
some net loss to the community - v

expressed
the pleasure
of the Federal

Reserve, Bank
of New York
in having the
members o f
the New York
State Bankers
'Association as

its guests. To¬
day I am go-
•I ng to, go
somewhat be-

y o n d the

potential depositors. <

The Savings & Loan Associations

Finally, for the purposes of this
brief comment, there are the sav¬

ings and loan associations, those
special purpose institutions which

have been aggressively success¬

ful in creating a widespread pub¬
lic belief that they accept savings
deposits and operate pretty much
as do mutual savings banks or the

savings departments of commer¬

cial banks. In their present form

and importance, they are largely
the creatures of a revolution in

methods of financing home pur-,

chases and home building which
has taken place during the past
20 or 25 years. I think this was a

necessary revolution but, in the

Continued on page 84

Allan Sproui

formal and the safe, although still
expressing our pleasure in being
your host, i":
, I am not joking about the sale
part of it. What I am going to do
is to inject myself a little way

into the fight which has been go¬

ing on for some time between
and among the commercial bank¬
ers and the thrift institutions, and
to essay the role of friend of all
parties. This is a dangerous role
and, more often than not, results
in the combatants turning on the
amateur peacemaker. And since
the peacemaker, as in my case,
usually doesn't know ; all there
is to know about what caused the

fight, he is fairly open to attack.
Nevertheless, since I speak with
nothing » in my mind and heart
but the best interests of our fi¬
nancial institutions, and the pub¬
lic which they serve, I am ready
to run the risk.

•v . . ■■■•
. • . <%. . <

The Institutional Battle

.:*■! The fight I am referring to is
the battle which has been going
on intermittently, but for some

time, between the commercial

banks, the savings banks, and the

savings and loan associations, with

respect to their overlapping fields
of operation. It has seemed to me

that, perhaps, in the heat of com¬
bat over relative advantages, the
common interests of all parties,
and of the public, have tended to
be submerged. And yet these are

the interests which should and,
in the long run, will determine
the outcome.

I hope, therefore, that in the
studies which are now being made

by the State, by your Association,
and by others, this broad objective
will be kept to the fore, and that
some of the narrower differences

among you, which have generated
so much heat in the past, will oc¬

cupy a place of less importance.
What should be the goal of all

parties to these disputes is a fair
field in which to exercise their

appropriate and partly competi¬
tive functions. „

i The question then becomes what
is a fair field for healthy competi¬
tion in the provision of comple¬

mentary and sometimes overlap-

*An address by Mr. Sproui before the
Twenty-Eighth Annual Mid-Winter Meet¬
ing of the New* York State Bankers
Association, New York City, Jan. 23, 1956.

as a .whole. If there!:is: to be an fa ;

: answer to a hard question, there- \
fore, which will satisfy - the rea-.!^;
soriable requirements!, of reason-^

. able men, I think itmust!.cofne'Xj
; from a complete re-examinatioh
-•of. our banking and thrift organi-'f
*

zations at the place where they r.
meet and serve the public.

We shall have to start from the fy;
premise that these various institu¬
tions, by and large, operate in the
field of regulated business, and in ■.

a field in which there is so high
a degree of public interest as to
require commensurate public reg¬
ulation. But the regulation has"
been and is at two levels, national
and state, imposed by different

v

hands in different ways, and its
incidence has not always been T
equitable. Of the differences,!,,
which have aroused you, many -v.;

have grown out of this situation, V'V
and they are not the kind of dif¬
ferences which can be resolved

solely by competitive forces, or

by individual state action.

Unique Position of Commercial.
Banks

The commercial banks occupy

a unique position in this complex, * •

because they are the only institu-;;
tions which, in a sense, "create" -y
credit—not out of nothing to be

sure, but because of their ability
to create deposits in exchange for -

,

other less liquid assets or the

carefully assessed ability of bor¬
rowers to create such assets over v

time, all on the basis of a frac¬

tional reserve system. If commer¬
cial banks confined themselves to

commercial loans, short-term liq¬
uid investments, and demand de- . -

posits, of course, they would be *

much less involved in current con¬

troversies than they are. It is the

present day department store com¬

mercial bank, with its mixture of

demand and time deposits on the

liability side, and of various kinds
of loans and investments of vari¬

ous maturities on the asset side,"
that brings the commercial banks *

into the conflict. Because they be¬

lieve, and with some reason, that
this is the only kind of institution
which can provide a community
with all the different kinds of

banking and thrift services which

it needs, the commercial bankers
have tended to assert what would

seem to be a pre-emptive right to

operate in certain areas. They
have argued that the intrusion of ,

thrift i n s t i t u t i o n s,, or their -

branches, into these areas mighl J
make existing commercial bank- *
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Present Currency Problems
In Foreign

By FRANZ PICK*
Publisher of Pick's World Currency Report

Currency expert discusses problems of still-existing dollar
shortages in international trade, especially in Latin America
and the Near and Middle East. Points out that growing com-

petilicn from Western European nations, Japan, and the Soviet
orbit reduces U. S. exports even in countries of the dollar
area. Maintains Soviet trade offensive, based on low-priced
offers and purchase of surplus production which we cannot

absorb, creates serious problems.

Franz Pick

; - It is, as always, a pleasure to
address experts of international
trading who, year in and year out,
carry foreign goods to our shores
and ship prod¬
ucts of Amer¬
ican labora¬

tories, factor¬
ies, farms and
mines all over
the globe.
You do not

have an easy

job. When you
had a real

sellers'market
and your or¬
ders piled up
in tnese early
post - war

years, there
were not

enough Dollars around to pay for
your goods and services. You had
worries no encl in the Sterling
Area, in Brazil, Argentina, Chile,
Indonesia, Burma, Thailand and
certainly also in Greece, Turkey,
Yugoslavia, not to speak of the
money that a few of you lost in
addition to the credit risk . . . in
devaluations. Britain, Holland,,
France, Argentina, Chile, Colom¬
bia, Pakistan and Nicaragua, to
£peak of only a few monetary bat¬
tles in which you were defeated,
are certainly still in the memories
of most of you.

And then, a few of the countries
that were able to spend a little
for U. S. goods from 1947 to 1952,
began to compete with our prod¬
ucts in foreign markets. Germany
—in! shreds and bombed out in

1946;—France, Belgium and Hol¬
land!, not to mention war-torn

*An address by Mr. Pick before the
Fvr>«r* Managers Cub of New York, New
York City, Jan. 24, 1956.

Italy, slowly began to appear in
South American, Near Eastern,
South West Asiatic and Far East¬
ern markets to peddle their qual¬
ity goods. Japan, nearly destroyed
in 1947, came up the hard road of
strong export power, which many
of you may feel now in your daily
activities.
And so, if seen from the view¬

point of the American exporter,
we are again in a situation which
is certainly not a bed of roses.
You face two problems in the

export field:

(1) Where there are buyers that
would love to cover you with or¬

ders, there are not enough licenses
available to import U. S. goods
with Dollar payment.
(2) Where you can sell a wide

variety of goods, from automobile
and calculators to woolen fabrics
and X-ray apparatus, and where
vour buyers have licenses and
Dollars to pay for it . . . the prod¬
ucts of Britain, Germany, France,
Holland and, above all, Japan-
not to mention the Iron Curtain
countries—are cheaper and can

often be bought without Dollars.
And this sharp competition of

cheaper-than-U. S.-goods is be¬
ginning to be felt in our own

backyard, which is called the Dol¬
lar Area.

.

Quite a problem.
Now how, you will ask rre, can

we cope with these conditions?
The answer is not easy, because

if I tell you that you will have to
take more risks, you certainly will
not be anxious to do so. But un¬

fortunately export business, in or¬

der to yield good profits, has to be
based on risks. If you don't want
to dare, you will have to accept
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smaller turnovers and smaller

profits."V• "
Let us, therefore, have a look

at how the situation presented it¬
self at the beginning of this year.
There was definitely more mon¬

etary freedom than a year ago.
Sterling, which is more important
in world trade than the Dollar,
had a stable year with easing reg¬
ulations and wider British trade.
The Belgian Franc, Dutch Guil¬

der and West German Mark were

commercially and financially
nearly convertible. No black mar¬
kets functioned in these three
countries. Switzerland's hard
Franc was stable and legally freer
1han the U. S. Dollar. Austria's
Schilling seemed healthy and the
Italian Lira had remarkably re¬

covered. The French Franc, in
spite of political internal and
external trouble, was very intel¬
ligently managed by the Banque
de France.
These currencies of the conti¬

nent's industrially most efficient
nations, enabled their economic
managers to plan for long term
expansion. As all of the afore¬
mentioned countries, including the
United Kingdom, are members of

- Exnorts

went to Canada

went to Latin America
went to the continental
countries of the E.P.U.

went to the Sterling Area
went to Asiatic and other
countries

were military and other aid

22%
20%
20%

12%
13%

13%

100%

As you can see from these fig¬
ures, Canada is our most impor¬
tant customer. But Canadian trade,
for many practical reasons, is not
considered as foreign trade in the
U. S. It presents no special prob¬
lems for the year to come; '

The Canadian Dollar, firm for
more t an five years, has suffered
slig" t'y from balance of payment
indigestion and lost its premiums.
Jt might weaken a little more,

perhaps 1% or 1%%» but not
much more. Therefore the Amer¬

ican exporters' real problem in
Canada is salesmanship and prob¬
ably also a wise policy of better
credit terms.

Next in importance in our Hem¬
isphere1 is our Latin American
trade, totaling about $6.4 billion,
of which about $3 billion are ex¬

ports ahd $3.4 billion imports. Let
us analyze our export problems
with - these countries in alpha¬
betical sequence, in order to avoid
any complications.

• Argentina which at present is in
a rather miserable position. Pe-
ron's legacy is a nightmare, eco¬

nomically as well as "monetarily.
Under the dictatorship, all official
statistics were falsified. Inflation,
the means by which Peron kept
his power, was hidden.

Only after Peron's ouster had
it been stated that currency in
circulation was only reported for
every second Peso printed. The
domestic debt was handled iden¬

tically. The result was rather
simple.
The new government had to

publish factual figures, which re¬
vealed that Argentina was not
insolvent, but really bankrupt. A
devaluation took place in October,
but here again the new rulers
either did not have enough cour¬

age or too much political fear to
adapt the Peso to the facts of life.
The present multiple exchange
rates cannot last forever. They will
have to be cut again. Argentina's
currency, at a historic low of
value, has become somewhat freer
because there is a sort of legal
free market in Buenos Aires, but
it is really shaky and living from
day to day.
In spite of these rather nega¬

tive facts, the long range picture
of Argentina looks better^ pro¬
vided the present type of govern¬
ment can remain in power. Ar¬
gentina was milked by the Peron
crowd. The milking ended.

the European Payments Union,
they had no real worries concern¬

ing their European trade, but
were free to concentrate on their

export markets. : . : i v .

As we, at the same time, could
not cut our subsidising of these
countries, they had — including
England—no real Dollar worries.
On the contrary, we even have to
emphasize that Dollar-goods dis¬
crimination in foreign trade has
to be cut down in Western Europe.
Our political position, at the

same time, forced us and prob¬
ably will continue to force us to
send Dollars to these countries, in
order to maintain our garrisons,
air fields and other installations
for our own strategic protection.
We have to maintain our power

whether we like it or not, even if
this policy is not exactly favor¬
able to our foreign trade. Because,
without pur power there would be
no foreign trade,
i Therefore, it would not be wise
to complain. You cannot make an

omelet without breaking eggs.
. Now how did our foreign trade
picture look at the beginning of
1956? Last year's foreign trade
showed the following breakdown:

■

Imports i.
- 24% came from Canada V
28% came from Latin America

18% came from the continental
'

countries of the E.P.U.

16% came from the Sterling
Area

V 14% came from Asia and other
countries

100%

The country, very rich in nat¬
ural-resources, can be built up

again. Consumer needs are prac¬
tically unlimited. Dollars can be
earned by the country's exports,
if transport facilities—now broken
down under dictatorial misman¬
agement—can be improved. There
also are going to be U. S. credits,
of which the country needs about
$1.2 billion.
But the real far-sighted opera¬

tion of enterprising concerns is
the installation of branches or of
industrial offsprings in Argentina.
And in this race for the domestic
Argentina markets, we '|are not
alone. Western European coun¬
tries and Japan seem to be able
to offer more than we can. They
offer long-term credits, up to 10
years and more, for heavy indus¬
trial and communication equip¬
ment or commit themselves not
to withdraw profits for 10, 15 and
even 20 years.

Quite a competitive situation.
In Brazil, a new political group

will take over in a few days. The

currency management has done
an excellent job during 1955, a

year in which the Cruzeiro rose

13% in free markets, reflecting
the best increase of any currency
in the world in 1955. The coffee

year was good: hard currency in¬
come increased; banknote printing
slowed down a little. The famous

licensing system of imports con¬

tinued to be the source of me¬

dium-sized scandals; but it func¬
tioned. ;/v;h'-0,v
The big event in Brazil's trade

position was the conclusion of the
multilateral trade treaty with
Great Britain, Holland and Ger¬
many, which Belgium joined later.
This agreement opening a back
' ^or into t e European Payments
Union for Brazil, was the most
important event in many years. It
was not favorable to the Ameri¬

can exporters.
At t.e same time, British, Ger¬

man, French and Japanese finance
groups strengtnened their indus¬
trial footholds in Brazil, moving
in with machinery, credits and
know-how. These countries

adopted a policy of paying Brazil's
export prices without hesitation,
looking to the future and not at
present profits.
The famous Krupp Works of

Essen, Germany, made a deal with
Rio's authorities to. establish a

wide range of industries and not
to withdraw any profits for. 20
years. Similar agreements do not
provide for the increase of Amer¬
ican exports to Brazil.

The country has made tremen¬
dous progress since 1948. And yet,
not evert half of its population of
58,000,000 people wears shoes or
uses Kleenex. The population in¬
creases annually about 2%, mor¬

tality has declined. The subsoil,
not yet charted geologically, is
very'rich.
Investment in Brazil, with all

its risk, seems a highly interesting
venture, which, if you consider
that money in Brazil presently
costs at least 24% per annum,

might be more than rewarding for
many years ta come. Profits in
Brazil are considerable, taxes are

low; Therefore, in any long-range
projection, Brazil might import
less from the U. S. as the newly
established industries in the coun¬

try will get more and mere pro¬
tection against foreign goods.-

Bolivia, a small country with
full inflation, has accomplis'qed
some real progress during recent
years. Import needs are colossal,
but there are no Dollars around.

Recently, there has been more in¬
terest for foreign investment in

Continued on page 76
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assets , \ v"
Cash on Hand and Due from Banks I $ 7,780,020.94
United States Government Securities--- 12,489,003.83
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Federal Land Bank Bonds, and Other Bonds and Securities 1;612,985.91
Federal Reserve Bank Stock _ ; 36,000.00
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Bank Building u !_ 419,923.05
Furniture, Fixtures and Equipment-- ——/_ 1.00
Real Estate Acquired for Future Expansion 65,000.00
Other Assets — 81,601.77

TOTAL ASSETS $33,860,232.37

LIABILITIES

Deposits $32,131,687.35
Reserve for Taxes, Interest, etc. 113.885.53
Other Liabilities 23,331.53
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Surplus 700 000.00
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TOTAL LIABILITIES - $33,860,292.37
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Federal Reserve Credit

Expands Over $14 Billion
> By DR. WALTER E. SPAHU*

Executive Vice-President
Economists' National Committee on Monetary Policy

Prominent monetary economist finds publicly known braking
x of Federal Reserve credit is more than offset by the hidden
acceleration of illegally issued "float" reserve credit, amount- i
ing lo over $14 billion, or two and one-half times the volume

of discounts and advances as of Dec. 28.

For the week ending Dec. 28, banks; by deposits of items for
1955, the float of the Federal Re- clearing and collection which
serve banks reached the highest items were to be converted into

up on the uses of Federal Re- rency Committees of.the House factual answers to the following,
serve bank credit by increases in and Senate. > questions:
Federal Reserve discount rates.
Such discussion tends to mislead
unless the volume of bank re-

Since an administrative agency (1) What provisions of the Fed-
with a technical staff at its elbow eral Reserve Act authorize the

~ ,, , . can sometimes devise ways to Federal Reserve banks to extend
,5?S*.v£ make illegal or unauthorized ac- credit free of charge and to build

tions appear legal or auciiorrzed bank reserves against uncollected
to busy Congressmen not highly checks and drafts?
specialized in the field involved, (2) What provisions of the Act

irta roHicnmrnf a question arises as to what der-ing rediscount rates, profitably, on fpnop +up t? « c p r v p authorities
$753,000,000 of borrowings while Reserve authorities
they were receiving, under the

considered and compared with the
volume arising from rediscounts
and advances. For example, on
Dec 28 member hanks were nav «-"« uivwvcu
irta r0Hicnn„nt vo+oc IuLki,? L a question arises as to what de-

level on record
In the preced-
i n g week,
ending Dec.

21, another
record high of
$1,746,000,000
had been

reached. The
highest level
of the float

ever reported
for the period
1933-1952, was
$1,543,000,000
on Dec. 17,
1952; * - ;

$1,875,000,000. reserves when collected; by the
sale of certain types of assets to

table as it were, approximately 2.5
times that amount in reserves free
of charge — and without legal
authorization.

The employment of the float
by the Federal Reserve authorities
impairs or nullifies the effective¬
ness of rediscount rates designed
by Congress as instruments for

. v ^ *
s -M f

V a -

>% : 0¥
-

the Reserve banks; by borrowing restricting the use of Federal

would offer a Congressional com¬
mittee for building the unauthor¬
ized float. A defense that has
been reported to this author oc¬

casionally is that New York City
has sometimes been "fogged in"
and airplanes could not leave or

arrive to collect checks and drafts

according to schedule. Since the
float is always present, and in
an amount generally larger than
discounts and advances of the

authorize member banks to obtain
reserves against uncollected checks
and drafts?

(3) What changes have been
made by Congress in the Federal
Reserve Act since 1916 which
make the statement of the Fed¬
eral Reserve Board in 1916 incor¬
rect today?
(4) If the Reserve authorities

can build member bank reserves

against the excess of uncollected
cash items over deferred avail-

Dr. Walter E. Spahr

Not Authorized by the Federal
Reserve Act

from the respective Reserve banks Reserve credit. It is as though the Reserve banks and since it has ability cash items, why cannot,
through the mechanism of redis- Reserve authorities were applying been mounting to new record and why does not, the Board of
counts and advances for which a brake which is out in the open levels the logic of the reputed Governors build member bank
they were to be charged prevail- for all interested people to see common defense of the Reserve reserves against all uncollected
ing discount rates. It was never and to discuss, while the Reserve authorities is that New York and casb items and eliminate the de-
intended that the Reserve banks authorities have at their disposal presumably other airports are ferred availability item?
SjjUld or C0J*^ ®x^e.nc^ credit and and use a gadget, not widely com- always in a fog and that the fog (5) Is it the contention of the
add to member bank reserves, as prehended and rarely discussed, ig growing denser and lasting Board of Governors that it may
is done through the float, free of which is in fact an accelerator. As longer. engage in practices not specifically
charge. - ^e.c* 28, this accelerator was «phe essence 0f tlie issue in prohibited by the Federal Re-
The Significance of the Float reserves8 into the^bankin^svsTem respect to the unwarranted devel- serve Act, or does the Board rec-

a „ reserves into tne oanKing system, 0Dment of the float is that the ognize that its powers are re-

n The float of $1,875,000,000, on rfree of any braking pressure, as Reserve authorities have been stricted by the authority grantedDec. 28, provided the member compared to the volume of re- fho^ schedules™ in that law?
banxs or the Fecreral Reserve bys- serves touched by the slight pres- Sffrrpi avanaSmfv <

tern and other clearing banks of sures of rediscount rates. aeferred avaiiaoniiv items, om-

May a Fundamental Law of
Congress Be Violated by an

Administrative Agency ^
^With Impunity?

A question of great importance

t'cuiarly since 1939, more than is' Investors Planning Adds
justified by the average time • m *■ ®
required to collect the checks and n'Specw to thB pINancIAl chronicle)
drafts which, when collected, may BOSTON, Mass.—Robert R. Det-
properly be converted into bank wiler, Herbert S. Freedman, Wal-
reserves for the collecting banks. ter F. Kisil, Michael Giaquinto
And what Congress needs to do
is to require the Reserve authori-

and Oscar G. Milner have joined

Now With Draper, Sears
(Special to The Financial Chronicle)

BOSTON, Mass.—Wade L. Grin-
die has become affiliated with

Draper, Sears & Co., 50 Congress

This advertisement is not and is under no circumstances to be construed as an offering of any of the securities

■■'-yi-'-l. for sale or as a solicitation of an offer to buy any of such securities.
The offering is made onlyr by the Prospectus.

tfF;W .ISSUE

the Federal Reserve clearing and
ffMlection.- <=v«tem with res^-^os" to

The float is not authorized by thatextent, free ofcost. The re~
the-Federal Reserve- Act, and serves,would support in bank de-
properly so since it involves the PP^Rs approximately 7.5 times
creation of reserves on the books Pafsu^l' ®r $i%ooA,a00,uU0, on me ^ 0— r

of the Federal Reserve banks for rhasts- of the _ average reserve re- to the people of the United States
member'banks of the Federal Re- QUirements then prevailing. * is w h e t h e r an administrative ties to lengthen those time Vched- the staff °f Investors Planning
serve'clearing and collection sys- • * The. borrowings . by member agency-may violate a fundamental uies on deferred availability items Corporation of New England, Inc.,
tern against uncollected checks banksjm Dec. 23, were $753,000,- law of Congress with impunity. so that uncollected items on the 6P, Devonshire Street
and drafts. * 000. The amount added to mem- Even though the development average during a week will not 00

'

The Federal Reserve Act speci- ,®n<t Other .clearing member of the float by the Federal Re- exceed deferred availability items
fies how member banks may ob- bank refe.™e*i "Yuie ^proper serve authorities may involve on the average for that week.
;tain reserves at the Federal Re- J"*®™ of'h^fl°awasalmosit 2-5 .technicalities which have thus far, All that a Congressional Com-
serve banks; and among the wavs jlmes ine; amount aaaea py tne apparently, escaped the attentiofi mittee need insist upon, to obtain
specified, one does not find R^ ^^^di^unU ai^.0f busy Congressmen the fact 'pktufe^ofvision .for building reserves which,discount rates neverthetes » that violations of use of uncoUected checks
against uncollected „checks and. e iev,. the Federal Reserve Act call into , . • . . , , . , „ ., v i

drafts. f : There has been-much discussion question the degree of responsi- an(t drafts as a basis for a part Street, members of the New York
"

Similarly the Act specifies hoW^^ reee*R^•'riionths of a tightening bility rof the Banking and Gur- of member bank reserves, are and Boston Stock Exchanges.
Federal Reserve banks may ex- * v •

tend credit to member banks; and
,, nowhere in the, law is it. provided , - -?

that the Reserve banksmay extend ; v k

; credit against uncollected checks ^ .
■and drafts floating through the
mails. If that were contemplated
by the framers of the law, then V
there was no proper basis for -

setting up "deferred availability
cash items" (deferred reserves) as : '
is done to offset "uncollected cash

'

items" in the balance sheet of the

.Reserve banks, and all "uncol- ...

rlected cash items" ($5,105,372;deo "^
Itas Of Dec. 28) , noi merely the
excess of uncollected items over

deferred availability items (the
float), could properly be con-

v: verted into reserves for the mem-
'

bers of the Federal Reserve clear¬

ing and collection system,
r Federal Reserve Boards of earl¬
ier years, whose members appar¬

ently bad more respect for law
4 apd sound principle as to bank

.. reserves than has been manifested

by Federal Reserve authorities in
recent years, recognized and re-

spected the fact that uncollected
: checks and drafts had no legal
r place in our Federal: Reserve Sys-
} tern as a means of extending Fed-
? eral Reserve credit and of creating
reserves for member banks. For

example, the Federal Reserve
Board stated in its Annual Report •

; for 1916, p. 170, that "It is mani¬
fest that items in process of col-

f lection cannot lawfully be counted
as part of the minimum reserve to

; be carried by a member bank with
' its Federal Reserve Bank." That

l statement is as correct today under .

the provisions of the Federal Re- . ;
serve Act as it was in 1916.

: The intent and provisions of
the Federal Reserve Act were and '
are that member banks' reserves
are to be built by deposits of cash
with their respective reserve

♦Statement submitted by Dr. Soabr to
the Senate and House Bankiner and Cur-

w rency- Ccmmittees, Jan. 6, 1956< - 1

$20,000,000
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Reasons ioi Confidence
In the Business Outlook

By LOREN M. WHITTINGTON*
Vice-President, Society for Savings, Cleveland, Ohio /

Bank investment supervisor expects a very good year for busi¬
ness with a 4% increase in Gross National Product to $400
billion, a 7% increase in business spending, and a 4% increase
in personal income. After describing fundamentals of pros¬
perity maintenance, Mr. Whitiington explains that a decline
in business-consumer confidence or an unexpected shock can
cause a decided change. A tenth successive new high con¬
struction year is seen with government spending at the same
level as 1955. Anticipates Iilile change in unit labor costs,
profit outlook and new capi'.al expenditures. Expresses no
alarm at the ratio of self-generated capital to borrowed financ¬
ing nor in the anticipated leveling off in consumer spending
and instalment credit accompanied by an increased debt repay¬
ment rate and higher inventories.. Counts upon augmented
advertising, personal tax reductions, and monetary authorities

to avoid deflation and runaway boom.

L. M. Whittington

In appraising the outlook for
business activity in 1956, we start
from a position that in most lines
is the highest peace-time level in

our : .history.
We are in a

period ■ of
boom, but the
general public
ctoes not really
think in that

term for the
reason that
e c o n ora ic

changes have
not been dra-
m a t i c for a

long time. For
ten years now
business has

been good as

measured by
all of the indexes of general ac¬

tivity; .

Business has, of course, fluctu¬
ated, but changes have been mod¬
erate. There have been two re¬

cessions in that period, each last¬
ing, about a year and amounting
to 10%. One was in 1949; the
other was from the summer of
1953 to the summer of 1954. In
1950 there was a boomlet caused

mostly by the Korean War. We
have had a decade of good busi¬
ness that has been above the

long-term economic growth trend
nearly all of that time.

It is significant that this ten-
year period followed our greatest
war, which was preceded by our
worst depression.

*An address by Mr. Whittington at
the "Annual Forecast Meeuie ♦ne
Cleveland Chamber of Commerce, Cleve¬
land, O.

State Priming Failure

During the period from 1933 to
the outbreak of World War II,
the Federal Government tried

many ways to bring about busi¬
ness recovery. In the main, the
government attempted to force a
business recovery with pump-

priming activities that put addi¬
tional cash in the hands of con¬

sumers. The cash was obtained

by increasing the Federal debt.
But the various schemes tried and

threatened by the government
provoked a pronounced lack of
confidence on the part of business¬
men, and a real recovery couldn't
get started. During that whole
period unemployment ranged be¬
tween 7 million and 13 million.

War Stimulus

Then came the war. Great and

rapid changes took place, in that
period output doubled, capacity
greatly increased the economy ran
at forced craft, and nearly tie
whole increase was financed with
Federal Government deficits. The

national debt increased five-fold,
or over $200 billion.

Among the American people,
and especially among businessmen
and research technicians, an ag¬
gressiveness and a virility came
out of the war period that has not
yet started to abate. Capitalism
flowered as never before. Two sit¬

uations particularly contributed
to a favorable climate for busi¬

ness. There was purchasing power,
in money in circulation and in
bank deposits, in an abundance
that was almost unbelievable. It
came from the $200 billion in¬
crease in the Federal debt. And

paired with this was a great de¬
mand for . the things that con-:
sumers were unable to buy during
the war, such as houses, autos*
and home appliances.1 Also, busi¬
ness corporations, in spite of very
high taxes during the war, had
accumulated from depreciation
reserves

, and retained earnings
large cash resources. The credit
standing of nearly all business
organizations improved during the
war. "

Transition Period

At the end of the war in 1945
industrial output declined over
one-third in less than a year. But
it was not alarming to business
since it was expected as a transi¬
tion from a war economy: to a

peacetime economy. That adjust-?
ment is the most recent;decline ■

exceeding 10% we have had.
For a time there was confusion;

in some industries as wartime

controls were lifted. Strikes were

widespread, and prices rose
. sharply in some lines. However,
at L is time a business recovery

got started that was carried for¬
ward by businessmen instead of
one pushed along by government .

It was based on confidence and

faith in the future, and to a busi¬
nessman that means confidence in
the prospects for profits.
Business enterprise was ven¬

turesome, and it was the heavy
industries, building and construc¬
tion, durable consumers' goods,
and a wide variety of capital
goods, which took up the slack
created by the reaction from the
war boom and laid the foundation
for the high level of business and
industrial activity which has pre¬
vailed with but minor setbacks
until the present time.

Prosperity Foundations

There are three basicvfunda-
mentals of this prosperity- that
must continue, and continue in
good balance, if it is to be long-
lasting and not generate the seeds
of its own destruction./,

These are:

(1) There must be a fairly con¬
tinuous and adequate flow of
capital into productive enterprise.
This is the prime moving force in
any period of prosperity. ' .

(2) The flow of capital into
new plant and equipment and
other facilities must be, large
enough to maintain approximately
full employment. Also, over a pe¬
riod of time the flow of new capi¬
tal into new facilities must be

large enough to increase the out¬
put per man-hour sufficiently to
more than offset any wage in¬
creases that may be granted. This
means the investment per worker
gradually increases, and it per-

New Issue

$130,000,000
, „ ^ .. • I • .

Federal Land Banks
3% Consolidated Federal Farm Loan Bonds

Dated February 15, 1956 Due February 15, 1957

Not Redeemable Before Maturity

The Bonds are the secured joint and several obligations of the twelve Federal Land
Banks and are issued under the authority of the Federal Farm Loan Act as amended.

The Bonds are eligible for investment by savings banks under the statutes of a majority of the States,
including New York and Massachusetts. The Bonds are also eligible for the investment of trust funds

under the statutes of various States.

Price 100%

This offering is made by the twelve Federal Land Banks through their Fiscal Agent,
with the assistance of a nationwide Selling Group of recognized dealers in securities.

John T. Knox, Fiscal Agent
130 William Street, New York 38, N. Y.

January 26,1956.

mits a rising trend in the standard
of living, .c; .<•'* v.;..*-■; : ,

(3) As a result of the first two,
the third fundamental follows. All
the purchasing power needed to
buy the goods and services pro¬
duced is created automatically by
the process of producing and dis¬
tributing them. However, nothing
forces the recipients of this pur¬

chasing power to spend it imme¬
diately on new goods or services.
The balance of the economy can

be disturbed if a disproportionate
amount is not spent or is used to
pay debts, particularly the latter.
These fundamentals must oper¬

ate in a framework that has a

fairly steady pattern of prices,
and an interest rate structure that
is high enough to encourage new
capital creation or savings on the
one hand, and low enough to pro¬
mote new risk-taking investment
on the other.

- From the standpoint of avoiding
a recession or even a depression,
the key to the continuation of
this prosperity is: Can the present
high rate of capital expenditures
be kept up? Basic in this consider¬
ation is t.ie fact that capital con¬
sists of savings; savings of .busi¬
ness and of individuals. Capital
is not created by bank loans. In
fact, the borrower increases his
capital as he pays down his loan.

Sound Credit Ratio
1

However, a virile capitalistic
economy uses credit, and that is
sound procedure if it is kept with¬
in certain limits. Large businesses
borrow money for long-term
projects by selling new bond and
stcck issues. These provide em¬

ployment for the savings of indi¬
viduals,. which are largely in
banks and insurance companies
and similar institutions. •; v;
V Eusiness expenditures on new

.plant and equipment, capital ex¬

penditures, are. running currently
about $33 billion a year. They
have been well above $25 billion
in each of the last five years. Of
the $30 billion, $20 billion is gen¬
erated within business itself from
retained earnings and from depre¬
ciation/. About $10 billion is bor¬
rowed. That is a very sound ratio
if business- as a whole puts up two
dollars of its own monev for e^ch
dollar it borrows. Of course, the
proportion borrowed differs great¬
ly among ..the various industries
and. among concerns in the same
industry. But on the whole, busi¬
ness credit is being used judi¬
ciously. Business debt has in¬
creased sharply in the last ten
years, but it started from a very
low base. Our economic expansion
has well warranted this growth of
credit. If the present pattern of the
sources of capital expenditures
holds, the growth of business
debts will not outrun increases in

productivity and income. In fact,
many producers with present vol¬

ume . of. sales /and earnings are
able

: to finance: themselves,, not
tmly for increased inventories but
for moderate expansion in plant
and equipment.

Profit Outlook
■ If any one segment of our econ¬
omy is the key propellant of busi¬
ness, it is business profits. Busi¬
ness profits made a record
high in 1955 by a fair margin,and
the outlook for profits in 1956 is
that they should be about as good
as in 1955. Total volume of sales
will be larger in 1956, but compe¬
tition is growing somewhat more
keen, and I expect profit margins
to be slightly smaller. However,
with promising new products and
improvements • of old products
coming out of the research labora¬
tories in record volume, business¬
men, particularly manufacturers,
will not hesitate in 1956 - to go
ahead with new capital expendi¬
tures on a scale at least as large
as 1955. And they will have the
funds to put these plans into ef¬
fect. The current tone of business

confidence is reflected in the al¬
most daily announcement that
some large corporation has plans
to spend many millions of dollars
in expansion over the next few
years.

Technological Advances

There is one other side to capi¬
tal expenditures that is not de¬
cisive, but it is interesting. Tech-
n o 1 o g i c a 1 improvements have
come along so swiftly since the
end cf World War II that many

concerns must spend substantial
sums cf money just to hold their
positions. For example, an older
department store must put in air
conditioning just to keep its cus¬
tomers from going elsewhere to
shop in t .e summertime. The de¬
velopment cf certain greatly im¬
proved production equipment has
caused some comparable situa¬
tions',^ manufacturing./ To the
extent that expenditures of this
kind are required, it means that
profits have been overstated in
recent years, because depreciation
reserves are not adequate to fi¬
nance the new expenditures.

Unit Labor Costs

In manufacturing, over-all unit
labor costs will be very little
changed from 1955. There will be
some wage increases and a fur¬
ther slight increase in productivity
.per man-hour, but Discrepancies
between companies in the same
industry are becoming more pro-

; nounced. The large, efficient,
"well-financed companies are more
than holding their own. Some of

■

t heir competitors, particularly
; marginal producers, may feel
more of a squeeze in profits. This

'

problem of a profit squeeze in
smaller companies will become

Continued on page 74

First National Bank of Middlelown
MIDDLETOWN, OHIO

Statement of Condition December 31, 1955

RESOURCES

Cash on Hand in Federal Reserve Bank, and Due from
Banks — $ 8,560,037.65

U. S. Government Bonds --———*— 10,985,727.23
State and Municipal Bonds — 3,938,558.94
Other Bonds and Securities '— — 1,022,053.06
Federal Reserve Bank Stock _ — 67,500.00
Loans and Discounts — —1 18,710,984.62
Bank Premises —— 561,661.65
Accrued Inccme — —-— r--'— 124,961.68
Expenses Prepaid I_: 24,818.46
Other Assets , 62,166.42

TOTAL —-I $44,058,469.71

LIABILITIES

Capital ! I - $1,100,000.00
Surplus :—'—
Undivided Prof.ts —

1,150,000.00
400,654.46 $ 2,650,654.46

Deposits I * — 40 973,561.25
Accrued Taxes, Interest, etc. —-—— ~ 184,815.17
Preoaid Income -— —-— 183 438.83
Dividends Declared Payable January 5, 1956 66,000.00

TOTAL _/ - - — $44,058,459.71

PARK PLACE BRANCH—CENTRAL AVENUE & SUTPHIN ST.
ARMCO BRANCH—EAST WORKS MAIN GATE

MONROE BRANCH—MONROE, OHIO
... CALVIN VERITY, President ,

Member Federal Reserve System—Federal Deposit Insurance Corporation

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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i -/>^^employers,or unions. We hold that
,, .®eCMitiidual has an equally in-s

not * to join if he
■"1 <■'*':■' i -^oesn'f want to join. >■

5 *■ <Yft

By charles r. sligh,
Chairman of the Board, National Association of Manufacturers
President, Sligh Furniture Companies, Grand Rapids, Mich.

Mr. Sligh lays down the principle that: organized labor and
industry.will be able to work in greater harmony if labor lead-, -

ers are guided more by economic reality; and will abandon;
efforts to achhve by political means what cannot be justified
at the bargaining table. Cites illegal use of union funds to

promote candidates, and offers a fi7e point "Code of Conduct"
for both organized labor and industry. Says entire economy of •

the coaniry is threatened with monopoly control through the '

merger of AFL and the CIO.

^ What Industry Expects of'^ V
i./Organized •Labor';-v.•./

Industry expects organized ..la-,
bor' to acknowledge and respect

^;l:^is tyight,f It expects the- leaders
ivi of/prganized- labor—out of their

.-.own pride in and respect: for*
n/n American tradition — to refrain

t/i^from efforts" to coerce people into
/ unions against their will. It ex-

;d//-pects them to cease their unre-
; > , mitting efforts to remove or cir-
/ / .cumyent the legal protections of
t"- • this right which are contained in.
s V Federal and state laws.

'.Industry expects that this right
;:r-' will not be violated by subter-

An old and wise diplomat once peaceful and mutually beneficial ^Hge happened in the case of
advised his young colleagues not relationships between employers Pleasant , Farms Dairy ot New
to spend their time in negotiations and employees which continue Jersey a small concern employ-
trying to read the mind of the year after year. Industry and or-;; orJ*y 93 people. The AFL
other fellow,
but to make
a b s o 1 u tely
certain the

other fellow
knew precise¬
ly what was

in theirs. .: /

I think both } -V
Mr. M e a n y
(President of

AFL-CIO)
and I have
come here this
noon with

somewhat the
same idea.
A n d" i t's a

Cnarles R. Siign, Jr.

ganized labor—at least that school Teamsters union wanted tnese
. of labor thought of which; Mr. pe?Ple to throw out their local
Meany is the foremost exponent ^pendent union and join up,
—agree on many things. „ They but only three of the employees
agree especially that America is. w.efeh1?1. ^avor , ,s0'/
the greatest country in the world picket lines around the plants of
and that the American system of' 1P1PPr^arl^ customers of this
free enterprise is the most bene- dairy, . and , by threatening to
ficial for labor and industry alike.'- picket the companies which sup-

a ii *11^ ^ ; ;/c plied it fwitfi milk cartons, tneAll the more reason then why 4jfficia]s Cf the teamsters, sought
we should clear up the areas m ,to .fo the little dairy andsitswhich we are in disagreement. If,-employees intQ the union fold. (

^ # v S?§ This is but a small instance ofguests will realize my frankness how union power is used tp deny
1S

,n^ea" to be constructive and. the legal and human right of freenot destructive. 1

choice , among working people. It
What incustry expects from or-;,could be multiplied hundreds of

<TnnH in<f whon not;™- ro.iUr &aniz€d labor breaks down, natu->times, because many unions seem

Sndhstand' Ih 2 ttm t rally my mind in'° thrGe areas: 'to operate on the toeory that the
some channe thev mav live in The area of individual liberty; . end justifies the means,
peace When labor and manage- The area of economic responsi-rV*'^}18*1^ a}so expects the lead-
ment uSand each other, toe bility; and • !t . '
prospect is increased that they.•■■-The' area of bargaining integrity, and violence. TherepiobpeLi is uicxeasea uidi uiey b. ... are instances without number, but
will ^ork together to build the I nv going to state plainly what ^ rcan :cite the recent notorious
progress, the security and Lie industry believes organized labor's ■ .. . . . . , n. .

abundance for everyone which a attitude and code of conduct should s*nke a&ainst the rerxect uncle
nation of free people can create be in these three areas. I'm glad Corporation, of New Castle, Ind.
for themselves. ; / / Mr. Meany has expressed his to compel the company to sign a

~

First, let me point out that there views to us with equal clarity and
is no natural antipathy between I can assure him we will ponder
the interests of labor and manage- these views carefully."
ment in this country. This is evi- In the area of individual liber-
denced by 'the great number of ty*^ we hold that every American

. / ; ; . has the inalienable right to join
/An address by Mr. Sligh at the 6oth a jaj30r union and have a voice in

Congress of American Industry sponsored .... . ,

by the National Association of Manufac- lts activities, and that this right
turers, New York City. should not be denied either by

union shop agreement.

/ This plant of the company em¬

ploys only about ,250 people. Yet
a union recruited a mob of five
thousand from all over the state

,—qnd many from out of state—to
march on "one hundred employees
in the plant who refused to join
.uie waiKout.

In the^ensuing violence, people
inside and outside the plant were
wounded by gunfire. Some of
those inside were women. . ./ >

"I can cite the case of the recent
strike against Southern Bell Tele¬
phone Company, in which people
who did not choose to join the
walkout had their homes and cars

pelted with bricks and eggs, had
their tires slashed, and received
'phone calls threatening bodily
harm to themselves and destruc¬

tion to their houses and their

property. Hatchets and knives
were used to sever telephone ca-,

bles, guy wires were Cut from
utility poles, and representatives
of the company were shot at and
otherwise threatened.

, / ■: /

/ Every responsible labor leader
should resolve to put an end to
such lawless incidents, which deny
every tenet of our proud civiliza¬
tion and bring disgrace and shame
to every sincere American,

f The doctrine that the end jus¬
tifies the means has no place in
American life, and it is particu¬
larly abhorrent when the means
used violate liberty and the right
of every law-abiding citizen to be
secure in his home and in his

person. t

Should Be More Democracy in
Unions

It is not niy place to lecture
union leaders on the conduct of
their union affairs, but industry
believes there ought to be a lot
more of the democracy of which
these leaders boast in the opera¬
tion and internal administration
of unions. <

We think the union member

should have a real voice in all
measures affecting his welfare—

a voice that is listened to—andt
that this ought to apply particu- ?

larly to the calling of a strike. We ,
do not believe a union member |
should be required to submerge *
his' personal interests unduly or !
altogether in the interests of the
group. We think every man in
this country is entitled to advance
as far and as fast as his abilities
will take him, and that he should
not be held down by group in¬
terests, as expressed, for example,
in overly-rigid seniority rules.
Tco often in the constitutions of

unions, democracy is all shadow
and no substance. The top officers
oL some internationals control
elections and conventions.' In some

situations they can remove local
officials who disagree with them
and then appoint their own men
as trustees. On the other hand,
there often is no effective method

by which arrogant or selfish offi¬
cials may be removed by the
rank-and-file. In too many cases
the right of dissent is denied and
insurgency is dealt with in sum¬

mary fashion..;
Dire things continually are hap¬

pening in some union circles to
those who try to exercise their
democratic rights. Time and again
attempts to voice a protest or a
counter opinion at union meetings
have led to the dissenter being
thrown bodily out of the. hall.
Such people are marked as trou¬
ble makers and, if they persist,
are often thrown out of the union
as well and barred from their
means of livelihood. / \

There is something vastly
wrong, either with the organiza¬
tion or with those in power with¬
in it at the time, when such
disciplinary measures are consid¬
ered necessary.

In the area of economic respon¬

sibility, industry expects that or¬
ganized labor will recognize that
in a free economic society indus¬

try and trade must compete to

Continued on page 84

FIRST NATIONAL BANK IN GRZENSBURG
GREENSBURG, PA.

DECEMBER 31, 1955

- ASSETS

Cash on Hand and in

-Banks i,,.. $ 3,677,983.78

United States Gov't Secu¬

rities.. 9,738,732.17

Other Securities 122,000.00

Loans 9,736,531.51

Bank Building, Furniture
and Fixtures 301,657.89

Interest Earned, Not Col¬
lected .... 64,282.01

Prepaid Expense... 14,843.15

'. Total Assets $23,656,010.51

TRUST DEP

, ^ Trust Funds.;

, : OFFICERS

PAUL S. BAIR President

■J. REGIS WALTHOUR Vice President

and Trust Officer

JOSEPH K. ROBINSON___Vice President
and Cashier

JOHN H. COULTER __/Vice President

JOHN RIAL Trust Officer

MARIE H. HARROLD Asst. Trust Officer

CARL C. EROWN Assistant Cashier

J. A. THOMAS, JR—...Assistant Cashier

JOSEPH F. MITCHELL Asst. Cashier

MARGARET B. ANDREWS—Asst. Cashier

LIABILITIES

Capital $ i 600,000.00

Surplus 1,200,000.00

Undivided Profits.. 234,804.98

Reserve for Taxes, etc... 244,070.16

Discount Collected but not

Earned 159,898.79

Demand Deposits 14,523,799.72

Time Deposits 6,628,481.24

Dther Liabilities 94,955.62

Total Liabilities... $23,656,013.51

ARTMENT

....... $9,520,480.99

DIRECTORS

Paul S. Eair John E. Kunkle, Jr.

J. Z. Burket ■ • - J. Edward Mitinger

John H. Coulter 1 K. S. Nevin /

Jay C. Jamison, Jr. John W. Pollins

Thos. S. Jamison, Jr. Joseph K. Robirjson.s

/ / . J. Regis Walthour

INSTALLMENT LOAN DEBARMENT

F. E. Heasley Manager

NEW ISSUE

590,425 Shares

Chemical Corn Exchange Bank
Capital Stock

(Par Value $10 Per Share)

Chemical Corn Exchange Bank is offering to the holders of its outstanding

Capital Stock rights to subscribe for the above shares at the subscription price of

$44 per share, at the rate of one (1) additional share for each eight (8) shares

held of record at the. close of business on January 19, 1956. The subscription

rights will expire at 3:30 P.M., Eastern Standard Time, on February 8,

1956. During and after the subscription period, the several Underwriters may

offer Capital Stock subject to conditions as set forth in the Offering Circular.

Copies of the Offering Circular may be obtained in any State only from such
*

of the several underwriters named in the Offering Circular and others
as may lawfully offer these securities in such State.

Kuhn, Loeb & Co. The First Boston Corporation

Hemphill, Noyes & Co. V/. C. Langley & Co.

January 20, 1956.
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THE MARKET... AND YOU
By WALLACE STREETE

The first bright spot of a
year that has been dour so
far showed up this week
when stocks put on a rather
spirited rally for the first time
in the downdrift that has been

underway for n e a r 1 y four
weeks. Steels, which have
found business good despite
auto cutbacks, and the long
neglected oils were prominent
in ability to rebound and a
few rails were also able to

step into the limelight oc¬

casionally. Aircrafts were also
among the better acting
groups, since deliveries to
change domestic transport
from piston-engine to j et-
driven will continue not only
through next year but the fol¬
lowing one as well.
Earnings of the steel com¬

panies, due to start arriving
with Bethlehem's meeting to¬
day, are generally expected to
be all and more that has been

expected. Bethlehem's 1955
report is expected to show be¬
tween $16.50 and $18 against
$13 the year before, Big Steel
up over $6 against last year's
figure of a bit more than $3
with expectations of more
than doubled profits in Alle¬
gheny Ludlum, Crucible and
Sharon. This is hardly grist
for a bear market in steel is¬

sues. And industry expecta¬
tions of peak operations now
stretch out as far as Septem¬
ber in specific cases.

The automotive picture is a

definitely murky one at the
moment, with the stock mar¬
ket fully reflecting the inde¬
cision. General Motors has

been able to resist selling most

successfully similarly Chrys¬
ler, while selling down hard
at times, has also been able to
bounce back better when the

going was good.

Ford Price Stabilized

Ford Motor, rounding out
its first week of public own¬

ership, showed good stability
with plenty of evidence of the
lay public moving in for bar¬
gain hunting, once the shares
had worked down from the

high initial premium to the
price posted on the issue by
the underwriters. The price

reached $70.75 as the under¬
writing began at a $64.50 tag.
But after touching the base
price briefly, the over-the-
counter stock stabilized at
around $65 or a shade higher.
The underwriters have indi¬
cated that they had not had
to move in with any stabiliz¬
ing operations;
Whether the wayward mar-

i ket has decided to change its
ways is far from clear, al¬
though the list did find at
least momentary support at
the 458-60 level, where it had
been expected rather widely
to make a stand. The fact that
the list broke out of its No¬
vember - January trading
range on the downside was a
sour note thatwill need either
time, or definite action to the
contrary, to rebuild c o n f i -
dence. The markets are still

highly selective and a some¬
what rare instance was re¬

corded with the list rallying
when more issues did nothing
than decline which is a defi¬
nitely new note.
The constant hunt for is¬

sues behind the market that
could be expected to do bet¬
ter eventually, even in uncer¬
tain markets, was a leading
preoccupation. Efforts to bet¬
ter the lot of the farmers

quite obviously brought to
the spotlight some of the de¬
pressed issues in this circle,
including International Har¬
vester which, while popularly
linked almost entirely to farm
prosperity, nevertheless has
diversified broadly in recent
years. Its truck division, in
fact, already accounts for
more than the farm equip¬
ment lines. The stock sold

higher at its peak in 1951,
1952 and 1954 than its price
tag has been recently.
Something ofakindred

company, also backward of
late, is Spencer Chemical
which has been more identi¬

fied popularly with agricul¬
tural chemicals than with di¬

versification. However, the
company has moved impor¬
tantly into the petrochemical
scene with its low labor fac¬

tor on top of the generally
low factor that prevails in

"FOR SALE"

(A) Canvas Bound Chronicles from 1926 —- to the

end of 1953 available in N. Y. C.

also

(B) 84 bound volumes of the Chronicle including
the Bank & Quotation Record, covering the years

1908-1928 inclusive.

Phone REctor 2-9570 Edwin L. Beck

c/o Chronicle, 25 Park PI. N. Y. 7

chemical processes. Expansion
has also eaten heavily into
available -cash recently, ac¬

counting to some measure for
its slow market behavior,
with indications that the turn

for the better is at hand or

close by.

A Newly Diversified Auto
Issue

Borg Warner, linked with
the fate of auto issues solely
in the past, was able to show
some superior action in mo¬
ments of market heaviness,
which is a case where its di¬
versification has started to

pay off. Even with the high
1955 auto tempo, auto sales
were comfortably under the
50% mark for the company.
At recent levels the stock has
been just about where it was
when it was split 3-for-l a
full year ago, which is no re¬
flection of the improvement
in earnings, a higher dividend
and prospects for future bet¬
terment.

A Businessman's Speculation

Phillips Petroleum, around
which the natural gas control
fight centers, has been a pet
trading item for those who
believe that they can cor¬

rectly predict Congressional
action to take the price shack¬
les off the industry. It natu¬
rally has made the stock
swing with the market on
wider , moves generally, but
has served somewhat to ob¬
scure the basically dominant
position the company has in
all branches of the oil indus¬

try and its ability to turn in
good profits even under Fed¬
eral price controls. It quite
obviously is expected to be
the issue that will benefit
most if the Harris Bill to take
over price controls becomes
law. It is what some services
like to call a "businessman's

speculation." t_

Westinghouse continues to
rate high as a candidate for
price appreciation once its
costly labor troubles end. The
company has the same attrac¬
tiveness to many that Chrys¬
ler did at the depths of;its
troubles more than a year

ago, when the issue sold in
the 50s before it brought out
a new line and turned in a

year that enabled the stock
to climb over par. The stock
has since retreated more than
20 points below its peak and
still has a vociferous follow¬

ing that maintains the com¬

pany will be able to better its
results this year with a hard-
selling drive even in the face
of a cutback in auto business

generally. In addition to the
slow sales that have brought
layoffs by Chrysler, it has
also had to contend with a

shortage of parts because of
labor difficulties among its
suppliers.

Electronics Issue Picks Up a

Following
Emerson Electric has also

been widening its followers,
largely because of a shift in

top management in 1954 with
a subsequent new stress on
cost reductions and a widened
line of products. The company
had highly cyclical results
during much of its life be¬
cause of its heavy reliance on
limited commercial markets.

The line now ranges from
power tools, all sold under
the Sears "Craftsman" name,
to major electronics work as
well as military rockets plus
an imposing position in the
fan business. This in addition

to its major occupation—elec¬
tric motors.

The oddity of the week be¬
yond question was American
Hawaiian Steamship, whose

head proclaimed flatly that
the market price of the stock
had reached a level not war¬
ranted by internal develop¬
ments. It is one of the few
times in market history that
corporate officials have taken
so flat a stand when their
stock had been acting spectac¬
ularly. The stock, up from the
60s only a few months back
to nearly $132, promptly fell
back below par by a good
margin, to give traders a new
facet to ponder.
[The views expressed in this

article do not necessarily at any

time coincide with those of the

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

Connecticut Brevities
Pratt & Whitney Co., Inc., a

subsidiary of Penn-Texas Corpo¬
ration, has purchased the assets
and business of Sterling Die Com¬
pany, Cleveland. Ohio, manufac¬
turers of self-pointing sheet metal
screw dies and other types of
dies. The addition of the new

business, which will be operated
as the Sterling Die Division,
rounds out Pratt & Whitney's line
of thread rolling dies.- The busi¬
ness of Sterling will continue in
Cleveland under the present man¬
agement and plans are underway
to increase its capacity.
F-y-'-K.-.: * * *

Stockholders of Stanley Works
Company at a special meeting on

January 10 approved the recom¬
mendation of Directors to increase
the authorized common stock from

853,902 to 1,250,000 shares. Fol¬
lowing the stockholders' meeting,
the Directors voted to pay a stock
dividend on February 2 of one
new share for each three shares
held of record Jan. 17. A quarterly
dividend of 60 cents a share was

also voted payable March 29 to
holders of record March 15. This
dividend is a continuation of the
same rate dividend paid prior to
the stock dividend. Stanley re¬

cently purchased Denison Corpo¬
ration of Florida, now Stanley
Building Specialties Company, at
a cost of over $l1/3 million. The
new subsidiary produces alumi¬
num windows, doors and jalousies.

* * *

Kaman Aircraft Corporation
has been awarded a contract by
the office of Naval Research to
conduct research on an annular-

wing or ring-wing type of air¬
craft. This new type of aircraft
can be described as -a "flying
barrel" consisting of a circular or
barrel shaped wing which is open
at each end and which contains
a smaller body supported within.
The ring-wing aircraft can be
powered by conventional piston
engines, gas turbine driving pro-
pellors or by jet engines. It com¬
bines certain advantages of heli¬
copters and of airplanes in that it
can take off and land vertically as

well as fly forward at speeds com¬
parable to those of more standard
types of airplanes.

* ' * *

The Hamilton Standard Divi
sion of United Aircraft Corpora- plant.

tion has announced expansion
plans at both of its major plants.
The Windsor Locks plant, com¬

pleted in 1952 and containing
about a million feet of floor space,
will be enlarged by more than
25%, including addition of another
floor to the office building and
210,000 square feet of new manu¬
facturing space. The Broad Brook
plant, previously used in part for
experimental machining and for
records and files, has been par¬

tially converted to manufacturing
operations. The Division produces
jet engine starters, fuel controls,
air conditioning and pressuriza-
tion systems, hydraulic pumps and
pneumatic valves for turbine
powered aircraft as well as many
types of propellors for use with
piston and turbo-prop engines.

* * * ..

Piatt* Bros. & Company of
Waterbury are in the process of
rebuilding their plant, damaged
in the two major floods of 1955,
at an estimated cost of $250,000.
The Company produces rolled
brass items.

The Farrel Birmingham Com¬
pany, whose main plant is located
in Ansonia, has bought the pat¬
ents and drawings for a line of
presses from the Press Division of
A. H. K. Porter Company, New
Jersey, Manufacturing operations
will be carried on at Farrel's pres¬

ent plants in Connecticut and in
New York.

* * *

The United Illuminating Com¬
pany has begun construction of a
new generating station in Bridge¬
port at an estimated cost of about
$10 million. The new station is
part of the bulk power system un¬
der an agreement between United,
Connecticut Power Company, Con¬
necticut Light & Power Company
and Hartford Electric Light Com¬
pany. Through this agreement the
four companies are coordinating
their present systems and future
installations to meet load require¬
ments on a one-system basis. The
new Bridgeport installation is
scheduled for operation in the fall
of 1957. United is also studying
Charles Island, located off Mil-

ford, as a possible site for a

future nuclear reactor power

I
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Business and Bond Price Prospects
By ROBERT VAN CLEAVE*

Assistant Vice-President, C. F. Childs and Company

Y Slowed upward trend requiring less money to finance is seen

by Mr. Van Cleave as encouraging prospect for stable or

possibly improved bond prices. Terms present bond price
gyrations unjustified, and says credit policy of Federal Reserve
is designed to affect level of economic conditions rather than
level of interest rates. Holds reversal of farm price trend

"might make inflation visible." v

I would like to have been able
to bring you some neat, well-
rounded, and , confidently - held
forecasts on the outlook. Unfor¬

tunately, I have been unable to
arrive at any conclusions or fore¬
casts in which very much con¬
fidence can be felt. It. is one of
those iffy, on-this-hand-on-the^
other-hand periods of time. There
are too many points on which we

just dcn't know what's going to
happen. And in my opinion it is
always better to recognize frankly
what we don't know, than to pre¬
tend that we have perfect knowl-..
edge, and then proceed to act on
this bit of self-deception.That
can be dangerous.-; • '. '
But before you invite me to put

my notes back in my. pocket and
sit down, let me take a look at the
situation. There are some things
which can be seen fairly clearly,
even if others are not so clear.
And even if therefore we can't

quite see what the total adds up

to, we may at least reach some

tentative conclusions.

: : Federal Reserve Policy ;

For one thing, we don't need to
fear whimsical or capricious inter¬
vention by the Federal Reserve
System in the bond market. I'm
sure I don't need to re-argue with
you the inter-relationship of all
markets for money and of all in¬
terest rates—from call money and
Federal funds out to mortgage
rates and rates on consumer loans.
Some are more volatile than

others; some, like the instalment
loan rates, are extremely sticky.
But a tightness or loosening in
one sooner or later is reflected in
all others. They are not air-tight
sealed compartments. I think we

may take that as granted.
It is of course the tremendous

power of the Federal Reserve Sys¬
tem to affect all interest rates

which makes System operations
interesting to you, even though
perhaps you are not directly in¬
terested in Federal funds, and buy
hardly anything but mortgages.
One of the significant bits of
progress made during the past
several years has been the in¬
creased- understanding that the
System now intervenes in the
money markets with one motive
only—to do what it can. to pro-;
mote and assure stable and sus¬

tainable growth. It is interested
in economic and business condi¬

tions, and not in levels of interest
rates. As the IBA government
securities committee reported in
December, experience now should
have demonstrated to all that
there are no ceilings on interest
rates. Those who thought that
the 2.4% bill rate of June, 1953,
established an upper limit now

have learned otherwise.; I think

that also can be taken as true,

whether or not the year is divis¬
ible by four

Business Outlook: The Weak Side

So the thing to do is to try to

guess what business in total is

going to do, and this is where the
situation becomes so very iffy. V
On the one.hand:
Demand for goods financed by

net increases in personal debt on
instalment loans and mortgages
this year will not be as great as

last year, and may be consider¬

*Substance of an address by Mr. Van
Cleave to Group II of the Savings Banks'
Association of Connecticut, Hartford,
Conn., Jan. 24, 1956.

ably less. Individual mortgage
debt went up about $13 billion
and instalment debt somewhat
more "than $5 billion last year.
This may reduce total demand for
finished products. Y

'

Farm prices arid income are a
weak spot frequently pointed out,
though it may be noted that they ,

have been a weak spot ever since
the Korean War, and a political
football since the last century, but
have not prevented the total econ¬
omy from reaching all-time highs.
A substantial stock market de¬

cline—on the order of 20% or-

25%, say, could be a shock to con¬

fidence, which would cut down
spending by individuals and busi¬
ness. 1 . . I
A Treasury cash operating sur-.

plus in this calendar year, of per¬
haps $2 billion or $3 billion, may
exert some: deflationary effect.
But note that all of this will occur
in the first half, while present
momentum still is high. Therq
will be a deficit in the second

half, as usual. Note, a deflationary
effect need not necessarily follow.
The cutback in auto and house

production, already in effect, un¬
deniably ' has a depressing ten¬
dency, though I think it is possible
to exaggerate it. It may produce
some rise in total unemployment,
some drop in incomes of those
affected, and perhaps may influ¬
ence those workers to hold down
their spending.
If consumers stop buying, busi¬

ness and producers may cutback
their buying also, and trim down
their projected plans for expan¬
sion and modernization of plants,
lay off more workers, and, in
short, commence another of those
once-familiar downward spirals.
Does anyone think a downward
spiral is imminently foreseeable?
I don't. '

The Strong Side

On the other hand, there are

certainly offsets to the deflation¬
ary factors. Despite the forecast
drop in house-building, total ex¬
penditures for construction are

expected by the Commerce De¬
partment to be 5% higher than
last year—$44 billion against $42
billion. This represents a demand
for workers and for material.
Even expenditures on houses by
individuals are forecast to be no

lower, because of increased
modernization and repair and be¬
cause houses are larger and more

expensive.

Expenditures by government at
all levels will be higher, and this
is another of those points on
which we can feel some assurance.

State and local governments last
year spent about $30 billion, and
this may be $2 or $3 billion high¬
er this year. Federal Government
spent around $45 billion, prob¬
ably, and this item too is going
up. Defense costs are edging up
because those needs call for heavy
goods and materials in the very
area where supplies are short and
prices rising. Non-defense like¬
wise can be seen on an up-trend.
The farm program—hardly likely
to meet much opposition—will be
costly. So also will a road pro¬

gram, almost certain to be adopted
this year, and aid to roads, health,
education, reclamation, soil banks,
farm prices, other things.
Capital investment by business

— -expenditures on plant and
equipment — are projected at
levels some 12% or 13% higher
than last year. Now we all know
that plans are subject to change,
and some businessmen certainly
can cut down or delay their plans

if the outlook begins to look dark.
But we all know, too, that much
of the planning of business now

being done is long-range plan-
ning. It is made in the full knowl¬
edge that between now and 1965
there may be small and temporary
setbacks, and the prospect of
these setbacks has not deterred
them. For one excellent example,
the airlines which have placed
firm orders for new aircraft at
costs running well over a billion
will-not cancel them this year,
because they have no expectation
of putting the new ships : into
service before 1958 or 1959. Simi¬

larly with those building atomic
and electronic plants, and those
who are producing the wonderful
machines which will give us the
thing called automation. Tele-,
phone and electric utilities go on

expanding. All these require men
and materials. In short, there
must be some very large part of
projected capital I investment
which cannat be thought of, as.
subject to cutting back.

/ Wage rates—which means cost ,

of production—are going up. The
25' cent boost in the; statutory
minimum wage taking effect
March 1 is estimated to benefit
some 2,000,000 workers to the ex¬

tent of an average 13. cents per
lhour. Those, above the minimum
will expect to be upgraded, too.
Wage contracts now in effect will
provide automatic increases rang¬
ing from 6 to 11 cents an hour for
around 2,750,000 workers. New
contracts to be negotiated this
year will affect practically all
lines, and one Washington observ¬
er thinks settlements finally will
come out 5% to 7% higher than
the old scales when new fringes
are included.

And when thinking of personal
income, we must not leave out a

reduction in personal taxes which
certainly is a possibility this year.
Some few Senators, it is true,
have announced their opposition
to such a thing. This itself is a

sufficiently startling phenomenon
in an election year to be note¬
worthy. If you think about it,

you must conjecture that the
economists advising those Sen¬
ators probably have a pretty in¬
flationary outlook. :

Nor does it follow that the in¬
crement to purchasing power is
merely equal to the increase in
income. Practical observation
leads us to think, rather, that ad¬
ditional income very often is
treated as a margin, or base, for
additional borrowing.
There is still another point on

the inflationary side to be men¬

tioned. Much has been made of
the "sound dollar" provided by
Administration policies. By that
is meant that price indexes have
been relatively stable, so that the
purchasing power of the dollar
has changed but little in recent
years. Y. ';/':/■•/"; //■•'r ,Y. / /'/■/•
But the stability of the indexes

has resulted from rising prices for
metals, metal products, machinery
and allied products, building
materials, and a host of other
things, offset only declining prices
for farm products. And even at:
that, wholesale prices have been
inching up for about a year, and
consumer prices since last sum¬
mer. ; , /./, « , - it"
We ought to give some thought

to what may happen if the Ad¬
ministration, supported over¬

whelmingly by both sides in
Congress, actually is successful in
checking or reversing the decline
in farm prices. The statistical sta-.
bility of the total index then
might be ended, and be followed
by an upsurge. The price index,
in a word, might make inflation
visible.

This does not necessarily have
to happen, of course. It is another
of those iffy items. Demand for
metals and other items in the in¬
dex conceivably might fall enough
to stop their prices from rising,
and thus maintain stability. But
that will depend upon other de¬
velopments yet to be seen.

One of the strongest points in
the business outlook as I gee it is
personal consumption expendi¬
tures. Such spending accounts for

two-thirds or more of total Gross
National Product pretty regularly,
and I feel a confidence amount¬

ing to conviction that this figure
is going to continue rising. I think
that very often the vast political
and sociological as well as eco¬
nomic changes which have taken
place during the last two decades
are given insufficient weight. All
these things together have result¬
ed in a huge increase in the mid¬
dle classes, measured by income.
They have created a huge and
growing desire for more and bet¬
ter material things; a feeling that
we are all entitled to and must
have a steadily rising scale of liv¬
ing. There is a feeling too, because
of social security, pension and re¬
tirement plans, contractual sav¬

ings, and the like, that one is free
to and justified in spending a

great deal more out of current
take-home pay and in borrowing
more heavily. In short, I just can¬
not bring myself to believe that
people voluntarily are going to
stop spending and go in for aus¬

terity.,^ -v../;/'

Y/.-Jy The Balance
Now, where does the balance

lie? My own feeling—and it can
hardly be more than that—is that
it lies on the side of a further up¬
ward trend for the economy as a
whole.: That movement cannot

possibly be as rapid Or go as far
as it did in 1955, if we assume
that the dollar is to keep a rea¬
sonable stability in purchasing
power. A considerably smaller
rate of growth—say, just for ex¬

ample, 4% instead of 7%—would
be likely to keep us still bumping
against ceiling capacity in many

basic lines. A 4% rise in GNP

would give us about $405 billion
for the year as a whole, against
about $388 billion for 1955, and
$360 for 1954.
But this is still iffy. The factor

of psychology—of popular senti¬
ment—cannot be left out entirely.

Continued on page 80
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Revised Proxy Rules of the SEC
; By ANDREW DOWNEY ORRICK*

Commissioner, Securities and Exchange Commission

SEC Commissioner defines and explains the term "proxy and
the recent revised proxy rules. In spite of administrative diffi¬
culty to check proxy statements in advance to protect the
public, SEC head affirms intent to execute standards of fair
disclosure in accordance with Congressional concern to correct

proxy abuses by both sides in management contests.

A. D. Orrick, Jr.

In discussing the revised proxy
rules1 of the Securities and Ex¬
change Commission and the role
of the Commission in proxy con¬

tests, two fun¬
damental con¬

cepts should
be kept in
mind. First,
the Commis¬

sion, as an in-
depend ent
re gulatory
agency of the
United States

Government,
acts in the

capacity of an
objective, im¬
partial umpire
i n examining
the proxy ma¬
terial of participants. The Com¬
mission must be, and always is,
fcrupulously neutral; it neither
takes sides nor plays favorites in
proxy contests. Second, the rules
of the Commission governing
proxy solicitations have been de¬
veloped within the framework of
the comprehensive statutory pat¬
tern of the Federal securities acts.
'Che principal objective of these
rtatutes is to preserve, with re¬

flect to new issues of securities
.cold to the public in interstate
commerce and issues of securities
listed and traded on national se¬

curities exchanges, free, open and
honest securities markets by re¬

quiring full disclosure of all ma¬
terial facts and by preventing the
dissemination of false and mis-
leading statements concerning
companies and their securities.

The statutory authority of the
Commission to regulate the solici¬
tation of proxies rests on Section
34 of the Securities Exchange Act
of 1934.2 Subsection (a) provides
that it shall be unlawful for any

person to solicit or permit the use
of his name to solicit any proxy,

consent or authorization in respect
of any security registered on any
national securities exchange in
contravention of such rules and

regulations, as "the.;. Commission

)*An address by Mr. Orrick at the
Securities Regulation Round Table Meet¬
ing of the American Law School Associa¬
tion, Chicago, 111., Dec. 29, 1955.

may prescribe as necessary or ap¬
propriate in the public interest
or for the protection of investors.
This broad grant of administrative
power is limited only by the
standards encompassed in the
words ''public interest" and "pro¬
tection of investors." These stand¬
ards have been judicially recog¬
nized as reasonable, adequate and
sufficiently definite guides for ad¬
ministrative action.3
At the time of the enactment of

the Exchange Act, the proxy had
become a device for continuing
management in corporate office
and for ratifying its policies. The
control of corporations by insiders
had been perpetuated through the
solicitation of proxies by manage¬
ment, which simply requested
that stockholders execute and re¬
turn proxies without disclosing
the purposes for which the proxies
were to be used.4

The legislative history of the
Exchange Act indicates, however,
that the Congress was concerned
with the abuse of proxies by
seekers of corporate power as
well as by entrenched manage¬
ment. The Congressional reports
state that "the rules and regula¬
tions promulgated by the Com¬
mission will protect investors
from promiscuous solicitation of
their proxies, on the one hand,
by irresponsible outsiders seeking
to wrest control of a corporation
away from honest and conscien¬
tious corporate officials; and, on
the other hand, by unscrupulous
corporate officials seeking to re¬
tain control of the management

by concealing or distorting
facts,"5

Present Rules Outmoded

The proxy rules that are now
in effect were designed primarily
for the conventional solicitation
of proxies by management where
solicitations in opposition to man¬

agement did not occur. In recent
years, many bitterly-fought proxy
contests between management and
opposing groups ' for control of
large and important corporations
have strained t-h$ administration
of these rules. In 1954 there were

21 contested elections, and in 1955

there were 17. As novel situations,
which were not specifically
covered by the proxy rules, de¬
veloped during these contests, it
became necessary for the Com¬
mission to improvise and inter¬
polate administratively, so that
reasonable adherence to the
standards of fair conduct and ac¬
curate disclosure contemplated by
the statute could be achieved.
For the past two years the Com¬

mission has been intensely study¬

ing the operation of its proxy
rules in contested proxy solicita¬
tions. A comprehensive revision
of the rules, clarifying their ap¬
plicability to proxy contests, has
recently been completed. In order
that the legal theory underlying
the rules may be. understood, the
legal relationships between se¬
curity holders, corporate directors
and proxies will be briefly de¬
scribed before discussing the sa¬
lient provisions of the revised
proxy rules.

Proxy Voting Essential
The right of corporate vote

usually attaches to, and is an in¬
cident of, the ownership of a share
of stock. It is a property right of
the security holders.6 At common
law stockholders were not per¬
mitted to authorize another per¬
son to vote their shares, but the
trend toward professional man¬

agement of corporations and pub¬
lic ownership of corporate securi¬
ties has made voting by proxy es¬
sential for the conduct of busi¬
ness at meetings of shareholders.
The statutory law of the various
states has conferred upon stock¬
holders the right to vote by proxy
in accordance with the provisions
of the corporate charter and by¬
laws.7 '•

The term "proxy" has a two¬
fold meaning. It refers to the
authorization given by the owner

of a share of stock to another per¬
son to represent the security own¬
er in a stockholders' meeting and
to vote the shares pursuant to,
instructions. The term is also used
to refer to the person who holds
the written authorization. The
legal relationship between a proxy
and a security holder is that of
an agent to his principal. Its for¬
mation, however, is inverted,
since it is the agent who initiates
the authorization through solici¬
tation of stockholders for appoint¬
ment as trustee of the voting
rights of stockholders. The fidu¬
ciary relationship is created when
the person seeking the support
of stockholders offers himself as

an agent to manage their property
rights.8 The legal concepts ap¬

plicable to fiduciaries are also
generally considered to govern
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the conduct of directors in the
management of corporate affairs.9
;A The proxy rules affirmatively
direct that certain basic informa¬
tion concerning the action to be
taken at a corporate meeting must
be furnished to stockholders in
the form of a proxy statement.
Solicitation cf proxies is prohib¬
ited unless the proxy statement
and ail other written proxy so-
iciting material, except press
handouts, speecnes and scripts,
have been filed with tne Commis¬
sion in advance of distribution.
The documents are processed to
determine whether they appear to
comply with the disclosure stand¬
ards of the rules. The Commission
does not purport to pass upon the
merits, or underwrite the accu¬
racy or adequacy of, or give ap¬
proval to, the statements made.
The responsibility for the truth,
accuracy and fairness of every
piece of proxy material filed with
the Commission rests with persons

soliciting the proxies.

Commission's Powers

If the Commission concludes
that any soliciting material is ob¬
jectionable in some particulars,
it indicates to the proxy solicitor
that revisions, additions or dele¬
tions should be made. The Com¬
mission is empowered to institute
proceedings in the Federal Dis¬
trict Courts seeking to enjoin the
so.icitations, or compel tne re-

solicitation, of proxies, or restrain
the voting of proxies, where it has
reason to believe that misleading
statements are being used to ob¬
tain the support of security hold¬
ers. No statutory authority exists
for the Commission, by its own

administrative-action, to compel
the correction of false or mislead¬
ing proxy material or to prevent
solicitations in disregard of its
rules. However, the possibility
that the Commission may enlist
the assistance of the Federal
courts to prevent the use of ma¬
terial that the Commission be¬
lieves to be incomplete, mislead¬
ing or incorrect Is a powerful
deterrent to any wilful violations
of the rules. In the absence of a

heated contest for corporate con¬

trol, persons filing proxy material
with the Commission have usually
cooperated in making appropriate
revisions in accordance with its

suggestions prior to commencing
any solicitations.
The proxy statement provides

the security holders with a broad
base of financial information
about the company, as, well es

specific information about the
persons seeking to be elected di¬
rectors, such as their business ex¬

perience, remuneration, contrac¬
tual relations, with the company,

options, bonuses, and other emolu¬
ments of office. In contests for
the election of directors, the proxy
statement is also required to in¬
clude a description of the methods
of solicitation and the material
features of solicitation contracts,
the anticipated cost of solicitation,
and whether reimbursement .for
soliciting expenses will be sought
from the issuer. It must also sum¬

marize the background of each
participant and his interests, by
securities holdings or contract, in
the issuer. The proxy statement
must be. furnished to security
holders before cr concurrently
with the delivery of the proxy.
The rules provide that the form
of proxy shall afford the person
solicited with the opportunity to
specify by ballot a choice between
approval or disapproval of each
matter or group of related mat¬
ters to be acted upon.
The vast majority of proxy fil¬

ings each year involve solicita¬
tions by management for various
types of corporate action where
no counter-solicitation occurs;

Proxy contests have involved only
a small fraction of the total market
value of all stocks listed on na¬

tional securities exchanges—Va of
1% in 1954, and % of 1% in 1955.
Where, however, opposing factions
hurl charges and counter-charges

in an effort to obtain stockholders'
support, regulation by an impar¬
tial government agency, which
scrutinizes proxy material for ac¬
curacy and fairness, becomes in¬
creasingly important to protect
the property rights of security
holders. The revised proxy rules
define more precisely than do the
present rules the procedures to be
followed and the types of dis¬
closure required in contests for
the election or removal of corpo¬
rate directors. . * ' " : .

The Informational Statement

In proxy contests r.o solicitation
of proxies may be commended un¬
less an informational statement
concerning each participant is
first filed with the Commission
and each national securities ex¬

change with which any security
of the company is listed. The term
"participant" includes, in addition
to the issuer and its directors, and
nominees for directors, persons

and groups primarily engaged in,
and responsible for, the conduct
of the proxy solicitation. Those
taking the initiative to organize
a stockholders' committee or con¬
tributing more than $500 to the
committee, or lending money or
furnishing credit for the purpose
of financing or otherwise influ¬
encing the contest, are included
in the definition of participant.
Each participant is required to

disclose in this document his oc¬

cupational background and per¬
sonal history, the amount of se¬
curities of the company that he
owns, the transactions in which
the securities were acquired, the
circumstances under which he be¬
came a participant, and any ar¬
rangement or understanding re¬
specting future employment or
other transactions with the com¬

pany. A summary of this informa¬
tion concerning participants must
be 'included in the respective
prpxy statements of the contesting
groubs. This type of disclosure is
vitally important for the protec¬
tion of investors in contests for
corporate control. Where persons
setK to be appointed fiduciaries
of the property interests of se¬
curity holders, conflicts of inter¬
ests should be identified and ex¬

posed. In the past, participants in
proxy contests have sometimes at¬
tempted to conceal their back¬
ground, financial interests in the
company and activities in the so¬
licitation for proxies.

Stock in "Street Names"

Corporate shares are often held
in street names10 and their owner¬
ship is constantly changing. Par¬
ticipants in a proxy contest may
no longer rely on reaching the
beneficial owners solely through
direct solicitation of stockholders
of record. The widespread use of
paid advertisements, prepared
press releases, press interviews,
and radio and television broad¬
casts, has, therefore, become a
common and necessary technique
in inducing security holders ; to
give/revoke or withhold proxies.
Whether statements are written
and prepared in advance or are

spontaneous utterances they,
nevertheless, may constitute part
of a continuous plan to influence
stockholders. Soliciting activities
of this nature must be, and,- of
course, are, subject to the Com¬
mission's standards of fair disclos¬
ure and, specifically, to the rule
prohibiting false and misleading
statements. * "7 . * . - *

It is administratively impracti-

1 Securities Exchange Act Release No.
5276. *

2 15 U. S. C. Section 78n.
3 American Sumatra Tobacco Corp. v.

S. E. C.. 110 F. 2d 117, 121 (C. A. D. C.,
1940); Wright v. S. E. C., 112 F. 2d 89,
94-95 (C. A. 2, 1940)

4 Senate Committee Report No. 792,
73d Cong., 2d Sess., page 12. -

5 Senate Committee Report No. 1455,
73d Cong., 2d Sess., page 77.

6 Fletcher Cyc. Corp. (Perm. Ed.) Sec¬
tion 2025. -

'

'1 Ibid, Section 2050. -
8 Ibid. Sections 2050, 2060.
9 Ibid-, Section 838.
10 Stock which is registered in the

name of a nominee such as a brokerage
firm." *

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 183 Number 5502 ... The Commercial and Financial Chronicle
(475) 19

cal for the Commission to scruti¬
nize in advance of publication all
statements made to the general
public by participants in an elec¬
tion contest. For example, it is,
of course, impossible to regulate
spontaneous oral statements that
may be made to the press. The
rules do require, however, that
copies of soliciting material in the
fortn of prepared speeches, press
releases, and radio and television
scripts must be filed with the
Commission promptly after their
use, and, as an administrative
convenience to the public, such
documents may be filed with, and
will be reviewed by, the Commis¬
sion in advance of use.

Data to Be Filed With SEC

All advertisements used as so¬

liciting material in a proxy contest
must be filed with the Commis¬
sion prior to publication. Reprints-
or republications of any previous¬
ly published material used in so¬
liciting proxies also must be filed
prior to use, together with a state¬
ment identifying the author and
any person quoted in thp article
and disclosing whether the con¬
sent of the author and of the pub¬
lication to use the materialc has
been obtained, and if any consid¬
eration has been, or will be, paid
for its republication. V:j '

The annual report of a company
is not usually considered to be
proxy soliciting material and does
not have to be filed with the
Commission. However, any por¬
tion of the annual report that dis¬
cusses the solicitation of an oppo¬

sition group is subject to the
proxy rules and must be filed with
the Commission prior to distribu¬
tion to stockholders.

In the heat of bitter struggles
for corporate control, participants
are inclined to make ambitious

predictions of the operating and
financial results that will occur if
they win the election. Prognosti¬
cations regarding specific future
security values, earnings and divi¬
dends are usually not supported
by actual data and may be mis¬
leading. Vicious attacks impugn¬
ing character, integrity and per¬
sonal reputation are frequently
aimed at adversaries. This type of
argumentation is proxy soliciting
material tends to confuse security
holders and to destroy the corpor¬
ate franchise, and its use would
violate the rule proscribing false
and misleading statements.

- Public stockholders, no less than
public investors, are entitled to
protection from false, misleading
and irrevelant statements. The

objective of the Commission, in
adopting its revised proxy rules,
is to provide more effective guides
for the conduct of proxy solicita¬
tions, especially in contests for the
election of corporate directors, to
assure fair and honest treatment

to owners of securities, both by
management and by outsiders

seeking to acquire corporate con¬

trol.

Dick & Merle-Smith to

Admit Three Partners
Dick & Merle-Smith, 48 Wall

Street, New York City, members
of the New York Stock Exchange,

©n Feb, 2 will admit Gustav B.

Nelson, James T. Concagh and
Hermann C. Schwab to partner¬

ship. Mr. Concagh and Mr. Nelson
are in the firm's trading depart¬
ment.

Harrison & Go. to

Admit J. A. Drydess
CINCINNATI, Ohio— Harrison

& Company, Fifth Third Bank
Building, members of the New
York and Cincinnati Stock Ex¬

changes, on Feb. 2 will admit John
A. Dryden to partnership.

Britain's Economic Plight
Due to Overfull Employment

By PAUL EINZIG
'

« f " • ' ■ * ' ' L .'•••■ • < ' ■
( , . • •

Dr. Einzig finds Britain's "state of affairs incomparably
worse" than last year due to overfall employment and conse¬

quent monopolistic labor practices. Says union restrictions on

productivity make wage negotiations an empty gesture. In¬
creased wages and, in part/profits, enter into vicious circle
of increased living costs upon which more wage demands are

based. Notes workers' obstinacy and complacency may cause
deflation as a consequence of run-away inflation.

Paul Einzig

LONDON, Eng. — The recon¬
structed Government and its new

Chancellor of the Exchequer are

engaged on the task of devising
- means for

checking i n -
flation, but
meanwhile or¬

ganized labor
V i n Britain i s
doing its ut¬
most to accen¬

tuate it. Hard¬

ly a day passes
without an¬

other and yet
another wages
claim, being
presented. By
the time a

wages settle-
in e n t is

reached, the Union concerned is
ready to put forward a new claim.
And such is the scarcity of labor
that employers, after going
through the gestures of negotia¬
tions, usually concede the greater
part of the claims, if not the whole
of them. The claims are based
in part on the rising cost of liv¬
ing, even though they are caused
precisely by such claims, and in
part on rising profits, which argu¬
ment is certainly inapplicable to
nationalized industries.
But the inflationary wages spiral

is not the only evil consequence
of overfull employment. The re¬
strictive practices, which greatly
aggravate the scarcity of labor
and handicap Britain in technolo¬
gical progress, are also on the
debit side of the balance-sheet of
overfull employment. As the
Prime Minister, Sir Anthony Eden,
pointed ou tin a speech on Jan.
18, workers behave at present as
if we were still amidst large-scale
unemployment. He very aptly
described this attitude "Maginot
Line mentality," meaning that the
workers entrench themselves in
their jobs and fail to use their
opportunities for progress.
New instances of trade union

restrictive practices come to light
in frequent intervals. The Trans¬
port Commission installed at one
of ports at considerable ex¬

pense a grain elevator, to allay
the scarcity of dock labor. But the
Transport and General Workers
Union insists that the same num¬

ber of men should be employed
as before for handling the grain
which is now handled by the ele¬
vator. It is not as if there could
be a question of dismissing the
men who have become superflu¬
ous for the performance of this
particular job. There is plenty
of other dock work for them. And
even if they wdre dismissed, there
are thousands of firms who would

gladly re-employ them. Nor are
most workers opposed to change.
Year after year a very high pro¬

portion of workers change their
jobs of their own free will. But

they are determined to refuse to
bq moved from their jobs by their
employers, even if their employers
happen to be a national board
like the Transport Commission.
The rate of accidents has in¬

creased considerably on the Brit¬
ish Railways during recent
months. This is due in part to

shortage of maintenance staff and

in part to shortage of signalmen.
In spite of this the National Union
of Railwaymen objects to the re¬

pair of the railway lines by out¬

side contractors, and to the adop¬
tion of automatic signals.
> - London's principal meat market
witnessed a curious incident re¬

cently. A retail butcher made a

heroic effort to assert his human

rights by trying himself to load on

his; van the modest quantities
of meat he purchased, instead of

engagingoverpaid licensed porters
for: that task. He took the matter

before a Law Court, and the judg¬
ment confirmed that he was en¬

titled to dispense with these port¬
ers. But the porters threatened
with strike, so the wholesalers re¬
fused to sell any meat to, this
butcher unless he engaged porters.
The matter has now been put be¬
fore the Lord Mayor, and there is
a demand for a Parliamentary in¬
quiry into this monopolistic prac¬
tice. If the butcher, Mr. Durrant,
should emerge successfully from
this struggle, his name may go
down in history with that of John
Hampden, who resisted an equally
obnoxious tyranny three centuries
ago by refusing to pay ship money.
The tyrant of those days, Charles
I., imposed ship money unlaw¬
fully. The tyrant of our days, the
Smithfield branch of the Trans¬

port and General Workers Union,
seeks to impose its arbitrary rul¬

ing in flagrant defiance of the

ruling of one of the Judges of the

Queen, Charles I.'s decendant. The

tyrant has changed but the atti¬
tude of defying the law of the
land remains the same. '

; The publication of the Govern¬
ment's Bill seeking to reduce re¬
strictive practices by associations
of business firms is imminent. The
Bill is confined to restrictive prac¬
tices of one side of industry only.
The Government considered its

politically impracticable to try to
interfere with the restrictive prac¬
tices of labor. But once the Bill
becomes law, the moral case for
doing away with the worst abuses
of Trade Union monopolies
will become much stronger. It is
the Prime Minister's intention to
contact the Trade Unions Council
after his return from Washington,
to seek to obtain some agreed
modification of such restrictive

practices. But the Trade Union
leaders themselves are largely
powerless against the determina¬
tion of the rank and file to uphold
these practices. For instance, al¬
though most responsible Trade
Union Leaders are in favor of im¬

porting Italian mine workers to
increase the coal output, they have
encountered stubborn resistance
on the part of the branch unions,
and the scheme had to be dropped.
As a result of the increase of

the degree, of overfull employ¬
ment, the extent to which the
monopolistic position of workers
is abused is increasing progres¬

sively. Today the state of affairs
is. incomparably worse than it was
even a year ago. Discipline in in¬
dustry is deteriorating, and con¬
ditions in many instances are

verging on the intolerable. In such
circumstances it is not at all sur¬

prising that many employers and
Conservative politicians would
like the return of a certain de¬

gree of unemployment. This has
now become an emotional issue,
however, and arguments that the
present abnormal state of affairs
must be brought to an end, if pos¬
sible without creating unemploy¬
ment, but if necessary, through
creating unemployment, are
brushed aside with contempt. Yet

it may have to come to that, for,
unless the trade unions exercise

some self-restraint, the danger of
runaway inflation is bound to lead
to drastic deflationary measures.

A. J. Gould, V.-P. of
Albert Frank Agency
A. J. Gould, mail order specialist,

has been elected a Vice-President
of Albert
Frank-Guen-
t h e r L a w,

Inc., advertis¬
ing agency,
it was an¬

nounced by
Howard W.

Calkins,
Chairman.
The election
reflects the
expansion of
the agency's
activities in
mail order
and direct a.j.Gould
mail advertis- ,

ing. Mr. Gould has been associated
with the agency for the past five
years.
James Johnston has been elected

Assistant Treasurer of the agency.
Mr. Johnston has been associated
with AFGL for about 10 years.
't-' • ; ' • ■' 1

L. H. Easterling Co.
Formed On Goasi

SAN FRANCISCO, Calif.—L. H„
Easterling & Co. has been formed
with offices in the Russ Building
to engage in a securities business.

Officers are Salem C. Pohlman,
President; Lawrence H. Easter¬

ling, Vice-President and Treas-

surer; Ferard Leicester, Secretary.
Mr. Easterling was formerly Vice-
President of Eastland, Douglass &
Co.

Tasch & Co. Opens
Tasch and Co., Inc., has been

formed with offices at 11 East 44th

Street, New York City to engage

in a securities business. Officers

are Henry R. Tasch, President;
Sidney Tasch, Treasurer; and
Howard L. Tasch, Secretary.

This advertisement is not an offer to sell or a solicitation of an offer to buy these securities.
The offering is made by the prospectus only.

o//s///s//.-y/ss/s/ss/s.v

CLARK
on WFNIMO.

87,500 Shares

Convertible Preferred Stock
Series B, $1.20 Cum. Dividend,

($20 par value)

PRICE $20%

25,000 Shares

Common Stock
($1 par value)

PRICE $12%

Copies of the prospectus may be obtained from any of the undersigned licensed in your state.
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A. C. ALLYN AND COMPANY, INCORPORATED BELL & FARRELL, INC. PIPER, JAFFRAY & H0PW00D
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FRANCIS I. duPONT & CO.

THE MARSHALL COMPANY
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President's Budget Proposals
Recapitulation of budget for fiscal year ending June, 1956,
indicates $200 million surplus instead of a $1.7 billion deficit.
Twice that surplus is expected for fiscal year 1957, though
budget is to be increased $1.6 billion to $65.9 billion, with
64% of expendituies earmarked for national defense. Unprec¬
edented prosperity, due to fiscal-credit management and
business confidence, helped to increase tax revenues by $1.8
LilJbn. Eisenhower requests continuation of excise and cor¬

porate taxes for another year.

fiea. £.»6eni»ower

President Eisenhower on Jan. 16
submitted to Congress estimated
balanced budgets for his second
and third fiscal years, but cau¬
tioned that
the slim mar-

g i n of sur¬
pluses would
require the
"utmost co¬

operation" be¬
tween the ex¬

ecutive a n d

legis 1 a tiv e

branches of

government.
The enlarged
budget for
1956-1957 fis¬
cal year pro¬
vides heavier
expenditures
for the dominant item, national
defense, and generally marks in¬
creases in government projects
and activities, many of thern in
the "human welfare" column.
President attributes prosperity
and its accompanying swollen tax
revenues to the $7.4 billion tax
ieduction and reform of 1954; re¬

duced government expenditures,
and prudent fiscal-credit policies.
The Budget Message of 1957
enunciated as its objectives: pros¬
perity without inflation and future
deficits, enlarged opportunities
for economic growth and human
well-being, and a j "just and
durable peace." Eisenhower re¬

gretted the necessity for main¬
taining a strengthened national
defense program. - -

Pertinent parts of the Presi¬
dent's Budget Message for 1957
follow: • '' • ;

To the Congress of the
United States

I send you today the Budget of
the United States Government for
the fiscal year 1957 which begins
July 1, 1956. This budget also in¬
cludes the fiscal results of all gov¬
ernment operations for the year
ended June 30, 1955, and revised
estimates for the current fiscal

-year ending June 30, 1956.
• The budget I am proposing for
1957 is a balanced budget. It is

my expectation that the budget

will also be in balance for the fis¬
cal year 1956.

Although balanced, themargin
of estimated surplus in each of
these budgets is slim. This calls
for the utmost cooperation be¬
tween the Executive and Legisla¬
tive Branches to prevent increases
in expenditures or reductions in
receipts that would create a
deficit. » . .

The present encouraging budg¬
etary outlook arises from a fa¬
vorable combination of factors in¬
volving both receipts and expen¬
ditures. Substantial reductions in
government expenditures have
been achieved in the past three
years. A significant increase in
revenues is currently anticipated
as the result of our present un¬

precedented prosperity. In the
achievement of this prosperity,
the historic $7.4 billion tax reduc¬
tion and reform program of 1954
—so advisable during the transi¬
tion to a peacetime economy then
taking place—and the confidence
born of prudent fiscal and credit
management have been strong
energizing factors. "

Budget expenditures in the fis¬
cal year 1956 are now estimated
at $64.3 billion. This is a reduc¬
tion in government spending for
the third successive year. It is a

decrease of $10 billion from the
amount actually spent by the Fed¬
eral Government in the fiscal year
which began July 1, 1952. It is a
cut of $13.6 billion from the
-amount proposed in the budget
for the fiscal year beginning July
1, 1953, submitted to the Congress
in January of 1953 before this ad¬
ministration took office.

• For the fiscal year 1.957, total
expenditures are estimated to rise
approximately $1.6 billion over
the anticipated level for 1956. This
increase will be more than offset

by the rise in receipts estimated
to result from continued growth
in the national economy. The

budget for 1957 is a balance at
a high level of receipts and ex¬

penditures. The search for addi¬
tional savings that can be effected
while strengthening our security
posture and providing essential

government services must be
relentless. . v \ - ,,

We will continue to give the
taxpayer greater and greater value
for each dollar spent. We will
continue to foster orderly growth
Of our economy through sound
fiscal policies. The- confidence in
the future among consumers and
businessmen generated by those
policies must be maintained.' :

Budget Policies

We seek, above all, the attain¬
ment of a just and durable peace.
Thus, the resources of the world
can be directed to building a

oetter life for all people. The peo¬

ple of the Soviet Union and of
the countries under its domination
are undoubtedly as anxious as the
people of other nations to achieve
this objective. I regret that, the
Soviet leaders have not as yet

given any tangible evidence of an
intention to agree on a, plan of
disarmament that can be verified
by adequate inspection. In the ab¬
sence of such tangible evidence,
we must follow the course re¬

flected) in this budget of steadily
strengthening the defense of the
United States and its allies, so that
the free world will remain strong

enough to deter possible aggres¬
sors or to retaliate immediately
and effectively if attacked.

Budget Totals
(Fi.ical year.!. In billions)

, ' ' 1955 1956 1957

v::<ac*ual esUm'd esaui'd*
Budget receipts-. $G0.4 $64.5 $66.3
Budget expenditures 64.6 64.3 65.9

President Submits Economic

Report to Congress
President reports: (1) economy's annual output nearing $400

*

billion; (2) continuation of prosperity with some declines
offset by increases elsewhere; (3) Government's ability to
"moderate economic fluctuations"; (4) special treatment
needed for farm, chronic unemployed and low income groups,
and (5) necessity of Congress to study need for instalment
credit stand-by legislation. Warns "prosperity cannot be taken
for granled" and pledges quick Government response to meet

changing economic conditions..

Budget surplus (+)
or aeuCio t—)-- —4.2 : + .2 +.4

NEW ISSUE

300,000 Shares

OLD EMPIRE, INC
(a New Jersey corporation)

Common Stock

'Ten Cent Par Value)

Price: $1.00 per Share

Old Empire, Inc., is the outgrowth of a partnership formed in 1939
and is engaged principally in custom manufacturing and contract
packaging for leading firms of such products as perfumes, colognes,
powders, shampoos, hair preparations, shave preparations, hand
creams, bath preparations, toothpastes, mouth washes, ointments,
silver cleaners, wax and floor polishes and adhesives. Under the trade
names of Hennessey and Wrigley, Old Empire, Inc., also manufac¬
tures and markets, through affiliates, toiletries and cosmetics selling
direct to companies and retail outlets. The Company's plant and gen¬
eral offices are located at 865 Mt. Prospect Avenue, Newark, N. J.

Offering Circular may be obtained from the undersigned. *

VICKERS BROTHERS
Investment Securities

52 Wall Street, New York, N. Y. DIgby 4-8040
Boston: 80 Federal Street Baltimore: 512 Keyser Building

Houston: 5619 Fannin

At the same time the govern¬
ment of the United States will
steadfastly seek all possible ways
of further progress toward our

goal of peace. We will speed the
development of the civilian uses
of atomic energy and make the
resulting benefits available, under
appropriate controls, to other na¬
tions for the well-being of man¬
kind. We will propose logical
methods for advancing disarma¬
ment. We will promote interna¬
tional trade and investment. We
will not falter in our cooperative
efforts to build the economic, as

well as defensive, strength of the
free world through the Mutual
Security Program.
At home, programs instituted by

the Executive and the Congress
have helped to nurture an un¬

precedented prosperity without
inflation. Our objective is to foster
and encourage conditions in which
this prosperity can be sustained
and can be more fully shared by
agriculture and certain sectors of
our industrial economy. The
growth and movement of our

population and the complexity of
our dynamic society are continu¬
ally creating needs which rhust be
met if we are to build wisely for
the future. For years, many ac¬
tivities which are desirable for

fostering sound economic growth
have been postponed because of
the overriding needs of war and
defense.

Defense needs are still over¬

riding and must continue to be
met in full measure. However,

budget revenues now permit us
to undertake some new and ex¬

panded programs for enhancing
opportunities for human well-be¬
ing and economic growth. This
budget reflects that purpose.
These two national objectives of

securing a lasting peace and of
sustaining widespread prosperity
and well-being are closely linked
to our third goal of financial
strength and stability.
We are equally well aware that

overenthusiastic and ill-consid¬
ered government efforts to pro¬
mote economic development could
lead to inflation, and could also
choke off private initiative, which
is the well-spring of economic de¬
velopment and of a better life.
Inflation would bring suffering to
the very groups whose well-being

Continued on page 65

In fulfillment of the- Employ¬
ment Act of 1946, the President,
on Jan. 24, sent his annual Eco¬
nomic Report to Congress which
contained some 53 recommenda¬
tions for continued growth and
dealt with the theme that "lasting
prosperity . . . depends far more

vviidL individuals do for them¬

selves than on what the Feueral
Government does . . . for them."
In stressing the new farm legisla¬
tion, the proposals to meet
"pockets" of unemployment and
low income, and suggested study
oi standby consumer credit curbs,
the letter of transmittal accom¬

pany ana highlighting the Report
pom tea out that there is no at¬
tempt to achieve prosperity by
"expanding t governmental
outlays" or "by permitting t*ie
vaiue of money to depreciate."

The text of the President's letter
transmitting his annual Economic
Report to Congress follows:

I am herewith presenting my
economic report, as required oy
Section 3 (A) of the Employmen i
Act of 1946.

In preparing this report, I have
had tne assistance and auvice oi

tne council of economic advisers.
I have also had the advice of tne

heads of executive departments
and independent agencies. , V I
Since my report is long, I pre¬

sent below, largely in the words
of the report itself, what I re¬

gard as its highlights.

Recent Economic Achievements

Full employment, rising in¬
comes, and a stable dollar nave
been cherished goals of our so¬

ciety. The practical attainment of
these ideals during 19o5 was the
year's great economic achieve¬
ment.. "'-y.f'r
The past year has brought fresh

witness to the basic strength and
resiliency of our economy. Y/e
have broken through to new and
higitir ground, ana have leached
the threshold of a $400 billion
economy.

Whether we observe economic

activity at this stage of produc¬
tion, or employment, or income,
disbursement, or consumer spend¬
ing, we find evidence of progress
and prosperity. C : ;

The nation's expanding income
is being shared widely. Employ¬
ment and wages are at record
levels. Both investment and con¬

sumer spending are going forward
at a good pace.

Some groups of people have
not, however, enjoyed a full meas¬
ure of prosperity, and we must
keep that fact before us as we
build for the future.

The Role of Government

The mainspring of our economy
is to be found in the qualities of
the American people. Given free
institutions and a favorable phys¬
ical environment, an expanding
economy is the natural fruit oi
the enterprise of such a people.

Today, we believe as strongly
in economic progress through free
and competitive enterprise as our
fathers did, and we resent as they
any unnecessary intrusion of gov¬
ernment into private affairs. But
we have also come to believe that

progress need not proceed as ir¬
regularly as in the past, and that
the federal government has the
capacity to moderate economic

fluctuations without becoming a
dominant factor in our economy.
Our governmental policies have

concentrated on building an eco¬
nomic environment that favors an

orderly expansion of private ac¬
tivities. The federal government
has not sought to maintain good
times by expanding our already
huge governmental outlays or by
permitting the value of money to

depreciate.

Related Policies

The administration has sought,
in cooperation with the Congress,
to discharge its resaonsioilitv

through a series of closely related
policies. ...

First, by removing direct con-*
trols over prices and wages, which,
had outlived their usefulness.

Second, by preserving an ac¬

tively competitive environment
and assisting new and srnaii busi¬
nesses. r m v..

Third, by curtailing govern¬
mental activities tnai could be i
handled as well or better by pri-■
vate enterprise.

Fourth, * by restricting public
expenditures, and yet adding to
the country's defensive strength
and its stock of public assets, es¬
pecially highways, hospitals, and
educational facilities..

Fifth, by lightening the burden
of taxes imposed on individuals
and business.

Sixth, by extending the ties of
trade and investment with other
nations of the free world. * •. ;

Seventh, by t tempering. the * im¬
pact. of unemployment,, old age,
illness, and blighted neighbor¬
hoods on people, yet not impair¬
ing self-reliance.
Eighth, by extending the auto¬

matic workings of our fiscal sys¬
tem that tend to offset or cushion

changes in income arising from
changes in economic activity.
Ninth, by attacking fundamental

causes of weakness in the farm
situation. *,
v Tenth, by acting promptly and
resolutely when either recession¬
ary or inflationary influences in
the general, econQnjjr became evi¬
dent. ;~ir - I
To help keep our surging econ¬

omy in a healthy condition, the
government in 1955 held the tax
line. The Federal Reserve Sys¬
tem shifted from a policy of active
credit ease to one-of moderate
restraint. These policies contrib¬
uted in large degree to the
achievement and maintenance of

prosperity without price inflation.

. Extending Prosperity
A period of general prosperity,

such as we have recently been
experiencing, presents a challenge
to an intelligent citizenry. We
must find ways and means of ex¬
tending prosperity to the less
flourishing sectors of our econ¬

omy.
The position of farmers in our

dynamic economy has aroused
deep concern. It is imperative that
we strengthen farm programs on
the basis of a realistic appraisal
of the present situation.
The persisting decline in farm

prices and incomes reflects a con¬

tinuing imbalance between farm
output and its ultimate disposi¬
tion. The unbalance and resulting
huge surpluses are to be traced
largely to the technological revo-

Continued on page 80
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V
Marcus Nadler

• After viewing the causal forces,
sources of strength, new peaks
[and factors - affecting v the past
-year's economic'--growth, - Dr.
Marcus
Nadler, New
-York Univer¬

sity Professor-
a n d Consult-
ant to the

Hanover

Bank, in the
January issue
of the Han¬

over Bank's
"M o n t h 1 y
L e t t e r,"
probes into
the near fu¬
ture and per¬
ceives for the
next few

months that:
. '

v "(1) The upward business mo¬

mentum at present is very strong
and is bound to continue so for a

while.
- "(2) Disposable p e r s o n a 1 in¬
come, notably that derived from
.wages, is rising, and will expand
further with the increase in the
minimum wage rate on March 1
from 75 cents to $1 an hour.

"(3) Capital expenditures by
corporations are large and esti-
.-mates of . such expenditures /for
.1956 are about 13% above those
.for;; 1955.- ;7 •1 "-V;'v//- ;/■y';

"(4) Orders in the/hands of

-jmanufacturers are \considerable
j and were increasing toward the
; end of the year. Unfilled orders
at the end of/November were
•$53.7 billion as against $46.4 bil-
- lion ' a year before, y The large
; backlog of orders assures good
. business activity at least for the
• next few months. • ■./.

"(5) Certain industries are in¬

creasing inventories. The steel

industry is reported to be booked
.up to the. limit through the end
of the first quarter, and shortages

• of other basic raw materials also
exist. ;
;"A11 these factors combined in¬

dicate a high level of business
'

activity in the first few months of
1956. Beyond that the outlook is
not clear and there is a possibility
that the level of business in the
second half of 1956 may be some¬
what lower than in the last quar¬
ter of 1955 and the first quarter
of 1956." - . •;
In examining the possible per¬

formance of the economy in the
remainder of 1956, Dr. Nadler
divides the forces affecting the
outlook into the four constituent
elements comprising the Gross
National Product and in probing
each one in turn concludes that:

"(1) Business in 1955 was the
best in the peacetime history of
the United States. The economy
was stimulated by a substantial
increase in consumption expendi¬
tures for durable goods in general
and automobiles in particular and
by the large volume of home con¬

struction. These sectors also were

primaiily responsible for the
rather sharp increase in the vol¬
ume of individual indebtedness,
which at the end of the year
reached a new peak. Not all seg¬
ments of the economy, however,
shared in the great prosperity.
Farm income continued to decline
and the number of failures was

large.

"(2) The high level of business
activity will continue in the next
few months. However, the outlook
for the second half of 1956 is not

yet clear. The internal political
situation in an election year could
have a profound psychological ef¬
fect on business management and
on the consumer, as well as on
the equity market. The latter, in
turn, exercises a considerable in¬
fluence on business sentiment and
on consumer spending.
"(3) Disposable personal in¬

come in 1956 will remain at a high
level and may even exceed the
level reached in 1955. Wages are
rising and the increase in the

minimum wage from 75 dents to
$1 an hour will lift purchasing
power of workers in some sections
of the country and may lead to
a general upgrading of wage
scales. There is also a possibility
of a reduction in. taxes, particu--
iarly for individuals in the lower
income brackets. But no material

change in food prices can be ex¬

pected because of the large sur¬
plus of farm products..- Consumer
expenditures, therefore, should re¬
main high. .i

"(4) Expenditures for goods and
services by government—Federal,
state and local—will be higher in
1956 than in 1955. Similarly, ex¬

penditures for plant and equip¬
ment by business concerns should
rise. All these factors indicate
that the demand for goods and
services should remain high and
that on the whole 1956 will be
a good year.

"(5) Whether the average level
of business activity in 1956 will be
higher or lower than 1955 will
depend primarily on the output of
durable goods, notably automo¬
biles, and on the erection of one-
to-four-family homes. In view of
the rather sharp increase in the
volume of consumer debt and the

policy of active credit restraint
pursued by the Reserve authori¬
ties, it is doubtful whether it will
be possible to sell as many pas¬

senger cars in 1956 as in 1955.
A decline in the output of auto¬
mobiles of a million units could
have a marked impact on business
activity. Similarly, if the number
of housing starts in 1956 is 100-
150,000 units less than in 1955 this,
too, will adversely affect business
in general. There is also the pos¬

sibility that the accumulation of
inventory may come to an end
during the year and be followed
by some liquidation.
"(6) It is* therefore, quite pos¬

sible that sometime during the
Spring business activity may show
a decline, caused mainly by a

downturn in those industries
which were primarily responsible
for the boom during the past year.
The extent of the decline and its
duration will, at least in part, de¬
pend on psvchological factors re¬

flecting primarily internal polit¬
ical conditions which cannot now

be appraised.
"(7) Finally, in considering

the future one must bear in mind
that despite some weak spots, the
economy as a whole is sound and
growing.. The population is in¬
creasing by over 2.5 million each
year, the standard of living is ris¬
ing, and the decentralization
movement from the congested
cities to the suburbs continues un¬

abated/ The economy is dynamic,
and expenditures for new labor-

saving devices to counteract the
constant increase in production
costs will grow. Outlays for pub¬
lic works probably will expand
for years to come. At the same

time, it cannot be overlooked that

the stimulus arising from the

sharp increase in private in¬
debtedness cannot continue in¬

definitely at the 1955 pace. In

fact, such a development would
not be desirable since it could

lead to more serious difficulties

later on.

"The question is not whether

the economy is headed Jor a seri¬

ous setback but rather whether

1956 will be the best or the second

best peacetime year in the history
of the country. As in the past

year, not all segments of the econ¬

omy will share alike in the gen¬

eral prosperity. Competition will
be keen, perhaps keener than in

1955, and efficiency and produc¬

tivity will be vital factors in de¬

termining profit margins."

Dr. E. P. Schmidt

and communi¬

cation, work¬
ers are always

; ■ ready to move
on to new jobs when better wages
are offered. Furthermore, under a
successful policy of high level

■

wages-through minimum - wage
r legislation? *./..*r -
• -Probably, part of the reason the
government got into the business
of minimum

, wage legislation lies
in the circumstances surrounding
the original passage , of toe act:
The Fair Labor Standards. Act
was passed' in 1938, when, for
nearly a decade, the economy had
been suffering through- its- worst

<* depression.- People were aware of'
, the vast gains in real wages which
had been, achieved through free
competition in the past. But their

/ faith in these gains continuing in
.,the future was deeply shaken. \

;,7 The legal minimum started at
25c, worked up to 40c and was
amended in 1950 to 75c. Next

than 700%. In 1930-31, wholesale March, it will be $1. In addition,
prices stood approximately at the a limit on weekly hours was
same level as they, were in 1840, placed at 40 hours, with provision
90 years earlier. Yet, in the same that time-and-a-half was to be
90-year period, average wage PaM tor overtime work,

employer has rates increased by approximately It cannot be known exactly
many rivals 700%. This is a phenomenal and what effect tnis minimum has had
seeking the little known performance. on the economy as a whole, or on
same labor. During this long 90-year period, working conditions in low-wage
With our there was no national minimum industries,

high degree of wage fixing, little social legisla-
j01Lm y tion and few unions. Few states

and the grow- ha(j adopted this form of inter-
mg knowledge Vention.

t^n^i t^e^s" Why, then, did real wages rise effect, we were plunged into the
through better throughout our entire history? World War II period. The infla-
information The answer hes in two forces tion which occurred made it pos-

*■ * 4-/> 4-L />v • rtiLl/S AtT TA VlAtT TKA

By EMERSON P. SCHMIDT* ^ "•

Director of Economic Research-
-

Chamber of Commerce of U. S. A.

Economist Sees ^keen competition for labor continuing-and
$25,000 average family income three generations' hence at
today's prices. Proposed extension of minimum wage law to
retail and service industry termed unwarranted. Analyzes mini¬
mum wage need in light of tremendous real wage gains made
during 90-year non-union period. Finds competitive system
directs non-labor productivity gains to labor but that $1.00
minimum wage may affect prices, profits and employment.

In discussions of minimum wage
legislation, some people seem to
assume an employer can set wages
at his own discretion. This is not

the case. The

One reason is that periods of
inflation have invariably followed
revisions in the minimum wage.
Soon after the law originally took

working together. First, were the sible for employers to pay the
tremendous gains in productivity, higher wage. ;;

brought about by constant inno- The increase in 1950 came just
vation, financed by venture capi- prior to the outbreak of hostilities
tal, and guided by alert, risk- in Korea. Within a year, the price
taking management. Second was ievei jumped 10%. The jump was
the rivalry among employers for particularly marked in prices of

employment,^ jobs tend to be :scarce labor, which- drove wages products sold by the low-wage in-
abundant. For these reasons, no UP 1° the limit permitted by ris- dustries. Again, the inflation, in
employer can, for long, pay less , *ng productivity. \ effect, "repealed" the establish-
than any worker is worth. We can expect this progress in ment of the minimum wage. /

How Real Wages Rise real wa9es to continue in the fu-; Proposals to increase the mini-
In our economy today we ex- tur<^ T e. °Utl°°k f°r c0"tlnued mum wage in 1955 appeared at ain our economy, xoqay, we ex productivity gains is good, pro- time when economists generally

perience gains in productivity, ip; vided a proper economic climate anticipated conditions of relative• output per worker from year to maintninprt fnmPw invp?tmpnt anucipaiea cunumuiib luieiaiive
vear Under our competitive svs- ™amtained 10* ?ew investment price stability. This put the prob-
fern!' there is noTarln which ft? tagLuitv ato!' tie V"* !,ight' Furt^™OT«-
these productiyity gains-through Sv ? r°"g
science, invention, discovery, new J^TndXid™^^
ment efficiency—can be kept away ^ke^and Vill continue' A $1 minimum wage wiu S°
investment and increased manage-

from the workers. There may be to be g0
isolated cases where this process

may lag a bit. However, the whole

into effect March 1 of this year.

. Obviously, it is too early to say
Today, only one family in every what the effect of this new revi-

history of our economic progress hundred has an income of $25,000 sion will be. It seems likely that
. demonstrates that these isolated a y.ear- But in about thr®f gene- there will be a moderate rise in
cases are the exceptions. V rations, the average family may consumer prices, but whether this
From 1914 to the present, for have fn '//// °/ fM°,° will be enough to compensate em-per year—in terms 01 toaay s pioyers faced with wage increases

prices. Why this talk about the is not yet known.
example, the consumer price in¬
dex rose from 43 to about 115, or need Q£ mjnjmum wage fixing?
about 260%. But average hourly

; earnings in manufacturing jumped
/from 22c to $1.91, or by more

The Minimum Wage

In view of this dramatic per-

Only one conclusion from our

17-year history with minimum

wage legislation seems evident.

♦An address by Mr. Schmidt at the
45th Annual Convention of the National

• Retail Dry Goods . Association, New
York City, Jan. 10, 1956.

formance and future outlook, why ?he minimum wage has not Siven
does the view persist that some- low-wage employees any speciai
how government must help raise Continued on page 72
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News About Banks f
and Bankers

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED

CAPITALIZATIONS

Following the annual organiza¬
tion meeting of the board of di¬
rectors of Chemical Corn Ex¬
change Bank, of New York, N.

N. Baxter Jackson Harold H. Helm

Isaac B. Grainger Gilbert H. Perkins

Baxter Jackson announced his re¬

tirement as Chairman. At the re¬

quest of the directors, he will be¬
come Chairman of the Executive
Committee and will continue to

l?articipate actively in the bank's
L'ffairs. Harold H. Helm has been
elected Chairman and Chief Ex¬
ecutive Officer. Gilbert H. Per-

3;ins, Executive Vice-President,
becomes Vice-Chairman. Isaac B.

Grainger, Executive Vice-Presi¬
dent, succeeds Mr. Helm as Pres¬
ident. As Chairman of the Execu¬
tive Committee, Mr. Jackson
succeeds Percy H. Johnston who
has been elected an Honorary
Chairman. Mr. Johnston joined

Chemical Bank in 1917 as Senior

Vice-President and'was its chief
executive for many years until he
retired in January, 1946. Mr. Jack¬
son, who became associated with
the bank in 1920 as an Assistant
Cashier, rose to the Presidency in
1946 and was elected Chairman
and Chief Executive in 1947. He
has just completed his term as
President of the New York Clear¬

ing House Association and as a
Class A director of the Federal
Reserve Bank of New York, hav¬

ing previously served as a mem¬
ber of the Federal Advisory Coun¬
cil.

Mr. Helm, following his gradua¬
tion from Princeton University in
1920, joined the staff of Chemical
Bank. He became Vice-President
in 1929, First Vice-President in
1946 and President in 1947. He is
a director and member of the Ex¬
ecutive Committees of Associated
Dry Goods Corp., the Equitalble
Life Assurance Society of the
United States, etc. Mr. Perkins
joined Chemical Bank in 1913,
starting as a clerk. He was elected
Assistant Vice-President in 1929,
Vice-President in 1933 and Execu¬
tive Vice-President in 1950. He
has been active as a director of
the Association of Reserve City
Bankers and is a member of the
Credit Policy Commission of
American Bankers Association,
etc. Mr. Grainger began his bank¬
ing career in 1917 at the Murchi-
son National Bank of Wilmington,
N. C. He rose to Vice-President
in 1924, and, in 1929, was elected
Executive Vice-President of the
North Carolina Bank & Trust Co.
In 1934 he was elected President
of Montclair (N. J.) Trust Com¬
pany, holding that office until he
joined Chemical Bank as Vice-
President in 1943. ... He became
Executive Vice-President in 1950.

He is President of the New York
Southern Society, and a director
of the numerous companies, in¬

cluding the Mercantile Insurance

Company of America, North Brit¬
ish & Mercantile Insurance Co.

Ltd., the Chemical Corn Exchange

Safe Deposit Co., etc. Chemical
Corn Exchange Bank was founded
in 1824. Its assets are indicated
as more than $3 billion, and be¬
sides correspondent banks
throughout the world, the bank
maintains nearly 100 offices in all
five boroughs of New York City
and is headquartered at 165 Broad¬
way. * '

^ '

" As authorized by shareholders
at their annual meeting on Jan. 20
directors of Chemical Corn Ex¬
change Bank of New York have
set a subscription price of $44 per-
share on the rights offering of
590,425 new shares of capital
stock, $10 par value. This will in¬
crease the total number of shares
outstanding to 5,313,825 upon
which it is the bank's intention to
continue the $2 annual dividend.
The action of the stockholders
authorizing the new issue was
noted in these columns Jan. 19,
page 280. ■ r .

The additional stock will be of¬
fered to shareholders at the rate
of one new share for each eight
present shares held of record at
the close of business on Jin. 19.
The subscription rights will expire
on Feb. 8. The bank has entered
.into an agreement with a group*
of underwriters for the purchase,
at the subscription price," of any
unsubscribed shares, except that
the bank may reserve up to 25,000
shares for purchase by officers
and employees. The group will be
headed by Kuhn, Loeb & Co., The
First Boston Corp.,' Hemphill,
Noyes & Co. and W. C. Langley
& Co. as managers. Of the esti¬
mated $25,600,000 net proceeds,
$5,904,250 will be credited to cap¬
ital and the balance to surplus and
reserves. After giving effect to
the sale, the bank's aggregate cap¬

ital, surplus and undivided profits
as of Dec. 31, 1955, would have
been $222,304,000. Chemical Corn
Exchange Bank and its predeces¬
sors, it is stated, have paid cash
dividends regularly for more than
100 years and the annual rate has
never been reduced.

The Board of Trustees of The

Bank for Savings in the City of
New York announces the follow¬

ing appointments, effective Jan.,
17: DeCoursey Fales, Chairman of
the Board; Alfred S. Mills, Pres¬
ident; Harold D. Rutan, Vice-
Chairman of the Board. Mr. Fales,
Chairman of the Board, joined the
bank in 1941 as President. Previ¬

PANHANDLE EASTERN PIPE LINE COMPANY

Producer, - .

Long Distance

Transporter and Supplier

of Natural Gas, directly

and indirectly, to an

estimated population of

over 12,000,000 and to

industriejs in Texas, }
Oklahoma, Kansas,

Missouri, Illinois, Indiana,

Ohio, Michigan and the

Province .of Ontario.

PANHANDLE EASTERN

Informed investors know that one

of the important characteristics of
Panhandle Eastern is its ownership of
substantial natural gas reserves.

Competition for additional gas sup¬

ply to meet increasing demands has
resulted in highei prices for gas in
the field, and higher values for gas

in the ground.

The key to a dependable, adequate
supply of natural gas is the never-

ending search for additional reserves
... a search that calls for the courage

to make enormous investments of new

capital.

The natural gas industry will con¬

tinue to make these investments to

locate new gas fields and to exoand
transmission capacity so long as there
is adequate incentive to encourage

natural gas companies to find, pro¬

duce and transport this superior fuel.

PIPE LINE COMPANY

ously he was a member of the law
firm of Cadwalader, Wickersham
& Taft, attorneys for the bank
since it was founded in 1819.

When Mr. Fales became associ¬

ated with the bank 15 years ago,
it had two offices with assets of

$237,000,000. Today it has four
offices in Manhattan, plus Subway
Deposit Windows at its main of¬
fice, Fourth Ave. at 22nd St.; as¬
sets are $449,000,000.

: Alfred S. Mills, newly elected
President of the bank, has been
a member of its staff since 1939
and in 1953 was appointed Execu¬
tive Vice-President in charge of
New Mortgage Loans. Previous to
joining the bank, he was with the
Prudential Insurance Co. Mr.
.Mills has been a Trustee of The
Bank for Savings since 1953. Mr.
Rutan, Vice-Chairman of the
Board, joined The Bank for Sav¬
ings in 1939. He was previously
with the Prudential Insurance Co.,

Newark; in 1953 Mr. Rutan was
named Senior Executive Vice-
President and was elected a trus¬

tee. The Bank for Savings has
also announced the appointment
of Edwin G. Picken as an Assist¬
ant Vice-President and John L.

Westney as an Assistant Secre¬
tary. Mr. Picken joined the bank
in 1929 and in 1953 was appointed
an Assistant Secretary. Mr. West¬
ney has been a member of the
bank's staff since 1931.

. * * *

v

The election of James M. Cooke,
Jr., as Senior Vice-President of
Clinton Trust Company of New
York was announced on Jan. 18 by
Edward W. Smith, Chairman of
the Board. Associated with the
bank since 1931, Mr. Cooke, for
the past nine years has been Vice-
President in charge of loans at
the bank., He is past President
and presently a member of the
Board of Governors of the 475

Club, composed of leading credit
executives.

% $ ?■ . •...."■ ■' •

At a meeting of the directors of
the Kings County Trust Company
of Brooklyn, N. Y. on Jan. 17,
Chester A. Allen, President of the
company, in addition to announc¬

ing the re-election of its present
officers announced four promo¬

tions in the official family of the
bank.. Harold W. Schaefer was
elected Secretary, Mary A. Man-
nix and William McShane were

appointed Assistant Vice-Presi¬
dents, and" John M. Young was

appointed Comptroller. Miss Man-
nix joined the company in 1922,
Mr. Schaefer in 1926, Mr. Mc¬
Shane in 1934, and Mr. Young in
1927. The title of Assistant Vice-

President is new to the company,

made necessary, it is stated, by
its growth.

* ❖ *

Followirig the Jan. 17 annual
meeting of the Directors of the
Marine Trust Company of Western
New York of Buffalo, N. Y., it was
announced that Charles H. Die-

fendorf, President of the bank
since 1942, has become Chairman
of the bank's Executive Commit¬

tee and its Chief Executive Of¬

ficer. Succeeding him as Presi¬
dent is Francis A. Smith, who has
been Executive Vice-President
and a director of the bank for the

past year. Mr. Diefendorf is also
Chairman of the Board and Chief
Executive Officer of Marine Mid¬
land Corporation. The new Presi¬
dent, Mr. Smith, has spent his
entire business career with Marine,
Trust Company. The directors also
announced the advancement of

George F. Rand, Jr. and John W.
Livingston from Assistant Vice-
President to Vice-President at the
"Main-Seneca office in Buffalo.
Mr. Rand is in the bank's loan

department and Mr. Livingston in
the ooerations department. Addi¬
tionally, Charles E. Stewart was
elected Assistant Vice-President

advancing from Trust Officer.
William W. Hibberd who joined
the New York office of the Munic¬

ipal Securities department re¬
cently coming from C. J. Devine
& Co. was elected Assistant Vice-

President. In the Niagara Falls
area, James F. Brennan was ad¬
vanced from Assistant Secretary
to Assistant Vice-President and
John D. McArthur and Milton R.
Kelling were elected Assistant
Treasurers. Mr. Brennan is a

member of the commercial bank¬
ing department. In the Tona-
wanda area, Joseph B. Brider of
the Midland Time Plan depart¬
ment was advanced from Assistant
Secretary to Assistant Vice-Presi¬
dent.

* * *

At their annual meeting on Jan.
18 the stockholders of The County
Trust Company of White Plains,
N. Y., approved the proposal for
a 5% stock dividend, it was made
known by Andrew Wilson, Chair¬
man of the Board of Directors.
This will be the fourth consecu¬

tive year in which sucjh action has
been taken. The stock dividend of
one new share for every 20 now
held will be distributed on Feb.

23, to stockholders of record at
the close of business on Feb. 1.
Those entitled to fractional shares
will receive directions along with
their scrip certificates showing
how they may be used to the best
advantage. As a result of the
move, the number of shares of
County Trust stock outstanding
will be increased from 1,267,450 to
1,330,825.
The stockholders re-elected Mr.

Wilson, Chairman; Dr. Joseph E.
Hughes, President; Raymond R.
Beatty, Gerald S. Couzens, Julian
F. Detmer, E. J. Murray, William
R. Roane, Irvington and Harold
A. Stein, as directors for terms
of three years. . ,

Following the stockholders'
meeting the directors re-elected
the entire staff of officers and in

addition, Roger D. Patch, Vice-
President of Arnold Bakers, was

appointed a member of the Port
Chester advisory board.

AtHhe organizational meeting of
the Board of Directors of National
Bank of Westchester of White
Plains, N. Y., which followed the
annual meeting of the stockhold¬
ers, Oliver W. Birckhead, Chair—*
man of the Board, announced his
letirement j effective immediately
as an active officer of the bank.

Ralph T. Tyner, Jr., President of
the bank has been elected Chair¬
man and President. Mr. Birck¬
head had been Chairman of the
bank's board since its organization
cn Nov. 1, 1954, and before that
was Chairman of the Board of
The Westchester Bank & Trust

Co., which was the outgrowth of
a consolidation on Oct. 31, 1953
of The New Rochelle Trust Co.
and The Peoples National Bank &
Trust Co. of White Plains. Born
in Washington, D. C., Mr. Birck¬
head became secretary to former
Secretary of the Treasury, Frank¬
lin MacVeagh and subsequently,
he was secretary to the former
Comptroller of the Currency, John
Skelton Williams, who appointed
him the first Supervising National
Bank Examiner. In 1923 Mr.
Birckhead was appointed Vice-
President of The Harriman Na¬
tional Bank in New York. In 1926
he was appointed President of the
Murray Hill Trust Company of
New York, which subsequently
merged with the Bank of America
cf which Mr. Birckhead became
Vice-President. On Feb. 1, 1932
he was elected President of The

Peoples National Bank of White
Plains and continued this asso¬

ciation until his retirement last
week. Mr. Birckhead will con¬

tinue his association with the
bank as Honorary Chairman.
Ralph T. Tyner, Jr. who becomes
Chairman and President has been
President of National Bank of
Westchester since its organization.
Prior to that he was President of
The Westchester Bank & Trust

Company also of the New Ro¬
chelle Trust Companv. Edward
P. Prezzano who has been Chair¬
man of the Executive Committee
was named Vice-Chairman of the

Continued on page 82
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This is the tractor farmers asked us to build, arid it's

ACCEPTANCE!
One distributor reports orders
for 40 MM 445 tractors be¬

fore he could show sample
or sales literature.

¥7¥
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"What should a tractor have to make today's farming pay better?" That's the
question we asked farmers across the country three years ago. We asked the same
question of farm machinery dealers, county agents and agricultural experts from all
over the world. Then MM farm machinery engineers took the answers and pro¬
duced Motomation ... Automation on wheels.

This is the POWERlined 445 ... the all-new Minneapolis-Moline tractor built for
farms where faster, easier and better ways of getting the work done is the only way
to increase profits. It's the tractor built for farmers who already employ the most
advanced and efficient agricultural techniques known . . . farmers who want and
need a big, new step ahead!
Powerful new 40 HP class engines, exclusive Ampli-Torc drive for an instant
boost in pull-power, Ampli-Trac hydraulic hitch action that automatically balances
traction to load, a complete line of power-matched tools, full-time hydraulic power
steering, new features for comfort and convenience that include even a cigarette
lighter—these are just a few of the dozens of new advantages that make the MM 445
an entirely new kind of tractor. It's the kind of tractor we were asked to make.
We welcome challenges like that at Minneapolis-Moline. We figure they help keep
us on our toes. After all, we've only to look at our own 131-year history to know
that in American Agriculture, progress has never stopped. We plan to do our part
to see that it never does. "

MINNEAPOLIS 1, MINNESOTA

MM builds a complete line of tractors and machinery for the world's farms . ... tractors and power units for world industry.

\

J
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Business and Finance Speaks After the Turn of the Year
Continued from Cover
dictions of industry leaders. This record sales gain com¬
pares with an increase of about 7% in 1954 over 1953
and may indicate that the industry's previous estimate
that its sales would double every 10 years is too con¬
servative. ■ •

, - t •

The electric industry installed 12Vz million kilowatts
of capacity in 1955, breaking all installation records and
bringing the nation's generating capability to 120 million
kilowatts.
The prospect of economically generating large quan¬

tities of electric power by nuclear energy is receiving
increased attention, study and planning by the nation's
electric utility companies. The research programs of the
power companies devoted to this activity, while larger
than any they have heretofore undertaken, are typical
of the industry's continuing efforts to provide better
service at reduced costs by improved operations. The
development of nuclear power will, however, be an
orderly one in which utility managements will be able
to protect the integrity of past investments and at the
same time take advantage of this new technology.
Federal Government activities in the field of electric

power were studied painstakingly and reported upon
| in 1955 by the Task Force on Water Resources and Power
of the Hoover Commission. The Task Force reported
that electric power projects are not essential Federal
activities, that the Federal Government does not owe a
responsibility to supply any region's power require¬
ments, and that the nation's business-managed electric
systems are capable of financing and installing the
necessary generation, transmission and distribution fa¬
cilities for our expanding economy.
In 1956 the industry looks to continued acceptance of

the Administration's "partnership policy" that when
"local enterprise can shoulder the burden, it will be
encouraged and supported in doing so." While the Ad¬
ministration's partnership policy may be a political
issue during this year, it is earnestly hoped that its
fairness will be recognized and that it will receive the
confidence and support of the American people.

HERBERT J. ADAIR

President, Artloom Carpet Co., Inc.

The carpet industry in 1955 had one of the best and
busiest years in its history. Production of all types of
carpets and rugs exceeded 95 million square yards and
this undoubtedly topped the previous peak year of 1948.
The manufacturers of carpets have
adapted themselves to the shift in
demands for the use of many new
fibres and blends.

During 1955 there were approxi¬
mately 40% more square yards of
carpets made in so-called man-made
fibres and blends of wool ana carpet
rayon. About 50% were in all wool
and about 10% of the total yardage
in cotton. The carpet manufacturers
are optimistic due to distributor in¬
ventories being less than they were
a year ago.
The increased volume is due in

part to the housing and construction
program and we have been concerned
lately with certain signs of the high
levels of construction possibly decreasing. However, it
has been predicted recently that the 1956 building ac¬
tivities would exceed 1955 by about 11%.
It is the opinion of some of the government agencies

that there will be constructed 1,200,000 homes this year
and that sufficient mortgage money would be available
to support a program of this size. , ' .vir.*,.-
These are very encouraging developments and sig¬

nificant facts which tend to indicate a good' industry
business for the 1956 year.: . - . ' ,. , .

Artloom had an increase in manufacturing facilities
during 1955 in its plants in Philadelphia and Greenville,
N. C. It is now considering a program of- expansion dur¬
ing 1956 and plans for necessary equipment to balance
out an increased production program are under review.
Artloom's program of diversification is progressing

and the company is currently exploring several other
situations.
In the summer of 1955 Artloom developed "duo-del-

lay," a clearer for carpets, rugs, upholstery and painted
surfaces which leaves a.residue of soil, retardent and
brightens fibers with colorless, fluorescent dyes in one
application. This is a companion product to ^dellay"
which was introduced in 1954—a soil retardent spray for
clean or new carpets and rugs.

"duo-dellay" has been successfully introduced to pro¬
fessional rug cleaners and institutional users. Over 500
rug cleaners have been franchised to offer this service.
The retail product has been successfully sold by mail
order houses and tea and coffee companies.1 Limited
tests were made late last year in other retail markets
and expanded areas will be tested during the spring
cleaning season of 1956.
The Panart Division, which went into the production

of flexible and rigid binders in mid-1955, successfully
introduced a product "Vu-Ad," a; colorful binder for
catalogs and other advertising media, to the industrial
market.
These products have been tested and distribution on a

national basis for both the industrial and stationery
store markets has been recently established. Other uses

lor the basic materials are being developed.

Harrison L. Amber

i

Herbert J. Adair

HARRISON L. AMBER

Chairman, Berkshire Life Insurance Company
A banker friend of mine tells me the story of an old

farmer who came into the bank one day about the end
of the year and the banker said to him, "Well, George,
how do you think things look ahead?" "Well," said the

farmer, "if last year is as good as
next year, that is all I hope."
Maybe the old hill-towner was a

little mixed up on his statement but
when we endeavor to make a state¬
ment of what is ahead, we sometimes
get a little mixed up too. However,
as we attempt to, look at the future,
we cannot help but look at the rec¬
ord and we almost always come to
the conclusion that what has pre¬

ceded is most likely to continue for
some distance in the future. Cer¬

tainly not many can complain about
1955 and in spite of a national Pres¬
idential election in 1956, it will be
a good year.

.VW-For one thing there is hardly a
business that is not affected by an increase in population.
The increase in population in 1955 can be expected to
continue, human nature being what it is. Certainly the
life insurance business is affected favorably as much
as any business by a high birth rate.
As this article is being written, our commitments for

new investments are at their highest point in our com¬

pany's history. This argues well for the investment of
our new funds in the coming year. Money may be a
little tight in 1956 but it is doubtful if business will be
retarded because of the scarcity of funds for investment.
There is a word of caution that might not be amiss

to all of us. In times when the consumer has ample
funds to spend, we seem to let down on our sales effort
because our goods and services are being bought in spite
of us. Then when we have to get out and really sell
again, we have lost much of the art of selling, not to
say anything of having lost the desire to work hard to
succeed. The company salesman who pursues his busi¬
ness with the same vigor in good times and bad never
has any bad times.

Turning the old farmer's words around, it would seem

;„that next year would be as good as last year, but even
if prosperity does not continue quite on the same level,
it will still be a good year for business, for industry
and labor. T. -7, '-Xy': ■.

PATINO R., ANTENOR
President, Patino Mines & Enterprises Consolidated
Tin—It is difficult to forecast the probable price and

volume of production of tin in 1956 owing to two main
factors (apart from the normal difficulty of estimating
consumer demand). The principal unknown factor is
whether Indonesia will adhere to the
International Tin Agreement, thus
permitting this latter to be put into
effect. This Agreement was intended
to keep the price of refined tin be¬
tween floor and ceiling prices of
£640 and £880, "respectively,*; per:
long ton (equivalent to 80 cents and
$1.10 U. S. per pound), the pro¬

jected International Tin Council be-:
ing obliged to sell tin when the -Jjv.
price should exceed £880 and being/
obliged to purchase when the price ,f ";
should be less than £640. Certain
well-defined operations would also
be permitted within the above lim¬
its. An initial buffer stock would be

• provided by the producing countries :
of 15,000 tons, of which not more than 75% would be in
tin metal and the balance in cash (calculated at £640
per ton). Production would only be restricted in certain

. defined circumstances. v ~ s ,

The U. S.; Government-owned tin smelter in Texas
City, which has consistently operated at a loss, poses
another problem. As the U. S. Government has practi¬
cally completed its stockpiling program (assumed to be
well over 300,000 tons, presumably sufficient for all
U. S. necessities for six years) it has! now put up the
above smelter for sale. This would affect the tin indus¬

try because some 20,000 additional tons of fine tin annu¬

ally (which at present go to the stockpile) might in
future be sold through market channels. Fortunately
there is an excess of tin smelting capacity in the world
apart from the Texas City smelter.

; The statistical position is now more satisfactory than
for many years as, for the first nine months of 1955 con¬
sumption was at an annual rate of 147,000 tons, and pro¬
duction 167,000 tons, excluding U.S.S.R. and China. Even
if stockpiling ceases completely after June, 1956, this
overproduction would not necessarily have serious con¬

sequences as world stocks of tin are not high (outside
Government stockpiles) and the present tendency is for
tin consumption to increase in spite of technological ad¬
vances in its industrial application. On the other hand
production is not likely to increase appreciably, if at all.
This improving statistical position has influenced the

price of refined tin, which for prompt delivery increased
from a low of 85.75 cents per pound on Jan. 6, 1955 to
a high of 110.50 cents in December. Even so, tin prices
are still low compared with the equivalent prices of
other nonferrous metals.

Bennett Archambault

ratino K., Anienor

In resume, 1955 was a satisfactory period of recupera¬
tion for the tin industry from its former depressed con¬
dition. For the first six months of 1956 shortages of tin
for prompt delivery may develop if stockpiling con¬
tinues, but when the latter ceases a period of reasonable
stability can be envisaged, barring new international
tensions or technological discoveries. It should not be
forgotten that two Asian countries, Malaya and Indo¬
nesia, are respectively the world's largest and second
largest producers.

BENNETT ARCHAMBAULT

President, Stewart-Warner Corporation
At Stewart-Warner Corporation we are making our

plans for 1956 on the assumption that the total national
level of business activity will be somewhat lower than
in 1955. Accordingly, we anticipate that hard selling

effort and alert operating manage¬
ment will be required to achieve
our goal of substantial improvement
over our near-record 1955 perform¬
ance. We recognize, as we assume
all business managers do, that the
further large increases in labor and
material costs which industry has
suffered during 1955 can have a

most unpleasant impact if there is
a serious decline in sales volume.
Several of the many industries in

which we are engaged appear to
have brighter prospects this year
than last. - Others may experience
some decline in total volume from

1955, but even these seem likely to
v > have exceptionally good years by

any other standard. All hold many great opportuni¬
ties which can be realized upon by advanced engineer¬
ing, low competitive costs and aggressive selling. These
are the directions in which we at Stewart-Warner will
concentrate our efforts.

During the past year we have added new products
and have obtained new accounts. Should general eco¬
nomic conditions remain as favorable as in 1955, our
operating results this year should exceed those of 1955.
If the national economy declines moderately from the
present level, we nevertheless expect our performance
to be considerably better than that of most prior years.
We have great belief in the opportunities and the

prospects of each of the principal industries in which
Stewart-Warner participates—materials handling, lubri¬
cation, automotive, electronics, aviation, heating and air
conditioning—and we look forward with much enthu¬
siasm toward both 1956 and the years beyond. • *

LOUIS V. ARONSON, II
President, Ronson Corporation

Our planning at Ronson for 1956 has been based on
these basic assumptions: (1) the level of purchasing
power will continue to grow with disposable income
probably reaching the $285 billion level, a gain of about
$15 billion over 1955; (2) sustained
investment by industry in new plant
and equipment which will substan¬
tially offset the expected slowups in
the automobile industry and residen¬
tial construction and, and (3) a con¬
tinuation of intensely competitive
business conditions, irrespective of
volume.
To take advantage of higher pur¬

chasing power, we have new and im¬
proved designs in our lighters and
the new electric shaver. These lines
achieved impressive sales in 1955
and we confidently expect further
increases in 1956. A further interest¬
ing aspect of the market for lighters
and shavers is the fact that we are ,v .

now in a period of rapid growth in our teen-age popu¬
lation. This results from the upturn in births which be¬
gan in the early 1940's and which has continued almost
without interruption since that time. Thus a new market
stimulus has been added to the normal demand for our
civilian product lines.
In addition to these potential gains, the Defense De¬

partment has announced an increase in military spend¬
ing, especially for aircraft and missiles. Ronson has been
active in these fields for several years and last year
undertook further expansion in this area through the
purchase of Hydraulic Units, Inc. This West Coast com¬
pany is now a wholly-owned Ronson subsidiary with
important growth potentials in the aircraft and missile
field.

Ronson also has important foreign business and our

foreign sales and earnings will continue to reflect the
prosperity which the free world is now enjoying, espe¬
cially Western Europe.
In recognition of the intense competition noted above,

Ronson is continuing to invest heavily in new plants and
equipment to keep costs at competitive levels. The new
plant in Stamford to produce shavers is an example of
this policy and a new plant is now under construction
at Stroudsburg, for the production of lighters. Older and
outdated facilities have been abandoned. Further moves
in this direction are under consideration in connection
with production of military items.
Our plans, therefore, are geared to the type of busi-

Continued on page 26

L. V. Aronson II
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Only STEEL can do so many jobs so well

UNITED STATES STEEL
For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, PaI

AMERICAN BRIDGE..AMERICAN STEEL & WIRE and CYCLONE FENCE..COLUMBIA-GENEVA STEEL..CONSOLIDATED WESTERN STEEL..GERRARD STEEL STRAPPING..NATIONAL TUBE
OIL WELL SUPPLY..TENNESSEE COAL & IRON..UNITED STATES STEEL PRODUCTS.. UNITED STATES STEEL SUPPLY..Diviihm ot UNITED STATES STEEL CORPORATION, PITTSBURGH

UNITED STATES STEEL HOMES, INC. • UNION SUPPLY COMPANY • UNITED STATES STEEL EXPORT COMPANY • UNIVERSAL ATLAS CEMENT COMPANY «-207B

Our Newest Turnpike. Much of the new Ohio Turnpike is lined with
USS Multisafty Cable Guard—a system of resilient steel cables that will
give the best possible protection against off-the-road crashes. To provide
skid resistance and smoother riding, as well as longer life for the pave¬

ment, the two' ribbons of concrete are reinforced with USS American
Welded Wire Fabric. And more than a million tons of USS Slag Aggre¬
gate, a product of United States Steel's blast furnaces, were used to make
concrete for this turnpike..

Whirling Cattle Feeders. These feeders look like industrial ventilators.
But actually, their purpose is to protect livestock mineral feeds (a flour¬
like substance) from wind and rain, yet keep the feed always accessible
to the animal. The feeder is made from USS Steel Sheets.

Free Movies. Over a dozen motion pictures are available free from your

nearest United States Steel Film Distribution Center. Any recognized
group may borrow the films. Write for the free booklet that describes
these films. Address United States Steel, 525 William Penn Place,
Pittsburgh 30, Pa. Ask for booklet MP-125.

This trade-mark is your guide to quality steel
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C. J. Backstrand

Continued from page 24
ness conditions we expect to prevail in 1956, i. e., high
purchasing power, high volume in both civilian and
military lines and intense competition.

C. J. BACKSTRAND
President, Armstrong Cork Company

The outlook for general business in 1956 is for further,
though modest, improvement. At least equally encourage-
ing are the prospects for the three principal markets
served by the Armstrong Cork Company, namely, build¬

ing materials and flooring products,
industrial specialties, and packaging.
While advances over the year ahead
may not be as large as those recorded
in 1955, both short- and long-term
opportunities continue to be bright.
On many sides are strong indica¬

tions of the vigorous growth taking
place in our private enterprise econ¬
omy. It is no wonder that companies
such as ours are looking forward to
expanded activities over the years
ahead. But as impressive as future
growth prospects are, it wculd be a
mistake not to realize fully that
change accompanies growth. Under¬
lying the growth of the past decade
has been a parade of changes affect¬

ing consumer demands, products, raw materials, and
production methods. It seems certain that even more
Tar-reach ing changes can be expected over the coming
decade. This will be particularly true in the building
yield where shifting consumer preferences as to style
and vastly improved materials and installation methods
can be anticipated.
Such promising longer-range growth prospects un¬

doubtedly will support near-term business. While rec¬
ognizing the tremendous underlying growth potential of
vhe American economy, short-term objectives must al¬
ways be kept in mind, for it is only by meeting such
objectives year by year that long-term growth can be
assured.
The year 1956 should see some further over-all gains

5n building., Once again, however, it will be! necessary
to focus attention on some divergent trends .within build¬
ing markets. Public interest in new housing seems in
3io way to have diminished but somewhat tighter mort¬
gage-credit conditions in recent months point to a mod¬
erate slowdown in new housing activity during the
months just ahead. Large numbers of new families in¬
cluding those of recently discharged veterans, record
Slumbers of growing children, and expanding incomes,
;ievertheless, indicate another high home-building year.
Millions of families living in older homes are becoming
increasingly conscious of the desirability of modernizing
their housing with professional assistance or through
their own efforts. The year 1956 will see expanded
widely-supported programs pointing up the urgency of
repairing and modernizing existing dwellings as a de¬
terrent to slums. All of these developments suggest that
"fix-up" work will show a further increase during the
year ahead which should at least offset any decline in
new home-building. " ; '
The level of nonresidential building in 1956 should be

well maintained and very likely will edge upward some- •

what further. Suburbanization of much of the population
continues to enlarge the needs for schools, hospitals,
churches, and commercial buildings of all types. More¬
over, steppcd-up capital expenditures by business can
only mean a still larger volume of industrial construc¬
tion.
Within these generally favorable building prospects

the outlook is even more promising for such specialized
inaterials as those necessary fon sound conditioning, air
conditioning, insulation and motlern floors, all of par¬
ticular interest to the Armstrong Cork Company;
The outlook for industrial specialties is conditioned by

prospects for general industrial activity and the oppor¬
tunities for cost reduction. While some curtailment al¬

ready is evident in demand for automobiles and certain
other durable goods, expansion is to be found in other
•markets, including many types of machinery. With the
3iever-ending requirements for cost reduction across in¬
dustry, particularly in the face of rising wages and many
material prices, the need for new products to increase
efficiency remains undiminished. In these areas research
efforts can be profitably directed, and particularly in
friction materials, adhesives, and packing and gasketing
items.

The rising desire of the American family to buy more
conveniently and to have its requirements met through
: actory rather than home processing suggests another
promising year Jor packaging materials. . Competition
among various packaging items for consumer preference
remains keen but over-all expansion in the market pro¬
vides an encouraging basis for projecting larger sales
of individual packaging items. Improved glass containers
are winning increasing favor in many food markets and
are proving to be more satisfactory than several other
packaging materials. •

The coming year should be one in which "good selling
will make the difference." The public should have more

purchasing power, but at the same time may well be
™re "choosey" in view of heavy buying during 1955.
.therefore, business success will depend significantly upon
a carefully designed selling program rooted in aggressive
advertising and promotion, backed up by extensive prod¬
uct and market research designed to keep products and
plans well in line with changing consumer needs and
desires. Satisfactory profits will require still greater

Bruce Baird

emphasis upon converting sales in to earnings through
improved efficiency in production and distribution. Thes*
are the tasks to which we are now devoting our major
attention. " ^ > * *

BRUCE BAIRD

President, National Savings and Trust Company,
p.,;, Washington, D. C.

The year 1955 has been exceptionally favorable for
most lines of business endeavor. The sharp reaction in
the general market resulting from the news of President
Eisenhower's recent illness, from which he has made

such a gallant and speedy, recovery,
reflected t.'.e National and Interna¬
tional concern but the drop in prices
was promptly checked and new highs
have since been recorded reflecting
strong underpinning and the effec¬
tiveness of measures taken to prevent
the experiences of the Thirties which
some of us can still vividly remember.

Steps have been taken to apply a
gentle brake through-contraction of
credit to avoid excesses of expansion
and it would seem likely that a firm
policy may be looked for in 1956 to
keep the general economic situation
healthy and vigorous.
The amazing transition from a

war-time to a peace-time operation
with little loss of momentum speaks volumes for the
adaptability of our business leaders and with such lead¬
ership we can enter upon the New Year with confidence
that sound and conservative measures will prevail and
that tne United States will continue to advance as tne
stronghold of free enterprise and individual liberty.

G. T. BAKER

President, National Airlines .

Statistics just released confirm, forecasts made at the
dawn of the New Year that in 1955 the air transportation
industry would see new traffic and revenue records
established. Indeed, they exceeded
the most optimistic predictions.
Airline gains were so substantial

that they alone resulted in a 3% in¬
crease U. S. inter-city common car¬
rier traffic for the year, according
to "American Aviation Magazine,"
which also reported a 19% gaip in
air passenger traffic, a 20% increase
an revenue ton-miles and exceeded

. 1954's revenue figure by 13.4%.
Significantly, the magazine points

out that while railroads and buses
continued to slump, the airlines more
than made up for their losses, mark¬
ing for the first,, time since Korea
that airline inter-city traffic has
shown an increase. Long-range fore- .,

casting is at best a hazardous occupation and an even
more precarious one to the airline seer who peers into
his crystal ball in quest of the 1956 image of commercial
air transportation. The dark shadow cast by radical and
inexplicable decisions of the Civil Aeronautics Board in
the latter months of 1955 has dimmed the notable
achievements of the old year and beclouded the pros¬
pects for the new. . * -
In 1956 the scheduled airlines of the United-States find

themselves confronted with one of their grayest perils
through action of the Civil Aeronautics Board in legaliz¬
ing cut-rate competition on the part of non-scheduled
operators, henceforth to be known by the Board's edict
as "Supplemental Air Carriers."
Having no obligation to serve the less profitable areas

covered by the certificated airlines and now being legally
permitted to conduct their "cream-skimming" operations
at fare levels substantially below those of the scheduled
airlines, the "Supplementals" can well bring about a
situation whereby many of the scheduled lines can no
longer support their services to marginal and loss cities
without subsidy. ~ -

It seems incredible that consistent violatorsi of the law
should be rewarded at the expense of law-abiders by the
same agency of government which has repeatedly cited
the non-skeds for their illegal operations.
The Board has denied all petitions for reconsideration

of its alarming action. There still remains a ray of hope
for relief through pending court action.
The creation of a new pattern of airline competition

in the Board's Southwest-Northeast decision likewise is

open to conjecture as we visualize the future. Appeals
for reconsideration in this case also have been denied.
If the Civil Aeronautics Board applies the same phil¬

osophy in the pending Northeast-Florida Case, the grant¬
ing of additional competition between New York and
Florida inevitably will cost the taxpayers additional
millions of dollars in airline subsidy.
It is clear from the legislative history of the Civil

Aeronautics Act that the primary purpose of Congress
in enacting that legislation was to establish principles
and machinery which would assure the air transporta¬
tion industry a sound economic foundation upon which
to build its financial and. operational structure and by
such means to promote th<y development of air transpor¬
tation to the greatest extent consistent with the mainte¬
nance of such sound economic conditions in this industry.
Undoubtedlly the airlines will establish new traffic

records in 1956, however, the matter of increasing the
profit factor over 1955 is open to serious question.
The future of this vital industry is dependent upon

sound-thinking and virile action on the part of the
agency to which is entrusted one of the most important
responsibilities in government. i '

G. T. Baker

Claude L. Benner

CLAUDE L. BENNER : , f
*

- President, Continental American Life
Insurance Company

Whether or ; not the general level of business will
attain new heights in 1956 is a moot question. While
I can see little reason for expecting any appreciable
decline in the over-all volume cf business, nevertheless,
one would have to be very opti¬
mistic indeed to expect 1956 to be
a better year than was 1955.
v But this much is certain. If the
volume of physical production in¬
creases materially over present-
levels, it will do so or.ly at the
cost of rising prices. This is obvious
when one remembers that currently;
most plants are running at 100% of
capacity, many basic materials are
scarce — in seme there is even a

black market — and unemployment
is at a minimum.

Suppose it would be possible to
sell more automobiles this year than
were sold last, where would the
steel come from out of which to
make them? Again, suppose through making mortgage
terms more generous and credit cheaper, an attempt is
made to build more houses than were built last year,
where would the building supplies come from? Last
summer, many of these supplies were becoming scarce,
and their prices rising. Is it wise to cause a scramble
for these scarce products, or even to try to increase
tneir output at "the present time through bidding up
their prices?
In short, where can we get the basic resources in

manpower, materials and plant capacity to increase our
over-all output this year? Would they not have to come
through working overtime and by bringing into use in¬
efficient marginal units of production? Inevitably, this
would result in higher costs and rising prices. Do we
want an increased output at this cost?
The coming year is likely to be one where the country

will pause to catch its breath and consolidate its posi¬
tion. I think this is likely to take place in most phases
of production. Certainly, it is to be desired in the ex¬
pansion of credit, particularly in consumer credit. The
nation simply does not possess resources of labor, capi¬
tal, or materials to make possible a business expansion
in 1956 over 1955, similar to what took place in 1955 or
1954. -

I hope those who are charged with the over-all super¬
vision of our tanking, credit, and fiscal policies, will
so conduct themselves that this attempt at increased pro¬
duction will r.ot be made. A further increase in output,
whether of houses, steel, or what-not, purchased at the
cost of rising prices and inflation, is not worth the
price.
Nineteen fifty-six bids fair to be a good year, but

measured in profits, perhaps not quite so good as 1955.
The level of employment should;be high, prosperity
widely diffused, and with the exception of the farmers,
few classes should have any cause to complain. If taxes
are reduced, business, will be further stimulated. But
without the benefit of tax reduction, the outlook is still
good.

B. E. BENSINGER

President, The Brunswick-BalkerCoIlender Company
Our business is primarily divided into three major

categories—the Billiard and Bowling Division, which
encompasses bowling alleys, billiard tables, and bowl¬
ing and billiard supplies; the School Furniture Division
which encompasses pupiLand school room seating (school
furniture), classroom cabinets, as well as gymnasium
equipment such as folding bleachers, folding partitions,
folding stages, and wardrobes; and the Defense Division,
in which field our activities consist mainly in the man¬

ufacture and furnishing of airframe component parts,,
as well as fiberglass products, such as radomes, to the
aircraft industry. . "
The bowling picture for 1956 looks most promising

for our company. We will shortly be introducing the
Brunswick Automatic Pinsetter in sizable volume. The
national interest in bowling is at an all-time high
—stimulated, perhaps, largely by the interest created
by bowling on TV. We look forward with confidence
to a large sales volume of bowling equipment and sup¬
plies which, of course, will be augmented by the sale
of the Bruswick Automatic Pinsetter.

The best that can be said about the billiard business
is that it is static. We do not anticipate any marked
alteration in our volume in the Billiard Division.
It is common knowledge that education is perhaps one

of the larger "industries" in America. The i-equire-
ments for trained teachers, school buildings, classroom
or pupil seating, as well as gymnasium equipment are
enormous. As a result, with the continued growth in
the educational field, the requirements for our products,
which we feel best meet the needs for pupil seating
and classroom use, it is only natural to conclude that
1956 will result in our obtaining a much larger volume
of business of school furniture, cabinets, and gymnaisum
equipment. \ / - ...

Our Defense business will probably be approximately

Continued on page 28
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Behind Today's Miracle Machines
'

■ •. ; *fr *

a Master's Touch in Oil

World's largest outdoor turbine plant, producing
electricity for Atomic Energy Works at Paducah,
Kentucky ...

Giant eye of the Mt. Palomar telescope through
whichman sees farther into space than ever before...

World's most completely automated plant, man¬

ufacturing automobile engines . ..

First successful diamond-making machine i;:

One of every six industrial wheels turning in the

free world—more than half the big turbines (5000
kilowatts and over) ...

All have one thing in common—socony mobil's
master touch in lubrication.

Good reason! Men who depend on machinery de¬
pend on soconymobil, as a partner in its protection.

* * ★

Wherever there's progress in motion—in your car,

your factory, your farm or your home—you, too,
can look to the leader for lubrication.

SOCONY MOBIL OIL COMPANY/INC.
LEADER IN LUBRICATION FOR NEARLY A CENTURY

Affiliates: General Petroleum Corporation and Magnolia Petroleum Company
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Eugene C. tiauei

Continued from page 26
on the same level in 1956 as in 1955. Our company

is recognized as one of the national leaders and one of
the best qualified concerns in plastics (fiberglass), cov¬
ering sucn items as raaumes, lm, wing, ana rubber tips
as well as component parts for guided missiles for
the aircraft industry. We likewise have the facilities
to make component parts for air frames.
In summation, with the trend toward more leisure

time and a shorter work week in 1956, with a high level
of employment, in my judgment our particular industry
should fare better than the national average. Barring
any drastic cnange in the national economy or any in¬
ternational crisis, we look forward with confidence to
1956, with the assurance that we will enjoy an increase
in business in all the major divisions of our company.

EUGENE C. BAUER

President, Poor & Company

With yesteryear closed practically all segments of
the economy are at current capacity, with the urge for

even greater production during the
year ahead.
On the assumption that rail deliv¬

eries will fulfill the demands of the

railroads, our railway supply busi¬
ness will be excellent.
The highly publicized Highway

Program in prospect will effect us

very favorably from various stand¬
points. Our subsidiary, Pioneer En¬
gineering Works, not only manu¬
factures road construction machin¬

ery, such as Bituminous Asphalt,
Mixers and Pavers, besides equip¬
ment for aggregate and cement
plants. The road construction pro¬

gram is also of great importance to
our subsidiary, Kensington Steel Co.,

in the supplying of manganese steel repairs for various
equipment.
We are very hopeful for the coming year.

M. S. BERINGER

President, The British American Oil Company
Limited, Toronto, Canada

The year 1956 should again see Canada's economy

setting new records. The general level of prosperity
will again be influenced by the expansive forces wh'ch
have been the dominant characteristic of the business
scene for several years. The mo¬
mentum of 1955, which probably will
see the. Gross National Product ex¬

ceed $26 billion, should carry well
into 1956. >
Once again the petroleum industry

is a nptable indicator of the na.ion s
economic strength, arid the year 19j5
has shown brighter'Xpbospacts than
ever for the industry. -New records
were established in ' well footage
drilled, crude oil production aid
refining throughputs. An estimated
half-a-billion dollars was invested n

the industry, of which nearly $490
million—or more than $1 million a
day—was spent on exploration and
production activities. Approximately
half a billion barrels were added to reserves, bringing
the estimated crude oil reserves to a total of three
billion barrels.

The upward swing in the petroleum industry is ex¬
pected to continue throughout 1956. The growth in
consumption will be about 7 to 9%. The increase in
domestic demand will naturally absorb more of our *

crude oil production but the most promising area for
expansion is export to the United States.

Canada is_currently producing and marketing over
340,000 barrels of crude daily. Export to the United
States is running about 70,000 barrels daily, which is
nearly double the quantity reported earlier in the year.
The Pacific Northwest and Minneapolis-Lakehead are

especially promising markets for Canadian crude. The
building of substantial foreign markets is a long-range
project, but increase in exports to the U. S. in 1955
and the prospects of further increases in 1956 is en¬

couraging evidence that progress is being made.
Keeping pace with the increase in Canadian motor

car registrations (a 7% increase is predicted for 1956)
and the industrial demands for oil products, Canada's
refining facilities will be expanded from 585,000 barrels
per day to over 630,000 barrels per day by the end of
1956. Chief feature of this expansion program will be
the emphasis on catalytic refining capacity. The pres¬
ent catalytic refining capacity of 36,000 barrels a day is
expected to be doubled in 1956.

The prospects for the natural gas industry brightened
during 1955. The Trans-Canada project appeared to be
nearing a workable soluation with a Crown company
building the Manitoba-Ontario stretch of the line. Tne
Westcoast project for Peace River gas marketing was
approved by the U. S. Federal Power Commission. A
similar favorable decision in 1956 for the export-import
provisions in the Trans-Canada program could usher
the Canadian natural gas industry into a new era cf
development.

Carl A. Bimson

i»i. j. Lieruiger

CARL A. BIMSON

President, Valley National Bank, Phoenix, Ariz.

On the premise that the whole is equal to the sum of
all its parts, I am pleased to report to you on one of the
parts, namely, the banking outlook in this section of the
country. Arizona has just concluded the most prosperous

year in its history. New records have
been established by practically all
segments of the economy except ag¬
riculture. We are entering 1956 with
more momentum and more new de¬

velopments in process than any year
within my recollection. Good busi¬
ness seems assured, at least for the
early months of the year.
What happens thereafter may de¬

pend somewhat on national trends
but we expect that immigration of
new people and new industries will
continue at approximately the level
of recent years. In the ten years
since the end of World War II, Ari¬
zona has been the fastest growing
state in the nation. This is due in

part to its geographical location in the most dynamic
section of the country. v

Our most spectacular gains at the moment are in
manufacturing, copper mining and military aviation.
Manufacturing employment has increased 13% in the
past year and more than 100% over the past five years,
much of the increase being in aircraft, electronics and
related industries. Our copper mines produced over $340
million worth of this important metal last year, nearly
50% of the domestic output of the United States. Con¬
struction of new factories, smelters, utility power plants,
etc., as well as homes, shopping centers and tourist fa¬
cilities have kept the building industry busy.
All of these things add up to a high rate of activity in

the banking business. Demand for loans of all kinds
was very strong throughout 1955 and it looks now as

though the same situation would prevail throughout most
of 1956. With interest rates firming and with our loan
portfolio at its all-time peak, the outlook of bank earn¬

ings this year appears to be excellent. The number of
banking offices in Arizona has doubled since the war and
continued growth is expected.

ESKIL I. BJORK

President, The Peoples Gas Light & Coke Co.

Further expansion of our fully-integrated system's
utility plant and service, to enable us to supply the rising
reed for natural gas in the vast Chicago region market,
is one of our main Objectives for 1956 and the near fu¬
ture. In common with other major
companies in America's gas ulilities
industry today, v/e are carrying out
a continuing program of expansion
because of the increasing demand for
cur product and services by residen¬
tial, commercial, ab'd industrial cus¬
tomers of the gas utililies in the
six-state market of almost 7,000.000
population whose natural gas supply
is provided by either Texas-Illinois
Natural Gas Company or Natural
Gas Pipeline Company, subsidiaries
ol' Peoples Gas.
The extent of our expansion pro¬

gram in recent years can be meas-
sured by the consolidated balance
sheets of' The Peoples Gas Light and
Coke Company and its six subsidiary companies. Total
assets increased from $396,000,000 at Dec. 31, 1950, to
$626,000,000 last Oct. 31' and in the same period total
property increased from $342,000,000 to $555,000,000; '
Annual consolidated gas sales revenue is now more

than double the 1951 figure of $70,000,000.
A significant increase has been effected in the natural

gas delivery capacity of the Peoples Gas system—from
522 million cubic feet daily in 1951, and prior to Dec. 1
of that year, to more.than one billion cubic feet trans¬
mitted daily by our present three long distance pipelines.
It is estimated that Peoples Gas and subsidiary com¬

panies, subject in some instances to regulatory commis¬
sion approval, will expend about $60,000,000 on expan¬
sion projects during 1956, with some $12,000,000 sched¬
uled to be spent by Peoples Gas in new and improved
facilities for Chicago Gas customers.
A new high level of peak day delivery capacity for

the system, amounting to 1.471 billion cubic feet of natu¬
ral gas, is expected for the 1956-57 heating season upon
completion of the $7,500,000 expansion project for the
underground natural gas storage field at Herscher, 111.
The storage field is to have a peak day deliverability

of 430 million cubic feet of gas for the 1956-57 heating
season, almost three times its daily deliverability when
commercial operation began in 1953.

Expansion of the field made it possible for Peoples
Gas and other gas utility customers of the storage com¬
pany to authorize the attachment of 100,000 house heat¬
ing customers since last Aug. 15 when the Federal Power
Commission approved the project.

Among other system-wide construction projects
planned, Natural Gas Pipeline Company of America has
asked for authority to build 350 miles of pipeline from
its Fritch, Texas, terminal in the Texas Panhandle to
gain access to new long-term gas reserves under contract
in Jack and Wise counties, Texas. If Federal Power
Commission approval is received, construction on the

$32,000,000 project will begin as soon as the necessary
materials can be obtained. *

Other additions to and improvements of pipeline
facilities to be constructed during 1956 will cost approxi¬
mately $15,000,000.

W. C. BOWMAN
"r!,

fc-skii 1. Bjork

Chairman, The First National Bank of

Montgomery, Ala.
We are just concluding a most satisfactory year in all

types cf business enterprises in this section. Our crops
were t..e best that we have had in many years and our

many small industries and manufacturing plants have
v ' " been in full operation. Fortunately

we are well balanced between agri¬
culture and industry, both of which
are supplemented by substantial pay¬
rolls from State and Governmental

agencies. Maxwell Air Force Base,
which is the home of the Air Uni¬

versity, has made capital invest¬
ments during the past year and
maintains a very substantial payroll,
which greatly benefits our com¬

munity.
My thinking, no doubt, is in accord

with others throughout the country
to the effect we must approach the
new year with caution and with the

W. C. Bowm«n realization that conditions will per-
/iv: haps not be as rosy as they were in

1955 and that this is a time for caution and conservatism.
Aside from the apparent over-extension of consumer

credit, our citizens are in good financial condition and
are in position to withstand some recession without

serious, results. In the main, I feel that our community
is in sound condition and prepared to meet any emer¬

gency which may arise.

THOMAS C. BOUSHALL

President, The Bank of Virginia, Richmond, Va.
The Bank of Virginia ended 1955 with the highest

operating profit and the highest net available earnings
in its 33-year history. '
Resources of tne bank increased by $3,080,247 in the

year, for a total of $113,9o4,734 on
Dec. 31. Deposits gained $2,273,739
for a total of $103,118,218 at year-
end. Total capital accounts at Dec. 31
were $7,760,240, including retained
earnings of $249,901, after the pay¬
ment of $360,000 in dividends.
The bank's operating income

amounted to $5,947,168, or $665,957
over Dec. 31,' 1954. Net operating
profit was $660,155, or $135,513 over
the previous year. Net available
earnings were $609,901, or $6,311
increase. Net operating profit per
share on the bank's 360,000 shares
of stock amounted to $1.83 compared
to $1.46 in 1954. Net available earn- Thomas C.

ings were $1.69 per share, compared
to $1.68 for the previous year. Dividends of $1 per share,
or a total of $360,000, were paid in 1955.
Rising credit demands were reflected in loan totals,

which in turn increased total operating income. Loan
outstandings on Dec. 31, last, were $59,945,225, a gain of
$4,753,644 over that of Dec. 31, 1954. Repayments to
the bank each month total approximately $10 million.

Credit Warning

The greatest danger we face is an over-availability of
money for goods and services beyond their current pro¬
duction, which historically inflates the price structure.
Voluntary restraint by the banks and all credit-granting
agencies can help hold this unhappy force in leash.
Should this voluntary effort at self-preservation not

develop and hold the economy to a sound, safe level of
growth of around three to four percent over 1955, it is
obvious that the Federal Government will take further
restrictive and restraining steps.
In the deposit picture, the bank ended the year with

$55,258,474 in time deposits, represented by 56,233 sav¬
ings accounts exclusive of 27,971 Christmas and Vacation
Club accounts. Demand deposits of $47,859,744 were

represented by 57.989 accounts. Total accounts of all
kinds being served by the bank at year-end were 238,999
compared to 232,788 at the end of the previous year.

In the bank's operating expenses the highest item was
$2,303,853 for salaries and staff benefits. The second was

$831,759 for interest paid on time deposits. Federal in¬
come taxes on operating profit amounted to $521,279.
Other taxes were $152,219. Deposit insurance cost $37,582.

Growth Forecast for Virginia

Virginia and the entire South have the promise of
great growth in the future. Presently the region holds
one-third of the nation's chemical industry and indica¬
tions are that it will have one-half of that industry in
the next 10 years. Total personal income in continental
United States has gained 233% in the 1829-1954 period
and in Virginia the gain has been 400%.
In "prudent provision" for keeping step with the new

economic horizons in the South, the Bank has made im¬
portant additions to bank building quarters and equip¬
ment in 1955. A handsome new bank home at 600 Wash¬

ington Street in Portsmouth was opened on July 11.
Additions were completed at the bank's 2900 West Broad
Street office in Richmond, and a program to-enlarge and
improve the 21st and Granby Streets office in Norfolk.

Continued on page 20
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Curtice Urges Relaxation of Credit Curbs

Harlow H. Curtice

: President Harlow H. Curtice of
General Motors said on Jan. 17
that automotive credit is in a

healthy condition and expressed
the hope that
the Federal

Reserve Sys¬
tem will relax
its "present
r e s t r i ctive

policy" on
consumer bor¬

rowing.
He also ex¬

pressed the
hope that
President Ei¬
senhower will

decide to seek

re-election to

preserve the
■

-;; "new feeling
of confidence" which the Presi¬
dent's Administration has inspired
throughout America and the free
world.

Referring to one of the top "Mo-
torama" attractions, GM's new gas

turbine-powered Firebird II, Mr.
Curtice predicted that although
this family-type experimental car
is not ready for commercial pro¬
duction, it or something very simi¬
lar "may be in very general use"
in 10 years.

He said the attention being given
to automotive credit represents
"too much concern about a very
"normal situation which has ac¬

companied the growth in our pop¬

ulation, the growth in disposable
income, and the growth in con¬
sumer purchasing."
"I think it is' a pretty delicate

subject for any group of men to
endeavor to tamper with," he said.
Mr. Curtice said down payments

on new cars have continued to av¬

erage 40% of the purchase price;
the average installment remains
at $80; and this installment now
represents 17% of the average
household income, compared to
21% a few years ago.

Statistics of General Motors Ac¬

ceptance Corp. indicate, he said,
that automotive credit terras have

lengthened only to 28 months com¬
pared to 24V2 months a year and
a half ago—a "very negligible ex¬
tension in the time." ^ '* \'r.i];
\ "Consumer credit has made and
will continue to make a very great
contribution to a continuing and
improving level of our standard
of living," he said. .

"I regret very much," he added,
"that the present restrictive policy
is in effect and sincerely hope that
those who are responsible for it
will change back to a normal situ¬
ation, making the credit free and
available."
Mr. Curtice also said:

• <1) That the excise tax on auto¬
mobiles should be removed. "It
was put on as an emergency tax a

long time ago, and it should be
removed," he said. "Automobiles
are no longer considered a luxury.
They are an absolute necessity."
(2) Disclosed that the record

$1 billion in capital expenditures
planned by GM in 1956 will in¬
clude $250 million for new proj¬
ects not previously announced. He
said "almost all" of the expendi¬
tures will be for expansion of
GM's automotive divisions and es¬

timated their productive capacity
will be increased by about 10%.
(3) General Motors has not

forced its dealers to take more

cars than they have ordered. "Our
dealers have had a handsome year
from a profit standpoint," Mr.
Curtice added.

(4) GM plans no new financing
at present.
(5) GM will not hold down its

production to keep from winning
a bigger share of the market. "I
shall do everything possible to
encourage our people to continue
to make our products so outstand¬
ing in every respect that they will
be accorded very favorable reac¬
tions by that most important per¬
son, the customer," he said.> ^

(6) General Motors has no in¬
tention of adding a new line of
automobiles, despite reports that
other companies may do so. He
said that "we will continue to

grow from within." .

(7) Explained that his previous
estimate that the automotive in¬

dustry will produce and the do¬
mestic market will absorb in 1956
a total of 7,500,000 cars and trucks
included 6,500,000 passenger cars
and 1,000,000 trucks. Including
Canada and for export to other
markets, he said, his estimates are

7,100,000 passenger cars and 1,250,-
000 trucks.

Mr. Curtice also said he believes
fuel injection in 'automobile en¬

gines is "on its way," but declined
to estimate when it will be com¬

mercially feasible; said horse¬
power increases have benefited
customers by increasing the safety
and "flexibility" of their cars; an¬
nounced that the market outlook

for Frigidaire products is "very
good"; and expressed confidence
that the petroleum industry will
continue to improve the octane

ratings of gasolines to keep pace

with boosts in compression ratios
of automotive engines.
He said it should be up to the

"wisdom" of Congress to decide

how to pay for an urgently needed
national rpadbuilding program.
Mr. Curtice warned automotive

buyers not to base their decisions
on whether to purchase 1956 mod¬
els on reports of "revolutionary"
1957 models.

"In my judgment, the 1957 cars

will again represent great prog¬

ress, but on an evolutionary basis,
and not revolutionary," he said.

Mr. Curtice's remarks on the

Eisenhower Administration fol¬

lowed a question as to whether he

would want to revise his predic¬
tion of continued prosperity in
1956—which he told GM's Lunch¬

eon for Business Leaders on Jan.
shoulcF be "another record year
for business generally" -r- if the
President does not seek a second
term., .y - *

"I think the Eisenhower Ad-
ministration has brought, to the,
people of this country as well as
the entire free world a new feel¬

ing of confidence," Mr. Curtice
said. ;. , ' - 1 ; -

"It is my hope that we can con¬

tinue to enjoy that kind of leader¬

ship, and the only way we can

have it, headed by that great man,
is for him to be a candidate for

re-election, and I sincerely hope
he will be."

"In Just 45 Days, Steel Changed
MyWhole Approach to Farming"

An Ohio farmer tells a true story of losing five buildings in a fire.
And what happened when he replaced them with steel Quonsets...

W. "Dud" Uridgman

"My tenant

phoned me at
10 a.m. that A

Sunday and ■

exploded: '
'The barn's -

on FIRE!'

"W hen

you'reafarm-
er, you fear

those words more than almost any¬

thing. They really shake you up."
Before volunteer firemen could-

come six miles from Plain City, Ohio,
five buildings on the 360-acre farm of .

O. W. "Bud" Bridgman were a .

blazing inferno.

What Bridgman did
, "

About four days after the fire, Bridg¬
man called the local Quonset dealer, ;

Paul V. Reed, in nearby London, Ohio.

Says Bridgman today:
"I'd read about steel Quonsets and

was convinced they could get me back c
in business quickly."
He was right. In just 45 days five )

new steel Quonset buildings—made
by Stran-Steel Corporation—were
erected and in use. > -

"And I can tell you now, there are

many more advantages to my steel"
Quonsets," Bridgman says.

IIow steel works for him

"There just isn't anything you can "

say against them. For one thing, I've
got no more worries about fire. These
steel Quonsets are really versatile, too.
Do many jobs. They just about elimi¬
nate maintenance. Protect my crops.

And do they save time and labor!"
Bridgman's steel Quonsets include

a hay storage and self-feeding build¬
ing, a beef cattle shelter, a combina¬
tion ear corn and small grain drying
and storage building, a machine
storage building, and a garage and
machinery repair and service center.

Quonsets are profit-makers

Bridgman says his hay storage and

self-feeding Quonset, equipped with
a movable manger, reduces labor..
"When cattle are comfortable, and
have hay before them all the time,
they eat more. And that means more

dollars when you take them to market.
"And with post-free construction

it's easy to put up the hay, or to use

the building for any number of farm
jobs." Bridgman says that with his
grain-drying and storage Quonset he
can harvest earlier and reduce the risk

of bad weather. "With facilities to

dry crops,wecanstore them-—and con¬
trol theirmoisture content perfectly—
until the market is right for selling."

Reduce costs, too

With his Quonset machine storage
shed, this steel-minded farmer finds
equipment deterioration is reduced to
a minimum. And his Quonset garage
and workshop provides comfortable
space for farm repair jobs (and an
automobile and truck, too).
"I guess you'd sum it up this way,"

Bridgman says. "These steel Quonset
buildings work for and work with a

farmer. Their original cost was less

than I expected, and what we gain in
ease of operation and less labor makes
a real savings."

National's role

Pioneered by Stran-Steel—a member
of the family of National Steel Corpo¬
ration—steel Quonset buildings are

winning wide acceptance as an impor¬
tant "working tool" on the farm.
Stran-Steel buildings of varied

types also are finding many new appli¬
cations in industry and commerce.

Their strength, of course, is steel—
America's great bargain metal. At
National Steel it is our constant goal,

through research and cooperation
with our customers, to make better
steels for the better products of
America's industries.

SEVEN GREAT DIVISIONS

WELDED INTO ONE COMPLETE

STEEL-MAKING STRUCTURE

Great Lakes Steel Corporation • Weirton

Steel Company • Stran-Steel Corporation •
Ilanna Iron Ore Company • National Steel
Products Company • The Ilanna Furnace

Corporation • National Mines Corporation

NATIONAL STEEL
GRANT BUILDING

CORPORATION
PITTSBURGH, PA.
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Lyman B. Brainerd

Continued jrom page 28

Land was acquired to build a new bank building in
Petersburg. ' --7V'K!-V''^v77
During 1955 permission was obtained from supervisory

authorities for the bank to open three additional offices
in Richmond: In the Village Shopping Center at Three
Chopt and Patterson Avenue, which was opened on
Jan. 6; at Staples Mill Road and on the Petersburg Pike,
both of which are under construction for scheduled com¬
pletion in 1956.
An important part of the bank's 1955 program for its

personnel was the encouragement of attendance in
courses offered by the American Institute of Banking
and other educational institutions. A total of $14,582 was

spent in education costs. The bank made cash awards of
$25 each to 164 people in Perfect Attendance Awards.
Ten staff members won awards for the seventh consecu¬

tive year.
Another good year in 1956 seems well assured based

on such factors as a $30 billion capital outlay by busi¬
ness, the traditional advocating of an expanding econ¬
omy in an election year and continued defense expendi¬
tures before the "fading Spirit-of-Geneva."

LYMAN B. BRAINERD

President, The Hartford Steam Boiler Inspection
and Insurance Company

For the companies engaged in the underwriting of
boiler and machinery insurance, the year now starting
should be a good one. As a backlog they will have avail¬
able for renewal many of the policies put on their books
during 1953, the second largest writ¬
ing year in the history of the line,
and, in addition, they should find
additional sales opportunities grow¬

ing out of the present active rate of
industrial production. Opportunities
for boiler and machinery insurance
underwriting follow quite closely the
prevailing state of business gener¬
ally. As there have been few signs
of any major slack-off in business,
there seems to be good reason for
expecting that the volume of boiler
and machinery premiums to be writ¬
ten in 1956 will run substantially
ahead of the good volume written in
1955.
Due to a period of power equip¬

ment shortages and rising costs, the companies went
through several years in t ie last decade in which both
accident frequency and average cost per loss climbed.
Accident frequency seems to have pretty well leveled
off but cost per loss still continues to climb. This is
doubtless due at least partly to the higher limits now

generally carried to care for the increasing exposures
represented by equipment that is becoming ever larger
both in capacities and values.

However, this same increase in the size and capacities
of equipment points up even more emphatically the need
cn thg part of owners and operators for the type of
engineering inspections that are an accompaniment of
boiler and machinery insurance. There is no doubt that
these conditions create exposures to what, for want of a

better term, may be described as losses of the "jumbo"
size. Thus the engineering departments of the insurance
companies are constantly at work developing inspection
techniques aimed at preventing such accidents. They
are having to deal, too, with equipment and processes
which, particularly in the chemical and petrochemical
industries, are much more complicated than ever before.'
Then, too, companies recognizd that eventually they will
be called on to insure and inspect power equipment de¬
pending upon atomic fuel. To that end they are studying
the subject through committees of their various asso¬
ciations.

It can be said that in 1956 the outlook is for continued

growth of boiler and machinery insurance. Recent im¬

provements in coverage are such that the companies are

better than ever able to meet the needs of insurance

buyers by providing policies hand-tailored to cover even

the most complicated of exposures.. All in all, it should
be a satisfactory year for this part of the insurance
industry.

CARL D. BROREIN

j ■ President and General Manager,
Peninsular Telephone Company

The growth and development of Florida is continuing
on a sound basis. There is every
indication that the current winter
and spring season will set new rec¬

ords in tourist patronage, population
growth, industrial expansion and
agricultural production. Our econ¬

omy, in a measure, reflects the eco¬
nomic progress of the country as a
whole and we look forward to a

year of continued progress, sound
economic and population growth and
continued expansion of industry, as
well as prosperity and progress in
agricultural lines, particularly citrus.
In our particular field of telephone

communication we expect a full year
of the growth and expansion trends
which have set new records and

continuous over the past ten years.

John T. Brown

JOHN T. BROWN. . v;~

^ President, J. I. Case Company r- — '
Any attempt accurately to appraise the coming year

with respect to the farm machinery industry is always
hazardous, and at this time it seems to be more hazard¬
ous than usual. Prices of many farm products are lower
than they • have been in several V
years. While domestic markets are
excellent, foreign - demand is less
than it was some years ago. Farm
production in 1955 broke even the
1948 record, so large surpluses of
wheat," corn, cotton and rise are
overhanging the market and conse¬
quently depressing prices. .7. ;
Farm machinery is the best known

tool available to help the farmer in¬
crease his output per man and at
the same time reduce his cost of
production. It is only through re¬
duced cost of production that the
farmei4 has an opportnuity to oper¬
ate profitably on the lower prices
which he is now receiving. A big
factor in cost of production is the cost of farm labor
which is not only scarce but expensive, with efficient
farm help difficult to find. Of all the items, which go
into the farmer's cost of production, farm labor has
gone up the highest; farm machinery costs among the
least; with carefully selected farm machinery he can
substantially reduce his farm labor costs.

Such statistics as are available would seem to indicate
that farmers have not replaced their old machinery nor
purchased as much new machinery as would be in their
own best interests. The many new and improved types
of machinery to be available in 1956 are more efficient
than a large percentage of the machines now in use.
The new designs will do better work at less cost. At
the same time the farmer will find it easier to carry on
his operations.
Competition will be extremely keen at both the manu¬

facturing and retail levels. The stmulus of new products
plus more aggressive sales and merchandising programs,
could offset the unfavorable factors in the agricultural
economy. It should not be overlooked that 45% of the
farmers produce 90% of the farm products sold. A large
percentage of the farmers in these groups not only need
the very latest farm machinery, but most of them are
in a position to buy what they require to conduct their
operations at the highest level of efficiency.
The number of farms is decreasing. The size of farms

is increasing, then with farm help scarce and expensive,
as previously mentioned, farm operators will find it
definitely worthwhile to purchase the equipment which
will make it possible for them to carry on their opera¬
tions easier, better and at lower cost. ,

As is always true in the agricultural machinery busi¬
ness, weather conditions during the growing and har¬
vesting season can have an important influence on re¬
sults. There is no known way to predict what nature
will do in this respect.

MILTON BROWN

President, Mercantile National Bank At Dallas, Texas
The year 1955 closes with the economy operating at

record levels. The favorable showing of all indexes and
the confident nature of business sentiment assures a

continued record volume of industrial production, at
least during the first half of 1956. Of
particular significance in appraising
the immediate future outlook is tee .

confidence with which future plan¬
ning and forward commitment are
entered including inventory and cap¬
ital outlays for distributive and pro¬
ductive facilities. While no early
slackening is in prospect, the rate of
climb in industrial production has
perhaps leveled out somewhat. The
possibility of some cut-back in hous¬
ing and automobile production seems ■

more probable than a further in¬
crease. Moreover, conditions in the
Southwest will be adversely affected
by the unfavorable position of agri¬
culture and livestock. Business and

manufacturing inventories have shown increasing ten¬
dencies throughout the year but based on current level
of sales no unhealthy position is indicated. ; ■

The economy of the Southwest is typified by a high
rate of activity in all phases of the petroleum and chem¬
ical industry. Heavy demand for products has stimulated
the drilling of new wells and high output of refineries.
Well completions during 1955 have exceeded the pre¬
ceding year by approximately 25% with every indication
that this level will be maintained in the new year. The
expansion and modernization of plant facilities long un¬
der way will be continued during 1956 on an increased
scale.

The outlook for agriculture throughout the nation is
unfavorable. All of the available data, including the
"parity ratio," are clearly indicative of a major readjust¬
ment taking place including a shrinkage in farm popula¬
tion. In the Southwest the agricultural prospect is less
favorable than elsewhere because of a continued de¬

ficiency of rainfall—-1955 was the driest year on record
in certain sections of the area.

Banking in the Southwest has completed- its most
profitable year. Loan demand continues strong with
rates .showing a tendency toward firmness. A large
volume of Commodity Credit Corporation guaranteed
paper is held by banks throughout this area.-The up¬

Milton Brown

ward adjustment of rates on this paper and its avail¬
ability has resulted in this non-risk asset being used as
a primary reserve investment in substantial degree.
While loans have increased substantially during the last ^
12 months, yet banks in this region are in position to,
adequately provide for the expanding economy of this
region. . . ^ . . . i.
The future of money rates is necessarily dependent

upon open market and discount policies of the Federal-
Reserve System and the Treasury. Assuming that in-,
flationary pressures continue to be held in check, there
appears no justification for higher interest rates in the,
immediate future. On the other hand, the tendency for
bank credit to continue to increase, particularly in
loans of commercial, industrial, and consumer categories,,
would seem to preclude hope of an early reduction in.
interest rates. * ;•

In addition to certain disconcerting elements in a gen¬
erally favorable business picture, it seems prudent for.
businessmen to be prepared for the possibility that con-,
fidence may be influenced considerably by the course
of politics during 1956. •

R. R. BRUBACHER

President, The Toy National Bank and the
• Farmers Loan & Trust Co., Sioux City, Iowa
The Sioux City territory experienced a drought during

the past season resulting in a smaller corn crop than
usual and business is feeiing the impact somewhat, both
on account of the short corn crop and also due to the

lower prices being paid for finished
livestock, particularly hogs. •

The result has been that the vol¬
ume of retail business in the Sioux
City metropolitan area for 1955 is
below that of 1954 and materially
below that of 1953. ■■'77,;
The year 1955 was very dry and

just what effect that will have on
the crops in 1956 remains to be seen*
as we will be entering the 1956 crop
season with a deficiency of soil mois¬
ture, unless weather conditions ma¬
terially change.
Sioux City and its territory are

not particularly dependent upon in¬
dustrial activity, but are dependent
princinally upon the prosperity of

the farmer. We do not feel that conditions are at all
critical, but we are surely hoping for better prices for
livestock and grain and for sufficient moisture during
1956 so that normal crops may be raised.

R. R. Brubacber

E. F. Bullard

E. F. BULLARD 7

7 President, Stanolind Oil and Gas Company
Aside from a crucial^legislative fight in the Senate,

the oil and gas producing industry can look forward
confidently to another record year in 1956.
Increased consumer demand of about 4% for petroleum

products will be reflected in higher
demand for domestic crude oil of
approximately 3.4%. Thus, daily av¬
erage production of crude oil and
natural gas liquids in 1956 should
approximate 7.8 million barrels, as
compared with 7.5 million barrels
daily in 1955. Marketed natural gas
production should be up about 5%
over the 1955 annual total of about
9.3 trillion cubic feet.
Amid all this optimism, however,

there is a disturbing note, relative
to existing direct Federal controls
over the production and gathering
cf natural gas. * The year 1955 was
the first full year of operation under
the utility-type controls imposed by
the Federal Power Commission subsequent to the U. S.
Supreme Court's decision in the Phillips case on June 7,
1954. The year's results bear out earlier predictions that
Federal utility-type controls would have a depressing
effect on the industry's operations: gas well completions
in 1955 wrere down 9% from 1954; new commitments of
gas reserves to interstate pipelines, which dropped some
65% between 1953 and 1954, were even lower in 1955.
These statistics are alarming to most persons who are

concerned about adequate supplies of natural gas for
the future. Expansion of existing gas markets and devel¬
opment of new ones are contingent upon the industry's
continuing ability to find and develop new reserves of
gas faster than existing ones are used up. It is obvious
that direct Federal controls on the gas-producing indus¬
try are not conducive to exploration and development.
Of even greater concern, however,' is the possibility

that unless corrective legislation is passed and signed,
the same Federal controls will be extended to crude oil
production, with inevitably the same stifling results.
Since much gas—now being controlled—is produced with
oil, it is difficult to see how a regulating agency could
enforce price and production controls on one commodity
without also bringing into the "control circle" all other
commodities produced along with it. Going a step fur¬
ther, once oil and gas were both controlled, it would
seem inequitable to leave their principal competitors-
coal and electricity—free and unregulated. It takes no
'great stretch of the imagination to foresee an ever-wid¬
ening control pattern that ultimately would engulf the
entire economy.

The existing situation and its potentialities represent
a serious threat to our traditional free enterprise con¬
cepts. Apart from this consideration, however, it seems
ViorrIL? Phncicfrnf xxritH thp Hption?ll SPPllfitv Effort tO
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impose regulations that serve only as deterrents to the
development of such vital natural resources as natural1
gas and crude oil. / • V: '• IV'''-/•/••/;/. ;
'These are the elements the Senate must consider as it1,*

debates the Harris-Fulbright legislation in the present1
session of the 84th Congress. The House passed the Har¬
ris biil in the closing days of the first session: however,
Congress adjourned before Senate action could be taken'
on the companion Fulbright bill. * The Senate Commerce
Committee favorably reported the Fulbright bill by an
overwhelming 11-4 vote. "i"V-y
; It is unfortunate that the issues in the case are being
clouded by the fantastic claims of the bill's opponents.
The opposition is being led by a group of Eastern gas-

distributing utilities, whose position on the legislation
would seem completely inconsistent with their depend- ;
ence for long-range expansion upon adequate and in¬
creasing supplies of natural gas. It should be noted that
the same utilities were strongly in favor of the Hinshaw
bill—-passed by the 83rd Congress—which removed local
distributing utilities from the threat of Federal regula¬
tion. This is precisely what the Harris-Fulbright legis¬
lation would accomplish for the producers; yet the dis¬
tributing utilities strongly oppose it.
While the natural gas control problem is the most

Critical one facing the industry in 1956, the question of
the tremendous domestic reserve producing capacity,
with its inherent financial burden, still looms large.
Imports of foreign crude and products have a direct -

bearing on this situation. It is to be hoped that in 1956
importing companies will heed Defense Mobilizer Flem¬
ing's recent recommendations to hold imports to the
proportionate levels attained in 1954. These recommen¬

dations were based on the policy laid down by the Presi¬
dent's Advisory Committee on Energy Supplies and
Resources. Failure to do so might well result in the
establishment of government quotas and other controls,
thus giving the government another toe-hold in the fight
being pressed by some for the complete government
domination of the oil and gas industry.

I&SUS; PETER I. BUKOWSKI
/President, The Cosmopolitan National Bank of

Chicago, 111.

:gFor the banking industry,"1956 should be a good year.
Deposits will show moderate to substantial increases;
interest rates will remain at their present levels, or very
close thereto. Money demand will be brisk and oppor¬

tunities for satisfactory employment
of credit will be plentiful,
t - For general-business, there will
be a spill-over into 1956 of the high
level of business activity which char¬
acterized 1955. However, consumer
demand will be softer. I look for a

gradual slide in production levels
and in capital expenditures. Manage¬
ment, sensitively attuned to impend¬
ing changes in business tempo, will
reflect more caution in operating
policies. • ■ ,

Employment will show 5% to 7%
contraction. This should have no

serious effect on sales volume, but
may well be the beginning of - a

■/.•/.;///- ;•>'/. /'V;;'; slow-uo of the spending spree that
has been a part of our national picture in recent years.

- Politics will be an important element in 1956. More
regulation and more tinkering with the laws of supply
and demand may be anticipated. Party issues and claims
.and counter-claims assure the eventual invasion of the

political field by organized labor as an organized politi¬
cal party.
The nation will need the highest order of statesman¬

ship in industry and commerce, as well as in the fields
of diplomacy and government.

JOHN J. BURKE

President, Metals Bank & Trust Co., Butte, Mont.
President, Montana Bankers Association

Crops harvested in Montana during 1955—just over

TO million tons—were valued at $338 million. This

compares with $295 million in 1954 and the 1944-1953
average of $225 million. Despite an early and long win¬
ter now in existence, it is expected that the feed situa¬
tion will be adequate. The prices for livestock are the
"lowest in many years and it is hoped that a plan will
be developed this year that will keep the purchasing
power of agriculture and livestock on a comparable basis ■

with other segments of our economy—they are a-most
vital part of it. Notwithstanding their many problems,
the general outlook is good........ - - \

y" With a heavy-demand for metals,r. coupled with high
Wages and employment, the outlook in the mining indus¬
try is good. Lumbering and other industries in the state
are being maintained at a very good rate and the pros¬

pects ;for 1956 are good. The development of oil and

gas in Montana and adjacent territory has been spec¬

tacular,- and the state is looming up as a substantial

producer.
•

: With a steady increase in population, our economy will
require more goods, more services, more housing, more

• schools and more power. Tax-paying utilities, in par¬

ticular, are cognizant of the situation and are making
. provisions to meet the increased demand by the develop-
• ment of sites and the«construction of: power facilities.
"Our state, third largest in the Union, with an area of

Peter I. Bukowski

G. B. Burrus

147;;138 '•"square:"miles, contains a population of 650,000,
while Japan/with; approximately the same area, has a
popula'ti9nj;b|;yn^drej;than 70 million. Montana has a
greater' are ihariuihat of nine of our eastern states and the
District of Columbia, with a population of more than 42 '
million. Witfrygreat natural resources and plenty of
room, this state and the Northwest are in for a period
of development and our outlook is optimistic over the •

long- run.- - . ••/. T* * \ /V; /■ '/■/ V/ /'
|.1955 retail volume was good and, while the first quar-;
ter may be down, generally it is felt there will be a

pickup in the; second quarter, continuing through 1956,
unless a major political development would occur that
would change it.* /
Bank deposits and loans are at their highest levels and

loan demand continues strong, particularly for housing.
Banks had a good year and prospects for the year ahead
are good.-.
Notwithstanding 1956 being an election year, the gen¬

eral outlook appears good. A tax reduction and stabili¬
zation of livestock and farm prices would do much to
strengthen the economy. .

G. B. BURRUS

Tresident, Peoples Drug Stores, Incorporated
President, National Association of Chain Drug Stores

During the year 1955, sales increased approximately
5%. A large share of this increase came from new loca¬
tions and enlarged stores.
r Inventories reached a new high due to the new and

enlarged stores—as well as the in¬
troduction of new products and the
duplication of existing items by the
manufacturers , . . especially Phar¬
maceutical manufacturers.

. The cost of doing business has
continued to rise—mostly because of
the shortening of Store Employees'
Work Week and the increased cost
,of Employee Benefits.

The extensive expansion program
' of new and larger stores—principally
/in newly developed shopping cen¬
ters—will produce added sales in

/ 1956. Present stores in older loca-
tions will be affected as more stores

open in shopping centers; but as
. business conditions improve, it is

felt that the older stores can maintain their present vol¬
ume of sales.
Greater competition for the consumer's dollar will

have the effect of keeping retail prices at a low level
—with smaller profits from each sale. The cost of doing
business is expected to continue to rise, and it is a ques¬
tion as to whether" sales will rise sufficiently to offset
increased expenses. *

Because of the accelerated Federal Income Tax pay¬
ments and the capital expenditures required for the
expansion program—there will be a need for larger
amounts of cash for working capital.
'

As the' population continues to move and shopping
centers continue to develop in a given area, the selection
of profitable locations becomes increasingly hazardous.
Self-service, aggressive mechandising, simplified op¬

erations and improved service, to the customers appear
to be the answer to successful operation in the future.

JOHN W. CARPENTER

Chairman, Southland Life Insurance Company,
Dallas, Texas :y

I believre that if anyone would stand back, so to speak,
and take a good long look at these United States, its
resources, its people and what they are doing, that they
would have to face the future, whatever it may be, with
real confidence. I cannot see how

,any ether conclusion would be pos¬
sible. -The future, if that includes
every facet of our nation's economy
and welfare, would be difficult to
predict, even for a year. None of us,
in business or .otherwise, make our

plans only for the year ahead. The
over-all. long future of this nation,
its business and people is, to me,
what is important. Fortunately we
can most definitely envision that fu¬
ture, and make our plans accord¬
ingly. //- ;■ C''J-;■
We. have just .ended the greatest

business year in the history of this
'

Country, and it is only natural that
we;v should wonder how 1956 will
compare with 1955. Statistics are available for our study;
many opinions by the finest business talent in the coun¬
try are also available to us. The general concensus is
one of optimism, and in my opiniqn it is warranted. That
does not mean that there will be no difficulties. There
-will be. Business will continue to be good, but there will
;be ups and downs in the whole economy, and in individ¬
ual industries and businesses. We can't always have a

'

better year than the last one, but we can always have
better and better, years in the future, and we shall. This
.nation is advancing, growing, learning more every year,
profiting by its past mistakes, and this will continue to
be the case.' Most of us desire to go forward, not stand
still, and to do that our attitude must be optimistic, our
plans ever bigger/ Any real concern of the future results
in a "wait and see" outlook, and at least temporarily
halts the move forward. I would rather look to the future
with confidence and be wrong, than to view it with
apprehension and be right — for what have I really
•gained in the.latter case?
I 'am particularly fortunate to be connected with a

John W. Carpenter

Gardner A. Caverly

growing company, in a growing industry, operating in
outstanding growth areas of this country. The Southland
Life Insurance Company, just 47 years old, with assets
of approximately $184,000,000, recently passed a land-.
mark in its growth, $1 billion of insurance in force.
Dallas, Texas, where our home office is located, for the
year, 1955, ranked No. 4 among American cities in dollar
value of building permits issued—being exceeded only
by New York, Los Angeles and Chicago. We're going
places—and we're just starting!

'

My thoughts on the future are best summed up by
recent announcements .in the papers.: Southland Life
started construction Dec. 31, 1955, in downtown Dallas,'
cf Southland Center, covering an entire city block/
Initially, the Center will contain a 42-story home office
building for Southland Life, and a 28-story, 600-room
luxury hotel, the Sheraton Dallas, to be operated by the
Sheraton Corporation of America. The project is de¬
signed so that another 36-story office tower can bo
added in the future. The entire program calls for thq °
ultimate of quality, design and construction. When com¬
plete, this will be the most modern building facility in
the country. •;///•■■•/:.•/.;
That is what I think of the future. / .

GARDNER A. CAVERLY •

President, Rutland Railway Corporation

"Regarding our opinions in the railroad field for 195C,
I.would say that transportation in general, and the rail¬
road industry in particular, looks >to 1956 as a year c£
decision. This railroad industry of ours, that has done

so much to promote the growth and
the welfare of our country, continue?!
■even today under the strangling ef¬
fects of outmoded, antiquated horser
and- buggy legislation, laid down
more than half a century ago while
the railroads had a virtual monopoly
on the transportation scene. It in
our hope that favorable legislation
may be passed in 1956 that will, in
turn, permit /all-•railroads greate:.'
.freedom of competition and greater
freedom in pricing their services,
so that we of the railroad industry
may, in turn, more economically
serve American industry, and at;
the same time build a sounder,
stronger transportation industry thi/;

in time of national emergency will not be found wanting.

/ The railroads have gone a long way toward putting
their own house in order through dieselization, improved
maintenance of way, improved communications, im¬
proved yard switching facilities, faster freight service
and more luxurious passenger service. Today's railroad
management gives ample evidence of a flexibility in
thought and action that speaks well for their own bold
approach to the problems confronting this industry.
Everywhere, this evidence points up the desire and the
intent of railroad management to find better ways to do
a better job more economically, and, therefore, atji
greater saving to the shipping public.
During the past year, it is estimated that the Class .2

Railroads throughout the country will show a net profyi
in excess of $900 million—an all-time record.
No crystal ball is available to us for 1956, but indica¬

tions are that the first six months may surpass the first
•six months of last year. There is, however, apparently
less optimism with regard to the last six months of 1956.
Too, the railroads continue to be faced with the ever
spiraling wage costs that might well cut the final 1956
net profit well below that of 1955, when it is estimated
that the railroads earned a rate of return of some 4.2%,
substantially lower than that of many other industries.
That railroads be kept abreast of modern develop¬

ments, it will likewise be necessary for them to continue;
their very substantial investment in new and more mod¬
ern equipment, including box cars and yard facilities.
Financially speaking, it will take good planning on the
part of an alert railroad management to keep our indus¬
try on an even keel.

BERNARD A. CHAPMAN T
'

Vice-President and General Manager, | -. /
Kelvinator Division, American Motors Corp.

More major electric appliances will be sold in 1950
than in any previous year, and 1957 will be even better.
Final 1955 figures look better than anyone anticipated.
The 1956 model year is starting strongly, and although

it should taper down to 1955 levels
about mid-year, the long-run trend
will be up from 1957 on.

Estimates, based on industry
sources, are that 15,755,000 of the
so-called "major" appliances (refrig¬
erators, freezers, rangers, home
laundry equipment, water heaters,
room air conditioners) will be sold
in 1956, for a 6% increase over 1955's
estimated total of 14,830,000 units.

'

Sales in 1950, the best previous year,
totalled some 15,111,000 major ap¬

pliances.
• Factors favoring a long-term in¬
crease in the appliance business are
the obvious basic ones of increasing
population, rising rate of family for¬
mations and births, heavy capital spending for expansion

Continued on page 32

B. A. Chapman
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by industry, and sustained high level of disposable con¬
sumer income.
For 1956 as always there will be some trouble-spots,

but the general picture is good. Gross National Product
is on the increase and we can look for continued gov¬
ernment spending as a sustaining influence. Although
the amount of installment credit outstanding indicates
that more Americans extended themselves further in
1955 than ever before, it is not excessive in relation to
disposable income.

V The chief impact of the higher long-term credit situa¬
tion will be on the automoblie industry, since many
every-year traders may have to hang on to their new
cars for an additional year. Consumer spending on cars
will drop in 1956, but more money will be available for
appliances and other durable goods. Soft goods and
services will also attract a higher proportion of the con¬
sumer's dollar. . ' J, . ,

- Job stability, more working wives and generally higher
salaries will all contribute to greater spendable income
in 1956. While repayment of installment debt, savings,
and increases in the cost of living will absorb some of
the additional income, there will still be ample left
for increased consumption expenditures.
Home laundry equipment as a group will lead all other

appliances in 1956, although among individual products
refrigerators are expected to hold an edge over auto¬
matic washers, 4,300,000 units to 3,450,000 units. We
estimate 1956 electric range sales, including built-in
types, at 1,700,000; clothes dryers, 1,600,000; room air
conditioners, 1,450,000; freezers, 1,175,000; conventional
(wringer-type) washers, 1,100,000; water heaters, 900,000,
and ironers, 80,000.
The growth of automatic home laundry equipment

over the past fivd years is reflected in the fact that
automatic washers accounted for only 1,646,000 sales in
1950, the industry's best previous year, while conven¬
tional washers totalled 2,626,000 units. Clothes dryers
in 1950 only accounted for 319,000 sales, and room air
conditioners, 201,000 sales.

GEORGE L. CLEMENTS

President, Jewel Tea Co., Inc.

Growth in the volume of food distributors is rooted
solidly in expanding population, a rising standard of liv¬
ing ra{i£jj»strides in the efficiency of farm production,
processin|?and distribution,-and the addition to basic
food products of time-saving, eco¬
nomical "built-in maid services," to
use the phrase coined in Jewel's 1953
annual report. At the same time the
movement of population and the shift
of tastes place a premium on flexi¬
bility of management. We believe
that competition in 1956 will be keen,
but that the factors enumerated above

will continue to offer alert retailers
the opportunity to expand both their
sales and their profits.
About one-quarter of a rising dis¬

posable personal income has been
spent on food in recent years. I
see no reason for expecting this to

•

change. It is now expected that con¬
sumer income, after taxes, will aver¬
age higher in 1956 than in 1955. While there may be
some unsettlement in particular areas of the economy—
such as in the automobile industry and residential con¬
struction—total consumer income after taxes should be
well maintained. Accordingly, total sales volume of food
retailers should continue to rise.

Adequate supplies of food are now looked for in 1956.
' These should match the expected strong demand, leaving
•food prices relatively attractive to consumers.

• We in the food industry and consumers also owe a
• debt of gratitude to the farmers of the nation. They have
'shown courage and ingenuity in adopting new techniques
•of farming and have gone forward with extensive mech¬
anization of their operations. As a result efficiency in
"farm production has increased more rapidly than in the
economy generally, making it possible for farmers to
sell more cheaply. Benefits to America's standard of
living have been substantial. , .

Declining prices for farm products, based on rising
farm-production efficiency (and also in part on sur¬

pluses produced in prior years) have enabled consumers
'to purchase better and more expensive types of food,
-including a great deal more in the way of services in
-addition to the basic product supplied by the -farmer.
-We can now afford to transport foods greater distance?,
with a resulting improvement in the variety of. foods
available throughout the year. We buy foods with more

processing, in more nearly ready-to-serve form; the con¬
venience foods with "built-in maid service" noted pre¬
viously.
These trends toward more expensive foods have been

reinforced by improvements in manufacturing and trans¬
portation, by increased efficiency in marketing, and by
generally rising incomes. Rising incomes have also stim¬
ulated the flow of population to the suburbs and the
almost universal adoption of the automobile as the prin¬
cipal means of transportation in suburban areas.

In 1956 we expect that rising incomes, low basic food
costs, and a continued movement to the suburbs will
increase the demand for retail food stores which offer
parking lots, air conditioning, and a large amount of
space devoted to facilities for handling frozen and other
com-njepne'f^c It j« these fetors which offer to food
retailers in 1956 the opportunity to grow more rapidly
.than the economy as a whole, in volume and in profits.

George L. Clements

JOHN S. COLEMAN

President, Birmingham Trust National Bank,
Birmingham, Ala.

Bank earnings, loans and deposits in the Birmingham
district were at new highs on the year-end. Retail sales
were greater in volume than ever before and the per¬
centage increase was substantially above the national
average. Agricultural production in
Alabama was at the highest level.
This was due to favorable climate
and rainfall in 1955. Although the
acreage was curtailed, the estimate
of cotton production in the state is
1,045,000 bales. The increased yield
per acre is due to the selection of
choice land for planting and the use
of much fertilizer. The textile mills
are experiencing a favorable upturn
in demand and output. Many of them
for the past three months have been
on a three shift, six-day-a-week ba¬
sis. Though a low profits margin to
valume industry, earnings are better .

and at the end of the respective fis- ,.John s Colem„
cal years which are usually in the
summer, earnings should be more satisfactory than ex¬
perienced in the past several years. The mills in Ala¬
bama consume substantially more cotton than the amount
produced in the state.
Forestry products have for many years been one of the

principal factors in the economy of Alabama. The com¬
ing in to the state of new kraft and newsprint paper
plants and the expansion and capacity of existing ones,
will mean the expenditure of many million dollars. Pine
for these plants is plentiful and grows rapidly. Among
the companies who have announced locations in the state
or large increases in existing facilities are International
Paper Company, Container Corporation of America, Gulf
States Paper Corporation, National Gypsum Company,
Coosa River Newsprint Company, Marathon Corporation,
Scott Paper Company and F. C. Huyck and Sons.
In addition to steel and iron, the principal products

manufactured in the Birmingham district are cast iron
pressure pipe and cement. Steel is in very tight supply
and this will continue for at least the next six months.
The United States Pipe and Foundry Company has an¬
nounced plans for the erection of a modern, 1,000-ton
blast furnace. The backlog of orders for cast iron pipe
and cement is in such volume that no reduced activity
in these lines is looked for at any time in the foreseeable
future.

.Electric power consumption continues to mount and
the Alabama Power Company has announced plans for
future expansion of generating capacity by steam and
hydroelectric plants involving the expenditure of very
substantial amounts. y;-; r :../p
During 1954, the $20,000,000 Demopolis Lock and Dam,

midway between Birmingham and Mobile, was com¬

pleted. This is one of the improvements planned for the
further development of the Warrior-Tombigbee Water¬
way. When these projects are finished, Birmingham will
have greatly improved shipping facilities to and from the
Gulf of Mexico through the Port of Mobile. Among other
products coming to Birmingham by water is Venezuelan
and other foreign ores.
It is felt that in 1956 there may be some reduction in

sales of automobiles and in residential construction; how¬
ever, this is not looked on as serious and the district as

a whole looks with expectant hope to another fine year.

JOHN L. COLLYER, Chairman
and

W. S. RICHARDSON, President
The B. F. Goodrich Company

Production and sales of rubber products during the
new year may approach levels nearly as high as those
reached in 1955, record sales year in the history of the
rubber manufacturing industry. The United States will

consume about

1,465,000 Jong tons
of new crude and
man-made rubber in

1956, and at least
62% of the total will
be American-made
rubber. Ample sup¬

plies of American-
made rubber will be
available during
1956 - to meet.- in¬
creasing demands
for the material as

production facilities
are being expanded
from coast to coast. W- S. Richardson

Over-a 11 industry
tire sales in 1956 will total about 110,000,000 units, sec¬
ond only to the record of 113,000,000 set in 1955. The
100 million mark, reached for the first time in 1950, has
since been exceeded only in 1953 and in 1955. Sales of
replacement passenger car tires may be about 1,000,000
more than the 50,000,000 sold during 1955 while total
passenger car tire sales, replacement plus original equip¬
ment, may decline to 90,000,000 from 1955's total of over
93,000,000 units.

Tubeless tires for passenger cars opened a new chapter
in 1955 in a remarkable success story as car manufac¬
turers adopted tubeless tires for standard equipment on
new automobiles.

The decision of the automotive industry to use tube¬
less tires climaxed a pioneering campaign started by

Joka L. Collyer

B. F. Goodrich in 1947 when the company announced
the invention of the first tubeless passenger car tire. By
contrast, about 60% of the nation's passenger car tire
sales in 1955 were tubeless tires, a product entirely new
only eight years ago.
Two additional patents, the seventh and eighth granted

to The B. F. Goodrich Company covering basic features
of tubeless tires, were issued to the company in 1955 by
the U. S. Patent Office. We have expended more than
$55,000,000 to date in the invention and development
oi tubeless tires. 1

Broadening its tubeless tire program in 1955, B. F.
Goodrich introduced a new line of tubeless tires lor
trucks, and in September began shipping tubeless tires
for first installation as original equipment on 1956 model
trucks. A complete line of wide base, low-pressure tube¬
less off-the-road tires was also introduced last year and
the company had earlier developed and introduced tube¬
less tires for aircraft and farm implements.
Large truck tires, until 1955, required tree rubber to

assure acceptable performance, virtually the only type
of tire in which available man-made rubbers have not
been entirely satisfactory. Scientists of Goodrich-Gulf-
Chemicals, Inc., owned half by the Gulf Oil Corporation
and half by The B. F. Goodrich Company, succeeded in
reproducing the true molecule of tree rubber in 1954 in
the B. F. Goodrich Research Center, Brecksville, Ohio.
During the past year B. F. Goodrich produced truck

tires in large sizes for highway service, made entirely
of the synthetic duplicate of tree rubber, that are now

giving Imileage and over-all performance comparable to
truck tires made entirely of crude rubber.
Goodrich-Gulf Chemicals, Inc., took title in 1955, at

a cost of $39,500,000, to government facilities in Port
Neches, Texas, for the production of man-made rubber
and its components. Goodrich-Gulf Chemicals, Inc., has
begun construction of pilot plant facilities at Avon Lake,
Ohio, to produce the new man-made rubber which syn¬
thetically duplicates tree rubber.
Numerous steps were taken last year to improve and

increase the company's manufacturing, distribution and
customer service facilities. Construction of a new plant
for the manufacture of acrylonitrile was completed by
B. F. Goodrich Chemical Company, a division, in Calvert
City, Ky., at a cost of $9,500,000. A $2,500,000 expansion
at the Louisville, Ky., plant of the same division was
started last year to double capacity there for production
of Hycar special-purpose American rubbers and latices.
An expansion program calling for a 50% increase in tire
output at BFG's Los Angeles tire manufacturing plant, at
an approximate cost of $6,000,000, started in 1955. A new
tire cord fabric calender train was installed during the
year at the company's Oaks, Pa., plant enabling the plant
to increase tire production by 20%. A $3,500,000 expan¬

sion, more than doubling the company's foam rubber
production capacity, was completed by the company's
Sponge Products division at Shelton, Conn., and latex
foam capacity costing over $1,000,000 was added in a
plant of B. F. Goodrich Sponge Products division in
Waterville, Quebec. j
Construction contracts were awarded in 1955 by B. F.

Goodrich Canada, Ltd., for a $3,500,000 chemical plant
near Niagara Falls, Ontario, Canada, to produce plastic
materials with completion scheduled for early 1957.

• A $1,500,000 plant for the production of floor tile was
completed during the year at Watertown, Mass., head¬
quarters of the company's Footwear and Flooring divi¬
sion, and the new plant is now in full operation.
Construction was begun on a new Kansas City, Kan.,

distribution center to be one of the largest of the kind
operated by B. F. Goodrich and the 14th major distribu¬
tion center established coast-to-coast by the company
since 1950.

As to overseas operations, the planting of rubber trees
began last year on The B. F. Goodrich Company's 600,000
acre land concession in Western Liberia, Africa. Con¬
struction of new tire and tube manufacturing plants in
Peru and in Manila, the Philippines, also started in 1955
with B. F. Goodrich as a minority stockholder in both
companies which will employ BFG patents and technical
assistance.

British Geon Limited increased its capacity and its
output of vinyl plastic materials during 1955 and Japy
anese Geon Company, Ltd., operated at double its 1952
capacity. Geon do Brasil in Sao Paulo and Geon de
Mexico in Mexico City began production during the year.

. ♦/, Associate companies of B. F. Goodrich in France, Hol¬
land, Mexico, Sweden, England and Colombia during
\ J95.5 substantially expanded their facilities for the manm-
vfacture of tires, tubes and other rubber products. ;v ;;
— The following developments are among the more' sig-
'

nificant new or improved products introduced by B. F.
I -'Goodrich in 1955: • 7 - ' % ; . * -; ■ * ; 7 v J V J ":, /

, • A man-made fiber different chemically "from any
now on the market." Known as "Darlan," the material is

7 now in pilot plant production at Avon Lake, Ohio. The
new fiber, in a soft, fur-like texture, is being used for
the first time in women's luxury pile coats but can be
adapted for almost every type of wearing apparel.

. . . Use of the company's Hycar latex to upgrade blue
denim on a commercial scale began in 1955. Hycar-sized
denim is softer, wears longer and retains color so that
denim garments can be laundered with white clothes.
... A new Koroseal upholstery material, basically

composed of microscopic, interconnecting cells that lit¬
erally air condition the plastic material. Known as "Air-
Porous Koroseal," the upholstery feels cool and fresh in
summer, yet remains comfortable and pliable at winter
temperatures.

-
... Aircraft tires, first to meet new U. S. Air Force

requirements for service in extremely high temperatures
at high speeds under heavy loads. Tested in tempera¬
tures as high as 280 degrees Fahrenheit, the specially-
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engineered tires passed tests said to be the most exacting
ever established for pneumatic tires for USAF Aircraft.

The world's first high-pressure tubeless airplane
tire capable of absorbing the stresses of landings and
take-offs at 300 miles and hour. Although no larger than
a passenger car tire, it withstands the almost unbeliev¬
able impact of a load of approximately 10,000 pounds
while rolling at 300 miles an hour.

. A moving rubber sidewalk capable of handling
15,000 people an hour. Widest conveyor belt ever used
commercially to transport human beings, it was put into
operation this year at the Coliseum, Houston, Texas.
With respect to research activities, radiation sources of

a type used for the first time outside government atomic
laboratories were installed in The B. F. Goodrich Com¬
pany Research Center, Brecksville, Ohio, in 1955. The
device, known as a "pig," makes possible the extension
of radiation studies started at the Research Center sev¬

eral years ago which resulted in the discovery of mate¬
rials, announced in 1955, that extend the service life of
rubber, and rubber products at least ten times when ex¬

posed to atomic radiation.

GEORGE H. COPPERS f
President, National Biscuit Company ,

The year 1955 has been one of outstanding perform¬
ance by business as a whole in our country. An unprece¬
dented demand for goods and services has been met by
impressive production increases. Competition has been
extremely keen in most industries Vi¬
and the "battle for volume" in many
areas is bringing , an abundance of
new and improved products which
have enjoyed enthusiastic consumer

reception. V i".
Sales in our industry reached an

all-time high in 1955. The increase
was a volume gain since, for the most
part, prices remained unchanged
through the year.; Raw materials
have been plentiful. Higher pay
rates have brought about a rise in
overall costs which has yet to be
reflected in the price of the finished
products.
National Biscuit Co. achieved rec¬

ord sales in 1955 and we expect fur¬
ther increases this year. Our profits were adversely af¬
fected, however, by heavy advertising and promotion
expenses incident to the organization and development
of two new selling and marketing divisions. We expect
these 1855 expenditures to lead to an improved profit
position in 1956. .

v , •
Our plant modernization program is continuing. Our

new Philadelphia bakery is now going into production
and we are beginning the construction of a new bakery
at Fair Lawn, N. J., which should be completed by the
end of 1957. A new bakery is being constructed at Mont¬
real, Canada, for our subsidiary, Christie, Brown & Co.,
Limited.

Our capital expenditures in 1955 were about $20 mil¬
lion and we expect to spend a similar amount in 1956.

Every indication points to a continuation of business
at high levels as in 1956 and, in addition to our plant
modernization efforts, we are keying our research and
personnel development programs to participate fully in
the continuing growth of business activity.

STUART COOPER

President, Delaware Power & Light Company
The outlook of Delaware Power & Light Company's

officials for 1956 is reflected in the company's capital
program presently under way involving expenditures
aggregating some $55,000,000 during 1956 and 1957. This

. is a continuation of the develop¬
ments during the last ten years dur-
ing which Delaware Power & Light
Company's annual business increased
from $13,000,000 to $34,000,000, re¬
quiring expenditures of $100,000,000
in facilities to meet the growing J
demands for gas and electric service.
Two new electric power plants are '

now under construction at an esti-
.

mated cost of $40,000,000, one lo- r
cated at Delaware City, Delaware,
and scheduled for initial operation
in the Fall of 1956. While this plant -

will be interconnected with the com-

pany's transmission system it is
being built primarily to furnish •

'

steam and electricity to Tide Water
Associated Oil Company's new $120,000,000 refinery
being built at that location.

The second plant, an 80,000 kilowatt electric gener¬
ating plant, presently under construction on the Indian
River near Millsboro, Delaware, was originally sched¬
uled for operation in December, 1958. The rapidity of
load growth throughout Delaware and the Delmarva
peninsula, including those counties of Maryland and
Virginia located east of the Chesapeake Bay, made it
necessary to advance the schedule by one year. The
construction of that plant now well under way should
be completed in the* Summer of 1957.

Increasing electric sales, a good barometer of business
conditions, stem from all categories of consumers. Air
conditioning of residential as well as commercial build¬
ings is producing a great deal of summer business.
Such business has not yet, however, established the
company's system peak electric load as a summer peak
and the occurrence of system peaks during the winter

Stuart Cooper

months is expected to continue for another year or
two.

. „ , •

The company has long enjoyed a diversified industrial
electric load operating with a relatively high load factor.
It has no single large dominant industry whose ups or
downs might seriously affect the company's prosperity.
It enjoys rather a wide diversity of smaller steel, chemi¬
cal, paint, leather, textile, food processing, auto assembly
and other plants of similar nature, the net stability of
which is unusually good.
The City of Wilmington has substantial and expand¬

ing port facilities and terminal warehouses and as the
first port on the Delaware River is enjoying a steady
increase in coastwise and overseas shipping.
As the chemical center of the world Wilmington is

experiencing steady and substantial growth in the
chemical industry. It is expected that this growth will
be further stimulated upon the completion of Tide Water
Associated Oil Company's new refinery.
Census reports show that Delaware is the fifth fastest

growing state of the nation. This growth originating in
increasing business reflects unusual demands for new

housing, shopping centers, schools, churches and all
elements of a rapidly growing community. As these
demands are being met they bring substantial gains in
business to Delaware Power & Light Company. Rural
and seashore areas served by the company are growing
steadily, though at a less impressive rate.
All these results reflect the fine economic climate

which the company's service- area enjoys. Easy and
-diversified transportation to the centers of population,
good living conditions with recreation facilities within
easy reach of all, fair taxes and a mild climate all con¬
tribute to the rapid development of Delaware Power &
Light Company and the area it serves.

U,'/&KIRKE W. CONNOR

President, Micromatic Hone Corporation

The healthy competitive condition of business indi¬
cates a good year in 1956. To meet increased competi¬
tion manufacturers are looking for and developing ways
of improving their product and minimizing costs. This
is resulting in the adoption of new

designs, new processing techniques
and new machine tools.
New designs to improve product

performance and life mean better

quality—more precise tolerances and
controlled functional finishes on

critical surfaces. The new T tech¬
niques have, in most cases, taken the
form of more automatic production
lines that give greater production at
lower costs.
In many cases the equipment now

in use is not adequate to produce
, the precision required. Not because
of the age of the equipment neces¬

sarily, but because the method of

processing, or stock removal, does
not give the control of accuracy and surface quality
needed. Yesterday's equipment and methods were de¬
signed to supplement the skill of the operator. Without
the operator to make constant adjustments,/ consistent
results cannot be obtained.

New processing methods and new equipment must be
developed to meet the needs of modern industry. Meth¬
ods that will obtain production without sacrificing qual¬
ity. Equipment that will consistently generate accuracy
with a minimum of scrap and maintenance costs. In
other words, automatic precision—or "automation" must
be adapted to a degree which will enable each manu¬

facturer to reach his own optimum point of operation.
In any field prominent in the plans of automation the

immediate forecast of a business trend must necessarily
a tie-in with this "Second Industrial Revolution," f i, ,

Automation has been called the application of elec¬
tronic brains (communication and control) to mechani¬
cal muscles. It has been called a collection of automatic

conveying, machining, measuring, gauging and selecting
or "sensing", devices. Automation also means "feed¬

back"—the ability to detect and correct errors as they
OCCUr.

,

Whatever the definition, automation simply is an im¬
provement in our mechanized industry. For years econo¬

mists have been referring to mechanized work as "work
done by tool energy." In 1954—in America—this figure

wa$ approximately 96% of all work done . . . the high¬
est percentage ever attained since the beginning of time.
And automation is still in its infancy.
With this trend as a background and with expansion

programs of industry at an unprecedented pace there are

two other favorable factors of more immediate bearing.

Currently, the backlog of orders and the number and
calibre of quotations combine to strengthen the optimis¬
tic outlook. Although the greatest factor in the surge is
the huge retooling program of the automotive industry
. . . undoubtedly the foremost proponent of automa¬
tion . . . other industries feeling the pressure of com¬
petition are also represented.

Today, as never before, the truth of the axiom "the
man who needs a new machine tool and doesn't buy it
is paying for it anyway" is being recognized by men

responsible for equipping and operating our industrial
plants.

Kirke W. Connor

F. S. Cornell

F. S. CORNELL
Executive Vice-President, A. O. Smith Corporation
In attempting to predict business levels for 1956, it is

a temptation to straddle the fence and say, "Good for
the first half, somewhat off after that." Most of the cur¬
rent forecasting opinions run that way, it seems. We at

A. O. Smith have to do better than
that, however, because our sales and
capital expenditures planning must
be based on longer time periods.
I think that we have all the in¬

gredients required for a full good
year in 1956.
After considering the strong posi¬

tion of manufacturers' backlogs as
well as indicated plans for new plant
and equipment expenditures, the in¬
dustrial production index ought to
be about 143 by June of 1956, com¬
pared to 139 for June of 1955. And
in spite of the pressures now being
exerted, I don't look for too much
of an increase in wholesale prices.

4 By June of 1956 I think the index
; will be about ,111.8 compared to 110.3 in the year
earlier. And as far as the stock market is concerned,
.1 believe it will reflect the fundamentally healthy con¬
dition of our economy by continuing to move upward.
Producers, generally, are spending money for plant

and equipment at a rate well above 1954, particularly
in the durable goods industries. As a result new orders

; and employment in metals, metal fabrication, machinery,
'chemicals and transportation equipment industries are

increasing sympathetically.
- The labor force and households have been increasing
steadily since the war. Their needs for food, clothing
and necessities'have also increased steadily, as activity
in those fields will show. In an atmosphere of confi¬
dence, with steady wages and slowly rising costs of'

living, wage earners are willing to buy luxuries or
goods other than necessities. This is being demonstrated
right now.

' I think the situation is right for a full good year in
1956, not just the first half. Capital goods employment
is rising, weekly wages are increasing and consumers
are buying more than necessities. Household formations

- during the new year will be almost as great as in 1955
and will continue to increase in 1957. If the business

■* community realizes this and prepares for it, purchasing
power will automatically be placed in the hands of the
buyers. I believe that the stock market will strengthen
and rise sympathetically since security purchasers will

• reflect confidence in this strong underlying growth
trend in our population.
Whether we have a full good year, with no slackeningin the second half, depends on the preservation of this

atmosphere of mutual confidence that producers and
consumers seem to have in each other now. I believe
that the business community has to take the lead in this
matter. People will buy if we make it possible for them
to do so.

Our plans at A. O. Smith Corporation are based on
belief in the increasing needs of consumers during 1956
and succeeding years for our products. We hope our
fellow producers will support us in this belief, since
if calls for united trust and confidence in the future.

M. F. COTES

President, Motor Wheel Corporation
We operate in two areas—automotive and appliances.
As a major supplier of wheels, hubs and drums to the

automobile and motor truck manufacturing industries,
-

we feel that our sales prospects for the coming year are
good. While some forecasts from
within the industry state that auto- :•

4 mobile production in 1956 may be
*

approximately 10 to 15% less than '
in 1955, it must be realized that even "
this much of a drop would find the '
industry enjoying its second biggest r
year in history. V'i .

Prospects for motor truck sales for

1956, meanwhile, have been viewed
optimistically. The spokesman for ■

one major manufacturer has stated
that this year could well be a record -

sales year for trucks.
Our power-adjusted wheels for :

farm tractors are making a major '.
contribution to the safety, conven¬
ience and efficiency of farm opera¬
tion. Orders for these wheels, whose production Motor
Wheel pioneered shortly before the Korean War, have
significantly increased.
In appliances, where our production is aimed at the

recent and increasing trend to suburban living, we again
anticipate a good sales year, quite probably better than
in 1955. For 1956, our second year as manufacturers of
power lawn mowers, we doubled our production sched¬
ules on both of our lines, Duo-Trim and Reo.
We anticipate that sales of our other Duo-Therm ap¬

pliances—space heaters, water heaters, mobile home
heaters and air conditioners—will continue strong.
Overall, with a high level of automotive production

and the strong possibility of a million housing starts,
most of which will be in the suburbs in line with the
current trend, we believe the Motor Wheel outlook for
1956 is a good one.

Continued on page 34

M. F. Cotes
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JEROME K. CROSSMAN

Jerome K. Crossman

President, Ryan Consolidated Petroleum Corporation
The relatively small, independent oil and gas producer

looks forward to 1956 with cautious optimism. Although
we have many common problems, the small independent
is confronted, we think, with more onerous burdens
than the larger integrated com- v
panies. A small company cannot
afford the continuous and daily
expense in using the modern tools
for aiding in finding oil or gas over
vast and diverse areas. Geology
alone has become but one tool. Thus,
a small independent finds it diffi¬
cult to make the so-called "law of
rverages" (and this "law" has cer¬
tain validity) work for us. Nor does
the independent have other sources
of revenue as does the integrated
company. The independent's sole
return comes from the unrefined,
basic products.
I have pointed out the foregoing

ideas which are not really new, but
the problems flowing from the facts are yearly be¬
coming more accentuated for the small independent. A
All of our costs of doing business have continued

in an upward spiral, and this includes exploration (geo¬
logical, geophysical, etc.), lease acquisition, drilling and
development costs. In addition, there has been a most
Substantial rise in the cost of all servicing. For several
years now we have been forced to bear these additional
burdens without compensatory rise in the price of our
product. The gross inequity herein set forth calls for
cneedy rectification which can only come through an
increase in the price of crude and gas.

The industry generally faces certain critical situations.
Again we find "drum beating" on tke depletion allow¬
ance factor, mostly by a group of uninformed "college
professors." These theoreticians simply cannot seem to
understand that oil and gas are in their natural state
depleting assets; that one does not just plant a seed
and see these products sprout. One would really think
i'rom these uninformed bleatings that one could grow
oil and gas just like you can a bushel of corn. Good-
Jiess knows, it would be heavenly if our major problem
was to ascertain the quantity, quality, and kind of fer¬
tilizer. ,

Still vexing is the problem of imports. Some of the
major companies seem at times to be suffering from
1 K)th acute and chronic astigmatism in their handling of
this problem. ■,

To add more woe to our troubles here comes "Papa"
Federal Power Commission interpreting and adminis¬
tering the 1938 Natural Gas Act as though it were meant
to give to said Commission unconscionable control,
really powers that would be inherent in a dictatorship.
The Harris-Fulbright Bill, which passed the House of
representatives before the last adjournment and is now
before the Senate, would in reasonable measure amend
the Natural Gas Act, making it impossible for the Fed¬
eral Power Commission group to exercise control and
interpret the Act as they have done. It is time indeed
that these usurpations of authority be halted. The ulti¬
mate gas consumers, did they but know the facts and
the implications flowing from the Federal Power Com¬
mission's interpretations of the Natural Gas Act, would
be the most vigorous proponents of the Harris-Fulbright
Bill.

• I wish that space permitted a detailed survey and
rtudy of the few points that I have mentioned. The
reader can see, however, why I have stated that the
oil and gas producer approaches 1956 cautiously. It goes
without saying, of course, that our industry does not
live by itself, and even though we on balance can find
rurcease or perhaps cure for our own major specific
industry problems, the oil industry will follow a general
trend of business in our country. To me, future business
prospects look quite favorable for 1956. I am hopeful
that the oil industry will be able to weather the specific
.Aorms confronting it. -

JOHN M. CURLEY .

President, Eastern Stainless Steel Corporation 1

It is impossible for me to find anything but optimism
ia the outlook for the stainless steel industry for 1956.
The confidence of Eastern Stainless Steel Corporation in
business trends during the coming year is perhaps best
evidenced in Eastern's plans for the ■ *'
future which ccver not only 1956
but extend well beyond.
Certainly the overall health of our

general economy will have an im¬
portant effect on the business of the
Aainless steel industry, and that of
our Company as well.
It is important to note, however,

Uiat the growth of the markets for
.stainless steel has run well ahead
of the general economy. It is my
conviction that this growth wiil
continue for some time to come.

This belief is confirmed by.the fact
that stainless is now being used in
many ways that were undreamed of
a few years ago. Steels we were

making a short while back as specialties are now so

^widely used that they have become commonplace in
our daily living.
In addition to this, new analyses—new alloys—are

John M. Curley

continually being developed to meet the technological
changes brought about by our present^ era of high
speeds, extreme temperatures, and atomic power de¬
velopments which promise so much for the future. '< v
A The general public may still think of stainless as a
.metal having only stain resistant characteristics,>and
bright attractive finishes—more or less a "luxury" metal.
The fact is, of course, that there are many types of

stainless, each distinct in composition from the others,
and each developed to meet specific metallurgical re¬
quirements. ;/A •• /A/A'A. AAA

For example, recent developments in the guided mis¬
sile field $nd the aircraft industry have required changes
in existing stainless analyses so as to provide practically
a new type of metal able to withstand the severe
stresses, strains and temperatures which are encountered
in supersonic flight. Similarly applications in atomic
energy require specialized grades of stainless which did
not exist a few years ago. '■ - Ay. .-'..A AaA-A A; A;A -A
In line with our optimistic outlook for . the rapidly-

growing stainless steel industry, Eastern recently com¬
pleted plans to expand production facilities by approxi¬
mately 50%. This expansion program, which includes a
new Sendzimir continuous rolling mill and related
equipment, will enable us not only to keep pace with
steadily increasing demand, but. also to enter new and
broadening markets for various special types of stainless.
Combining the experience, skills and techniques of our

production people with these new facilities—which rep¬
resent substantial improvements over previous methods
and equipment—Eastern will provide a range of flat
rolled stainless extending from the heavier plate thick¬
nesses down to sheets of foil thinness.
The new mill facilities are designed to provide almost

complete automation, along with many technical advan¬
tages over other production methods. Completely flexi¬
ble, they will make possible highly-economical operation
in producing both small and large quantities in each of
the many grades the market requires. . ,

The year 1955 was a vefy ^ood year for Eastern Stain¬
less. New records in both sales and earnings were estab¬
lished, and substantial progress made in our long-term
expansion program. There are indications that reduced
inventories in the hands of our distributors and fabri¬
cating customers are well, below normal working re¬
quirements. Combined with an increasing backlog at
our mills, these factors point toward another good busi¬
ness year for us in 1956.
The long-range outlook, extending into 1957 and be¬

yond, has in our opinion, even greater potentials.

E. S. DABNEY

President, Security Trust Company, Lexington, Ky.
Booming business is the forecast for 1956, at least in

the early months of the year. Present business conditions
are nothing short of a boom. With Gross National Pro¬
duction exceeding $400 billion on an annual basis, Per¬
sonal Income over $300 billion, Per-
s o n a 1 Consumption Expenditures
over $250 billion,' Construction Ac¬
tivity approaching $45 billion and
Industrial Production reaching for
$150 billion, booming conditions cer¬
tainly exist. While Automobile Pro¬
duction and Housing Construction
may decline somewhat and Farming
is comparatively unfavorable, no
other active recessive factors are

immediately in view.
Similar conditions exist in many

countries throughout the world as

prevail s in the United States, the \
chief industrial power. Probably few
people in the early years of the 20th
century envisioned the progress of
the first 55 years. Probably few of us today can com¬
prehend the progress of the last half of our century.
In the long range, progress appears inevitable, perhaps
on an accelerated basis. As Sir James Jeans, a British
mathematician and astronomer, stated in one of his
books, our generation is living in the "dawn of history."
If this picture be correct and the situation described

with reasonable accuracy, how will the year 1956 fit
into the picture? How at the end of the year will we
view the developments in retrospect as we now attempt
in prospect, particularly from the banking standpoint?
"The good factors in business will take care of them¬

selves, the bad factors always need watching," as the
saying goes. Are there any "bad factors" in the present
situation and, if so, what such factors exist?
A question mark may be placed after Credit. With

commercial bank loans around $80 billion, with instal¬
ment credit reaching for $30 billion and mortgage credit
over $125 billion, all figures high historically, a lot of
people owe a lot of money. Certainly the large increase
in the use of credit in the year 1955 has contributed
substantially to business activity. Certainly the use of
credit can not continue to accelerate at the present pace.

Danger in the use of too much credit is recognized in
Federal Reserve policy. Successive increases in the dis¬
count rate, to 2Vz% at present, are designed to restrain
credit. Federal Reserve policy is attempting to slow
down the boom. _ ....

If the business boom reaches its peak in 1956 and
then recedes, through the influence of Federal Reserve
policy and other factors, what situation will then exist?
The answer to this question will be produced in the
year 1956. Most present thinking envisages a moderate
decline. A reversal of Federal Reserve policy from re¬
straint to active ease in credit is expected to. be helpful.
Howver, as with inflation, so with deflation, it tends to
feed upon itself. The Federal Reserve recognizes that
easy money of itself will not and can not produce
prosperity. Accordingly, it is possible in 1956 .that re¬

E. S. Dabney

J. Gordon Dakins

cessive factors may become stronger than is generally
contemplated. „ .■ ^ . • . *
* Cycles in business have existed for a long time. Some¬
how or other cycles go on. Business advances and re¬
cedes without the movements being clearly foreseeable.
No "crystal balls" reveal the pictures in advance. A good
question is whther Federal Reserve policy and other
anti-deflationary governmental programs will cause a
reasonably prompt reversal of deflationary tendencies.
Excessive use of credit is a possible "bad factor" in

the business picture in 1956. If this factor produces
troubles, the bankers will be well advised to face such
situation with an abundance of good common sense and
courage.

J. GORDON DAKINS
Executive Vice-President,

National Retail Dry Goods Association
The nation's department and specialty stores are now

winding up a year in which they will undoubtedly chalk
up record sales volume. The prospects are also bright
for the first half of 1956. Merchants look for improved
volume and profits during this
period. Most anticipate sales gains
of 5% but many as much as 10%
over the corresponding' period in

•

1955.
~

They base their optimism on the
belief that people will continue to
be in a free and easy spending mood
next Spring. People on the whole
are very optimistic. Results of a
study made in October, by the Sur¬
vey Research Center of the Univer¬
sity of Michigan indicates that 71%
of all people expect good times to
continue at -least ' during the first;
eight months of next year.
There are also other reasons why

retailers look for good business.
They believe that employment will continue to expand
to new levels, unemployment will remain comparatively
small, wages will be higher and, as a result, personal
income v/ill reach a new high. These factors considered
together with the rising level of capital spending by
business, the possibility of Federal tax cuts, ample credit
available, and the fact that Americans are spending an
increasing percentage of their incomes each year, all
augur a bright- outlook for Spring 1956.
To achieve their volume figures merchants count on

keeping their basic stocks complete, offering strong
values, having a flow of new promotable items and de-

\ veloping a better sales staff. -To reach their profit goal,
they are keeping a watchful feye on expenses. It is inter¬
esting to note that the intensification of competition and
more aggressive merchandising, particularly by the
larger stores, has resulted in much greater interest on
the part of smaller stores in joining buying offices as one

. method of being able to compete more successfully. A
Inventory levels in the first half of 1956 will not differ

materially from those in the first half of last year. Prices,
however, are likely to creep upward. ' ;
Departments likely to record the best sales increases

next Spring are:

1. Sportswear.
2. Ready-to-Wear.

*

, . - 3. Children's Wear. . ' ' A
4. Men's Wear. A ;

In recent months department stores have been making
a big comeback in major appliances and it is expected
that sales gains in these big ticket items will continue.
Because the typical family unit will have a higher in¬

come next year, the willingness of the public to "trade
up"—that is, to buy more expensive goods—which has
been a marked characteristic of business this year, will

• continue. Consumers are interested in merchandise of
- good quality and style, even if it means buying better
> and more expensive merchandise.

Newspapers will continue to be the dominant sales
; promotion media next year. Promotion costs will prob¬
ably go up, however, because the recent rise in the cost
of newsprint will probably be reflected before long in an
increase in advertising rates or increased newsstand
prices, or both.
Credit will be emphasized strongly by department and

specialty stores next year as a sales tool—particularly
revolving credit for soft goods. Side by side with this
growing emphasis on credit for promoting sales, how¬
ever, will be the exercise of greater caution in screening
credit risks as well as intensification of collection effort.
Because of this greater selectivity of credit extension,
there should be no rise in bad debt losses.

Capital expenditures by stores next year will be about
the same as this year. Funds will be spent mainly for
general redecoration,-enlargement of selling space and
the purchase of fixtures for simplified selling.
Of course, stores v/ill still have problems in 1956. The

most important threat to retailing next year will be the
expected campaign in the next Congress to eliminate the
retail exemption from the Fair Labor Standards Act.
The action already taken by Congress to raise minimum
wages to $1.00 an hour next Spring is also bound to
affect the wage structure of many department stores
because they will have to make corresponding adjust¬
ments in their wage levels to be competitive in their own
labor market.

Hiring of adequate and competent help is still a serious
retail problem.
There is also a possibility that applications made by

railroads before the Interstate * Commerce Commission
, for rate increases may be granted by next June, which
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will be reflected in rising transportation costs for depart¬
ment store goods.
Department stores have been more aggressive the past

year in meeting the competition of the discouunt houses
and as already indicated, have been able to recapture
some of the appliance market. They will continue to
follow the same program in 1956.
This year will also see the opening of a number of

new regional shopping centers and the erection of many
branch stores. Along with this, however, will be seen a
marked step up in activities to develop downtown areas.

Nineteen fifty-five could well be described as the year
in which businessmen awakened to the need of doing
something about downtown improvement. Nineteen
fifty-six should be a year when this interest will change
into determined action. <•..'//, 1

I. D. DAWES
V ~ Vice-President and Treasurer, i

Virginia-Carolina Chemical Corporation
Because of the seasonal nature of our business, the

year 1956 for us covers mainly the shipping season from
January through May.
Historically the prosperity of fertilizer companies has

been dependent upon farm income
'and over a long period of years the
fertilizer sales curve will parallel
closely that for farm income. If one
could predict, therefore, that farm
income in 1956 will improve, he
would have no difficulty in visualiz¬
ing a prosperous year for the ferti¬
lizer industry. The present farm out¬
look, however, appears to the con¬

trary, with the country faced with
'tremendous surpluses of many agri¬
cultural products, even tighter re¬
strictions on acreage and more crop
control. It is not anticipated, how¬
ever, that tonnage will be reduced
'sharply but everything points to it !• d. Dawes
being lower rather than higher in
1956. Taking a long view, however, the growing total
population, the constantly declining farm population and
the limited total acreage indicate that the long-term out¬
look for the industry is excellent, even though this may
not be true for individual years, such as 1955 and 1956.

THOMAS L. DANIELS

. President, Archer-Daniels-Midland Company

. Looking into the future, economists and businessmen

.the country over see a continuation of last year's un¬
precedented good times. They base their opinions on
proved economic indicators rather than magic: Capital

spending is up; so are steel produc¬
tion, construction starts and retail
sales. But basically the optimistic
predictions for 1956 stem from a

firm belief in progress and the con¬

fidence it inspires.
Among the relatively few dark

spots on the economic horizon, how¬
ever, is agriculture, ADM's major
source of raw materials. Naturally
we are vitally concerned with farm
prosperity. And like those who asso¬

ciate prosperity with progress, we
find it difficult to accept completely,
the dismal view of agriculture ex¬

pressed so often today. We feel that
farm reports indicating revolution¬
ary advances in technology and effi¬

ciency on one hand and economic gloom on the other
'fail to tell the entire story.

■1 In certain sections of the country, where farming
techniques represent the most modern scientific ad¬
vances, farm receipts during 1955 held steady with the
previous year in the face of a four percent decline na-

tionally.
V There is further evidence that efficient farming is
-still profitable. The U. S. Department of Agriculture
'estimates that out of today's 5.3 million farms, two
/million produce 90% of all farm products. Certainly, in¬
cluded in these two million farms are many of large
.acreage, but it is Obvious that they also are operated
on a professional, businesslike basis.
However, I do not intend to minimize the problems

confronting agriculture today. According to late esti¬
mates, realized net farm income during 1955 was down
•10% from a year ago. In some commodities surpluses
continue to mount while improved methods, equipment
and fertilizers enable farmers to increase production.
This over production is serious.
Some commentators even refer to agriculture as "hav¬

ing its own private depression." Under present day con¬
ditions it is doubtful that any segment of our economy
can have a "private" depression. For example, the in¬
fluence of the farmer is revealed in the USDA estimate
that farmers will spend about $5.34 billion just for
electrical appliances during the next five years. So the
farm problem is clearly everyone's problem.
But the search is now on for a means of reversing the

declining farm income trend in the midst of general
prosperity. And though no easy cure-all is presently
apparent, a workable plan surely can be developed if
it is based on intelligence, patience, and experience and
not on political ambitions or expediency.
Also, several other positive forces are at work. A

soaring world population is predicted to reach 3.5 bil¬
lion by 1980, an increase of nearly one billion people.
Agricultural exports increased 12% in 1954-55 and
should continue high this year. Sound merchandising
practices are proving their value in moving huge crops.

Wm
Thomas L. Daniels

Richard P. Doherty

Extensive^research by industry, government and univer¬
sities is creating-new markets for America's harvests,
as well as expanding markets.
We at ADM enter the new year with utmost confi¬

dence. As in the past, research continues to pace most
of our operations by upgrading and developing new
intermediate products used by virtually every industry
in the country. A majority of our research has been in
the field of organic chemistry—chemically modified in¬
dustrial fats and oils, alkyd resins, higher fatty alcohols,
vinyl plasticizers,'etc. Because of this diversification we
look forward to continuing good business in the months
and years ahead if the U. S. economy continues at high
levels. ....v :-v. -• '■. v.

;
R. P. DOHERTY

President, The National Bank of Commerce of

/""i/"/-'"/1';' Houston, Texas
Although there are presently some stresses and strains

in the over-all national economy, the Houston area is
still in a period of dynamic economic growth and the
advantages in the Southwest to industry, commerce and
trade are very substantial and are

being recognized daily. Population
increase alone is impressive. We an¬

ticipate a continuing growth and an

increased demand for business loans/
but not by as large a percentage as
in the past year/ We feel that all
well managed companies in our area,
large or small, will be able to attract
needed capital and necessary credit
for continued growth. • ^> '••••.-" - - „

"

' We recognize that the credit poli¬
cies of the Federal Reserve Board
and the National Debt Management
policies of the Treasury Department
are now well coordipated and gauged
to the over-all national welfare, and
will influence the supply of money
and availability of bank credit. For this area it has so
far had only a mild restraining effect. We do not see

any difficult problems in this area's economy, now or in
prospect, attributable to the Federal Reserve policy of
tight money—if further measures of restraint are not
now to be anticipated.

HON. WILLIAM L. DAWSON
U. S. Congressman from Illinois

Chairman, Government Operations Committee

A consideration of the legislative outlook is likely
to focus on .the obvious— budget balancing and tax
reduction. May I suggest some more basic areas where
decisions must be made which will test the vision of

legislators and prove their states¬
manship.
The Constitution of the United

States is a unique document. It was
an experiment when adopted. It still
stands alone as a charter welding
together 48 sovereign political enti¬
ties into one indivisible government.
Where is the division of responsi¬

bility; where is the allocation of duty
as between the States and the Fed¬
eral Government?
It has been said, "Use the level of

government closest to the commu¬

nity . . . reserve National action for
residual participation . . ."
The Congress must decide whether

■. * this concept sufficiently recognizes a

shrinking America resulting from rapid communication
and transportation. Are local grading standards enough
for fruit grown in one state and sold in 48? Can local
resources be relied upon to protect communities hundreds
of miles away from the devastation and death that fol¬
low in the wake of flood waters? Can we afford the
chaos of 48 different axle load requirements for trucks
in interstate commerce? Does the Federal Government
have an obligation to protect our irreplaceable natural
resources from exploitation by special interests working
through amenable and pliant local authorities? What
should be done to prevent a bureaucracy, revelling in its
own sense of power, from becoming a permanent and
dubious luxury? How shall the powers which the Con¬
stitution "reserved to the States respectively, or to the
people" be safeguarded from encroachment or usurpa¬
tion?

These questions cannot be answered in legislative vac¬
uum nor solved by invoking political cliches about states
rights. They challenge the judgment and try the con¬
science of the legislator. .

This Congress is also confronted with the twin prob¬
lems of urban attrition and the cost-price squeeze on
the farmers. I

Our metropolitan areas are coming to consist, of so-
called "core cities" surrounded by satellite suburbs.
Often the core city has to continue the full maintenance
of municipal services in spite of rapidly shrinking rev¬
enues and evaporating assessable property valuations.
Housing, transportation and retail trade are all going
through a period of painful readjustment. Hence, many
legislative questions having to do, for example, with the
mutually exclusive areas of federal and local taxation
take on a new importance.
The farm problem cannot be considered solely in the

light of a decision on price supports. It involves long-
range judgments on the ultimate effect of increased
mechanization, of shrinking farm population, of increased
acreage per farm, of tremendously augmented production

William L. Dawson

William P. Drake

due to hybridization and the chemical miracles in insecti¬
cides, fungicides, antibiotics, and fertilizers.
In considering these unquestionably important mat¬

ters, care must always be taken to guard against a
warped perspective. What is the relative importance of
these matters in a war-wracked world? When Western
civilization is in truth threatened by the pestilence that
walketh in darkness and the destruction that wasteth a
noonday, every judgment must be weighed in a balance
to determine what action had best be taken to protect
our democracy and preserve the peace of the world.

WILLIAM P. DRAKE
President, Pennsylvania Salt Manufacturing Company
The chemical industry makes no pretensions to

altruism, for its function is primarily economic. Never¬
theless, in pursuing its economic ends it has reshaped
the pattern of daily life. In countless ways, both obvious
and subtle, it has brought about' a
quiet revolution in our mode of liv¬
ing; it has put more food on the
table, enlarged our wardrobe, facili¬
tated our transportation, and has
even extended man's life expectancy.
- So . pervasive is the industry
throughout the fabric of our indus¬
trial economy, it is difficult to find
a single area devoid of its influence.
But most spectacular, perhaps—and
hence most typical—are the wonders
worked by chemical processes and
'syntheses in these seven fields:
tibers, rubber, plastics, medicines,
metals, detergents and agricultural
chemicals. Wherever the chemical
industry has touched each of these,
old norms have been scrapped and Droader potentialities
have been illuminated.
The record of 1955 attests to the dynamic nature cf

the chemical industry. During this year sales reached
an estimated $23 billion, a new, all-time high. This
represented a 17.6% increase over 1954 sales, according
to the Manufacturing Chemists' Association. America's
fourth largest industry continued expansion of plants
and facilities at a high level during the year and, based
on preliminary estimates, a total investment in plant
expansion will exceed $1 billion for the fifth consecutive
year.

Profits— Dividends— Taxes
Based on six-month figures, profits after taxes for

the first half of the year were $777 million compared
with $585 million for the same period in 1954. Cash
dividends paid by the chemical and allied products
industries were $379 million for the first half of 1955,
some 16.6% higher than the $325 million paid during"
the first six months of last year. Chemical industry
payments represented 13% of all cash dividends paid
by manufacturing industries during the period.
Projecting first half payments, the chemical and allied

products industries will pay an estimated $1:4 billion
in Federal taxes alone during 1955.

Expansion
/, Estimated chemical industry investment in plants and

• facilities during 1955 will be $1 billion. This amount
is equal to $1,621 per production worker and brings the
industry's total investment to approximately $42,000

;■ per production worker—highest in American industry.
> Production

Production, like sales, reached a new high in 1955.
For example, plastics and resins output for this year
'will reach an estimated 3.5 billion pounds, 20% above
1954's 2.9 billion pounds. Synthetic fiber production in
the first three quarters of the year reached 1.2 billion
pounds, a 23% increase over the 1 billion pounds pro¬
duced during the corresponding period in 1954. And,
of course, there was a substantial increase in consump¬
tion of traditional industrial chemicals and specialty
products.

Employment and Wages
The chemical industry supplied direct employment to

more than 810,000 men and women including over 540,000
production workers. Average weekly earnings for hourly
rated workers were $84.25, more than matching the
generally higher wage trend for all manufacturing
industries.
In August the chemical industry separation rate was

1.8 per 100 employees compared with 4.1 per 100 for all
manufacturing—overall, the industry has the second
lowest industrial labor turnover rate.

Safety
The chemical industry continues among the safest

in America. On-the-job accident frequency for the
first nine months of 1955 was at the rate of 3.27 per
million man-hours worked, matching the all-time low
established for the calendar year of 1954.
Off-the-job accident statistics for the first six months,

reported for the first time by the MCA, show an average
frequency rate of 6.26 per million manhours worked,
-proving -that a chemical industry employee is safer
on the job than he is off the job.

■
• Projected Expansion

Present estimates are that the chemical industry plans
to spend 34% more in 1956 for plant and equipment, or
a total of $1.38 billion versus an estimated $1 billion this
year. A continued steel shortage, however, would have
an adverse effect upon these plans.
In general, current and projected capital spending is

Continued on page 36
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expected to be channeled increasingly into the produc¬
tion of chemicals and less into auxiliary equipment, site
preparation and the like. Therefore, sales return per
dollar invested in new plants and equipment should be
higher in 1956 as should profit on invested capital.

■ Industry Problems
: With the rapid growth of the chemical industry have
come a succession of challenging problems . . . challenges
by no means limited to the field of technology. Con¬
fronting the industry are problems of human relations,
responsibility to the community, conservation Of re¬
sources, the increasingly acute national shortage of
technical and scientific manpower, and problems incident
to the disposal of radio-active waste from atomic re¬
actors. The years ahead will surely intensify old prob¬
lems and throw out new challenges. But just as surely
will the chemical industry mobilize its unparalleled
resources to meet and overcome them.

WILLARD K. DENTON g
President, The Manhattan Savings Bank, N. Y. City
Economic predictions are optimistic for 1956 and should

the expected high level of production be maintained, the
public should have ample funds available for saving.
Heavy buying during the past year or two may have

filled basic needs in many cases with
the result tnat some wage earners

will have more disposable funds
available for saving. However, more
gjamorous vacations and more at¬
tractive consumer goods will con¬
tinue to compete for the consumer's
dollar. The value of thrift, therefore,
needs to be emphasized continuously
and, considering the appeal of so
much attractive merchandise on the
market, the savings banks have been
doing an effective job.
In 1955 deposits of the 520 savings

banks of the nation increased <$1.8
billion to $28.1 billion, a tremendous
backlog of savings. The deposit gain
for savings banks in 1956 will de¬

pend not only upon the level of national production but
upon a number of other factors including psychological
attitudes, for some people will save only when there is
apprehension about the future. How well the savings
banks meet the competition of other forms of saving is
another factor that will affect deposit gain.

In recent years there has been an inclination on the
part of some persons of relatively moderate means to
seek higher yields through some form of equity securi¬
ties. During the same period the yield on interest bear¬
ding investments has been increasing and savings bapk
dividend rates have moved from around 1%%to 2Vz%

and 3%. Yields on prime equities have decreased, there¬

by narrowing and in some cases more than eliminating
the gap between savings bank dividends and stock divi¬
dends. It is generally recognized that before investing
in risk assets, a substantial cash reserve should be ac¬

cumulated and the increased dividend rates being paid

by savings banks should prove an added incentive lor
*

such reserve saving.

Savings banks have been rendering an important pub-
lie service in the field of mortgage lending and last year

they added $2.5 billion to their mortgage portfolios,
which now total' $17 billion.

The New York State savings banks particularly, after

satisfying local requirements, have channeled mortgage
money into States where population growth and housing
needs have exceeded available local capital. New hous¬

ing construction, with 1,300,000 new units started in
1955, has played a very large part in maintaining the
whole economy on a high level and the role of the sav¬

ings banks has been a most important one. It is predicted
that housing will continue in 1956 as a great stimulus
to our economy with new units estimated in excess of a

■-million, and the savings banks can again be counted
upon to supply a sizable portion of the financing.

The expected volume of mortgage demand and avail¬
able funds have been estimated in attempts to forecast

„ the trend of mortgage interest rates. Actually, mortgage
interest rates are part of the over-all interest rate pat¬
tern and interest rates today are subject to action by

: Governmental agencies as well as to the law of supply
and demand. The prevailing opinion seems to be, how¬

ever, that mortgage interest rates will remain firm and
may even increase moderately.

The economic signs suggest a high level of prosperity
for 1956, but we hear warnings about sales made on

excessively easy terms and the expansion in the volume
of consumer credit. There is need today to emphasize
the value of thrift, the advantage in having the money

to pay for consumer goods, the importance of preparing
for unexpected eventualities. History has demonstrated
that there is no better place to save than a savings bank.

Guilford Dudley, Jr.

GUILFORD DUDLEY, Jr.

President, Life and Casualty Insurance Company,
Nashville, Tenn.

Since deeds speak louder than words, I believe cer¬
tain actions taken by our company in recent months are
a better reflection of our attitude on the outlook of
business in 1956 as well as the foreseeable future than

v
any mere prophecies.
About 14 months ago, Life &

Casualty began construction of a
new Home Office building. The Life
& Casualty Tower, 30 stories high,
will be the tallest commercial struc¬
ture in the Southeastern United
States when completed early in 1957.
While we will require only about
40% of the building originally for
our current needs, we anticipate
that our accelerated rate of growth
in 1956 and the years ahead will
require that we take over all but
two or three of the bottom floors
of the structure within the next
25 years.
In January, 1955, we entered the

State of California and have since established three
district offices. The first office, established in the Los
Angeles area, led the entire company in weekly pre¬
mium increase on a per-man basis in 1955, thereby
justifying our faith in the. future of California. The
economic outlook for that state is practically unlimited
and we plan to expand our operation there as fast as
practical.
In fact, we feel so strongly about the economic sta¬

bility of the nation as a whole and the growth prospects
for the insurance business that in September of last
year, we began pioneer operations in the State of Mary¬
land.
We opened in Texas two years ago and are very pleased

with the progress made in that great state where we
now have 15 district offices servicing almost $80 million
of life insurance in force. -

Just a few weeks ago, Life & Casualty placed an order
with the Remington Rand Division of the Sperry Rand
Corporation for a UNIVAC I electronic computer sys¬
tem, which, when installed next April, will have cost
$1M> million. Realizing that at the outset we cannot
utilize the full capacity of this electronic marvel, we
intend to set up a company subsidiary and make the
services of the equipment available to other businesses
in our area. This machine will aid us in reducing our

cost of operations and should prove to be a wise in¬
vestment. ,

One would be hesitant in making, such moves if there
were any serious doubts about the future potential of
our industry or our country.
The population of the United States is continuing to

grow at an unprecedented rate. There are now some 43
million potential buyers of life insurance under 15
years of age .and it is predicted that our population
may reach 190 million by 1965. Twenty-five years ago,
life, insurance premiums amounted to about 7% of dis¬
posable personal income. Today it is a little less than
4%, indicating that life insurance premiums can account
for a larger portion of the disposable dollar. Total life
insurance in force today represents only slightly more

than one year's average disposable income.
Life insurance continues to provide the basic financial

security for the average American family and there is
every indication that we are far from reaching any
theoretical saturation point.

BYRON DUNN

President, National Bank of Commerce, Lincoln, Neb.
As a result of the drouth of this past summer, the last

three'months have tested the metal df Nebraska bankers
in trying to advise with each customer as to his own

particular program. And, the banker who does not
follow this procedure will find him¬
self in difficulties. Some farmers
and businessmen with the right kind
of energy, capital and foresight will
be able to carrv on through his own

..efforts by analyzing his community
and its possibilities under present
conditions. Others will need help.
They need to look forward to weather
conditions for next year, and also
to price conditions. :
The larger cities in Nebraska have

gone along with the National pattern
i and built lots of homes because of
the increase in population in the
larger cities, resulting from the de¬
crease in farm population. We have
talked to our local builders and find
that none of them expect to do any speculative building
next year; they will build only on order. They feel the
housing situation has been taken care of to such an
extent that any speculative building will be extremely
hazardous. While the National curtailment of credit has
some effect on building by individuals, it has not affected
the large contractor—until he starts making plans for
next year's work.
The building of homes plays a large part in our

National economy, and should it be cut off too sharply,
will be felt all over the United States. In view of that,
the proper authorities should analyze this situation from
the voice and thinking of the builder over the last 30
to 60 days, rather than from figures gathered from the
entire territory.
The slowing down of the building program will, cf

course, affect the' automobile industry as well as the

Byron Dunn

Thomas W. Eadie

consumer credit field. I believe depressions of the past
can be avoided this year if such organizations as yours,
the National Association of Manufacturers and Agricul¬
tural Organizations would combine their efforts, hold
discussion meetings down at the grass root level of each -
community, and work together to maintain the economy
on a level basis. I don't believe results can be obtained
only by sending out literature. We need to get these
people together, give them the opportunity to voice
their personal problems and thinking, and with good
leadership, their actions can be guided to safe channels.

THOMAS W. EADIE

President, The Bell Telephone Company of Canada
A continued increase in the level of business activity

in Canada is expected for the first half of 1956. In all
probability the increase will be at a slower rate than
has been the case in 1955 and some levelling off may

occur in the latter part of the year.
This expansion could result in Can¬
ada's Gross National Product mov¬

ing from a total of over $26 billion
in 1955 to over $27 billion in 1956,
an increase of some 4%. '

It would appear that higher levels
of employment and income will per¬
mit further increases in consumer

expenditures.
Capital expenditures should re¬

main high. There appears to be no
let-up in the demand for housing
and expenditures should remain high
as long as mortgage money is
readily available. On the govern¬
ment side, some increases in ex¬
penditures on roads and schools can

be looked for and no decrease in defense expenditures
is foreseen.

Expenditures in the utility field have been heavy in
the postwar period and this condition is expected to con¬
tinue. To meet increased demands for service, it will be
necessary for the telephone industry in Canada to in¬
crease its capital spending in 19o6.
We estimate that our construction program this year

will require the expenditure of $137,Oj0,OOO, an all-
time high, to meet the demand for service in our terri¬
tory in the Provinces of Ontario and Quebec. This
compares with a total outlay of some $128,008,000 in
1955. ' ■ ' - - ,, , , y %

The number of telephones served .by our company
now exceeds 2,500,000. In 1955, we instiled over 182,-
000 new telephones, more than in any other year. How¬
ever, at the end of the year there were about 45,000
unfilled orders for service on our books and 37,030 appli¬
cations for a higher grade of service.
Last year, our customers made an average of almost

15,000,000 local calls daily, about 1,003,000 more than
in 1954. We handled 12% more long distance traffic,
the ov.er-all increase in the number of long distance
calls being the greatest we have ever recorded. These
figures provide an impressive commentary on the vigor
of Canadian economic progress.
To keep pace with the country's growing communica¬

tions needs, (Janada s major telephone systems are co¬
operating : in the construction of a transcontinental
microwave radio relay network scheduled for completion
in 1958. This network will augment the 384,000 miles of
circuits now operated by the Trans-Canada Telephone
System which was formed 24 years ago to provide long
distance telephone service on a national scale.' Besides
carrying Canadian Broadcasting Corporation television
programs from coast to coast, the 3,800-mile network
between Sydney, N. C., and Vancouver, B. C., will have
the capacity to transmit simultaneously hundreds of
telephone conversations. . ■ v'V -.f-...
The Bell Telephone Company of Canada now operates

a radio relay system linking Toronto, Ottawa, Montreal
and Quebec City and it will form an integral part of
the transcontinental network. Other sections are to be

completed by stages, with the Toronto—North Bay-
Winnipeg chain of relay stations scheduled to go into
operation in 1956. Each member organization of the
Trans-Canada System is responsible for construction
and maintenance of the installations in its own territory.

GEORGE S. ECCLES

President, First Security Bank of Utah National Ass'n,-
l' Salt Lake City, Utah

A very good business year is indicated for 1956. It will
be bigger than 1955, but only slightly so, and the rate of
increase will be considerably less. Among the factors that
are significant in the 1956 outlook are the following:
(1) A solid foundation in natural

resources underlying the boom of
1955-56.

(2) A self - generating economy.

New products, new services are con¬

stantly being added,- the latest of
which is the emphasis automa¬
tion. We are not a mature>gonomy.
(3) Financial institutions are in

very good condition. This incrudes
commercial banks as well as other
institutions. •

_ (4) Except in possibly limited
fields, credit has not become over¬
extended.

Specifically, the following items
are of major significance in the out- Ccorge s. Ecdes
look for 1956:

(a) Capital expenditures for new plant and equipment
should be some 10% above 1955 if materials and equip-
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ment are available. In the forepart of the year, such
expenditures will be considerably above last year's. This
applies to manufacturing .plants, especially machinery
and * steel products to mining and mineral processing
plchits. It is of especial importance in the Intermountain
Region where increasing mineral production is so vital
in the economy.

-(b) Cther construction including utilities and public
expenditures for roads, schools, water and sanitary fa¬
cilities will be somewhat above that in 1955. The same

is true for commercial buildings. These will offset to
some extent the decrease in residential construction,
although it will affect the economy in somewhat differ¬
ent ways. ,•: , ,

' (c)- High demand for mineral and mineral products
should continue. Production of copper; other nonferrous
metals; iron, steel and steel products; hydrocarbons such
as oil, gas and coal and their derived products; and
building materials including cement, gypsum, brick and
block should be at capacity. This is especially true of
the first six months of 1956 for which orders have gen¬
erally been placed. Production of fertilizer materials
should be equal to last year's. These groups of products
are closely associated with the economy of the Inter¬
mountain Region.
• Productive capacity of the nation, and of the region
will be. strained'for some months if orders that havp
been placed are filled. Allocation of products, especially
the metals and building materials, is foreseen to mid¬
summer.

There are some offsetting factors:
(a) Agricultural maladjustment is the most serious

problem. The major question is what to do with the
tremendous surplus overhanging the markets and the
political and economic significance of agricultural prices,
parity and acreage or marketing allotments.
; (b) Labor problems may become important factors
affecting production of goods. Prolonged strikes and
reduced income would affect consumer sales and pay¬
ments en instalment and mortgage loans.
! (c) Consumer expenditures will possibly equal those
of 1955, but with some shift as among types of goods.
This applies especially to cars. \ •

j* Data seem to indicate that the sale of cars in 1955 was
some one million above a so-called "normal." These
sales will not be made in 1956. This might have a defi¬
nite impact on automobile producing areas and on the
market for steel, copper and other metals, glass and rub¬
ber. However, a decrease in use of those materials by
the automobile industry will perhaps make available
additional supplies to other industries and prevent spi-
raling of prices.
r (d) Decrease is expected in construction of dwelling
units from the high level of 1955. This is due first to
the shortages of building materials, secondly to shortage
of mortgage credit.

' ' '

: Tight money is expected for a number of months with
generally higher interest rates. This should have the
desired effect of reducing credit demand.
V Repayments may equal or surpass extensions of instal¬
ment credit and the upward trend in mortgage credit
should be lessened. General credit control, together with
shift in consumer demand, might be adequate thus avoid¬
ing the necessity for specific credit controls through au¬
thorization for a return of regulations X and W. The
proportion of income going into savings should increase.

1956 should be a good year; the leveling off in the
upward trend is indicated. It means a change of pace
from that of 1955 and a more realistic economic growth
than that of the previous year.

HARRY EDISON
V- President, Edison Brothers stores Inc. , -

The business boom of 1955 will well lap over into 1956.
The political climate which business will experience
during 1956 will not retard an upswing which in my
opinion will see business climb to
even a higher plateau than 1955.
Based on information already a

matter of record, estimates put capi¬
tal expenditures by corporations and
business generally during 1956 at
approximately 35 billions of dollars,
a sizable increase over similar out¬

lays during 1955. This manifests a

definite feeling of business optimism,
plus the necessity to augment our
production facilities to meet the ever

increasing needs of consumers and
continued growth in population.
: Moreover, additional billions of
dollars will be spent by our govern¬
ment on our defense program and
added billions will be spent for high¬
way construction, for housing, for schools, for hospitals,
and by railroad and transportation lines towards im¬
proving their facilities.
These spendable billions should support peak employ¬

ment and with high wages for those employed. Couple
this with an already huge backlog of saving which our
people possess, certainly offers a fertile field in which
competent business management should thrive. Of
course, as in every year, we may experience some minor
ills. But since our nation is clothed with a sound econ¬

omy and unlimited natural resources, our national status
will continue to be healthy. -

Shoe production for 1955 might well exceed 550,000,000
pairs and a greater production is anticipated for 1956.
Our own company will close the year of 1955 with an
all-time high record of sales approximating 88 million
dollars. Company earnings will also be higher than the

Harry Edison

W. H. Edwards

previous year. Our confidence and optimism for the
future prompts us to plan a continued expansion pro¬
gram. We will add a total of approximately 60 new units
during 1956 and 1957.
Manufacturing resources in every field should strive

for greater efficiency, expanded production and lower
unit costs. Aggressive competition will be even a greater
challenge in 1956 than in the previous year, and it will
take most efficient management in production and dis¬
tribution to meet this challenge. . -

. Sound underlying . factors point to another year of
national prosperity. « .

W. H. EDWARDS

President, Lehigh and New England Railroad Co.

The year 1956 will, in my judgment, be an outstanding
year tonnagewise for railroads. A survey of our par¬
ticular outlook indicates that 1956 will be an excellent
year from every standpoint if freight rates are increased

sufficiently to offset our increased
labor and material costs.
Since the Lehigh and New Eng¬

land is one of the most important
cement originating railroads in the
United States, since prospects for in¬
creased cement shipments are-; ex¬

ceedingly bright due'to work now dn
progress increasing capacity of the
plants and the extremely heavy de¬
mands which will no doubt exceed

supply, the Lehigh and New Eng¬
land, naturally, anticipates a banner
year.
We have just recently increased the

number of off-line agencies by two,
having established agencies in

..Cleveland and Buffalo. We hope,
early in 1956, Reestablish a Chicago agency. The results
of what we have already done have been most
gratifying. ; .■

The Lehigh and New England has a sufficient owner¬
ship of freight-train cars and always maintains those
cars so as to have the maximum number serviceable,
consequently, we feel that we are in a position to handle
any increased business offered.

H. P. EELLS, Jr.
President, Basic Refractories, Incorporated

The momentum of current business activity should
keep the wheels of industry turning at satisfactory rates
well into 1956. If for no other reason than that, broadly
speaking, productive capacities are fully extended and
any gain by general business seems improbable. •
— For the Refractories Industry a longer period of peak
activity than average is a prospect since the demand
for steel, which this industry principally serves, is likely
to hold into the second quarter of the coming year. While
slowdowns in a few steel consuming industries are pre¬
dicted, these should be offset by unsatisfied demands in
other areas as, for example, industrial construction.
Refractories producers, like a good many others, are

faced by the high cost per unit of additional output that
will be required to keep pace with the expansion of the
general economy. As is the case following a period of
inflation, product costs fail to anticipate the correspond¬
ingly higher depreciation charges. Obviously the higher
capital costs of new plants will qompel higher prices
unless by his ingenuity the manufacturer is able to
increase his output to the point where productivity per
dollar of capital investment remains the same as hereto¬
fore. I am confident the refractories manufacturer will
not relinquish his efforts to accomplish this purpose.

ROLAND A. ERiCKSON

President, Guaranty Bank •& Trust Company
Worcester, Mass. ;

The first six months of 1956 should result in good
earnings for the commercial banks of this country. The
banking industry is basically dependent on two major
influences. First is the level of over-all business activity
for the economy in question, and
second is the attitude of financial
authorities toward money market
conditions.

.

Although the American economy
is operating at an all-time high level
approximating capacity, there does-."
not seem to be any definite signs yet
visible that an adjustment is likely.
Except for residential construction,
automobile demand, and the planned
impact of tighter money, most in¬
dices seem to suggest continued high
levels of activity particularly through
the first half of the year. The forces
of increased wage rates, planned
capital investments of private indus-
try, states, and municipalities, and Roland A. EHck.on
the effect of the continued cold war on our defense

budget, are all most impressive on the plus side for next
year. Their effect is already visible on the "thermom¬
eter of the market place" — commodity and finished
goods prices. They are forces, however, that could lead
to too much inventory accumulation which would tend
to generate the need for correction.
The second factor in our outlook, money rates, will

probably directly reflect what happens to industrial
output. Certainly our money managers in Washington
-at the morpent are using their powers of control astutely
and with a delicate but courageous hand. With an im¬
plied continued strong business level, we should reason-^

ably look forward to rates of interest that will continue

the present good earnings, relatively speaking, for the
banking industry. \ •
♦ It would be well at this time for all of us to restudyr
the money market and central bank theories and prac¬
tices both in this country and abroad, particularly eval¬
uating various relationships prior to the '30's. Whether
or not money rates are high or low is completely de¬
pendent on the base with which they are compared. For-
nearly 20 years up to 1951, America had experienced
artificially depressed money rates due to the exigencies
of worldwide depression and world conflict/ Compared-
to that period, rates may seem high today. Over a longer
cycle, however, they are .more properly classified as at
an average level since today's rates are substantially
below the rates applicable in the '20's and earlier.

*

A healthy America of the free enterprise vintage,
which is really our heritage, demands a healthy inde¬
pendent banking system. A healthy banking system"
must be built on a foundation of realistic money rates
—rates that are not arbitrarily and indefinitely de¬
pressed below their natural level. If we are to have the
benefit of lower rates of interest in a future depression
to stimulate the economy, by necessity there must be]
higher rates in a boom.
: At this level in our economic history and with the
fast pace now prevalent, it behooves us ail to re¬

examine credit policies and'-practices so that we do not
feed the "flickering flames" of inflation and thus gen¬
erate an unhealthy boom that would inevitably lead to
a recession. Whether today's high economic plateau can
be maintained throughout the full year 1856 depends
upon the quality of our banking and industrial leader¬
ship together with the skillful management of our finan¬
cial authorities.

I L. J. FAGEOL

; President, Twin Coach Company
'■>. I believe that business will continue at a high level
throughout 1956.

. This prediction is based upon a careful study of the
varied fields in which our company now operates. We

have greatly diversified our activi¬
ties during the past six years and,
for this reason, are closely related to
several different markets. ,

Volume of our aircraft division in
Buffalo tapered off somewhat in
1955, due principally to a serious
strike and the "stretching out" of
some contracts. However, we now
have an aircraft backlog in excess of
$23 million and anticipate satisfac¬
tory operations during this year.
Our automotive division in Kent is

just beginning work on a Post Office
Department order for 2,000 small
"Pony Express" delivery trucks,. De¬
mand for units of this type and for
other specialized vehicles is cur¬

rently active and we believe this part of our business
will show a substantial increase in '56.

< '
Fageol Products Company, our engine-building sub¬

sidiary, is currently introducing a new four-cylinder,
four-cycle, 35 h.p. outboard motor at the boat shows.
This is meeting with excellent public reception and our
dealers are enthusiastic about its sales potential. Volume
On our Fageol "44" inboard marine engine is also in¬
creasing steadily. A recent survey shows that one out
of every 32 Americans now owns a boat and we view
this as a huge and certain-to-expand field.

■j Our 1956 plans also call for an energetic campaign to
introduce an industrial version of the "44" engine which
we believe can be sold in large volume to power farm
machinery, construction and plant equipment.
Sales of our larger engines—to bus and truck manu^

facturers—continue at a satisfactory level. The expand¬
ing use of propane as a motor fuel is constantly broaden¬
ing the market for Fageol propane engines. Fageol-
Leyland diesels are likewise being employed in growing
quantities by the nation's leading transit firms.
In line with the above indications of good 1956 busi¬

ness, we plan to constantly continue our efforts toward
diversification. It's my personal belief that the success
of this program will enable us to build a stronger and
constantly-growing company. _ ' . '/ .... ; - :/ . 1,

DeCOURSEY FALES

President, The Bank for Savings in the City of New York
It is estimated that gross national production in 1956

will exceed $400,000,000,000, the first time in the nation's
history that this figure has been attained. If this predict
tion becomes true, then the coming year should also
be a very prosperous one. The out¬
look for steel, railroads, oil, retail
stores and building construction is
very promising. Government defense
spending will again, of necessity, be
of a high level. While motor sales
and residential construction may fall
off somewhat, other phases of the
economy will no doubt take up the
slack. There will be more govern¬

mental and industrial construction.
The public, generally, will be buying
more of both soft goods and dura¬
bles. This is likely, since employ¬
ment will be very high and at better
wages. Furthermore, it is not un¬
likely that some additional sums will
be made available to the public for
spending by the government in the form of moderate
tax reduction. ^5^
< Savings should continue at a high rate, in view of the

. Continued cn page 33

L. J. Fageol

DeCoursey Faies
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Continued from page 37

prosperity already mentioned and further stimulated by^
the increases in dividend rates, recently announced by
the mutual savings banks. These higher rates are likely
to last as long as the monetary authorities continue their
somewhat restrictive higher money rate policies de¬
signed. to keep the economy on an orderly high level or
activity. Offsetting their efforts to a degree will^be the
tendency of wage rates to out-run the normal growth of
productivity of industry.
The savings banks will continue to pass on to their

depositors the benefits to be received from the high
activity of the year 1956 in the form of the opportunity
to save with safety at higher dividend rates. As a result,
an increase of about 6% in deposits is confidently ex¬
pected by the mutual savings banks in New York State.

L. D; FEDDERMAN
Chairman, Interstate Engineering Corporation

Our business prospects for 1956 look excellent, but,
like any other firm, those prospects tie in directly with
the national economy. Therefore, it is necessary to at¬
tempt to evaluate the principal factors expected to affect

our country during the year. The
state of the President's health, inso¬
far as it influences his decision to
run or not to run again is, to my

mind, by far the most important fac¬
tor in our economy—and for that
matter, world economy for not only
1956 but for the next four years.

That is because Ike can and will de¬
feat any Democratic candidate re¬
gardless of how strong a fight he
puts up, whereas there is no other
Republican who could defeat even
the weakest Democratic candidate.
Medical experience clearly demon¬

strates that coronary cases can and
do live normal lives for many years,

providing they use common ordinary
horse pense. Men who retire die of an inability to keep
busy and active much earlier than men who stay in har¬
ness. A return to the Socialistic left-wing policies of
Truman, Eleanor Roosevelt, and Harriman would be a
terrific blow to the future and, in my opinion, would
precipitate a depression. In such case, of course, the
Fair Dealer President would spend and spend—and tax
and tax, to attempt to get us out of it. We saw this hap¬
pen under 20 years of Roosevelt-Truman misrule and
eight years of Wilson, and we never had a normal period
of prosperity or low unemployment—it always required
a war.

■

In 28 years of Democratic administration under three
Presidents, we have been thrown into war by each of
them, our taxes have constantly increased, our foreign
policy has deteriorated, our boys have died on foreign
soil, Communists and homo-sexuals have invaded our
innermost government chambers, and through it all our
left-wing Socialistic labor leaders have told the working
man that the Democratic Party is the "peace party and
the party of prosperity." The astonishing thing about
it is that a majority of them actually believe it.

Although Eisenhower played a very important part in
World War II, it was insignificant compared to the part
he now plays in the future welfare of his country. He
is the only man in the picture today who can save our
present way of life. It is just as much his duty to run
as it was my duty and that of 11 million others to serve
our country in 1942. ,.v.'V'■ • F F'FFvF-
In its simplest terms, the year 1956 depends, for real

prosperity, on whether the voices of millions are heeded
"RUN AGAIN IKE!"

FRANK E. FELT

; ; Vice-President, The First National Bank,
\ N ■ Jamestown, N. Y.

) As the year 1955 was ushered in on an optimistic note
which later events fully justified, so now at the start
of the new year present indications point to an equal
and possibly higher level of business activity. While
there might well be some letdown
for a short period, following the last
quarter of 1955, the year as a whole
•should prove to be a profitable one

despite unfavorable aspects in certain
•sectors of the nation's economy.

< The automobile industry should
experience a decline in output oc¬
casioned by the overselling last year,
thereby satisfying the future needs
of prospective buyers.
Residential construction will be

less but as an offset Government,
public and commercial construction
will show an upward trend.
While some concern may be felt

on the increase in personal borrow¬
ing, it can safely be assumed that
Federal Reserve monetary authorities will not hesitate
to adopt any restrictive measures necessary, and they
are to be commended for steps already taken to curb
inflationary tendencies.
Banking will participate with industry in the pros¬

perous conditions this year and year-end results should
i>e cheering.
Bank deposits will be at a higher level as a result of

nigh employment and wages, increased dividend dis¬

tributions and a possible reduction in Federal Income
taxes, thereby permitting increased loans and investments.

Frank E. Felt

Until there is evidence of a slackening in business,
activity interest rates will remain high.
Business and banking can have a confident attitude as

the new year begins. (

A. R. FISHER ' *

President, Johns-Manville Corporation
Nation-wide construction expenditures in 1956 should

reach the huge total of $65l/z billion, an all-time high,
and exceed 1955's banner year by over $3 billion, present
forecasts indicate.

New construction, alone, will probably account for
more than $44 billion, while modernization, remodeling,
repairing and maintenance of existing structures will
account for more than $21 billion in 1956. .

Barring developments outside the building field, and
assuming a record total national output of goods and
services of around $400 billion in 1956, the construction
industry should account for well over 16%. of all eco¬
nomic activity in the United States. It is now by far
the nation's biggest industry, not excepting agriculture
or defense.

While residential construction in 1956 may drop off
slightly from, 1955's 1,250,000 home starts to around
1,200,000 new homes such a drop will merely build a

housing backlog for the following year. '-&■

In many non-residential building classes we are apt to
see in 1956 sharp increases over the already big volume
of 1955.

So urgent is the need for expansion and further mod¬
ernization of the nation's industrial plant, that $2.8
billion may be spent for new factories alone in 1956, a
17% increase over 1955.

Commercial construction will keep on booming, reach¬
ing almost $3.5 billion in 1956, a 14% increase over 1955.

A great deal of non-residential construction has lagged
behind home building and is badly needed to serve al¬
ready existing new dwelling projects: In 1956", therefore,
a 15% increase in church building, a 12% increase in
social and recreational construction and at least.an 11%
increase in sewers and watermains, are expected. ;

It is in highway construction that expansion is par¬
ticularly urgent. This giant sector of the" construction
industry will account for around $4.6. billion in 1956 and
may even touch the $5 billion mark. - v ' '

Surpassing all other segments of the. construction in¬
dustry picture, however, is. the modernization, repair and
maintenance market of over $21 billion which .-will acF
count for about one-third of total, construction volume
in 1956. It is the/,most:'/4mder^
of the construction industry.
To keep adequate and tip to dat^ou^^^

plant of close to 50,000,000 dwellings wilf require ex-
penditures of approximately
of course, includes the Tapidly growing 'tdo it yourself"
construction which has become so important a feature
since World War II. And it includes heavy moderniza-
tion of old homes to keep them competitive* in* the hous¬
ing market with new ones. -Vi'«

; Old dwellings are often so obsolete in design, layout,
electrical wiring, plumbing and in innumerable other
ways that thousands of owners have no choice but to
modernize or see them stand vacant.

, It is in this type of housing where vacancy ratios are

beginning to run up. The answer to, obsolescence can

only be modernization. V,
. - 'F

- Naturally, a building boom that has -been going on
for years is subject to minor ups and downs.* However;
far from being over, the building boom, in' long-range
terms, has just begun to hit its stride. It has behind it
tremendous expansive forces that are literally trans¬
forming this country. The greatest.of these: is population :

growth. By 1970 the United States will have a popula¬
tion of over 200,000,000 people for whom adequate resi¬
dential facilities must be suppliediF y .'/<•>•;• '■!jv.I':
Gur birth rate has risen 50% since the 1930's, changing

the economic picture of the entire country. ; In the 20
years between 1920 and 1940 the number of children
under 14 actually decreased by 640,($)0F But in the 15
years from 1940 to 1955 the number increased by almost
,15,500,000. \
This spectacular increase in population growth is

having a mere dynamic effect on our economy than any
other single factor. Its result is that everything in this
country is, or will become, too small.
The other gigantic force that is driving our econdmy

forward is the rapid advance of technology. It changes
everything and its result is to make [everything obsolete
—our factories, stores, dwellings, schools, highways and
nearly every other type of structure. -.-."A
Combined, population growth and technological ad¬

vance are forcing a volume of construction beyond any¬

thing the United States has ever known. '

Every year since 1949, more than a million homes
have been built annually, and this will continue because
population growth, demolition and housing obsolescence
demand them.

In 1956, at least 800,000 new homes will be required
for new family formation alone. This, combined with the

replacement of demolished homes, now proceeding at the
rate of 250,000 to 300,000 each year, will assure the con¬

struction of well over a million new homes next year.

Actually, family formation is no longer the only im¬

portant factor in housing demand. Migration is another
tremendous force. People are moving from the older

parts of the United States into the newer and less de-

Eliot G. Frtch

veloped regions in the South and West and into the in¬
dustrial Great Lakes cities. •

. So great has been the flood of migrating people that
considerably over half of all new homes erected in 1954-
were in the South and West and, undoubtedly, this will
be true this year and in 1956.
But the greatest wave of migration, and one that is

continuing, is to the suburbs. In the five years between
April, 1950 and April, 1955, tve country's 168 standard,
metropolitan areas accounted for almost all of the coun¬

try's growth. But that growth was seven times as fast in
the suburbs of these metropolitan areas- as in the central
cities themselves.

For the first time in the country's history a true home
replacement market is developing. This replacement'
market is stimulated by the fact that fully half of all
American families have an annual income of $5,000 or

over. That income permits a family to carry a $12,500
dwelling. For this price the typical American builder is
giving his customer something so attractive that it is
pulling people out of old homes into new ones at a sen¬
sational rate as compared with pre-WorldWar II pattern3.:
While there has been some tightening of mortgage

money with a consequent effect on home building, the
Federal Reserve System is as anxious as anybody to
maintain a very high volume of construction because it
is prosperity's greatest single prop.

ELIOT G. FITCH

President, Marine National Exchange Bank of
Milwaukee, Wise.

Prospects for 1956 seem bright both for the economy
as a whole and for banking. A basic factor is the expan¬
sion program of industry, particularly of steel produc-!
tion, which not only entails a vast outlay for production
facilities but carries with it the in¬
crease in production in the minor
metals and outlays for heavy equip¬
ment. Electric power continues to
expand and estimates of housing
starts are set at only slightly below
1955. All of these figures add up to
much larger backlogs of orders than
have been seen since the end of
Korea and continued high level of
Gross National Product. ; *

What, then, is there to dim' this
"

bright picture? The very factors
'

Which make banks prosperous (larger
--loan volume ar.d higher interest
'--rates) constitute and.are the sym'p- J
/ytomsh.of that1danger'. Inventories
which declined through most of 1954 -iF' ^ : *

a have increased substantially in 1955 and commercial and
^ industrial fdans are «pr $4.2 billioh over Dec.* 31, 1954,
to a total of $27 billion. Consumer credit has increased
$5 billion and has reached an all-time high of $30 billion?"
The Federal Reserve has instituted a tight money policy/
the rediscount rate having been increased from lVi%
at the beginning of the year to the present 2-%%; while
the bank's prime rate has gone from 3% to 3Vz%- What/
/ then, of the consumer? He has bought more automo¬
biles the past year than ever before and has just in-
dulged in the greatest Christmas buying spree in history.
Is he about to wake up -with a hang-over? If. he feels
less sure of his job, will he not tend to stop buying and
reduce his debt? - New automobile stocks on hand are at
an all-time high and may not the producer of cars or
other consumer goods take, a new look at schedules and
start cutting back? Either of these factors could have
a marked effect on consumer purchases and result in a

slowing of our economy. It is hard to say which might
be cause and which effect, as they are so closely related
as to create action—reaction or^ to use the modern
phrase, chain reaction. It happened in 1949. and again in

v 1953-4. The question is when, and how severe will it be?

EDMUND FITZGERALD

President, The Northwestern Mutual Life Insurance Co,

We are especially optimistic about the first six months
of the year—as are most businessmen and economists.
The outlook for the last six months is less predictable.
More moderation in inventory accumulations is desir¬

able. Consumers have been building
up their debt inventory too rapidly,
while businessmen have been ac¬

quiring inventory faster than sales
have been expanding. If a better
balance is achieved, there will be
less pressure on prices, and changes
in business activity will be subject
to smaller swings.
Consumer disposable income should

carry through equal to or perhaps
4 or 5% in excess of 1955. Insurance
sales will continue at a record pace

and investment opportunities for the
insurance industry will be in very
substantial volume. There will be

Edmund Fitzgerald amP>a money available for credit-
worthy individuals and meritorious

business and public projects. Rates will still be low
compared to' historical interest costs. However, long-
term rates may be a bit higher than in 1955. It will be
much easier to obtain long-term capital to finance essen-

tional projects than it will be to obtain the necessary

steel and cement required to build the projects. •

I can't say that 1956 will be a better year for all—but
I'm sure that for all it will be a good one.
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R. L. FITZGERALD HARLAND C. FORBES
Editor, "Boot and Shoe Recorder," Chilton Company * President, Consolidated Edison Co. of New York, Inc.

; Shoe manufacturers in all branches of the industry
are looking forward to a further increase in sales and
production in the first half of 1956, in spite of the fact
that 1955 will go down in shoe history as the industry's
peak year up to now. Retailers of popular price shoes
are budgeting their buying on the expectation of an
increase in dollar sales approximating 10% in the first
half of next year, according to Jack M. Schiff, President
of the National Association of Shoe Chain Stores. Part
of this increase will be derived from a slightly higher
average sales check in shoe stores next spring and
summer, reflecting increased wholesale prices of foot¬
wear. Population increase and a growing shoe conscious¬
ness on tne part of the public are expetced to constitute
other contributing factors. Shoe manufacturers generally
share the retailer's view that the coming season will
show an. increase in the dollar volume of shoe business,
and a majority of them also look for increased produc- -

tion in terms of pairs. While both manufacturers and
retailers are loath to forecast possibilities beyond the
middle of 1956, a "Recorder" survey results of which
have just been tabulated indicates that more than 75%
of the manufacturers believe the industry in 1956 will
top the anticipated 1955 total of 575 million pairs. The
Department of Commerce is somewhat more conservative
than the industry and some of its experts vision the pos¬
sibility of a slight decline in the latter half of '56.

Shoe prices on the spring lines have been increased
on an average of slightly under 10% at the factory, re¬
flecting increases in wages, including the higher mini¬
mum-wage, and increased rentals for shoe machinery,;
also higher material* costs. ; There is some difference of
opinion as to how great will be the effect of higher-
prices on sales, but the majority of retailers and manu-
facturers expect little adverse reaction. An' important -

a factof contributing to Increased sales, at the factories is
the opening of newr-stores, especially in the shopping

; centers that/are spreading so rapidly in all sections of • ;*
the' country;"' ■ ' '...■■/ „ - .//; '• V.-r'. 'U-

P ANDREW FLETCHER
■

. f President, St. Joseph Lead Company •

;

Starting the year on a moderate note with monthly'
consumption in the low 90,000's and with ample supply, ~
the lead market in 1955 gathered momentum with the.
increase in general industrial activity. During the past
year the zinc industry reached an
all-time high for consumption of
over 1,050,000 tons. Government
stockpiling in both metals removed
any threat of surplus and depleted
unsold smelter stocks, < which are

today at a minimum. <

Although many 1956 forecasts in¬
dicate a further rise in the Federal
Reserve Index, it is believed that I
consumption of both metals will f
approximate that of last year, name¬
ly 1,200,000 tons of lead and 1,050,-
000 tons of zinc. Greatly improved
foreign consumption has been, re¬

cently reflected in the London metal
market price of £126 for lead and

„

£105 for zinc. As the United States ;

is dependent upon imports, the domestic prices were
forced upwards to 16-%0 per pound for lead and 13V2C
for zinc. However, even these improved prices will not
result in abnormal profits for domestic producers, be¬
cause of the greatly increased cost of domestic produc¬
tion resulting from higher wage and material adjust¬
ments.

. • • • •

' The basic problem which the domestic mining indus¬
try faces, especially as it pertains to lead and zinc, is
that on the average these metals can be produced cheaper
outside the United States than inside. From a free
trader's point of view, the simplest solution is to shut
down the high-cost U. S. mines when foreign production
is once more considerably higher than consumption, pay
the domestic mining companies a subsidy for the re¬
sultant shut-down loss, and then buy the required ton¬
nage in the cheapest market—with the resultant dollars
foreign nations could buy U. S. manufactured articles,
automobiles, etc. However, domestic production of met¬
als is needed for the economy and defense of the nation"
—in fact, President Eisenhower's Cabinet Committee on

.^Minerals Policy has recognized 'That a .strong, vigorous
and efficient mining industry is essential to the long-
term economic development of the United States", and
Washington has further stated that the market prices of
lead and zinc must be at levels "that are sufficient to
maintain an adequate dbmestic mobilization base."
With this background, it is believed that the free

trader's solution should be disregarded, and a way de¬
veloped for maintaining the domestic mining industry;

- which would be equitable to producer and consumer

-alike. Miners in the United States are-appreciative of
the strengthening of the domestic market prices of both
lead and zinc by the government purchase for stockpile
of the surplus stocks, resulting from unneeded imports.
It must be recognized, however, that a permanent pro¬

gram, not a temporary expedient, is needed, because
domestic production has not been materially increased.
It is hoped that in 1956 the producers and consumers,
working with government representatives, will develop
a workable program.

Harland C. Forbes

Andrew Fletcher

"

A continued high level of economic activity this year
should enable Consolidated Edison to match the level of

growth achieved in 1955. . - -

Electrical sales for the 12 months ended Nov. 30 were

up 6.9% over the previous compar¬
able period. A similar comparison
shows gas sales up 4% and steam
sales up 4.9%.
Our business continues basically

to be a reflection of present business
conditions rather

, than a portent
of future prospects. While we can

normally expect a stable growth,
some developments deserve special

JL "ffl : mention.
jfk . The burgeoning air conditioning
flS& A jPjiii- •• load and a stepped up rate of instal-
^llBk IMgi lations of gas space heating equip-
« ment accounted in part for the rise
gnuySMMPfel in sales. Air conditioning is becom¬

ing a must in the city's apartments
and offices. We are already bene¬

fiting from our promotion of adequate wiring for both
old and new buildings. Continued activity along these
lines promises even greater growth in electric usage,

j The 1954-55 heating season, while the coldest in seven

years, was still warmer than normal. However, last
month was the coldest December since 1926. Should
forecasts for a cold winter continue to be realized, the
effect on our gas and steam sales will be good.
Even more important to the growth of the gas business

is the rise in installations of space heating equipment.
In 1954 there were 5,734 such installations connected to
Our/gas mains. Installations in 1955 jumped more than
2,000 above the -1954 mark. Since gas rates were ad¬
justed late" in- the year to make gas competitive with
other fuels for. space heating, expectations are that instal¬
lations will fi^e even higher.
Demand for residential construction in Queens and

Westchester remains strong. Apartment construction will'
be heavy .above 14th Street on the East Side. Office
building construction in the midtown area has not slack¬
ened and shows signs of spreading to the lower end of
Manhattan. O",./.-i

'

Our own construction budget for 1956 is expected to
reach $120,000,000 compared with about $95,000,000 spent
this year. Much of this money will be spent to continue
adaptation of our electrical distribution system to grow¬
ing summer loads. V. . ,

,
. \ . .*■,.>■/':v

1 We added one large generating unit to our system in
1955 and have announced plans for two 335,000 kilowatt
machines to be built in the next few years. V-v

; These machines are in addition to our proposed 250,000
kilowatt machine for our nuclear electric generating
station at Indian Point. Discussions have continued dur¬

ing the year with the Atomic Energy Commission and
we hope that a permit to construct a reactor at Indian
Point will be forthcoming soon.* .

■

FRED C. FOY

President, Koppers Company, Inc.

Koppers Company, Inc. will invest approximately $25,-
000,000 in 1956 to continue a five-year expansion pro¬
gram launched in 1955. V
Investments during the year will be made through

acquisition,; in the expansion and
improvement of existing facilities,
and in the construction of new

plants. '
Approximately $25,000,000 was in¬

vested by Koppers in 1955 in acquir¬
ing six different companies, in
expanding and improving existing
plants and for addition of new plant
facilities. ...

Companies Acquired by Coppers

Companies which became a part
of Koppers in 1955 included:- the
F. X. Hooper Company, Inc., cf Glen
Arm, Md., a nationally known manu¬
facturer of machinery USed by the Fred C. Foy .>.
corrugated shipping container in¬
dustry; American Aniline Products, Inc., of Lock Haven,
Pa., fifth largest manufacturer of dyestuffs in the United
StatesrcKucliler-Huhfl Company, Inc., of Philadelphia,
Pa.j a_ leading manufacturer of mechanical seals for
rotating shafts in *jet engines, gas turbines and other
high-speed, high-temperature equipment; Turner &
Haws Engineering Co., Inc., of West Roxburgh, Mass.,
makers of a special line of filters for cleaning industrial
air or gas; Industrial Sound Control, Inc., of Hartford,
Conn., designers and manufacturers of industrial noise
control'equipment; and the Feather River Plant of the
National Wood Treating Corporation at Oroville, Calif.,
where wood products to be treated include utility poles,
railroad ties, piling and fence posts.
In addition, Koppers purchased 80% of the common

stock of. Durethene Corp., of Chicago, 111., makers of
polyethylene film and tubing as well as the production
facilities of the Brainard Steel Division of Sharon Steel

Corp., Warren, Ohio, for the manufacture of anti-check¬
ing irons used in railroad ties.

Related to Koppers Operations
All of the companies purchased by Koppers were en¬

gaged in the manufacture of products closely related
to Koppers own operations.

Four of the companies were assigned to the Metal
Products Division carrying out company policy to con¬
tinue diversification of the Division's activities to offset
declining defense contracts and to stabilize employment.
Two of the companies were assigned to the rapidly ex¬
panding Chemical Division whose sales in 1955 topped
all other divisions' sales for the same period. The pro¬
duction facilities for making anti-checking irons for
railroad ties were assigned" to the Wood Preserving Di¬
vision. While large numbers of these anti-checking
irons are used by that Division, substantial amounts also
are sold to others in the wood preserving industry. The
purchase pf the National Wood Treating Corporation
plant at Oroville, Calif., expands Koppers wood pre¬
serving operations on the West Coast begun in 1954.

Highlights of Year

Some highlights of the year were:
The company purchased all of the government-owned

facilities adjacent to its Koputa, Pa., plant including
butadiene units, a steam and power producing plant, a»
water treating and pumping plant, docks, coal handling,
facilities, office and laboratory facilities, and plant
maintenance shops. Under the contract, Koppers has
agreed to keep several of the butadiene units in standby
condition so that this chemical may be produced if de¬
sired by the government.
Koppers officially announced that it is exploring ac¬

tivities in the nuclear energy field and established tho
Nuclear Products Section of Central Staff Production
Department. \ :
Early in the year the company installed a new labor¬

atory to offer advanced scientific services in agglomera¬
tion for the iron; steel and ore industries, v

. Joining with The Firestone Tire & Rubber Company
and certain Brazilian interests Koppers helped form a
new company to construct and operate a styrene mono¬
mer plant at Cubatao, Brazil. / V J T;v ,'
t For testing and developing new products for utiliza¬
tion in various fields the construction of a new develop¬
ment laboratory was begun by the Chemical Division
adjacent to its newly-opened development plant at
Kobuta, Pa. It also gives the Division an opportunity
to develop improvements or modifications of existing
products and processes.

Koppers Research Department and Chemical Division
developed and introduced a new "toughy" in the field
of plastics—an improved polyethylene plastic named
Super Dylan polyethylene. Properties of. the new im¬
proved plastic include high heat resistance, rigidity, good
surface quality and broad color possibilities.
u Operations of the new multi-million dollar polyethylene
plant at Port Arthur, Texas, was begun the latter part
of the year.

Koppers dedicated a new wood preserving plant in
the Roanoke Valley at Salem, Va.
Plans for a joint venture to construct and operate a

Ziegler-type polyethylene plant on the Pacific Coast
along with Brea Chemicals, Inc., a subsidiary of Union
Oil Company of California, were announced in 1 No¬
vember.

At the end of the year Koppers had a backlog \cl
orders well over $100 million. a/ 1 . .

WIRT FRANKLIN
Producer of Crude Oil, Ardmore, Okla.

For domestic producers of crude petroleum and natu¬
ral gas, the year 1956 begins with two important item?]
of "unfinished business" brought forward from 1955.
These two matters involve the policy of the U. S. Gov¬
ernment as to (1) imports of foreign
oil, and (2) Federal control of natu¬
ral gas production.

/•During the past year, the Govern¬
ment took positive,.steps in the di¬
rection of preventing excessive oil
imports and restoring free competi¬
tion in the production of natural gas.
President Eisenhower's special Cabi¬
net Committee recommended that

imports should not exceed their 1954
ratio to domestic oil production, in
the interests of national defense. The
same basic policy was adopted by
the Congress in amending the Trade
Agreements Act so as to authorize
the control of imports whenever they
threatened the national security.
Thus, for the first time in many years, both the legisla¬
tive and administrative branches of the Federal Govern¬
ment adopted a positive policy to prevent excessive im¬
ports from undermining essential defense industries such
as oil production.
-The Government's decisions as to oil imports provide
a basis for solving this difficult problem during the com¬
ing year." Unfortunately, however, imports have con¬
tinued to increase as shown by the following comparison
with domestic crude oil production:

Wirt Franklin

United States Imports
Crude Oil and

r Refined Products

(barrels daily)

Year 1954 1,052,000
Year 1955 (Prelim.) 1,240,000

Ratio of Imports
to United States

Crudo Oil Production

(percent)

16.6

18.3

It will be seen that 1955 imports of crude oil and ita
products averaged 1,240,000 barrels daily, establishing a
new record and exceeding the 1954 relationship to do¬
mestic production recommended by the President's Cabi¬
net Committee.

A few large companies control most of the oil produced

Continued on page 40
s
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Continued from page 39
in foreign areas, particularly the almost unlimited re¬
serves developed in Middle East countries. If the im¬
porting companies continue to increase their shipments
at the expense of domestic producers, the United States
inevitably will become increasingly dependent on distant
and uncertain sources for the oil supplies so essential
to national defense. The year 1956 should decicje whether
those companies can voluntarily maintain imports in
proper balance with domestic output, or whether the
Government policy established in 1955 must be imple¬
mented by direct Federal action to restrict oi( imports.
The second item of unfinished business is also vitally

important to the nation's future petroleum supplies. The
production of natural gas has been regulated by the Fed¬
eral Power Commission during the past year as a result
of a court decision that placed a new interpretation on
the Natural Gas Act of 1933. The stifling effects of this
Federal control are already apparent with the number
of new gas wells drilled declining about 10% in 1955.
Concrete evidence is already available to show that Fed¬
eral regulation of such local activities means less gas
for the consumer. Decreasing supply, of course, leads to
higher- prices. y: vXv ■ r'vVY'
Legislation to" correct the misinterpretation of the

Natural Gas Act and restore free competition in gas pro¬
duction was passed by the House of Representatives in
1955 and, at this writing, is pending in the Senate. This
legislation involves a basic principle of government—
the fundamental question of government control over
business activities that have none of the characteristics
of monopoly or utility operations. Control over gas pro¬
duction would lead to control over other producing in¬
dustries. Such policies violate the fundamental princi¬
ples of the American economic system.
- Domestic producers of oil and gas have the ability to
keep the United States strong and secure as to petroleum
supplies. They will continue to do so in 1956 and in the
years ahead if the Government continues to maintain
and make effective the policy of preventing excessive
oil imports and insuring unregulated competition in the
finding, developing and producing of the nation's petro¬
leum resources. '. y.-'-v ■ >- /•••

EDWARD M. GAILLARD

President, The Union & New Haven Trust Company,
New Haven, Conn.

As one of the main functions of commercial banks is
to serve the financial needs of individuals and corpora¬
tions, especially to supply them with loans to finance
their requirements, the state of general business at any
given time has an important effect
upon the activity and prosperity of
such banks. Commercial banks de¬
rive their chief income from interest
on loans and investments. When

business activity increases, the de¬
mand for loans increases and money
rates rise. After a moderate dip in
Jate 1953 and the first half of 1954,
business activity started up again
about mid-1954 and has continued
at an accelerated pace up to the pres¬
ent time. As a result, 1955 has been
a period of rising interest rates stem¬
ming from the unusually strong de¬
mand for loans and Federal Reserve

policy of keeping credit tight to re¬
sist inflationary pressures in the
economy. So long as this boom continues, the demand
for credit and capital will be great and money rates will
remain tight.
The business boom has now reached record levels in

almost all lines, and while business activity continues
upward, the rate of acceleration is currently at a slower
pace than prevailed in the first half of last year. It
would appear that the boom cannot continue indefinitely
at the rapid pace set during 1955 and, indeed, this is just
as well, for it has been sparked to a large degree by an
increase in personal borrowing, some features of which
are not sound. The Federal Reserve authorities with the
cooperation of the Treasury have already applied the
brakes to a considerable extent to prevent the boom from
getting out of hand and to restrain inflationary forces.
While business will undoubtedly continue at a high rate
of activity well into 1956, there is reason to believe that
this activity will level off some time during the first half
"of that year. When this happens, the Reserve authorities
will ease their policy of restraint to keep the economy
on an even keel and to prevent a downturn in business.
In this event, the policies they will adopt will tend to
ease money rates.

Therefore, while it is impossible to predict the timing,
I would expect the demand for money to continue strong,
with interest rates about at present high levels, possibly
slightly higher, during the first half of 1958. At about
midyear I would look for some tendency of business ac¬
tivity to drop off, accompanied by a change in policy by
the authorities to ease money rates. Our economy is
basically sound and bolstered by long-range plans for
large capital expenditures by private corporations, huge
outlays by states and municipalities for roads, schools
and other public works, together with the prospect for
some increase in defense expenditures and foreign grants.
I would expect, therefore, that any decline in business
activity would be moderate. However, the demand for
business loans will, in all probability, show some decline
with an accompanying softening of interest rates. Under
these circumstances, bond prices would rise, offering
banks the opportunity to take capital gains on securities
acquired this year when bond prices were low.

Edward M. Gaillard

Willis Gale

I expect operating income of banks to be somewhat
higher for the first six months of 1956 than for the cor¬

responding period of 1955, and I think that the reverse
will be true for the second six months. On the other
hand, I expect that expenses will show a sharp increase
during the entire year, mainly as a result of higher
wages and salaries, with the result that net operating
income of the average commercial bank for the calendar
year 1956, as a whole, will be somewhat less than that
of 1955. Profits from the sale of government securities
in the second half of 1956 may well offset this difference
so that the amount added to undivided profits should
be comparable in the two years.

WILLIS GALE

Chairman, Commonwealth Edison Company

Nineteen Hundred and Fifty-five was a good year for
Commonwealth Edison Company.
While final figures are not yet available, it appears

that our kilowatthour sales of electricity for the year
will be at least 10% above 1954. This
is accounted for by a resurge in our
sales to industrial customers coupled

y,with continuing steady increases, in
-v our sales to residential, rural and
commercial customers.

We added at least 48,000 new cus¬
tomers in 1955 compared with 44,777
in 1954. The bulk of these were resi¬
dential.
What about 1956?

Many indicators point to the fact
that our business will not only con¬
tinue to be good but will be better
than in 1955. '

The use of electricity cannot help
but grow with our population gain,

y Since people use electricity, more

people will use more electricity. Further, we can expect
increased use of electricity by our existing customers.
Our industries are becoming more and more mech¬

anized.

Competition is forcing air conditioning and modern
lighting into more and more stores and offices.

More and more electricity is being used for a variety
of new appliances in the home and on the farm. Resi¬
dential air conditioning is really catching on. Electric
cooking and clothes drying are in greater demand all
the time. Proof of the recent rapid increase in home air
conditioning is evidenced by the fact that we experienced
a peak load of 3,359,000 kilowatts last summer. This was

75,000 kilowatts above our peak load of the previous
winter. We expect a duplication of this trend in 1956
with even higher peaks. • V.
Electric output seems to be a good barometer of busi¬

ness generally. On the basis of today's electric output
by Commonwealth Edison, we can see nothing but a high
level of business activity in 1956.

B. C. GAMBLE

President and Chairman, Gamble-Skogmo, Inc.

It is readily apparent that the business pace set in. the
fourth quarter of 1955 is being maintained, and every
indication is that we should continue at this high level
of activity at least through the first two quarters of this
year. Gross National Product will
come very close to reaching the $400
billion rate sometime in the early
part of the spring season.
In making any forecast, careful

consideration must be given to both
the plus and minus factors. On the
plus side, we should have a high rate
of employment, a high rate of con¬
sumer expenditures, and a high rate
of capital investment. These are

certainly strong factors in sustaining
our economy at about the present
level at least up and through the
spring season. Among the minus
factors, especially in our area, most
prominent would .be Farm Income
which has been steadily declining
over the past two years. There is no evidence that it
will improve in the early months of this year. This is a

particularly disturbing factor for retailers operating in
the farm areas. There has been a continuing increase
in the ratio of consumer debt to income which, while not
yet at a dangerous level, certainly is not likely to con¬
tinue. This could have an adverse effect on the sale of
durable goods, especially in the heavy appliance field.
Up to this point, there has been no important accumu¬

lation of inventory such as has occurred in previous
boom periods, and the likelihood that there may be some
further accumulation in the first six months would sug¬
gest an influence adding to the present high level of
activity. The fact that there is likely to be some price
increases during the early months of this year could
set the stage for a faster rate of inventory accumulation
than has existed up to this point. It would be unfortu¬
nate if businessmen permitted these price increases to
create an unhealthy inventory situation that always
proves costly in a period of downward adjustment.
The likelihood of some decline in automobile produc¬

tion as compared to last year should certainly be con¬
sidered a negative factor, although some part of this
decline should be offset by a continued high level of
capital expenditure. It would seem at this point that
there is a great possibility that we may reach the crest
of our boom sometime in the late spring season. Some
industries are presently operating at full capacity of
their plant facilities, which imposes a ceiling and will

B. C. Gamble

Paul S. Gerot

prevent any further rise in their activities for the
present. -

The net of these plus and minus factors would indicate
a probable rise of 5% increase in sales over last spring
with a tapering off of the high level of activity in the
summer months. It is hardly likely that we will level
off and form a plateau at the crest of the current boom.
Rather, there should be some modest drop in the activity
but not of any appreciable proportions. Any prediction
for a period beyond six months is very difficult because
of the many political and international factors that can¬
not be accurately forecast, particularly in an election
year.

PAUL S. GEROT

President, Pillsbury Mills, Inc.

I believe that the factors necessary for an expanding
food market will be present and continue to exert their
influence in 1956 as they have in 1955. These factors are
an expanding population; a sound economy; and an

increasing public awareness of the
importance of good nutrition.
Also contributing to the continued

expansion of the food, market will
be the : public's r demand for' new,
interesting and more convenient
foods; the acceleration of research
in food technology; and the applica¬
tion of new techniques in food pack¬
aging and distribution.
You can hear forecasts of popula¬

tion growth on all sides these days.
Currently we are increasing in this
country at the rate of 4,000 new and
hungry babies every day. Logically,
the food industry will continue to
expand with the market.
We have every indication that our

economy will remain basically sound during the coming
year. People have more money for selective spending
than ever before. Traditionally, this has meant that they
would pay for more built-in convenience in the foods
they buy.
Our public press and universities have done an excel¬

lent job of educating the American public to the im¬
portance of good nutrition. Along with this has gone a
continuing effort on the part of the food industry to in¬
crease the nutritional value of processed foods. This
effort has succeeded so well that Americans in 1956 will
enjoy the most nutritious diet in history.
Food products in 1956 will reflect innovation. The

American housewife wants the excitement of presenting
interesting and different meals to her family. This means
that the food industry will build excitement as well as
increased convenience into its new products.
I believe that the industry will spend more on re¬

search in 1956 than ever before. Much of this will be

spent on research to improve packaging and distribution.
To get the attention of the housewife and win her sup¬

port, advertising and marketing campaigns will have as
much innovation in them as the product being presented.

Finally, I predict that with so many food manufactur¬
ers developing so many new products, competition for
the housewife's dollar will reach a new level of intensity.
We: in this country, think that's healthy. In fact, it's the
underpinning of the great growth and progress we all
foresee.

A. PHILLIP GOLDSMITH

President, Julius Kayser & Co.

Sales of well-advertised, timely-promoted, and quality-
merchandised brand name women's hosiery have every

opportunity of increasing by 15-20% in 1956.
Our firm, now one of the largest U. S. manufacturers

of branded women's hosiery, believes, however, that
while aggressively promoted brand names will make
substantial progress, lesser quality lines will lose out
if they fail to make any real contribution to the industry
and continue aimlessly with the dealer. For, we are

convinced, more and more women are turning to the
purchase of stockings that are fashionable, wearable,
bearing brand names that can be trusted, and sold to
them as fashion accessories rather than on the basis
of a commodity at a "price" alone.
The Kayser hosiery lines, which include Kayser x Hole¬

proof—which we acquired in 1955, and Fruit of The
Loom Fine Nylons, will be more extensively adver¬
tised and merchandised than ever before . . . and we are

convinced that this is the trend that all brand name

manufacturers will have to follow in order to solidly
build for the future. - .;

In our opinion, the most salient problem faced by
manufacturers to increase profits in 1956 is a need to
better understand costs and price goods accordingly. Be¬
cause too little thought has been given to proper pricing
and adequate merchandising, too many manufacturers

simply let their mills run without considering how their

output can be properly sold at a profit. Such lack of

proper planning means that frequently the market has
an over-abundance of goods off-season, goods which can¬

not be properly promoted and sold. Result—neither the
maker nor the retailer really gains the most effective
results . . . volume without a profit to both.
Our own firm is attempting to constantly improve this

situation by better study of manufacturing controls, im¬
proved statistical record-keeping together with more

effective planning. This, plus smart and timely presen-
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tations through our staff of sales, experts to pre-sell
dealers—dealers who have come to see that our methods
serve to soften up their customers and make steady,
repeat buyers out of them.
From the retailer viewpoint, we believe the major

selling needs for 1956 are the development and promo¬
tion of merchandising ideas. This should precede any

emphasis on price. Retailers must become aware that
their real earnings will come from products that can be
effectively promoted, that will bring in customers again
and again, and that will provide a fair return for time
and eifort expended and valuable space utilized. Too
often, profit is judged by mark-up on the price lists
alone. Hosiery, if it's to have its right place in retail
selling picture must be judged on the basis of the cus¬
tomers it brings in for repeat sales, the turnover of sound
inventories, and the profits resulting therefrom.
Too many retailers believe price promotions are the

answer to more stocking volume. They may move doz¬
ens, but they don't create the profits or the customer
reception and confidence they are seeking. We believe
retailers should run hosiery promotions at least once a
month. Twice during the year, these projects should
assume the appearance and proportion of extravaganzas,
built around fashion and timely themes, seasonal themes,
packaging ideas.

~ All these steps would be designed to make hosiery-
buying exciting . . . to point up that stockings are tiie
essential fashion accessory, for every woman's wardrobe.
Where price cuts are employed by a dealer, we believe

there should be no compromise with quality. Such re-

;ductions should be limited simply to making them a
sampling technique to bring in customers and build a

following for a given brand rather than a straight vol¬
ume builder which actually produces little. If depart¬
ment stores, specialty stores and small retailers compete
with the price tool alone too often, they are merely
playing into the hands of super-markets, drug outlets
and premium sellers who have nothing to offer but price.
Such stores can also sell at prices lower than legitimate
stores which offer a range of service and wide assort¬
ments, to say nothing about dependability.
During 1956, we believe manufacturers must do an

even better job in furnishing ammunition retailers need
for effective hosiery promotion. Our own efforts will
concentrate on these primary aspects:

(a) Increased national advertising for each of our lines
—all linked to specific items and promotions.
(b) More dealer cooperation, both in advertising and

point-of-sale material, store merchandising, and service.
(c) Improved packaging to make hosiery more glamor¬

ous. Our packages will stress three pairs of stockings
instead of one and be designed to encourage buying of
hosiery for gifts at various seasons, for travel, parties,
etc.

.

We also believe in appealing to both men and women
in selling hosiery, since stockings are often bought as

gifts if made glamorous and exciting. One of our Christ¬
mas ad campaigns, for example, stressed "How to Be
Successful in One Easy Lesson." It showed a man, red
kiss planted on his cheek, after having presented Kayser
stockings in special gift boxes. Similar material was
used as a basic theme for window store displays.
Regarding competition, we feel that in 1956 it will be

more difficult and severe. This, however, poses a chal¬
lenge to brand hosiery makers to come up with imagina¬
tive ideas and products in a setting that will excite re¬
tailers and, in turn, help them attract consumers. Only
if this is effectively done will Mrs. Consumer part with
more of her dollars for our industry's articles.

Seamless: As soon as seamless production starts to pass

demand, we believe there will be a re-creation of the
full-fashioned situation. More demand for the seamless

product will have to be created . . . and manufacturers
will have to improve their quality and merchandising
machinery since too many inferior seamless stockings
are already showing themselves on the market. Cus¬
tomers will not take mediocre products simply to have
seamless stockings. It will take all of the selling ingenu¬
ity the industry can command to do the job right so
that again our friend the consumer will come around
to buy with confidence.
Full-Fashioned: Perhaps because manufacturing proc¬

esses for full-fashioned hosiery are far and away more

complex than seamless, many manufacturers (to keep
their organizations going) have produced without regard
to planned selling.
We believe it essential that the industry during 1956

should pull together and effect an over-all merchandis¬
ing and public relations program. This should stress the
advantages of full-fashioned stockings . ./. the inherent
sound quality of the product and its better fit qualities
. . . the attraction that thin seams have . . . how they
make slim and not-so-slim legs look lovelier . . . the fit
of the heels, the better comfort and wear in the foot,
the decorative tops, and other advantages exclusive with
full-fashioned stockings that provide glamour where
the girls most want it because the boys look for it there.
If these merits are stressed over and over again in

an over-all program by the industry and individual
manufacturers, and dealers because it will pay them to
do so, there can be good full-fashioned business for
everybody at a profit. Only in this way will the price
situation too be improved so that at each level, and we

carry it right back to the machinery manufacturer, there
will be an equitable distribution of the bettered profit
margin.
Stretch: While stretch stockings do give sheerness and

attractiveness on the wearer, they do not exhibit these
qualities on the selling counter and in the boxes. There
is promise held out for a bettering of the product both
for quality and appearance, ana in our opinion stretch

stockings will contribute about 25% of the total hosiery"
volume, that is, full-fashioned hosiery volume, in 1956.
Mergers: We believe that this will strengthen the posi¬

tion of progressive brand name producers when those
merged have come from a combination of strong firms,
each with specific advantages to offer. Simply grouping
together the weak and the lame who lack know-how
and merchandising vehicles would not necessarily give
them strength. It is not unlikely that some smaller mills
will find themselves in a precarious position because of
these mergers. The smaller more alert and resourceful

mills, however, will find a special niche for themselves
with the couturier houses to stress certain fashion aspects
and ideas generally that give them individuality and
personality. They may not be able to compete on a mass
basis but can on an exclusive basis if they plan for and
have the tools for such a program. . , . .

Summary
Branded hosiery manufacturers must take the leader¬

ship in the field. They must first create a better environ¬
ment for their product and cause it, through sound pub¬
lic relations work, to secure respectability that is its due.
Stockings can only be made on very expensive machin¬
ery installations that are likewise housed expensively
in meticulously weather-controlled buildings: considering
that the article is as extremely important as it is to a
female population that is on the increase, it occurs to
•us that such a need ought to come with better economics
for the elements that produce and market it. Manufac¬
turers, once again, must create the promotions that will
be useful to retailers to bring in good traffic and earn¬
ings to their stores.

There will always be sharp-shooting and competition
because of the very nature of our industry and industry
generally because of the comparative range in size be¬
tween enterprises and ambitions under the fine American
democratic system. There are managers of businesses who
are content to run them one way, with less gain, and
at the same time with no eye to building for the future.
Then, there are those who put the character of the struc¬
ture they are building ahead of the immediate gain ele¬
ments because they have it in their dreams to do it their
way, and they know that jobs well done and businesses
well built pay off soundly in the long run. The low and
no-profit nomad seller will find it tough to compete with
the manufacturers who prepared for today's competition
with an organization that knows the score, has up-to-
date machinery, with better-quality products and alert
merchandising.

JOE T. GRANT

President, First National Bank in Sioux City, Iowa

Sioux City is located in the heart
of a rich agricultural area and our

business prospects here are deter¬

mined to a great extent by the suc¬

cess of farm crops and cattle and
livestock prices. We were in a

drought area this year and crops
were very poor and with livestock
prices continuing to decline, the
outlook for this area during the
coming year is not too favorable. It
is our opinion that our own local
area may suffer a decline of from

J. T. Grant 5% to 6% in volume.

LEWIS GOTTLIEB

President, City National Bank of Baton Rouge, La.

The movement of industry, especially the petroleums
and chemicals, to the Gulf South has brought a period
of continuous economic expansion from which our area

has benefited greatly. The general boom times of the
national economy plus the industrial and population
growth in this vicinity sent records tumbling right and
left during 1955, so that most businessmen will be satis¬
fied if 1956 can be as good as the year just ended.

Fortunately, most signs indicate that the new year will
be good to the Baton Rouge area.

Standard Oil has already announced one $1 ^-million
addition, and Kaiser is to build a $60 million plant on

the Mississippi River midway between here and New
Orleans. Numerous other active industrial firms are

looking for locations in this vicinity. The national out¬
look for the major industries in our area is most favor¬
able. I am, therefore, optimistic in my outlook for 1956.
Although Baton Rouge is now primarily an industrial

city, we are affected by the conditions in the outlying
agricultural areas. Falling farm prices and bulging in¬
ventories are rapidly leading to a crisis that can have
an adverse, but probably not decisive, effect on the gen¬
eral trade of our area.

The banks of this area have prospered and should con¬

tinue to prosper with our general growth. But here, too,
the problem of the farmer must be considered, for the
banks dependent on farming and crop loans cannot look
to 1956 as hopefully as those in the industrial communi¬
ties.

It is not my intention to go into the general outlook
for banking earnings, interest rates, and other general
economic factors influencing bank operations and poli-

-

cies, but I feel that some note should be taken of the

possible impact of the new minimum wage law on bank

A. E. Grauer

costs. This law will affect most strongly the smaller
banks in the agricultural communities which unfortu¬

nately have been accustomed to obtaining clerical help
at salaries below the new dollar-an-hour scale.
In general, we have enjoyed several years of good

economic conditions, steady growth, rising incomes, and
increasing levels of business activity. Although our rate
of expansion may decline from the record-breaking
levels of 1955, I believe 1956 will see a continuation of
the growing economic well-being of our area.

A. E. GRAUER
President, British Columbia Electric Co., Ltd.

The year 1955 in British Columbia was one of exceed¬
ingly high levels in business activity and employment
and the prospects are very good that business will be
even better in 1956. Construction and capital expansion

• in the business sector of the economy
ri appear likely to surpass last year's

records, stimulated directly or indi¬
rectly by the great forest industry's
continuing drive to convert from a

saw-mill economy to one where the
keystone is integrated forest use and
sustained yield, and where the most
spectacular manifestation is heavy
investment in new pulp and paper
capacity. Pipelines, railroads and
transmission lines are being built to
open up new areas in response to
rapidly growing demands for natural
resource products. An expanding
population demands more roads,
schools, hospitals, bridges and other
expenditures of a social nature. Re¬

tail trade and secondary industry, reflecting the pros¬
perity of the basic industries, can look forward to a good
year in 1956.
Consumption of electricity in the B. C. Electric system

—a good barometer—in the past year increased 15% and
there are no signs of a change in trend. To meet this

situation, the B. C. Electric has budgeted for an expendi¬
ture of $75,000,000 in 1956.
- As far as the utility industry is concerned, the chief
problems likely to be encountered in 1956 will center

around possible scarcities of certain materials and pos¬
sible delays in deliveries of equipment.

LEONARD GREEN

President, Dr. Pepper Company

Final figures will not be available for another month

but most persons closely connected with the soft drink

industry feel that 1955 was the best year of the past
several. At our company, we believe strongly that 1955
set the pattern for 1956 and that this
new year will be a truly outstanding
one.

We believe this for several rea¬

sons, all based on facts we have be¬
fore us. First, there is a growing
trend among soft drink bottlers to
improve their profit margins on the
products they sell. The most sig¬
nificant price ad j ustment since
World War II are occurring in the
mid-Atlantic states, the heart of the
highest soft drink consumption in
the nation. Thus, as bottlers in¬
crease profits, they have more funds
to invest into the expansion of sales
through more advertising, more

promotions and better over-all pro¬
gramming. • -

Secondly, new packaging promises greater sales to the
vast home market. Sales of soft drinks through cartons
of six and 12 bottles now account for about one-half of

total industry volume. With all of the major companies

introducing new, bigger bottles in 1955, even more home
market sales are anticipated in 1956.

These new packages are merely new tools for our

industry. Soft drinks still must be sold on a product
basis. But we believe the new packages will make that

selling job easier. Our company alone has some 20
different types and sizes of containers, including bottles,
cans, cartons, cases, and vending machines. We believe
each of these packages has its place in our marketing

program because there is a need for each among indi¬
vidual consumers.

New developments in vending hold much promise.
Pre-mix vending equipment is likely to make its biggest
showing to date in 1956, and present vending equipment
is being improved constantly.
Our industry has made much progress in the past few

years. It still has a long way to go for we believe that
soft drinks are one of America's most under-merchan¬

dised, impulse products. People average drinking about
one soft drink every other day in this country. We know
that could be doubled easily and if we merchandise
our products properly, people could enjoy drinking two
or three each day—six times as many soft drinks as now.

We expect to move closer to that goal in 1956.

Continued on page 42

Leonard Green
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William L. Gregory

Continued from page 41

WILLIAM L. GREGORY

f President, Easton-Taylor Trust Co., St. Louis, Mo.
We are just finishing the longest boom period in the

history of the country which, of course, has been due
largely to inflation and the backed-up demand for gooes
caused by recent wars. Contrary to expectations of a

few years ago, we have also had an
unusual increase in population.
Inflationary dangers have been

augmented by deficit financing and
by efforts of the government to main¬
tain what it calls prosperity. The
government has powerful tools in
monetary management and fiscal
policy to continue a boom beyond
the time where it normally would
have been terminated by natural
forces. Despite the desirable objec¬
tives of maintaining high levels of
employment and business, it is my

opinion that the government cannot
indefinitely restrain natural eco¬
nomic forces particularly with abuses
in credit such as we have observed

in consumer financing and in financing real estate devel¬
opments. Pressure on the money supply is quite obvious
at this point. Further inflation would add to the dangers,
which is apparently recognized by our monetary man¬
agers. /'. \ -C -' ... }v' ':/. .. ^ ■
In view of these facts I believe 1956 will be a prosper¬

ous year for banks but that they should use all possible
efforts to restrain their customers from overoptimism,
unreasonable investments in fixed assets, and general
increase in debt. With the tightening of the money mar¬
kets, banks will receive higher rates of interest for both
investments and loans,! and they should consider this a

warning to maintain a proper balance in both investment
; nd lending policies against some possible readjustments
in the entire economy. - .

F. S. HALES

President, Nickel Plate Road (New York, Chicago and
St. Louis Railroad Co.)

The railroads expect the current high rate of business
r-.ctivity to extend well into 1956 in view of the continu¬
ing demand for consumer products and the constant
production of new kinds of consumer items.

In the past year the automobile,
steel and construction industries
spurred production which exceeded

original predictions. Any change in
the rates of activity in these in¬
dustries will have an effect upon the
railroads' business, although new
products should help sustain output.
Contributing to the 1955 record

Gross National Product was the full-
scale output of new automobile
models late in the year after a short¬
ened changeover period. Automobile
manufacturers estimate that the in¬

dustry may not equal in 1956 the
sales record of the past year. Never¬
theless, the industry is proceeding
with plans for plant expansions, and

tills program should, in part, offset a possible decline
y\ home building. The automobile production rate will
determine to some extent the demand for steel, but at
the year's end steel output, although near theoretical
capacity, failed to keep up with orders.
As a result of the consumer buying wave, consumer

credit has reached an all-time high. The rise in credit
?nd recent lower prices for some farm-products may be
regarded as caution signals in the economy, but predic-
11on's for even greater employment and production in
1956 temper concern over these conditions. ■ >. -

The expanding economy has created a need for addi¬
tional rail equipment to meet transportation"require¬
ments. In 1955, the Nickel Plate Road received or placed
orders for new locomotives and freight cars which cost
r pproximately $17,000,000. Received during the year
were 150 50-ton all steel box cars and 32 diesel-electric
road switching locomotives of 1,750 horsepower. Orders
were placed for 500 additional 50-ton all steel box cars,
90 diesel locomotives of 1,750 horsepower and five diesel
locomotives of 1,800 horsepower. This equipment will
]re delivered in 1956. The Nickel Plate also expects to
build 100 flat cars in its Ironville, Ohio, shops during
1956, provided steel is available.
The Nickel Plate has, moreover, undertaken the design

of special cars to meet specific requirements of some

rriippers. Under this program, the road developed a car
i.or easy loading and safe handling of steel coils, and
Uuother car for the transportation of forgings in wire
baskets which can be loaded or unloaded quickly by
lurk-lift truck. Trailer-on-flat-ear, or piggy-back, serv¬
ice was expanded to provide convenient, door-to-door
Handling of freight to an increasing number of cities.

These services have helped the Nickel Plate to meet
competition in the transportation industry. The Nickel
Piate and other railroads could further improve service
to the public if freer competition prevailed among the
various forms of transportation.
A Presidential Cabinet Committee has recommended

/ii.eater competitive freedom within the transportation
industry in the belief that it would benefit the publicand the economy by producing lower transportation
costs. It is hoped legislation to implement the recom¬
mendations contained in the report of the Cabinet Com¬
mittee will be passed by the Congress in 1956.

Felix S. Hales

Charles W. Hall

CHARLES W. HALL ,

- President, The Oneida National Bank & Trust Co. *

of Utica, N. Y. >■'-

Reporting from Utica, N. Y., an industrial community
located in the heart of New York State, the business of
banking is one in which you are privileged to come in
contact with business in general and makes it possible
for you to measure the economic tone
of business within the area that you
are serving.
Our banking institution is serving

both industry and agriculture. As we
look ahead into 1956, industry in this
area is planning a year of good vol¬
ume and steady employment. There
is some question as to what the year
will bring from profits as raw ma¬

terials and cost of production has in¬
creased during the past several
months and, therefore, in 1956 prof¬
its are not expected to be any

greater than in 1955.
Commercial building and home

construction have been at high level
and will continue as such. All of the
available skilled labor is having full employment and
the expectancy for 1956 is that there will be a shortage
of men to meet the needs of these contractors.
This area is in the heart of a great agricultural sec¬

tion of New York State and it is the hope of the people
looking to this part of our economy that some way will
be found in 1956 to increase the raie to the farmer for
the result of his labor. This is a national problem and
one that is giving our governmental leaders much
concern.

,

The high level of industrial employment and produc¬
tion is making for very staple retail sales. The excellent
wage levels have given confidence to the people, and
cash sales and instalment buying have been divided for
favorable balance. Instalment credit is in excellent con¬
dition and 1956 gives expectation of a year for general
good business in this1 area.

W. S. HALLANAN

President, Plymouth Oil Co.

At the beginning of the new year it is painfully obvi¬
ous that there is nothing wrong with the domestic oil
industry that an increase in the price of crude will not
cure. From the standpoint of demands and production,

1956 promises to be another banner
year for the industry. So far as

reserves, productive capacity and.
facilities are concerned, the industry
can meet the expected increase in
demand without strain. However, it
can do so, only at very real peril to
the reserve and supply picture of the
future unless there is a realistic ad¬

justment of the price of crude.
The harsh economic reality is that

in meeting the record demand for
petroleum products through the post¬
war years, the domestic industry has
sold goods off the shelves at a price
far below replacement costs. The
industry cannot blind itself to the
fact that a large portion of the cur¬

rent crude production comes from fields that were dis¬
covered and developed some ten to thirty years ago,
when finding costs were in many cases only one-tenth
of those prevailing today. As a consequence, the "profits"
shown by purely domestic companies in recent years has
been of the bookkeeping nature and are dangerously
deceptive.
Industry cannot continue indefinitely- to maintain

adequate resources and productive capacity unless the
prices of its products bear some reasonable relationship
to replacement costs. Without such price adjustment,
the industry's ability to maintain adequate reserves for
productive capacity to meet the projected demands for
the next decade will be seriously imperiled.

K. B. HATCH

• President, Fire Association of Philadelphia . , ■ ■

As we look forward to 1956 in the property and casu¬

alty insurance business, there are several significant
developments on which comment might be made:

First, with the exception of the windstorm business,
the rate levels in other major classes
trended downward during most of
1955—and there is every indication
that this will continue into 1956 if
the present experience pattern con¬
tinues. .i.

Second, competition on personal
lines, such ts insurance on homes,
automobiles, personal property, and
personal liability became increas¬
ingly intense in i955, with the result
that the cost of acquiring such busi¬
ness increased materially. The full
effect of this increase will not be
felt until 1956 but it is obvious that
the industry in general will reflect
an increased expense ratio due to
this trend. -

Third, the problems arising out of the automobile busi¬
ness continue to be of major concern to the industry. The
question of payment for loss to persons and property
resulting from uninsured motorists has become not only
an insurance problem but a political one as well in many
jurisdictions. In addition, the increased participation of

W. S. Hallanan

K. B. Hatch

the direct writer and the specialty companies in this
important division of the insurance business has called
for a reappraisal by agency companies of their | tradi¬
tional method of operation. The need for agency com¬
panies to more vigorously merchandise their wares is
increasingly evident. / . ,

With respect to the investment side of the business,
1955 was an excellent year and there is every reason to
believe that 1956 will again be a satisfactory year from
this standpoint. The Fire Association Group enjoyed
the highest investment income in its history in the year
1955.
With respect to companies in the Fire Association

Group, 1955 was marked as a year in which there was

intense activity to obtain a larger share of the Home¬
owners business and to increase cur participation in the
business in areas (principally rural and small communi¬
ties) in which, traditionally, we have r.ot enjoyed a

large portfolio of business. This latter development is
a continuing one, which arises out of a program insti¬
tuted several years ago for the purpose of spreading cur
business on a broader geographical basis with a more
balanced classification.
As we enter 1956, we find the industry in the throes

cf intense competition which we, in Fire Association,
feel fully prepared to meet. Our financial position is
the soundest in the history of the organization and we
enter the New Year with optimism and enthusiasm.

I. J. HARVEY, JR.
President, The Flintkote Company

The high rate cf industrial activity and the increased
interest of the American public in
their homes should result in sub¬
stantial business for the construction

industry in 1956, particularly since
there are indications that mortgage
financing may become more readily
available. This industry, in common
with the consumer goods industries,
must also anticipate the impact cf
new family formations which may
be reasonably expected as we ap¬
proach the end of the decade and
this factor will be given weight in
our merchandising and manufactur¬
ing plans. ''... ■ . • . '■ • ■

The recent emphasis on new con¬

struction has tended to increase the

backlog of potential modernization
and repair work for which our company's products enjoy
a wide market. ' '

I. J. Harvey, Jr.

HAROLD H. HELM

Chairman, Chemical Corn Exchange Bank, N. Y. City
The most economic barometers suggest another year

cf prosperity for American business in 1956. Large capi¬
tal expenditures have been budgeted by many industries,

including steel and aluminum com¬

panies, public utilities, chemical
manufacturers and airlines, a heavy
volume of highway construction and
commercial- building is scheduled.
The long-term outlook for banking

is one of greater opportunities. An
increasing need for bank credit is
Gbvious. The lending of funds prom¬
ises to be more remunerative than
has been the case for the last twenty
years. While interest rates have ad¬

vanced, the cost of borrowing
money has increased less thart have
other business costs.
The Administration in Washington

Harold H. Helm deserves praise for the healthy state
of the nation's economy. Determina¬

tion to halt inflation and arrest the rise in living costs
has proved effective through the practice of sound fiscal
policies by the Treasury and good monetary and credit
policies by the Federal Reserve Board. It is essential
that these policies be continued if American trade and

industry are to maintain their dynamic growth.

WILLIAM A. HEWITT

Fresident, Deere & Company

For the farm machinery industry the long range
outlook is good; the outlook for 1956 is as good or
better than for 1955 in spite of the haze surrounding
some especially interesting and confusing problems.
Most important in the outlook is

the current high level of competition
among manufacturers in the devel¬
opment of higher powered tractors
and more efficient and easier han¬

dling farm machinery. No period in
the whole history of the industry
has seen such a high rate of devel¬
opment. This fast pace of machine
development to aid farmers in cut¬

ting their costs will continue in 1956.
Agriculture, as well as the farm

machinery industry, has been in¬
creasingly competitive in recent
years. The forces of competition,
together with the artificial and
natural forces characteristic of the

agricultural industry, have resulted
in lower prices for most farm products and have made

it mandatory for every farmer to reduce his unit costs.

The only ways to do this are by purchasing and using
more efficient farm machinery, applying more and

William A. Hewitt
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better fertilizer and the employing of the best agricul¬
tural methods.

The competition of American industry for labor in
recent years has raised wages so high as to make the
hiring of help almost prohibitive for many American
farmers. Farmers, as a result, have substituted ma¬

chinery for labor since the prices of farm machinery
in terms of labor costs have declined nearly one-half
since 1940. Recent industrial wage increases indicate
that this trend will continue. The good farmer finds it

prudent, therefore, to buy new and more productive
farm machinery, even in the face of declining farm
prices if his yields can be increased proportionately.
To make their operations more efficient, the better

farmers are finding it advantageous to increase the sizes
of their farms. It is mainly through this practice that
the family farm will survive. In tne process the mar¬

ginal family farms will disappear. The resultant bidding
for acreage has increased the prices of farm lands in re¬

cent years, and creation of larger farm units increases
the demand for new and more efficient farm machines.

The outlook for farm machinery sales in 1956 could "
be affected by the political warfare which will go on

during the year. A biennial psychological cycle related'-
to Congressional elections seems to be occurring in the
agricultural machinery market. In seeking ways to
obtain votes every two years, candidates for public
offices make their bids by telling the country how
badly off the farmers are. This occurred in 1954; thei
Korean situation masked it in 1952; and there were

signs of its occurring in 1950 before the Korean War.
It is true beyond question that prices received by
farmers have declined steadily for nearly five years,
but increased .yields and reduced costs per unit of
product have been important offsetting factors. It is
entirely possible, however, that the effects of the bien¬
nial bidding for votes may have such a strong negative
reaction that even the farmers who have the capacity
to buy may delay their purchases.
Cash receipts from farm marketings have also'declined

for four consecutive years, but other income to farmers
from nonagricultural sources (off-farm employment,
rentals, investments, royalties, etc., estimated to total
about $6 billion in 1955) has in part offset this decline.
As a result, the total cash income to farmers continues
at a high level, though down about 9% from the 1952
peak and 2% from 1954. These declines are small
compared with those based on the decline in net farm
income estimated by the U. S. Department of Agricul¬
ture and so frequently quoted. Good farmers, like good
businessmen, buy their equipment and other production
requirements out of their cash income and borrowing
capacity and not out, of their net income. Although
cash receipts from farm marketings are expected to
decline slightly again in 1956, other income to farmers
will probably increase.

On a per capita basis, income to farmers is likely to
be close to 1955 levels or higher. Good farmers will
continue to buy what they need to maintain their capital
and competitive positions. —

Early indications reveal that the new year is getting
off to a good start. Inventories appear to be in good

balance, although there are signs that the recent in¬
troduction of new tractor models by some manufacturers

may have temporarily resulted in excess stocks. If an

effort to clear these stocks by sharp price cutting should

develop, an almost complete cessation of sales of farm

machinery to farmers might follow.
All factors considered, 1956 has the prospects of being

another good year for the farm machinery industry.

JOHN E. HEYKE, Jr.

President, The Brooklyn Union Gas Company

The gas industry today represents one of the most

startling changes in American enterprise. In just a few
years the complexion of the industry has shifted so

smoothly and efficiently that to the majority of the
nation's gas customers, it has barely
been noticeable. And what makes
this shift especially outstanding is
that it is centered about the activi¬
ties of the local gas utilities, busi¬
nesses whose distribution networks

probably make them the most per¬
manently planted companies in the
country.
Any discussion of the gas business

naturally centers around natural gas,
the prime mover in this changing in¬
dustry. Natural gas has been poured
into the iron veins of gas companies
in almost every section of the coun¬

try. Only the Pacific Northwest has
not felt the effect of this natural
resource and transmission lines are

inching their way into that territory right now. Close
to 3,000 miles of transmission line were completed in
1955 and another 1,500 miles were being built at the end
of the year. The vast majority of the nation's 29,000,000
gas customers have been affected by the industry's new
ability to distribute natural gas without being aware
that great changes had been made.
But only the ultimate customer has been relatively

unconcerned with what has taken place. He has bene¬

fited in most cases by being able to heat his home with

John E. Heyke, Jr.

gas at extremely attractive rates. But every segment of
the industry has felt the change far more dramatically.
The oil and gas producers have found vast markets

for what was once a useless by-product of oil production.
As a result each year they have located proved recover¬
able reserves which have more than offset the tremen-. .

dous growth in consumption.
The transmission pipeline companies were virtually

unheard of only a few years ago. Now, they are popular
investments for stockholders and in many areas they are
participating side by side with the gas utilities in the
development of new markets for the gas produced thou¬
sands of miles away.

But probably the greatest change in the industry has
been with the local gas utility. In the past the gas com¬
pany was concerned with the manufacture of its product
and the sale and distribution of what it could produce
within its own franchised borders. Today these com¬
panies have become the sales arm of the entire industry
and many manufacturing plants have been all but dis¬
mantled or converted to the production of peak-use gas.
The gas utility has a stake in a nationwide industry

that it never had before. The local distributor depends
for its product on producers located a thousand or more

miles away, and on the pipelines which deliver the
wholesale product. , .

But producers and pipelines are also dependent upon
the local company because it is the sale of gas by the
distributor on which the entire industry depends for its
source of income. As the ultimate point of sale, the dis¬
tributing utility is now directly accountable for the
health of the industry. - ,

The sales efforts for 1955 have been indeed outstand¬

ing. New records were set in the number of gas cus¬

tomers, up 3.8% over 1954, and in the consumption of
gas, up 8.2% over the previous year. In Brooklyn Union's
territory where we have distributed natural gas since
1951, send-out last year was up almost 10% over the
year before. This meant increased sales for pipelines and
producers as well.

Although 1955 was a colder than normal year, most
of the added consumption was the direct result of sub¬
stantial load addition. New load added during 1955 by
Brooklyn Union, for example, exceeded the year before
by between 25 and 30% through the sale of all types of
gas appliances. This load growth was made possible be¬
cause of two rate reductions this year: one, a reduction
in residential rates of about 10% for house heating users,
and two, a reduction of about 19% in the rates for firm
off-peak sales. This latter rate change affected the sale''
of gas for summer water heating and spring and fall
fringe heating for apartment houses and for industrial
customers.

For gas companies to continue to sell increasing vol¬
umes of natural gas it is essential that the rates they
offer customers can continue to be stable. As salesmen
for the industry, the utilities can only make sales at
reasonably firm prices, and their ability to do so will
have its direct effect on all segments of the industry.
Although the natural gas producers may make inde¬
pendent sales direct to certain industries, these sales
are not large enough to support the producers and, of
course, they will not help the pipelines. Therefore, the
health of the gas business depends on growth at the
utility level, and this development of load is of mutual
benefit to distributors, pipeliners and gas producers alike.
What was once the manufacturing function of the gas

utility is now taken over to a large degree jointly by
pipeline companies and the gas producers. Brooklyn
Union and most other local gas companies are not in
favor of fixing the price producers charge any more than
they would have expected to be able to manufacture gas
at a set price indefinitely. Yet our local companies must
be able to purchase gas in a competitive market just as
we would be able to produce gas ourselves from other
fuels under competitive conditions.

Right now the two ends of the transmission pipelines
are involved in *an internal dispute. The natural gas
producers favor passage of legislation which we believe
would be harmful to our interests, to our customers and
to our ability to continue as the sales force of the indus¬
try. The Fulbright bill to amend the Natural Gas Act
would remove the producers from Federal control, but
would not provide for any adequate means to remove
the sting of escalation clauses designed to eliminate com¬

petition in the producing fields and to secure the highest
price the traffic would bear. The producers, on the other
hand, believe that continuation of Federal control for
any length of time whatsoever will stifle the exploration
for new sources of supply.

Fortunately, industry sales have been high enough
to help absorb'large increases in natural gas prices that
have already occurred. However, the industry must be
able to purchase natural gas under truly competitive
conditions in order to operate more than half a million
miles of pipeline profitably and continue to aggressively
merchandise for the health of the industry as a whole.

Our hope for 1956 is that the gas industry will con¬

tinue to expand at its present high level of sales. For
the industry, we are also seeking the defeat of the pres¬

ent Fulbright bill. But we also agree that if the harmful
escalation clauses were voided in existing and future

contracts between producers and pipelines, there would
be little need for Federal Power Commission regulation
of gas producers. Under such circumstances those of us

who are purchasers would know exactly what we were

buying over the life of a contract and could calculate
the economics accordingly.

Charles W. Hoff

F. M. HICKS i

President, Gulf, Mobile and Ohio Railroad Company

The railroad business, of course, depends on the
prosperity of the shipping public and we are not in posi¬
tion to accurately forecast the extent of this. Based on

current trends, however, we do not feel that 1956 is
going to be another 1953, but we do believe it will be as

good and possibly slightly better than 1955.
We are very much concerned with the effect that the

burdensome governmental award made in the latter part
of December to the non-operating brotherhoods will
have on net income for 1956. Unless we are permitted
by the Interstate Commerce Commission to increase our

rates immediately and at the same time cut our expense
of operation down further, then we face the possibility
of our net income for 1956 being reduced approximately
one-third.

,

.
, ■ *

CHARLES W. HOFF

President, Union Trust Company of Maryland, »

Baltimore, Md.

The year begins on an optimistic note. Not only are
the usual barometers favorable, but a feeling of con¬
fidence prevails in business circles. This momentum
does mean that the year ahead will be free of serious
problems. On the contrary there are
elements of uncertainty— including
the attitude which will exist be¬
tween labor and management, a
balanced budget, farm price, appro¬
priate inventories, control of infla¬
tionary or deflationary forces and
the ever-present and difficult ap¬

proach to an understanding cf the
Russian objectives.
The diversification in our local

manufacturing with emphasis on the
heavy industries gives relative sta¬
bility to the Baltimore economy as

compared with the more noticeable
fluctuations characteristic of special¬
ized centers. Many of our manu¬
facturing concerns are providing
plant additions for enlarged and more economical pro¬
duction, and our smaller businesses and retail establish¬
ments are benefiting proportionately from the overall
prosperity. Also, there is an increasing volume of for¬
eign trade passing through our port. However, we, like
many other cities, have the problem of traffic congestion
and transportation which will require careful planning
to prevent the decline of values in the downtown area.

The present strong demands for money offer no rea¬
son for reduction in interest rates, and banks generally
may expect the" continued profitable employment of
their funds.

Barring some disruption of the economy in the elec¬
tion year, and without any unfavorable foreign develop¬
ments, we should look to the months ahead with the

expectation of a wholesome and competitive business

period, but during which the general activity will pos¬

sibly level off rather than continue its accelerating pace.

DAN W. HOGAN, Sr.
Chairman, City National Bank and Trust Company,

Oklahoma City, Okla.

Oklahoma is one of the few states known as "the
Southwest." We have had our ups and downs in 1955.
Early rains which filled our lakes and ponds to over¬

flowing were followed by a drought which almost ruined
our wheat crop. Our state ranks

usually as the second largest wheat
producing state in the United States.
This great loss was largely offset
by the largest and best cotton crop

produced in 50 years. In the west
half of Oklahoma, which is a long
state east and west, there are many
thousands of acres of tillable land

underlayed by an abundance of pure
water. In recent years, many farmers
have taken advantage of this water
supply through an irrigation
sprinkler system with movable
aluminum pipes, using it for the
production of cotton, grain sorghums,
and peanuts. The output of these
crops this year was quite profitable

since the grain sorghums were used in trench silos as

well as for the grain for feeding of livestock and poultry.
The low prevailing prices for cattle and hogs and

higher prices for farm machinery and equipment has
been hard on the farming and ranching interest of this

agricultural and livestock state. However, as the year

closes we find that financial conditions are better than

one might expect under the circumstances.
Bank obligations have been met promptly, a reason¬

able standard of living has been maintained, and an

outstanding number of new automobiles has been pur¬

chased and largely paid for during the year.

Copious fall rains enabled farmers to put out a larger
winter wheat crop than the average, which so far is

up to a good stand with an estimated production of
wheat for 1956 of over 64 million bushels.

Continued, on page 44

Dan W. Hogan. Sr.
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Continued from page 43 -:

HOWARD HOLDERNESS

President, Jefferson Standard Life Insurance Company,
Greensboro, N. C.

With full employment at high wages, the prospects for
1956 appear excellent. The life insurance companies

and their field organizations are

concentrating on continuing to give
the agent the best training possible
so that he can furnish to his clients
the most intelligent program for
their personal and business life in¬
surance needs. .l\ ;; .

With the agent becoming con¬

stantly better qualified, it is my

opinion that the prospects for the
sale of life insurance are excellent

and, even with the large increase
of sales in 1955, a further increase
will be shown in 1956.
I believe that there is a good

chance of home construction deciin--

ing during 1956, but an increase in
public construction should offset this

to some degree. I also feel there will be a decrease in
automobiles being produced in 1956 as compared to 1955.
I feel, however, that the over-all prospects for the year
should be very good, particularly the first half.

J. M. IIOUGIILAND

President, Spur Distributing Co.

There seems to be little doubt that
the consumption of petroleum prod¬
ucts will increase during the year.
The profit for the retail dealer upon
gasoline will probably not follow the
upward trend of consumption. Com¬
petition in this branch increases in
intensity and as 1955 draws to a close
there are a number of large markets
which are very much disturbed. A
condition has developed and is prev¬
alent all over the continent, which
makes it possible for one filling sta¬
tion to create a price war which may
extend through populations of sev¬
eral hundred thousand. Despite the
outlook for disturbed markets, how¬
ever, the average profit doubtless
will be comparable to 1955. ,

B. G. HUNTINGTON

Chairman, The Huntington National Bank of

Columbus, Ohio
In Central Ohio, industry is run¬

ning at a high rate; unemployment
is low; and outlays planned for new

plant and equipment are high. In¬
ventories have been rising rapidly,
but probably will fall over the .year-

end. The price of steel scrap is up,

and the price of hogs is 1 down.

Industry is optimistic, and many

farmers pessimistic....

High industrial production, high
prices, and tremendous expansion in

b. g. Huntington the housing field all suggest caution.

J. G. IIUNGERFORD

President, National Trust Company Limited,
Toronto, Canada

The high level of business activity in Canada during
1955 should be reflected in Canadian trust companies'
statements when these appear in the early part of this
year. Assets under administration by trust companies,
which may be used as some measure i-
of public confidence and general
business conditions, will doubtless
reach record totals.

Present indications point to buoy¬
ant market conditions continuing
well into 1956. Political and eco¬

nomic factors outside this country
could cause fluctuations, but long-
term growth possibilities should still
be available in Canada. ;

If rising economic activity con¬
tinues in the United States, this
should result in an increase in ex¬

ports, particularly of products from
Canadian mineral and forest indus¬
tries. This in turn will require in¬
creased capital expenditures in 1956
to meet these additional demands and to find new
sources of supply.

Foreign investment in Canada is likely to continue its
upward trend, not only for direct investment in new

plants and new industries but in the purchase of equi¬
ties of existing companies engaged in Canada's basic
industries.

The practice of many United States companies in
establishing stock transfer facilities in Canada to meet
the growing needs of Canadian investors seems likely
to be further extended during 1956.

J. G. Hungerford

C. L. Huston, Jr.

CHARLES L. HUSTON, Jr.
President, Lukens Steel Company

Our nation has just completed its greatest year of
economic activity. More people were employed in 1955
to produce more goods and services than ever before in
American history. Likewise, the steel industry in 1955

set a new production high of over
116 million tons of steel ingots, or
some 30% more than 1954.
For 1956, the picture of the over¬

all economy and steel as a major part
of it looks bright. Three major fac¬
tors bolster the prediction, that the
steel industryv this year may well
equal or surpass its 1955 record year:

(1) The industry has substantial
backlogs of unfilled orders, due to
high demand all through 1955; y
(2) High-level production by ma¬

jor consuming industries will carry
forward; V
(3) These major consuming indus¬

tries will continue to rebuild their
inventories.

It is generally forecast within the industry that major
producers will operate at near capacity for the first six
months, and that in mpy areas new peaks of activity
will be attained. : ' • ■ . !.\i ;
The same industry forecasts predict at least a 7%

increase in the plate market where Lukens traditionally
has been one of the leaders. On this basis, Lukens lore-
sees an increase in business during 1956 over its more
than $79 million of net sales for 1955.
Lukens will continue to concentrate in the growth

industries that use its carbon, alloy and clad steel prod¬
uct. Among leading customers are the petroleum refin¬
ing, chemical, petro-chemical, electrical power, national
defense, food, pharmaceutical and atomic energy indus¬
tries.

As regards Lukens' 1956 outlook by major product
lines, demand for clad steels should be up as the petro¬
leum and process industries continue to expand. (A clad
p ate is produced by inseparably bonding a thin layer
of a more expensive alloy surface metal to a moderately
priced carbon steel backing plate.) A pick-up is ex¬

pected also in the markets for alloy steel, such as the
new T-l plate material which is demonstrating fine con-
construction qualities. An increase is foreseen in the use

of heavy carbon plates for the automobile industry's
press program, the freight car building program, and the
shipbuilding, construction and electrical equipment in¬
dustries.

. y •

Lukens looks back at 1955 as another year in a con¬

tinuing expansion program that has seen over $33 million
invested) in new facilities and improvements since 1945.
Recently completed additions, such as the new $10%
million alloy plate finishing facilities, have been running
satisfactorily and are expected to operate at a high rate
during the year. Plant expansions, as well as programs
of business diversification and new product development,
will be carried forward in 1956.
To Lukens, and to all the' steel industry, increased

business will demand increased steel-making capacity.
The industry is constantly expanding its capacity, as a
recent wave of expansion announcements will confirm.
Some 150 million ingot tons of capacity are foreseen by
I960—or 22 million over the present rated capacitv.
Much of the increased capacity will come through

enlargements of .present facilities and improvement of

productiop methods. The money for expansion generally
will come from three sources: (1) Retained earnings;
(2) New Equity capital; and (3) Borrowings.
Steel equities are gaining increased recognition in the

market place because of their improving earnings' record
and steel's solid, long-term outlook. However, steel
prices, depreciation charges and earnings must trend sub¬
stantially upward to attract and provide the capital for
the new plants and facilities that will enable the industry
to meet the nation's future steel needs.

CURTIS M. HUTCIIINS
President and Chairman, Bangor and

Aroostook Railroad Company
Because the traffic pattern of the Bangor and Aroos¬

took differs so sharply from that of the railroad industry
in general, I am always a little reluctant to comment
on the industry's outlook. We originate 72% of our

tonnage and these originations fall
almost wholly into three categories
—paper, pulpwood and potatoes. A
high percentage of the tonnage re-

ceiyed is in petroleum products for
which the demand is relatively
stable.
It will be obvious from this that

the fluctuations in the output of
steel and of manufactured goods
have little effect on the freight reve¬
nues of the Bangor and Aroostook.
Hence while it is my personal

opinion that the first six months, at
least, of 1956 should be good ones
for the railroad industry as a whole,
I say with much more assurance that
I believe the entire year will be a

good one for the Bangor and Aroostook. To be sure,
this thinking is based in part on the hope and expecta¬
tion that we will get some relief, through increased
rates, from the heavy burden of added wage costs. In
our case they run to almost $500,000 which is a large
sum indeed for a railroad whose operating revenues for
1955 will run around $13 million.

Curtis M. Hutchins

C. C. Jarchow

However, we do go into 1956 with three factors in our
favor—we have no deferred maintenance of either road¬

way or equipment, our equipment is unusually complete
and largely new and we can reasonably anticipate in¬
creased tonnage over 1955 despite any downswings in

- the national economy.

CHARLES C. JARCHOW

President, American Steel Foundries

American Steel Foundries has been in the business
of producing steel castings and other heavy goods since
1902. Prior to the end of World War II, railroad products
made up more than 90% of its volume. Since that time

. the company entered the machine
tool and hydraulic machinery busi-'
ness. It also entered the precision
roller chain and sprocket field by

. acquiring Diamond Chain Company,
. Inc. and the field of coating and
wrapping steel pipe for the gas and
oil industries by acquiring Pipe Line
Service Corporation. About one-half
of net income in the fiscal year
ended Sept. 30, 1955 was attributable

, to this diversification program. - ■ '
The railroad products consist of

freight car trucks, freight car wheels,
:
freight and passenger car couplers,
braking equipment for freight and
passenger cars, and other component
parts for rolling stock. In the 1955
fiscal year, there were only 31,000 new freight cars deliv¬
ered to the railroads and, as a result, shipments of rail¬
road products were considerably below normal. In recent
months, the railroads have placed orders for a substantial
number of new freight cars. On Jan. 1, 1956, there was a
backlog of about 145,000 cars to be built. While the rate
at which these cars can be built will depend upon the
availability of steel, it would appear that 60,000 to 70,000
cars will be delivered to the railroads in 1958. This
anticipated increase over 1955 will have a very favorable
affect on sales. • ■ V

We forecast that the segments of our business that
are devoted to other than railroad products will continue
at a very satisfactory level. The picture for the machine
tool field for the future appears bright, the roller chain
and sprocket business will continue good as long as
the over-all economy continues at a satisfactory level,
and we expect that the business of Pipe Line Service
Corporation will continue to expand and g~ow in keep¬
ing with the many new gas and oil installations that
are contemplated. An increase of 25% to 35% in total
sales is anticipated. The over-all increase in sales will
favorably affect profits.
Last year we had total capital expenditures of approxi¬

mately $7,300,000, of which approximately $4,000,000 was
for the acquisition of the fixed property of Pipe Line
Service Corporation. Capital additions in our current
fiscal year could reach as high as $6,000,000.
As we now view forthcoming labor negotiations, we

know the demands will be large, but we cannot accu¬

rately forecast their size or the effect.

The diversification moves described above have pro¬
vided a degree of stability that did not exist when the
company's business was so dependent upon the volume
of purchases by railroads. Income from these diversifi¬
cation steps will undoubtedly be larger in 1956 than in
1955.

. .

; ,. ...

In summary we expect good volume and profits in
1956.

P. M. JARVIS

President, Swift & Company

More meat, increased consumer demand, and full meat
industry employment keynote the 1956 outlook for the
meat packing industry. . • •

In total, meat output in 1956 may reach or slightly
exceed 27 billion pounds as compared
to 26.8 billion pounds in 1955.
Population growth, however, will

. hold consumption per person to a

little under 160 pounds.
Livestock growers enter 1958 with

a generally plentiful supply of feed
grains and forage crops and with
prospects for somewhat lower feed
costs. However, this favorable factor
is offset to a greater or lesser degree
bv the very sharp drop in prices
which has taken place in the past
few months as a result of very

heavy marketings of livestock. There
is a good consumer demand for the
materially increased supply but at
sharply lower prices. In many cases
this has worked a severe hardship on producers.
The rather rapid expansion in our population and

improvement in the standard of living are encouraging
from a long-time standpoint to the livestock grower.

It is significant that consumers are demanding more
and more of the high protein foods. The livestock and
meat industry in 1956 will be better equipped than
ever before to meet these growing protein requirements
in consumer diets. More pounds of lean-trim pork are
in the offing for 1956, as well as more tender-grown
poultry. Somewhat fewer pounds of veal and lamb seem

probable, with beef supplies remaining at or about the
same level as in 1955.

Handling the expected 1956 volume of meat output
will require virtually full employment in the meat
packing industry. This in turn means suppliers, as well

Y. M. Jarvis
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J. B. Jessup

as rail and truck lines, can expect a continuing demandfor their products and services.
Emphasis on research is clearly indicated by competi¬tion and new demands from consumers. The trend

toward "convenience" foods requires a constant searchfor new and better methods of cutting, trimming, cook¬ing, and packaging of meats. 1956 will see the meat
packing industry exerting increased efforts in the direc¬
tion cf developing improvements in meat preparation,packaging, merchandising, and selling.

r J. B. JESSUP
President, Equitable Security Trust Company, r.

Wilmington, Del.
In 1955 the country as a whole made new all-time

records in Gross National Product, full employment and
disposable personal income. Delaware participated fullyin these results and exceeded the national average in

many respects. Delaware, while one
of the smallest States in the Union,
is the fourth fastest growing State.
New Castle County is said to be the
fastest growing county east of the
Mississippi. , ;iv
We share the composite opinion of

many economists and businessmen
that 1956 should be an excellent year
for the nation as a whole—perhaps
even slightly better than 1955. How¬
ever, there may well be a less rapid
rate of growth and a smaller net
gain in various important indices. It
is quite logical to expect seasonal
swings in the economy and some
contraction in automobile production

. . - and home building. Delaware's bank¬
ing structure, although composed of only 33 separate
banks, ranks third in the nation with respect to capital
funds as related to total liabilities. Delaware banks
ended the year with an all-time high in savings and
demand deposits and total capital funds.
Delaware shared in the increase in business and bank

mergers which was notable throughout the nation. The
effect of these mergers in our area has been beneficial,
particularly in respect to increased competition.
Bank loans in Delaware, as throughout the nation, are

at record levels and there is no apparent evidence here
of a slackening in the demand for loans in the near

future. The growth in consumer credit may not continue
at its recent pace, but a slackening in the rate of growth
would not be unwelcome. The quality of instalment
credit, as to cash equity and term of repayment, should
receive even closer attention,by the lending agencies,
if Federal regulation is to be avoided and if credit losses
are to be held to the present reasonable level.

In the Wilmington area the retail Christmas trade was

17% above 1954. The retail sales outlook for 1956 is

good in Delaware, with employment and payrolls at new
high levels.
The construction industry in this State should have an

even better year than 1955. The volume of industrial,
utility, school and highway construction should more
than offset an anticipated decline in home building.
Agriculture in Delaware fared somewhat better last

year than the national picture as a whole, in both gross
and net farm income. This relative position should con¬
tinue through 1956. The ability of the farmer to reduce
costs and improve his production efficiency may deter¬
mine the net income picture in 1956. Broiler production
in Delaware, an important part of our agriculture, does
not have too favorable an outlook this year; here in par¬
ticular cost control and efficient operation may well be
the key to 1956 results. , .

The strategic location of Delaware in relation to mass

markets, her record of stability, her simplified tax struc¬

ture, high per capita income and other favorable factors
make the 1956 outlook for business and banking in this
State a bright one. •

J. E. JONSSON

President, Texas Instruments, Incorporated

Our sales volume reached an all-time high of approxi¬

mately 528,500,000 in 1955, its 25th anniversary year, and
we expect to set a new record in 1956, with earnings
above the very satisfactory level of 1955. The programs
of the world's major oil producing
companies indicate that the trend to
foreign geophysical exploration for
petroleum will continue. The geo¬
physical exploration activities of
Texas Instruments, conducted
through Geophysical Service Inc.
and its world-wide affiliates, set a
new record in 1955, with most of the
increase accounted for by foreign
operations.
Effectiveness of skilled personnel

must be increased to explore these
large new areas. "Seismation"—the
application of automatic electronic
instruments and techniques to seis¬
mic exploration—will fill this need
to the benefit of both exploration
and instrumentation. Texas Instruments' geophysical in¬
struments are manufactured by subsidiary Houston
Technical Laboratories.
The trend to transistorization of electronic equipment,

now firmly established, will result both in increased

sales of semiconductor products and expanded activity
in commercial and airborne electronics systems design
and manufacture. In the electronics industry, 1955 will
go down as the year in which the long-heralded tran¬
sistor began to find widespread commercial application.
Semiconductor Products division sales—of which tran¬

sistors were the dominant factor—were up over 300% in
dollar value last year. Texas Instruments has firmly
established its nationwide lead in transistor development
and manufacture, with its germanium transistors being
used in the majority of the brands of transistorized ra¬
dios now in production. At year-end, for the second
"straight year, it remained the exclusive commercial
source for high temperature silicon transistors.
Sales were up in most Texas Instruments divisions in

the year just past, and I can see no reason why this
trend will not continue. Contracts already on hand
promise another high level year for our Apparatus divi¬
sion, where military electronics equipment is manufac¬
tured, and this should also be reflected in the sales of
our Components division.

Current military backlog is some $14,000,000, about
the same amount as last year at this time. The Compo¬
nents division, which manufactures the basic "building
blocks'' for electronics systems, will be operating from
a broadened base for all of 1956, since it is now in pro¬
duction on carbon deposited precision resistors.
With all foreseeable factors operating in a positive

direction, we forecast a very successful—perhaps record-
breaking year in 1956 for the electronics and geophysics
industries and Texas Instruments.''

E. FRED JOHNSON

President, The Fourth National Bank of Tulsa, Okla.
; — Viewing the future from the all-

-time -high economic levels we have
attained in 1955, we can certainlv
have every reason to look forward
-to another successful end prosperous
12 months in 1956. Regardless of
whether the new year will establish
still higher records for business and

industry—and, after all, in any eco¬
nomic climb we must eventually
reach a leveling o'f plateau—we can
turn into 1956 with the firm assur¬

ance that the nation in general, can
continue to prosper and that the
American people can, as they have
in the immediate past years, main¬
tain their standard of living at a peak
the world has never before known.

E. Fred Johnson

o. m. jo«geason

Frank R. S. Kaplan

J. E. Jonsson

O. M. JORGENSON

President, Security Trust & Savings Bank,
Billings, Mont.

The stock market is saying "All's well with the econ¬

omy for 1956—at least for the first half." Reports seem
to be almost unanimous in predicting another banner
year for business. And there seem to be plenty of facts
to back up these predictions. Al¬
though there has been very little
increase in Government spending in
1955, yet the Government commit-"
ments for 1956 are still substantial "
and cannot help providing stimulus
to business. Again, in 1956 more than
a million housing units will be built.
Industrial construction will continue
high. There seems to be a large de¬
mand for plant equipment, new
plants, and plant expansion. There
may not be the auto output in 1956
such as 1955, but the figures will be
high. Steel operations should con¬
tinue at present levels. High employ¬
ment will permit consumer buying
as will continued liberal dividend
payments, pension payments, unemployment compensa¬
tion and relief checks.

The unfavorable factor in our economy is the agricul¬
tural situation. Farm income took another decline in

1955, with farm expenses increasing. The present farm
output is more than the present market will absorb. The
trend will be lower in 1956 but probably not as much of
a drop as in 1955. But the fact remains there is a good
demand for farm products, what with good wages and
high employment. The surplus is the enigma—due to
improved farming methods and mechanization among
other things. Congress will attempt to find a solution
and will do something about it—whether the solution
will be a satisfactory one remains to be seen. It faces
a most difficult problem. I
The cold war will continue. 1956 will not see a shoot¬

ing war. Russia appears to have gained advantages in
1955. Perhaps Russia has promised more than she can

deliver. We'll have to wait and see. It does create a

disturbing element in our economy because a flare-up
could take place any time, in the Near East or Korea,
for instance.

Out here in Montana we have been enjoying generally
good conditions. Agriculture plays a big part in our

economy,'so we have felt the drop in farm income. But
this has been offset to some extent by the oil industry.
Exploration and drilling continues and substantial sums
of money will be spent in 1956. Oil production has in¬

creased and pipe lines have been built, carrying crude
to the refineries and oil. products to important centers.
Some uranium strikes have been reported. Moisture
conditions over the state are reported favorable, so we
are hoping for an abundance of grass for grazing. Pros¬
pects for winter wheat are not as good as last year.
So for 1956, more of the same—our economy still in

high gear and with continued high prices. Inflation can
be a threat. This is a good time to balance the Federal
Budget and that is a possibility. A note of caution should
be thrown in for good measure lest we let our economy
get out of bounds; and it is a good idea to be cautious
when everyone is so optimistic.
Yes, 1956 can be a great year, with high prices, high

wages, high production and—high taxes.^ •

FRANK R. S. KAPLAN

Chairman, Copperweld Steel Company
In 1955, Copperweld Steel Company's sales increased

57% over 1954, with earnings before income taxes over
four times that of the previous year. Copperweld faces
1956 in the strongest financial position in its history.
Because of improved earnings, the
dividend on common stock was in¬
creased ,to 50 cents per share for both
the third and fourth quarters.
The increase in sales made 1955

the second highest sales-volume year
in Copperweld's history, and might
have established a new sales record
had the worldwide copper shortage
not forced a temporary shutdown of
the Wire and Cable Division plant
at Glassport, Pa.
A $12,000,000 modernization and

expansion program is scheduled for
completion in 1957. Launched in Oc¬

tober, it will increase capacity, im-
"

prove quality and broaden the range
of products at each of the main

manufacturing divisions. Dollarwise, sales increases were
realized by the Wire and Cable Division even though
operations were curtailed due to the scarcity of copper.'

Expansion in the telephone, power and railroad indus¬
tries has created an increased demand for Copperweld
wire, strand and rods. Metallurgical research has re¬
sulted in a new high-strength No. 14 Copperweld twin
conductor to replace open line iron wire in the telephone
field. This plastic-covered wire offers construction econ¬

omies as well as long life, high breaking strength and
good conductivity.
Well over $1,000,000 will be spent for improvements

at Glassport. Longer continuous lengths of rods and
wire will be produced as a result of changes and addi¬
tions to the rolling mill equipment. The projects also

.. include a water recovery system, now nearing comple¬
tion. The water, for cooling the rolling-mill and heat¬
ing equipment, hitherto discharged into the Mononga-
hela River, will be treated for recirculation and valuable
copper recovered. Pennsylvania's clean stream laws will
receive some very effective support by this measure."
At the Steel Division, production was accelerated by

new testing procedures introduced in 1955. X-ray meth¬
ods are now employed in checking aPoy and carbon steel
to which lead is added. Shipments of Cooperweld leaded
steels have more than tripled during 1955. The inclusion
of lead in steels improves machinability, permits faster
speeds and feeds, provides a finer finish and increases
tool life.

;
The greater portion of the company's exnansion dol¬

lars will go to this division to improve melting facilities
and increase melting capacity to 660,000 tons per year.
Additions will also be made to rolling and finishing
facilities with the aim of broadening the range of prod¬
ucts and increasing volume by about 40%.
In seamless steel tubing products, numerous new sizes

were set up in production runs of the new Assel Mill
at the Ohio Seamless Tube Division, resulting in new
monthly production records.

*

A still greater range in sizes and products will result
from the appropriation earmarked for this Division. The

program will provide auxiliary equipment at the Shelby
plant which, in 1955, also established a new record in

safety.
For the Flexo Fine Wire Division, 1955 was another

year of advances in the Electronic Age—and thus of
continued demand for large quantities of both Copper¬
weld and copper fine wire essential to so many electronic
and electrical applications. Further advances are indi¬

cated during the coming year, requiring increased quan¬

tities of the specialties of this division.

Copperweld materials, in fact, are in strong demand
all over the world. In 1955, copper-covered steel wire
and other products were shipped to more than 50 coun¬

tries by the Copperweld Steel International Company.
Licensed fabricators in 16 countries convert, basic Cop¬
perweld products into finished form for use by the rail¬
roads, telecommunication companies and power systems.
More than 50 foreign representatives maintain Copper-
weld's prestige abroad.
All factors considered, I feel that cur 1955 record,

ccupled with the growth requirements of the industries
we serve, provide a strong and favorable forecast of
Copperweld Steel Company's continued econcmic health.

Ccnt'.nued on page 46
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H. Kellogg, Jr.

Continued from page 45

i HOWARD KELLOGG, Jr.
President, Spencer Kellogg and Sons, Inc.

After three years of profitless operations the soybean
processing industry seems to be emerging from the
throes of overexpansion. Beginning with the current
crop season in October the supply of soybeans has been

adequate for every need. Processors
operating at virtual capacity dur¬
ing October, November, and Decem¬
ber have experienced sufficient de¬
mand for the end products to remove
the problem of inventory accumula¬
tion. However, there is a rather deli¬
cate balance between the potential
crushing capacity and the demand
for soybean oil and soybean oil
meal which has had the tendency of
holding the profit to a minimum.
Increased usage of the products by
virtue of expanding population,
coupled with better feeding practices
to our livestock and poultry popula¬
tion, would indicate that perhaps
slightly better times are ahead.

Flaxseed crushing has been eminently satisfactory and
though many have predicted a decreasing usage of lin¬
seed oil over the years to come, nevertheless, I think
such predictions are premature. The United States De¬
partment of Agriculture is actually forecasting a 5% in¬
crease in the disappearance of linseed oil during the
current crop season. Even though linseed oil is losing
out to other substitutes in the paint field, use of the
latter has been restricted to a large extent to interior
paints. Further, in the all-important linoleum field lin¬
seed oil stands supreme.
Cottonseed crushing lacks Government support this

year, there being no program for Commodity Credit
Corporation purchase of the oil, meal, and linters.
Despite this, crop prices for end products have been

■ satisfactory. . . v" •' .."-"i'/"'T'
Although dissimilar in many characteristics, vegetable

oils are becoming more and more interchangeable. In
nearly every instance the co-products of meal can be

•

substituted one for the other. As a result the price of
one influences the other. The treatment of support prices
of flaxseed, soybeans, and so forth by Secretary Benson
has resulted in levels substantially below 90% of parity.
Such handling has been in the best interest of the coun¬
try as a whole. End product prices remain low as a
result, assuring maximum utilization of the oils and
meals. However, in their adjustment it is essential that
the proper relationship between flaxseed, soybeans, and

• so forth be maintained at all times in order to project
a more or less constant balance in the future. ,

'

Current crops are adequate in the case of flaxseed
and soybeans with an oversupply of cottonseed. Nine-

*

-teen hundred and fifty-six may see a downward adjust-
> ment in

t cottonseed by virtue of the huge surplus now
"

existing in cotton. At the same time soybeans and flax¬
seed acreage may be boosted by virtue of shifting away
from wheat and corn through Government controls.

*r , The farm picture, upon which the industry is so de-
; pendent not only for its raw materials but also for the
* sale of a large portion of its end product of meal for
; livestock and poultry feeding, is clouded. The purchas-
; ing power of the farmer after reaching an index of 320
(1910-1914^=100) in 1951 has been declining ever since
and in November stood at 225. An improvement is sug-

-

gested as new lows in several elements were made dur¬
ing the month and have since turned upward. Secretary

. Benson's forthcoming program should provide an added
fillup. Demand for other of our products by industries

- such as paint, linoleum, plywood, and food remains at
a high level following the pattern of the nation's pros¬

perity.

J. Cj KEPLINGER
President, Hercules Motors Corporation

^ Looking ahead to 1956, there are many encouraging
signs to support an optimistic forecast for business in
the New Year. However, one cannot completely ignore
the cautious warnings of those who apply the patterns

of past experience to current trends.
It is, of course, encouraging to

note the present spending and the
plans for additional spending by
business for new plant and equip¬
ment. This, coupled with the high
rate of employment and high per¬
sonal income, creates confidence
which is basic in sustaining the
present high level of business
activity. . ' ,

On the less optimistic side, there
is always the. threat of reduced
production in certain lines which
may not be completely offset by in¬
creased activity in others, and this
is something that must always be

. considered in any forecast of future
. business. Concerning our own operations in the internal
combustion engine field, including the manufacture of
aoth gasoline and diesel engines, our sales and output
have been increasing and there is every indication that

. this trend will continue in 1956, unless there should
develop a decided change in general business conditions.
The introduction of four new series of gasoline and

diesel engines and the investment of more than a mil¬
lion dollars in new and improved tooling is a part of
'.he Hercules program for increasing our volume. We

J. C. Keplingcr

anticipate that these facilities will be in operation,
shortly after the first of the year.
/ From available reports, it would appear that the
situation at Hercules is typical of the internal com¬
bustion engine industry in general.
In the many and varied fields of activities served by

the products of Hercules, there is the same high note of
optimism which is most reassuring to us as we enter
1956.

JOHN F. K1DDE

President, Walter Kidde & Company
Business and industry generally

should be at least moderately better
in 1956 than in 1955. Purchasing
power is high and there is wide¬
spread confidence in the outlook so
that spending should continue at a
high level. The advent of a Presi¬
dential election will assure that the
governmental moves will be slanted
toward encouragement of this situa¬
tion.

In our field we anticipate a higher
level of activity in 1956 because of
expanding research and development
as well as a concerted effort toward
broader markets for our present
regular products.

John F. Kidde

J. P. KILEY

John P. Kiley

President, Chicago, Milwaukee, St. Paul and
Pacific Railroad Company

Based on the current trend of freight traffic, I believe
the year 1956 will show a somewhat higher voluume and
that the increase will range from
3% to 5% above 1955.
Our improvement budget for the

year 1956 involves expenditures of
about $35,300,000, of which approxi¬
mately $24,150,000 will be for new
equipment and improvements to
existing equipment and $11,150,000
for improvements to roadway prop¬
erty.
Because of increases in wage rates

that have been granted our em¬

ployees during the year 1955, we
will be faced with higher operating
costs next year. H
It is our hope, however, that the

Interstate Commerce Commission
will act favorably on the petitions . • * \
to be filed by the railroads for an increase of 7% in
freight rates. > v

•' ' ■ *■• '
■ > '• '"•! •

II. F. KRIMENDAHL

President, Stokely-Van Camp, Inc.

The more sensitive weather vanes of the general econ¬
omy metv be expected in 1956 to reflect suddent short-
term swings. The 1955 reaction to President Eisenhower's
heart attack is an example of the type of swing which

rcizy occur several times during the
near future. Some obvious sources

of such movements during the next
year are: announcement of President
Eisenhower's decision as to his can-

dicacy; choice of candidates at na¬
tional conventions; granting of some
form of Federal tax relief;-election
outcomes. Such swings may be either
favorable or unfavorable, depending
on the nature of the triggering vent.
And of course the sources of such

economic swings may be from other
events, in the fields of defense
expenditure, international develop¬
ments, farm crop support program,
GAW negotiations, or in a variety of
other fields. However, in my judg¬

ment such swings can only be superficial. There are two
reasons for this conclusion. First, the underlying econ¬

omy is in too sound a position to be dangerously affected
by the events which may be anticipated. Inventories
generally are in a balanced condition, capital expendi¬
tures by business continue at an annual rate in excess of
$30 billion, employment at the 65,000,000 level maintains
a high disposable personal income, and the steady growth
of consumer credit firmly indicates a willingness to
spend. This is too healthy a picture to be easily dis¬
rupted. The second factor is that an air of controlled
apprehension has existed for some months. This has had
a retarding effect on market and construction optimism
that might otherwise have created a dangerously reversi¬
ble situation. Accordingly I conclude that the basically
healthy economy and the absence of unbridled optimism
will combine to keep the economic shifts within absorb¬
able limits both as to time and extent.

In the food industry the same healthy factors exist, and
I expect both for the industry and for my company, a
rising volume of sales, and on a profitable basis. In fact
the food industry's products have increased their relative
value to the American consumer by lasging behind the
more rapid all-product rise in prices. The ability of the
food industry to offer better and more convenient foods
at relatively economical prices, has led to a firm market¬
ing position for all levels of the industry, particularly
when oversupplies of processed foods are substantially
non-existent.

The most frequently cited soft-spots in the economy
are support crop surpluses, possible overproduction in
the automobile industry, and high personal credit levels.

tl. t. Krimendani

i_wU.o JCV. Kuriin

I find it difficult to believe that any of these can become
so uncontrolled as to upset what I expect will be an
economically sound 1956. The basic fact is that our Gross
National Product continues to rise, and that our popula¬
tion continues to grow arid to create effective demand
for increased and improved output. Or to put it simply,
consumer demand and productive supply are in healthy
balance.

\ LOUIS R. KURTIN
Chairman and President, TelAutograph Corporation
During recent years, the use of communications sys¬

tems in business and industry has grown substantially.
We feel that during the current year,_ this growth will
be maintained and perhaps materially increased.
Many organizations have learned

that modern communications systems
not only increase the efficiency of
their operations, but they also reduce
costs and eliminate or at least mini¬
mize expensive errors.
x Previously, there has been a re¬
liance on verbal communication,
time-consuming messenger service or
typed wire message. Today, through
various types of products, written
communications can be established
that are sent instantaneously over
wire. The result is the elimination
of the ever present factor of error in
verbal transmission and, of course,
the reduction in time spent in mail¬
ing or wiring the message.
We believe that only the surface,-

has been scratched in the adoption of the various types
of written communications systems by business and in¬
dustry. In our own case, the potential uses and applica¬
tions of TelAutograph "electronic longhand" equipment
are virtually endless in number. While it is true our
products are used today by mce than 2,500 subscribers
representing over 225 types of businesses, present indi¬
cations are that the use of our equipment can be in¬
creased tremendously during the next five to 10 years.
It would be difficult to accurately estimate how many
opportunities are available to us, but certainly there
are hundreds of business and industrial applications
which never have been explored heretofore.
Although new business opportunities for our existing

types of communications equipment are extensive, we
are placing increased emphasis on new product research
as a means of further stimulating our future growth.
As is the case with many companies in the fields of
communications and electronics, we are investing more
and more dollars in research and development work.
This investment was increased last year, at which time
we also expanded our engineering operations. .

Some results of this action already are taking place,
and we expect to see the emergence of some significant
new products from the laboratory during this year. These
new products, which are the direct result of extensive
research work, will materially add to our sales volume
in 1956, and in the years to come. •
It is with these encouraging factors in mind that I

state that the future outlook for the communications
systems field is excellent, and we expect 1956 to be
a healthy year for our industry.

S. E. LAUER

President, York Corporation

Looking ahead, our program for fiscal 1956 anticipates
a sales increase in air conditioning and refrigeration
products and systems of about 12%. Any additional
major orders related to defense or for production of

items extraneous to our regular lines
would elevate this figure.
This program does not appear op¬

timistic when gauged by results of
the first fiscal quarter ended Dec. 31,
1955, during which unfilled orders
were up 53% from a year ago and
amounted to about 4Vp months' aver¬
age net sales.
Our five-year program through

fiscal 1960 anticipates about this same
annual rate of growth, with the ex¬

pectancy that we will maintain our
historical percentage of the total in¬
dustry growth. Our studies indicate
that air conditioning of multi-space
multi-story buildings; air condition¬
ing and refrigeration for industrial

and food processing; and year 'round air conditioning
for homes and related shelter establishments should be
the major markets from which this growth business will
flow.
'

It is possible that in the year ahead we will com¬
mit ourselves for expenditures aggregating upwards of
$6,000,000 for expansion of production capacity mainly
through new tooling, rearrangement and rehabilitation
for the most effective use of floor space, for new products
and cost reduction in our plants in York; and through
the probable acquisition of existing establishments of
other companies, the products of which relate directly
to and will be integrated with our growth planning. This
figure is over and above our regular annual capital
expenditures covering normal repair and replacement
within our depreciation budget.
We foresee some possible difficulties in t^e procure¬

ment of certain basic materials which have been tight¬
ening up, although it is too early to evaluate the serious¬
ness of this. It is entirely possible that some major lines
of production in other industries may drop below '55
levels and ease this situation.

S. E. Lauer
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P. F. Lavedan

P. F. LAVEDAN

. Chairman, The Liquid Carbonic Corporation

Since there is a close relation between industrial gas
production and general industrial activity, we have seen
a steady increase in the uses of such gases as carbon
dioxide, oxygen and acetylene in the past ten years.
Carbon dioxide production has

been increasing on an average of
from 5 to 10% per year for the past
several years. Due principally to
two new industrial applications of
carbon dioxide— its replacement of
argon and helium in welding, and
its use in the hardening of foundry
cores— the new year's rate of in¬
crease could be even higher.
For the industry as a whole, oxy¬

gen and acetylene production in
1955 surpassed all previous years,
with sales up about 20% from 1954.
Since these gases are used mostly
in welding, any prediction of future
sales must tie in with the outlook in
the steel industry. However, present
indications are that last year's record production level
will be maintained in 1956.

« I expect that our 1S56 earnings will exceed the record
year in 1955. In addition to the continued demand for
compressed gas products, losses which the company's
Durable Goods Division— disposed of last year— have
been incurring will be eliminated.
i The Liquid Carbonic Corporation markets ten com¬

pressed gas products for industrial and medical use and1
is the world's largest producer of carbon dioxide.

H. B. LEAR

Chairman, The Pacific National Bank of Seattle, Wash.

I believe the outlook for 1958 to be excellent. Every¬
one, led by our Government, seems to be in a spending
mood. There should be quite full employment and a

very strong demand for money.
There are four clouds in the sky,

all of which have an element of

danger and need to be watched.
Tr.e first is the foreign situation.

As our Government should have

known, Russia never for one minute
has suspended the cold war. Our
allies are weak and unreliable and

certainly a severe and expensive
struggle is ahead between this coun¬

try and Russia. A terrible accident
could occur at any time which would
throw us into a hot war.

Second, excessive taxation. Eco¬
nomic 1 istory has shown that nations
do not long survive a painful read¬
justment when t:.e government takes
more than one quarter of the na¬

tional income. At present, the average American family
is paying out nearly 35% of its income in direct and
indirect taxes. There are over 29 million people in our

country including the military now receiving monthly
government checks. I look for little or no relief in the

present excessive taxation, for our bureaucracy is so
entrenched under Civil Service that economy in govern¬
ment is almost impossible. Of course, in case of war,
taxation would be fantastic and even a confiscation of

capital would be possible.

Third, labor. We have a new situation in the merger
of the two great labor unions—16 million members, hun¬
dreds of millions of dollars in cash and the avowed

purpose of spending vast sums of money to control elec¬
tions. Of course the members may object or be coerced,
but if we should have a labor government such as they
had in England at any time in the future we would move

rapidly into State Socialism and that labor government
would probably do to our country what they did to
Britain with no Uncle Sam to stand by, pouring in bil¬
lions of dollars to keep the country out of bankruptcy]
This may never happen, but it is a new situation, re¬

quires watching.

Four, unbalanced budgets. A very large segment of
our population including our national and many state

governments have been living beyond their income. So

far, they have successfully carried on by increasing their

debts, which now have become very large. The people
have become quite spoiled, wanting everything and

wanting it now, and wanting someone else to pay for it.-
1 have had members of our Congress tell me that the

people are suffering from the "Gimmies." They want the

government to do everything for their benefit, not real¬

izing the government has no money or income at all

except what it takes from somebody else in the form of

taxes and then redistributes to the pressure group which

yells the loudest.
I do believe that most governments are trapped by

circumstances, hence the long-range view of a creeping
inflation. In other words, higher wages—shortly there¬

after, higher prices. Nevertheless, with the stock market
as high as it is and the country near the top of a boom,
there are bound to be some shocks and scares. One

simply will have to estimate what the probable reaction

might be to some temporary disappointment.

B. Lear

; ROBERT H. LEVI

; • ^ President, The Ilecht Co.
. Nineteen fifty-six should be another excellent year
for department stores.-Since retail sales (including sales
of department stores) generally lag somewhat behind
swings in economic activity, the momentum of the cur¬
rent situation will • probably carry
retail sales upward well into 1956.
Although no one can forecast with
any degree of certainty what the
subsequent trend of economic con¬

ditions will be, present indications
are that the most likely assumption
is for a continued high level of
business activity.
The economy in general is in a

healthy state for the development
of growth in department store sales.
The level of total disposable income
has been rising steadily since the
first quarter of 1954 and price in¬
creases, which might retard pur¬

chases, have been moderate. While Robert H. Levi
consumer credit is at an all-time

peak, it is not out of proportion to income, and is fur¬
ther supported by consumers' holdings of substantial
amounts of liquid assets. Residential construction is ex¬

pected to continue at high levels, although there has
been some moderation of the rate in recent months.
Under these circumstances the demand for the goods
and services offered by the department store industry
will be great. :
The industry is continuing its efforts to fulfill this

demand, as well as to accommodate the changes in the
nature of shopping habits which have occurred in re¬
cent years. Many suburban shopping centers have been
and are being built to take care of the wants of the
rapidly increasing population in the outlying urban
areas and conform to the changes in the manner of
living of the American people, Further progress will
be made in 1956 in the development of this relatively
new form of department store operation. At the same

time, increasing attention is being given to the need
to preserve and improve the great values and services
offered by the downtown shopping areas in the larger
cities. The requirements of the public for reasonable
amounts of credit on a convenient basis are being met
by many modifications and simplifications of historical
credit terms, and the trend toward the use of improved
methods of credit extension by department stores in
general will continue in 1956, without necessarily re¬
sulting in any absolute increase in the amount of such
credit outstanding. These improvements in the distribu¬
tion-system will contribute to the greater satisfaction
of the v/ants of the consuming public and enable the
department store industry to keep pace with the ex¬

panding economy.

ENDICOTT R. LOVELL

President, Calumet & Hecla, Inc.

Barring work stoppages, increasing copper production
in 1956 should ease the supply situation in the copper

mining and fabricating industries and we expect the
demand for our products to continue on the same strong
note evidenced in 1955.

Formed more than 90 years ago to
mine copper in Northern Michigan,
Calumet & Hecla is,now completely
integrated and includes both smelt¬
ing and fabrication. Large mills op¬
erated at Detroit and Decatur, Ala.,
by its Wolverine Tube Division fab¬
ricate copper, brass, electric-welded
steel and aluminum tube for use in
the automotive, refrigeration, air
conditioning,- heating construction
and hydraulics industries.
A record demand, coupled with

major strikes at several key pro¬

ducing locations, brought the do¬
mestic producers' price up to 43c per
pound in August and for the re¬
mainder of the year. In the last half of 1956, barring
serious labor disturbances at domestic or foreign mines,
we expect the necessity of paying premiums for the
copper Wolverine Tube requests will be eliminated.
With the price of copper as it is today, every effort is

being made- to increase output from mines which, at
lower copper prices, were extremely marginal. This
activity will, of course, be continued and accelerated
where possible. In the case of our own company, the
Osceola Mine project at Calumet, Michigan, is nearing
completion and production is gradually increasing. Its
total cost, including the pumping of nine million gallons
of water and the'rehabilitation of two mine shafts and
the erection of surface plants will be $8,700,000.

Exploration work on our properties in the Upper
Peninsula is continuing at an increased pace. Through
our industrial engineers and engineering groups we are
constantly striving to develop better drilling techniques,
to use mechanized equipment wherever possible and to
institute work simplification programs to improve oper¬

ations, .both underground and on the surface.
It is our belief that extensive copper deposits, as vet

uncovered, exist in the Upper Peninsula and the Ke¬
weenaw Peninsula,; and represent for the future one
of the greatest potential sources of supply for copper.
Manv other factors lead me to believe that 1956 will

be a strong year. The refrigeration industry, for ex¬

ample, has had a banner year and wound up with lower
inventories than is normally the case. These inventories
are for finished goods which, for several years, have
been relatively high at the year-end. With lower in¬

Endicott R. Lovell

Harry J. Loynd

ventories and the belief that the purchase of air condi-1
tioning and refrigeration equipment will continue at
a high level, the demand for our products should remain
consistently high through this year.
The housing picture is likewise favorable. Something

in excess of one million starts is currently being pre¬
dicted for this year, which should mean another good
year for copper water tube. The oil refining and petro¬
chemical industries continue to move along at a high
rate and our progress in these industries is constantly
being accelerated.
These factors, coupled with the hope that interrup¬

tions in the production of copper will not be of the
serious magnitude they were in 1955, permitting a more

adequate supply of raw material, lead me to believe that
1956 could very well be a better year for the brass mills
than 1955. The copper situation prevented the realiza¬
tion of the full potential we had expected from 1955.

IIARRY J. LOYND

President, Parke, Davis & Company
Our sales rose approximately 12% in 1955 over the

previous year and we anticipate for 1956 a favorable
increase over the past year's results. '

During the present year, Parke-Davis' major research
efforts will be in the following
fields: antibiotics, cancer, cardio¬
vascular, mental disorders and virus
research.

Highlight of 1955 was the Francis
report, which established the effec¬
tiveness of poliomyelitis vaccine.
Today's medical care is the big¬

gest bargain in history.
The total cost of illness in terms

of medication, care, and most im¬
portantly, the loss of time and in¬
come to the sufferer and his family,
has been so sharply reduced as to
make any coxnparison with past
years almost ridiculous.
Pneumonia can be cited as a typical

example of the reduction in the cost
of illness. In 1926, the approximate cost of treating pneu¬
monia was $1,000, compared with less than $100 in 1953.
The loss of working time in 1926 was five to six weeks,
compared with today's two weeks. The patient had a
five to one chance of surviving pneumonia 30 years ago,
while today the odds have increased 500%.

DAVID L. LUKE, JR.
President, West Virginia Pulp and Paper Co.

Such knowledge as is available to me would seem to
indicate great underlying strength in our industry for
the next six months. It would seem as though the

'

strength of our industry's position should be great
enough to offset such minor eco¬

nomic corrections as may occur in
the second half of 1956.

Ours is a growth industry. Eco¬
nomic corrections attributable to

political uncertainties or to inven¬
tory corrections are likely to be
largely absorbed by existing growth
trends. This has happened quite re¬

cently. The general economic de¬
cline of 1954 was fully absorbed by
our industry, as indicated by the
fact that production for the year

was slightly larger than the record
year of 1953.
It looks now as though production

for 1955 should exceed that of 1954

by more than 3 million tons, and as

though the industry should approach a record round
number of 30 million tons. If my crystal ball portrays
a reasonably accurate picture, 1956 should again ap¬
proximate the 30 million ton level.

CARL II. MAAR

President, Lincoln National Bank and Trust Co.
of Syracuse, N. Y.

In most projections of today's economic trends into
the decade ahead, the keynotes struck are expansion,
rapidly growing business and a fast rising standard of
living. Growth is not a new concept. It is the history of

America and American enterprise.
The significant thing is the rapidity
of acceleration which is being pro¬

jected. While the long-term outlook
for our economy as a whole is one of
growth we must realize that it will
have its peaks and valleys as we

proceed. Also growth patterns for
different industries, as well as seg¬
ments within industries, will- vary
sharply from year to yerr.
During 1955 the trend of business

was upward throughout the year.
The pressure developed a number of
distortions in our economy which
will require correction in order to
proceed on a sound basis. One cf the
outstanding distortions during 1955

was the substantial increase in the amount of credit used
for consumer credit purposes and mortgages on l-to-4
family houses. Credit for these purposes increased at
the average monthly rate of approximately $1,800,000,-
000, compared with $940,000,000 in 1953 and $350,000,000
in 1954. This trend is being recognized bv the Federal
Reserve and the Treasury and steps are being taken to

Continued on page 43

David L. Luke, Jr.

Carl H. Maar

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



48 (504) T The Commercial and Financial Chronicle... Thursday, January 26, 1956

Continued from page 47
control the expansion. Monetary controls as exercised by
the Reserve authorities are very effective. By creating
a more sober outlook on the part of borrowers and
lenders, they eliminate excesses of optimism which might
be harmful to the economy if not restricted.-
It is evident at this time that American business plans

to pour a record amount of money into expansion during
1956. This spending will help underwrite a high level
of activity for the year especially in the heavy goods
sector of our economy. It is also a Presidential year
which should indicate a favorable climate for business
in general. ■ ■ ''V:V*!' ■*

Business momentum generated during 1955 should be
a factor in maintaining a high level of activity through
the first six months of 1956. The last half of 1956 may

show a more irregular pattern on a monthly and quar¬
terly basis as the running start from 1955 loses its force.
Among the reasons for expecting that 1956 should be

a good business year are:

(1) Consumer expenditures for non-durable goods,
services, and durable goods excluding cars are likely
to increase, possibly supported by a reduction in tax
rates early in 1956.-:--.c"L?:;
(2) Business spending for both plant and equipment

should increase, bolstered by long-term business plans to
increase capacity as well as efforts to reduce costs and
meet competition.
(3) As economic activity advances, businesses may be

expected to accumulate inventories.
(4) Increased expenditures for non-residential con¬

struction, including schools and highways, will offset
weakness that is anticipated in residential construction.
Overall it is'reasonable to assume that 1956 should

compare favorably with our recent vears of prosperity.

F. W. MAGIN
1 President, Square D Company

We are quite optimistic in regard to the business
outlook for the year 1956 as far as
electrical distribution and control

equipment are concerned. Our fore¬
casts reflect an increase in our busi¬
ness over the year 1955.
We are very optimistic as to the

outlook for the electrical industry
over the next five-year period and
our company is planning on quite
extensive increases in plants and
equipment. Our plans contemplate
the starting of some new plants in
the year 1956, the time of comple¬
tion of which will depend upon our

ability to obtain the necessary steel
for construction of these buildings.
At the present time our prospects
for obtaining reasonably prompt
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delivery on this steel are rather discouraging.
. ■ ■ • . v, > •: i :

J. R. MacDONALD

Chairman and President, General Cable Corporation

Barring a severe deterioration affecting our entire
economy which certainly is not now foreseen, 1956
should be a banner year for the electrical wire and
cable industry.
Just before the turn of the year, '

Mr. Joseph F. Miller, Managing Di¬
rector, and Mr. A. J. Nesti, Chief
Statistician of the National Electrical
Manufacturers Association, issued a
statement projecting increases in all
branches of the electrical manufac¬
turing industry in 1956 over 1955.
These included appliances estimated
to increase from $4V2 billion to $4.8
billion; industrial materials from
$2.2 to $2.4 billion; construction uses

from $1.32 to $1.36 billion, and spe¬
cialized equipment from $4.5 to $4.8
billion. Increases of 5% are antic¬
ipated in signalling and communi¬
cation equipment and of 6% in gen¬
eration and distribution equipment. In the communica¬
tions field optimistic statements have been issued by
the President of the Bell System and by the heads of
some of the principal independent telephone companies.
Like statements have been issued by executives of the
electric rower companies. All of this indicates an ex¬

ceptionally good year for the electrical wire and cable
industry whose products are used in all of these fields.
Perhaps one note of caution should be injected, this

in connection with the copper situation, as in the elec¬
trical wire and cable industry so much depends upon
the availability of conper. in 1955 the industry was
faced with severe shortages of copper caused by strikes
in the United States, Chile and Rhodesia in the last half
of 1954 and early ly55. Tne snoriage was further aggra¬
vated by strikes l?stinor approximately six weeks begin¬
ning around July 1, 1955 which shut down about two-
thirds of the U. S. production of copper. Despite exhaus¬
tive efforis by tne inausiry to oocain sufficient copper
regardless of nrice, so as to continue operations, much
of the industry was forced to shut down for varying
periods of time. As a result of this situation, the price
of copper which had started the year at 30 cents per
pound, was gradually forced up to an official price of
43 cents per pound, but at times prices of over 52 cents
per pound were actually paid for copper. As the indus¬
try sold its modi^ls <m the official nrice of cooner
even though many fabricators had to pay substantial
premiums, earnings were adversely affected, as, of
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course, were both sales and earnings by reason of the
physical shortage itself. As of the present time the short¬
age has not yet been completely overcome, but barring
any major Iaoor disturbances during the year, it is antic¬
ipated that the producers of copper will be able to
take care of the demands for copper.

J. C. MARKEY

President, The Aro Equipment Corporation

Any speculation on the business outlook for the year
should certainly take into consideration the fact that
there will be a national election in 1956. We will read
and hear many predictions of business optimism and
pessimism throughout the next 12
months. Will Eisenhower run again?
If not, who will the Republican party
nominate? If a Democrat is elected
to the Presidency, will it mean a less
sympathetic attitude towards busi¬
ness by the new Administration?
These and many other similar ques¬
tions will be examined in great de¬
tail by the political and business
pundits.
While this year of, political con¬

fusion might makd management
slightly cautious about expanding too
rapidly, it is my belief that any feel¬
ing of uncertainty will be reflected
in the stock marke rather than in the
general level of business. We, at The
Aro equipment Corporation, look for another good year.
As some of the readers of The Commercial & Financial
Chronicle already know, Aro manufactures lubricating
equipment, air tools and specialized aircraft products.
I will touch on each of these three division briefly so
that you may better understand our outlook for the year.
The lubricating equipment phase of our business is

perhaps the most stable of the three. When Aro was

organized in 1930, we manufactured lubricating equip¬
ment only. After 25 years the opportunities for growth
have not been exhausted. Our greatest growth took place
between the years of 1930 and 1940 when concentrated
sales efforts were made to penetrate the automotive mar¬

ket. While the automotive market is still expanding, the
greatest opportunity for growth now lies in the indus¬
trial and farm markets.

Our air tool business is another matter. Here, like
other companies in the field, we see practically no limi¬
tations on its growth. This division, which was organ¬
ized in 1939, took seemingly no time to become a many
million dollar business. In fact, the rapid growth of the en¬
tire air tool industry has been fantastic. There has been
good reason for the increased use of air tools. Industry
in general is showing a preference for pneumatic tools.
For portable applications they offer the ultimate in
small size, yet develop more horsepower per pound of
weight than other types of tools. Our tools and air
motors fit into the ever increasing demand for power
application of automatic production lines.
The air tool division of Aro has several innovations

under development. This is probaly true throughout the
air tool industry. The only restraining force we feel is
the responsibility of sound expansion.
It is most difficult to generalize about the prospects

for our third division, specialized aircraft components.
Let me make it plain though, that the growth of this
division has been and will continue to be no less excit¬
ing than our air tools division. This division manufac¬
tures highly technical products for aircraft, such as liquid
oxygen equipment and breathing regulators for pilot use,
anti-G valves, etc.; and through our recently acquired
Ampatco Corporation, electro-mechanical equipment,
automatic pilots and also electronic component controls
for industry. Competitors in this field are so few that
we can only speculate on our own future.
While much of our work is designed for use in high

altitude flying and, thus, is military in nature, we are
now doing more commercial work than ever before and
we expect 1956 to show a further increase. We also took

steps in 1955 which allow us greater access to the NATO
countries and countries in the Sterling Bloc area. As you
can see, we look for continued growth and prosperity
in 1956.

JOHN N. MARSHALL

Chairman and President, Granite City Steel Company

The 1956 outlook for the steel industry — I can, of
course, speak only about the Midwest and Southwest,
the market area of Granite City Steel Company—ap¬
pears at this time to be very good indeed. We think
that the demand for flat-rolled steel

products during the first half of
1956 will be superior to the demand
during first half 1955.
Yet our mill has operated at

capacity since last Feb. 15. Meas¬
ured by production, sales, profits,
or almost any other way, 1955 was
the most successful year in Granite
City Steel's history. You may wonder
whether a let-down is not inevitable.
The 1956 outlook is optimistic for

a number of reasons. One, of course,
is the backlog of orders already on
the books. But there is a longer-
term and more basic reason for

optimism about steel industry pros¬
pects.
In the past, the industry has been highly cyclical in

nature. With too much capacity except for periods of

juun i*. Marsiiaii

boom and wartime, its operating rate followed a sharply
up-and-down cycle. 0

In my opinion, this has changed. The cyclical curves
will be much less sharp and pronounced in the future.
Why? In large part because new products made of
steel have appeared in vast quantities ever since World
War II.

This reflects the development of better and mors
versatile steels, of better protective coatings such as
porcelain enamel and of improved galvanizing processes.
It also reflects a great increase in the volume at which
modern mill machinery can produce steel.
The result has been that steel is going into more

and more consumer goods. The industry's old depend¬
ence on the buying of the construction industry and
the railroads is about gone. Today, steel is much closer
to the general consumer economy, much less sensitive
to changes in just one or two of the many industries
that make up that economy.
One example of this is that the present per capita use

of steel is 1500 pounds a year. In 1940, it was only 1015
pounds a year, . ■' -

It is a realization of this basic change that lies behind
much of the industry's current expansion plans. In
Granite City Steel's case, for*example, it was only in
1954 that we completed an $89,000,000 expansion pro¬

gram that doubled our ingot capacity to its present
1,080,000 tons a year. Recently, we began another
round of expansion. It will include the construction of
a new blast furnace and by 1957 will add approximately
30% to our present steel ingot capacity.
Even this increase will not bring our productive

capacity up to what we regard as our share of the
normal, peacetime steel consumption in St. Louis and
the Southwest—the area where Granite City Steel is
the nearest flat-rolling mill.
To sum up, steel is an old, established industry.

Today, it is once more an expanding industry.

JOHN W. MARTIN 1 -

Trustee, Florida East Coast Railway Company

We look forward to the year 1956 as a period during
which the current high level of business activity seems
destined to continue. We also expect it to witness the
continued rapid growth of our territory, the East Coast
of Florida. Both of these factors make the traffic out¬
look promising for the Florida East Coast Railway, de¬
spite the many problems that beset the railroad industry
in general. \ :

Florida is coming of age economically, and is no longer
so heavily dependent upon tourist trade and other highly
seasonal factors. It is attracting new residents and new
industries at a record rate, all of which helps to increase
our year-around traffic potential. As a result, perishables
and highly seasonal products account for a much smaller
percentage of our traffic than formerly. General com¬
modities, building materials, and other non-seasonal
items are gaining in volume and importance.

While, due to competitive factors, we are perhaps
enjoying a diminishing share of the total passenger
traffic being produced by the rapid growth and devel¬
opment of our territory, our gains in the freight field
are more than compensating for decreased passenger
volume.

JOSEPH A. MARTINO

President, National Lead Company

The sales and earnings of National Lead Company in
1955 were higher than in any previous year in our his¬
tory. Record sales were made to the automotive, chemi¬
cal, construction, electronics, paint, paper, petroleum,1
plastics, printing and rubber indus¬
tries and 1956 holds promise for our
sales to continue on a high level.
National Lead Company's growth

and diversification has been marked

by a continuous expansion of its line
of products, which include "Dutch
Boy" paints and paint materials; ti¬
tanium, lead and barium pigments;
railway journal bearings, oil well
drilling materials, die castings, re¬

fractories, ferro alloys, metallic lead
products and lead chemicals. The
company has also kept pace with the
expanding atomic energy program
and is operating several strategic in¬
stallations for the treatment of ura¬
nium ores and the production of -

uranium and thorium metals. National Lead also sup¬

plies other materials essential to the atomic energy in¬

dustry such as nickel, zirconium and titanium, containers
for shipping and storing radioactive materials, and lead
and barite for shielding. The demand for these products
for use in the atomic energy industry is expected to

grow in 1956.

Business expansion was sparked in 1955 by increased
automobile production, construction of more homes, and
higher expenditures for new plants and equipment. In

1956, although automobile production and home con¬

struction may be somewhat reduced, new plantj and
equipment expenditures are expected to reach record

levels. Prospects are bright for continued high indus¬
trial activity and all signs point to good year ahead for
National Lead Company.

Josepn A. fviarnno
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GEO. G. MATKIN

President, The State National Bank of
El Paso, Texas

The year of 1956, following the boom year of 1955,
and also being the Presidential election year, is to me
a rather difficult period to accurately predict. Un¬
doubtedly, the President's heart attack adds somewhat
to this difficulty as there is no as¬

surance that he will run again, and
should he not run, it is thought by
many that the Democrats will have
an opportunity to win. Should this
be the case, would it mean that the
new Administration would be as

favorable to business as the present
one? Would this, in turn, follow that
the Democrats would not try as hard
to retain the present value of the
dollar and thereby bring about a

stronger inflationary trend? It is
contended that inflation, at the time
it happens, is preferred by a good
many people because they are ap¬

parently quite prosperous — or so

they think — but in the long run ,.Y;kv ; v;\*'
it can prove disastrous to everyone involved.14 Person^;
ally, I don't believe any thinking person is favorable to
additional inflation.
At the present, and for some time past, business has

been at a very high level in all categories. A good
many industries are producing at near capacity, and
accordingly, their growth in the coming year, as I see
it, will have to be, or could be, to a lesser degree of
increase than their growth in volume in the past year.
The scarcities caused by the present demand will prob¬
ably step up prices slightly and will be causing the
majority of businesses to show some increase in both

quantity and dollar volume.
Agriculture, unfortunately, has not shared in the over¬

all national prosperity to the same extent, and agricul¬
tural income could probably be off slightly in the com¬

ing year because of increased acreage controls, the
variable reasons of weather and demand, market, etc.,
resulting in crops probably not being as large. I think
that the farmer will "get by" this coming year, but in
the main, his outlook could be dreary, as predicted by
some. ■■'

. .v;;''• -d ■■ •••.;•;
Department stores, dealers in all types of appliances

and equipment, should have a higher volume year. I
base m.y thinking on this point on higher wages, a raise
coming on March 1 in the minimum wage requirements,
and on the probability that income taxes will be re¬

duced to some extent, and that the lower bracket earners
will share in this decrease in taxes for more than their

portion.
Interest rates are very strong at the present time and

the rediscount rate is the highest for over 20 years. The
prime rate is high. Government bonds are low and
their yield is high. Money is tight and, in my judgment,
will continue so for some months. I don't look for any
appreciable drop in interest rates, and probably there
will be some increase. There is nothing to indicate that
deposits for the year of 1.956 will show any substantial
rise, although there probably will be some increase.
In this section of the country, with metal prices high,

mining should continue to be quite active, and un¬

doubtedly, ore deposits that were formerly looked upon
as being marginal will be brought into production.
I do rot predict any particular increase in the value

of livestock in this area, but I am confident that the
rancher of well-founded exnerience will get along prob¬
ably a little better, or at least as well as during 1955.
The local area farm picture is more or less comparable
to the nation's over-all position, and should it slide
down, it would probably be only * slightly down.
I predict that, general business in this area, and in

the country as a whole, will continue to be excellent for
the coming year.

L. L. MATTHEWS

President, American Trust Company, South Bend, Ind.
The year 1955 will be recorded as an outstanding year

in the nation's economy. Nearly every segment of busi¬
ness except agriculture, experienced a general expansion
in production and sales. Consumer inrmne ro*° n n^w

level, and in addition, spending was
increased through instalment buy¬
ing, this source of credit reaching a
record high. Plant expansion, home
building and increased inventories
were other factors involving a sub¬
stantial increase in bank loans, re¬

sulting in higher earnings for our
financial institutions.

Today, banking is conducted on a
modern sound basis. There have been

some restrictions in credit, and
higher interest rates are in effect as

a means of curtailing further infla¬
tionary tendencies. The average
bank's bond account is dominated

primarily by U. S. Government obli¬
gations of short to intermediate ma¬

turities. Mortgage loans are liquidated by monthly in¬
stalments. The average home owner finds that his
monthly payment is much less than rent. Consequently,
he will find it advantageous to protect his equity by
regular payments. The same is true of Consumer Credit.
To many people, instalment buying is just another means
of saving. Some authorities object to the monthly pay¬
ment credit, but we must realize that the number of
families with incomes of $5,000 or more has doubled in

L. L. Matthews

the past ten years. Thus, total income in this category
justifies the climb in instalment credit.
In 1929, many banks were borrowing in order to re-

lend—they had loaned 70% of their deposits. Today, the
ratio is only 40%, and secondary reserves in cash and
government bonds indicate relatively high liquidity.
State and Municipal spending for schools, highways,

hospitals, and other acute needs is another factor in
keeping our economy at a high level in 1956. Why this
acute need for public works?—the unparalleled increase
in population.
Certainly, we shall experience some decline in busi¬

ness activity from time to time. Our economy is not de¬
pression-proof, but no strong recession is in sight. Our
standard of living is the highest the world has ever

known, and the experts predict that it will be even higher
in the years to come.

EUGENE r. McCarthy

President, Brown Shoe Company
Nineteen Fifty-Five marked one of the greatest growth

periods during any single year in the 77-year history of
Brown Shoe Company. The shoe industry also reached
an all-time peak with an output of an estimated 580,-
000,000 pairs of shoes. The net sales of Brown Shoe
Company during its 1955 fiscal year ended Oct. 31 in¬
creased 14.8% over 1954 to an all-time high of
$159,480,879.
The company's capital investments in manufacturing,

warehouse and transportation facilities have totaled
over $13,000,000 since 1950. New plant expansion for
1956 includes completely modern units at Booneville,
Mississippi, now in operation, and Union, Mo. The Union
plant will replace an old, smaller factory when it is
completed in 1956.

Construction of a new, modern multi-million dollar
St. Louis warehouse is now under way in South St.
Louis at the Southwest corner of Gustine and Bingham
Avenues. The building will be three stories including a
total floor area of 450,000 square feet, an enclosed trailer
dock for 30 trailers and parking facilities for eight rail¬
road cars. A two story office addition will be located at
Gustine Avenue. This ultra-modern warehouse is ex¬

pected to be completed by Fall of 1956.
An annual production goal of 35,000,000 pairs of shoes

per year has been set which should be achieved by the
close of 1957. Recent production figures show a steady
upward climb. In 1940 11,798,000 pairs were produced in
Brown plants. 1951 the total pairs were 19,590,000 and
1955 they hit 25,644,000.
Expanded marketing services were launched in 1955,

including a new market research and sales analysis de¬
partment, and an unusual sales training program for
Brown retailers' sales personnel and a salesmen's trainee
plan designed to build young, aggressive Brown whole¬
sale sales representatives.
The outlook for a continuing high level of shoe pro¬

duction and retail sales seems assured through the first
six months of 1956 providing the economic prosperity
continues near its present high rate.

E. M. McCONNEY

President, Bankers Life Company, Des Moines, Iowa

Life insurance companies in planning ahead are par¬

ticularly interested in the outlook for new sales, and
yields on long-term investments.
The trend of new sales of insurance usually moves

with the direction of general busi¬
ness, although with a lag.
Our economy is still a war econ¬

omy . . . cold war though it may
be . . . linked to a rapidly increas¬
ing population, and intense desire
for a higher standard of living. Un¬
der full employment this means a

higher level of demand supported by
credit mechanisms only slightly
known in past generations.
The forecast figures for capital and

consumption expenditures and gov¬
ernmental expenditures for defense,
foreign aid, highways, schools, etc.,
have been well publicized and need
not be reiterated. They all add up to
a G.N.P. of some over $400 billions.

The evidence available at this time indicates that gen-;
eral business will not only maintain the high levels of
1955 but will exceed them in 1956. Consequently, the
outlook for insurance sales in 1956 should be good be¬
cause the outlook for general business is one of continu¬
ing strength.
Based on these forecasts of general business the de¬

mand for long- and short-term funds will be at record
levels in 1956 and savings flowing through financial in¬
stitutions will not be adequate to finance growth in 1956.
This means that the banking system will be called upon

to supply credit in amounts exceeding those in 1955. Al¬

though the Federal Reserve System should follow a

restrictive monetary policy, it will supply reserves with
an eye to keeping bank lending within fairly narrow

limits.

As a result of the heavy demand for funds, yields on

long-term investments will probably rise.
The economic setting this year seems definitely to be

one favoring inflation. Whether inflation will occur in

significant degree depends mainly on the effectiveness
of monetary and fiscal policy.

E. M. McConney

It should always be remembered, however, that the
psychology of the masses can be swayed rapidly by mod¬
ern means of communication so that alarms on such
factors as foreign relations, election possibilities, auto
and residential production may very materially change
the forecasts. ;

ARTHUR E. McLEAN

President, The Commercial National Bank,
Little Rock, Ark.

As a New Year begins we are well aware of the fact
that the economy is booming. Production, sales, and cor-'
poration and personal incomes are all making new highs.
Undoubtedly this trend will continue at least well into
the new year, and only the possible
threat of war seems to mar the
future. This is a Presidential year
and there is a general belief that
until after the elections are over next
fall nothing adverse to the national
economy will be allowed to take
place. That belief will most likely
keep business on a high level
throughout 1956.

Again the forecasts will generally
be most optimistic, but it is time for
sound thinking coupled with coura¬

geous action if we are to avoid
trouble sooner or later. All is not

wellf regardless of how beautiful the
picture may seem. Inflation is still
with us, and the value of people's sav- . ,

ings is still going down. Private debt and consumer
credit are increasing too rapidly, security prices in many
cases are too high, and there is a growing speculative
fever which results in the purchase of new and unsea¬
soned securities without investigation. Consciously or
otherwise, flight from the depreciating dollar continues.
These are definite danger signals now on the horizon.

Inability to reduce the National debt in times of great
prosperity is a threat to the economy. Necessary ex¬

penditures for the nation's defense are fully justified,.;
but deficit spending to improve living standards in for-;
eign lands is not. Seemingly plausible rationalizing in
this respect has already replaced good sense and it is
time to bring some of this kind of thinking to a halt.
We may not yet be in great danger, but the ship in

which we ride is certainly beginning to list. If as a

nation, we are smart, we will start righting it before we
find it turning over. " VI.

Arthur E. McLean

S. C. McMEEKIN
'r'

S. C. McMeekin

President, South Carolina Electric & Gas Co. V*,,

South Carolina's industrial and economic outlook is:

highly favorable for 1956.
The year ahead promises a continuation at an acceler¬

ated rate of the extensive industrial expansion which
has taken place throughout the state
since World War II.
New and diversified industries con¬

tinue to invest heavily in the con¬
struction of modern plants providing
efficient and economic operation.
These new industrial payrolls con¬

tinue to provide an ever-higher level
of income for our people. Keeping
pace with industry is the revolution
in the state's agricultural economy
with the growing mechanization of
farms and the rapid trend away from
dependence on cotton to diversifica¬
tion ranging from peach growing to
cattle raising. Growth in wholesale
and retail trade and service business
is proceeding hand-in-hand with the

state's expanding economy. The sizable 23-ccutuy area
of the state which the South Carolina Electric & Gas Co.,;
serves is a.good index of statewide expansion and pros¬
pects for the future. Here new and expanding plants
total an investment of over $140 million representing
employment for approximately 5,000.
New planes range from the General Electric Co., $6.5-

million plant near Columbia, to Amerotron's $10 iriHion
textile mill at Barnwell, and include $2.5 million Riegel
Textiles and $1 million Barnwell FeltMills. Plant expan¬
sions announced and under way include West \ irginia
Pulp & Paper Company's $20 million Charleston expan¬
sion, Cone Mills at Carlisle, Carolina Giant Cement Co.
at Harleyville, the Graniteville Co., Graniteville, Man-,
hattan Shirt, Westinghouse Electric and a score of others.
Keeping ahead of this rapid rate of industrial expan¬

sion, our company will begin construction early this year
on the first 137,500 kw. capability unit <?f itsminth and
largest generating station near Columbia. When com¬
pleted this mammoth steam plant will have a capability
of 600,000 kw. The first unit is due for operation in 1958.
Last year the third unit at our Urquhart Station in

Aiken County went "on the line" bringing total capabil¬
ity of this $42V2 million steam plant to 274,000 kw. 7(f%'
of the company's power capability is now firm, steam-
generated electricity.
Since the construction of pipelines two years ago,

natural gas, the energy partner of electricity, is being
used in even greater quantity and is an additional impor¬
tant inducement to industry.
The company's Industrial Development Department is

active in organizing and aiding community industrial
committees and in cooperating with state and city devel-

Continued on page 50
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opment agencies in locating new industry, Industrial
inquiries are on the increase.
Industrial interest in the state has been further whetted

by the vast Bushy Park industrial water project, now
under construction near Charleston, which will make up
to 10 billion gallons of fresh water available in new
industry with easy effluent disposal. Charleston's boom¬
ing port, now 13th in the nation in value of foreign trade,
links new industry to world markets. There is confi¬
dence everywhere in South Carolina's "New Era."

CARL R. MEGOWEN

President, Owens-Illinois Glass Company

The demand for glass, particularly in the packaging,
tableware, building and scientific fields is expected to
continue strong through 1956. I am convinced that the
next decade will see packaging carried to much higher
levels than anything we have yet
experienced.
With these opportunities in view,

Owens-Illinois, at its new Technical
Center, is pushing research and en¬

gineering chiefiy in two directions:
(1) developing new uses for glass,
and (2) improving present products
and processes.
; For the glass container industry, the
prediction is that shipments this year
will be approximately 134,090,000
gross, a new record high.
The long-range outlook is for con¬

tinued growth, based on the general
U. S. economic expansion, the na¬
tion's population growth, and the
increasing demand for glass packag¬
ing. This last factor reflects, in large part, a continuing
improvement in the standard of living involving greater
use of convenient glass-packed foods.

■ Products that were unknown or unimportant in 1939
are now packed in glass containers at a rate well over
30,000,000 gross per year. In the past 15 years glass con¬
tainer shipments in this country have increased 150%
while population has grown 25%, and real purchasing
power of consumers has risen 85%.
America and the world are changing— and changing

fast. It all adds up to bigger markets, better living con¬
ditions and, barring a destructive war, which seems im¬
probable, I believe we can have confidence in a dynamic
future and one that will bring opportunities such as we
have never faced before.
It would be disastrous for business and industry to fail

to recognize the many changes in our methods of living,
or to fail to recognize the need for improvements in
products and processes to keep pace with these changes.

Carl R. Mcgowen

CRANDALL MELVIN

Crandall Melvin

President, The Merchants National Bank & Trust Co.
of Syracuse, N. Y.

- ThC best measure of our economic health is the Gross
NationalSRroduct which represents the value of all of
the goods and services produced in the country. For the
first three quarters of 1955 this item was in billions of

dollars 375.3, 384.8, and 391.5. It will
undoubtedly soon run over $400 bil¬
lion for the first time in our history.
The soft spots in the business out¬
look have been well publicized so
that we all know of lower farm in¬

come, the raoid expansion of credit,
the possibility of lower automobile
sales, etc. The widespread knowl¬
edge of these items is in itself a

favorable factor. It means more

people are aware of what is going
on in the economy as a whole.
Furthermore, each year that passes

finds us with new and improved
tools to help us understand and fore¬
cast business activity. Among new
items would be the recent Flow-of-

Funds data compiled by the Federal Reserve Board.
These figures will give us for the first time a compre¬
hensive record of all transactions in the country that
involve a transfer of credit or money. Moreover, the
various surveys of what different groups in the economy
expect to do in the future are helpful. The University
of Michigan surveys made for the Federal Reserve on
that all-important party, the American consumer, are an
example. Also the surveys of prospective capital ex¬
penditures of American business made by "Fortune";
McGraw-Hill; and the Securities and Exchange Commis¬
sion are helpful. Items such as these are giving us a
better picture of our economy today and what it may be
like tomorrow.
• Another interesting aid in forecasting business activity
is "Statistical Indicators of Cyclical Revivals and Reces¬
sions" by Geoffrey H. Moore. This 1950 publication of
the National Bureau of Economic Research lists eight
selected indicators whose changes tend to take place
prior to changes in the general level of business activity.
According to the latest data now available, only one of
those factors is definitely unfavorable (Residential
Building Contracts, Floor Space). Five of the factors
are definitely favorable. Two items are now neutral.
This approach reinforces our conclusion that business
activity in 1956 will continue to increase moderately for
at least the next four to six months.

-

Any decline in business activity that should take place
would be met promptly with all of the weapons of the
Government's fiscal and monetary policies. Business it-

Earl R. Mellen

self would act promptly—new automobile models would
appear earlier and would embrace major style and tech¬
nological changes. From these'items and from the usual
business indexes, I feel business activity in 1956 should
at least maintain itself on a high plateau but further
overall gains for the entire year will be minor.

EARL R. MELLEN

President, Weston Electrical Instrument Corporation
Since we are entering the year 1956 at a high level

of business activity, it is expected that this trend will
continue through at least the first six months of the year.
The dominant portion of Weston's business is in capital
goods. Numerous predictions have
been made by leading companies in
the automobile, oil, chemical and
other industries indicating increased
capital expenditures of 10-15% in
1956 so our'activities should expand
accordingly if we are to secure our

proportionate share. The high level
of government purchasing for de¬
fense will also continue, as will capi¬
tal expenditures in the public utili¬
ties field, including electrical, gas
and communications. This activity
should be reflected in cur volume of

potential sales. It is also anticipated
that new products which have been
in cur development laboratories for
a period of several years will reach
the market and have a beneficial influence on our vol¬
ume of sales.
On the other hand, it is expected that 1956 will prove

to be a year of intense competition with a "squeeze" on

manufacturers brought about by competition on one side
and a continuing demand for higher pay from labor
groups, plus an element of increased cost represented
by mounting prices of raw material and other compo¬
nents during the past year.
On the whole, we look forward to 1956 as a year some¬

what better than 1955, but with the necessity for dy¬
namic drive in the sales department in order to maintain
competitive leadership.

ROBERT G. MERRICK

President, The Equitable Trust Co., Baltimore, Md.
I have never gone in for the pre¬

dicting or prophesying business be¬
cause there are so many imponder¬
ables that can come into the situa¬
tion that a prophesy made today may
be worthless tomorrow. However,
barring forces not foreseeable at this
moment, it looks like 1956 will be
apother prosperous year for the
country as a whole and especially
for the banking system. I also think
that with the elections coming up in
November of 1956 the Party in power
will do everything humanly possible
to keep the economy in high gear.Robt. G. Merrick

B. II. MERCER

B. H. Mercer

President, Fidelity and Deposit Company of
Maryland, Baltimore, Md.

Despite the fact that 1856 is another so-called off year
in our three-year premium cycle, I am, nevertheless,
quite optimistic as to this year's outlook for the fidelity
lines. There are several reasons for this prediction. Any
business, large or small ar.d what¬
ever its nature, needs so-called dis¬
honesty insurance. That need is
greatly intensified in today's econ¬
omy with business activity at an all-
time peak. More money, securities,
goods and materials are being han¬
dled by a greater number of employ¬
ees, and under existing conditions
employers cannot always choose as

carefully as they would prefer the
type of employees to whom they
must delegate greater responsibility.
All of this means that both opportu¬
nities and incentives for embezzle¬
ments are greater than ever before.
Our industry should, therefore, sell
a larger volume of dishonesty insur¬
ance to individuals, firms and corporations which have
heretofore not had this protection. Another potential
source of premium income in this line is the fact that
like fire insurance, dishonesty insurance must be in¬
creased as values and exposures to temptation increase.
The agent is indeed remiss who does not bring these
facts of ife to the attention of persent policyholders.
In the surety field bonds guaranteeing performance of

contracts produce our largest premium volume. In July,
1955, premium rates on this line were reduced. However,
construction activity continues at a high level and au¬
thoritative sources estimate that 1956 awards, particu¬
larly in the nonresidential categories, will exceed sub¬
stantially those of 1955. Accordingly, contract bond
premium volume should compare quite favorably with
last year despite the somewhat lower rates at which the
business is written.
Judicial bonds are another important source of surety

premium volume. Accelerated business activity and
higher values which prevail throughout our economy
have a two-fold effect on this branch of suretyship. The
estates of decedents, incompetents, et cetera, are larger,
hence the fiduciaries which administer such estates must

give larger bonds which produce higher premiums. Like¬

wise, higher wards and judgments result in larger appeal
and similar bonds filed by litigants, and again larger
premiums for the sureties which qualify on such bonds.
It must be remembered that the same factors which

increase premium volume also result in larger claims and
higher losses for our industry, but corporate suretyship
is justly proud of its record for the prompt and satisfac¬
tory settlement of proper claims and will maintain this
record at all costs.

Considering all elements, both favorable and unfavor¬
able, I anticipate a satisfactory year in our field.

D. C. MINARD

President, The Trane Company

There is usually a high correlation between construc¬
tion activity and air conditioning sales. But in 1956,. with
an anticipated jump of up to 10% in nonresidential con¬
struction, the industry's air conditioning sales should
rise as much as 15 to 20%. The sales
rate of our company is expected to
quicken more than that of the in¬
dustry. Company output in 1958 may
show one of the largest increases in
a single year in the 42-year history
of Trane.

Total sales of the company have
topped $50,000,0CC for two consecu¬
tive years in its air conditioning,
heating, ventilating and heat transfer
equipment.

Three factors will give extra
stimulus to air conditioning equip¬
ment sales in 1956:

(1) More new buildings than ever
are "being air conditioned. Donald C. Minard
(2) The rate of air conditioning

existing building is rapidly accelerating.
(3) Air conditioning in industrial plants for both in¬

dustrial process and worker comfort purposes is an

expanding, if relatively new, major market.
While authorities foresee sharp rises in all fields of

construction activity except residential, this will not
affect Trane since our full plant capacity will be needed
to meet demands for the non-residential fields.
A substantial factor that will tend to push our business

up in 1956 will be the introduction of a number of new
products, particularly in air conditioning, that will
broaden the company's present markets. We will be
much more active in the commercial packaged air con¬
ditioner market in 1956, with the introduction of a line
of self-contained air conditioning units which has been
completely redesigned to incorporate all the latest ad¬
vances in the industry. ■■■'■
Also, one of Trane's major products, the CenTraVac,

which is widely used, to supply chilled water for the air
conditioning of large buildings will be produced in larger
unit sizes. At present the company catalogs 20 basic
units, the largest unit rated at 800 tons. This will put
the -company even deeper into the big building air con¬
ditioning market.
Further brightening Trane's prospects for the year—

outside the air conditioning field—will be the expected
fast', pace of construction of schools, for which Trane
makes heating and ventilating equipment of special de¬
sign.
We will increase manufacturing floor space 14% dur¬

ing the year with completion of construction now in
progress at two of the company's three plants, La Crosse
and' Scranton. The firm's Canadian subsidiary at To¬
ronto expanded into new quarters during 1955.
As a part of our planned expansion program, an¬

nouncement has been made of a new Engineering Build¬
ing to be constructed during 1956 adjacent to the ultra¬
modern research laboratory building which was com¬

pleted in 1954. Plans for the new Engineering Building
are nearly completed, and it is expected this new build¬
ing will be ready for occupancy early in 1957.

HENRY S. MITCHELL

President, Duluth, South Shore and Atlantic
Railroad Company

Railroad and net earnings for 1956 are likely to fall
substantially below 1955 and approach the wholly
inadequate level of 1954 if recent and forthcoming
awards of heavy wage increases for railroad labor are
not promptly offset by corresponding
increases in our charges for perform¬
ing transportation services. The de¬
lays we encounter in procuring the
required governmental approval for
adjusting our charges so as to cope
with,, wage increases on the one
hand and competing transportation
facilities on the other put us at a

great disadvantage as compared with
other industries which are free to
make necessary adjustments prompt¬
ly. A glaring example of the handi¬
caps imposed on the railroads is the
extreme difficulty of obtaining the
requisite permission from state au¬
thorities to eliminate heavy losses
incurred in furnishing little used
and Jiighly unprofitable passenger service.
A wise solution of the railroads' predicament would

seem to be to relieve them of paralyzing delays in ob¬
taining permission to adjust their services and their
charges in conformity with sound business principles.
All hopes of having the railroads function on such a basis
would be destroyed by adopting the suggestion which
has^een advanced in some interested quarters of grant¬
ing ihe railroads Federal subsidies, leading as they in¬
evitably would to an even greater burden cf govern¬
mental control than we are now laboring under.

Henry S. Mitchell
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R. W. Moore

ROY W. MOORE

President, Canada Dry Ginger Ale, Inc. y. ■

/■■.'From our viewpoint, we believe that the outlook for
the Beverage Industry in 1956, is good. As is the case
with most businesses, prospects are good or bad de¬
pending on general economic con¬

ditions.

Industrial production is running
at top-speed and apparently strain¬
ing the capacity of the country's
producing facilities. We have full
employment and wages higher than
ever. The spending power of con¬
sumers is enormous and the con¬

suming public is now in a mood to

spend. Sales of goods and services,
as this is written, are the highest in
the history of our country. The
question is: How long will these
conditions prevail? No one knows
the answer to this but since there
are no signs of any sudden change in
-the spending habits of the people,
or in the wage rates, it is likely that the present condi¬
tions will remain with us for at least some months ahead.
In all probability, the present general prosperity will

continue through 1956, and with such momentum that
the whole of 1956 has a reasonable chance to be another
'good year.

■*<' Speaking for the Beverage Industry, we are of the
? opinion that wherever there are people there is a market
for our products. And where the population is increasing
in such numbers, as is the case in our country, the mar¬
ket for beverages is growing -L and at a fast rate. This,
added to the fact that consumer incomes are in process
of increasing, makes it more than probable that the
Beverage Industry will have an excellent year in 1956.

ARTHUR E. A. MUELLER

Chairman, North Central Airlines, Inc.

Judged by trends discernible in our territory and in
our operations, 1956 should, without a question, be an
excellent year for business.
North Central Airlines continues to experience the

long-term growth and development
trend which has been apparent since
its organization, showing an increase
during 1C55 of 40 to 59% in all cate¬
gories of business. As a result it has

easily become the world's largest
local service airline as judged by all
usually accepted standards such as

passengers carried, express carried,
mail carried, and miles flown.
As evidence of the confidence our

company has in the future, we have
recently authorized the acquisition of
additional airplanes and equipment.
In addition, we are giving serious
consideration toward the purchase
of airplanes to replace the old' reli¬
able BC-3's now in use, and it is

entirely possible that we may decide on airplanes of
turbo-prop type. „:/■ V/y'-
As further expansion, our petition for the acquisition

of Lake Central Airlines, which we expect to be ap¬
proved by the Civil Aeronautics Board in the near

future, would permit us to serve additional cities in

Michigan, Indiana, Ohio and Pennsylvania, and would
save the Government approximately one-half million
dollars annually in subsidy and still increase airline
service to the traveling public in those communities by
almost 50%.
We find that inquiries for space and advance bookings

after the first of the year indicate a definite continua¬
tion of our trend of improved business. We believe that
the confidence generally expressed by business leaders
in the area we serve is well justified by economic con-,
ditions in it.

In summary, then, all indications available to us reveal
that 1956 will be considerably better than 1955. We
believe that our analysis has considerable barometric
value in forecasting the trend for the coming'year
nationally because of the great importance of the Middle
West, which we serve, to our entire economy.

ADMIRAL BEN MOREELL

Chairman, Jones & Laughlin Steel Corporation

Events since the end of World War II have proved
conclusively, first, that even in peacetime our country
needs great quantities of steel products of many kinds
and sizes; second, that the demand for these products
increases progressively at a faster
rate than the increase in population;
and third, that a healthy steel indus¬
try is a prerequisite for a heaxthy
American economy.
The all-time record production of

more than 116 million tons of ingots
in 1955 has strained our mills to the
utmost. Even so, we have not been
able to satisfy the demand. Demand
in excess of available supply would
ordinarily be looked upon as indica¬
tive of a prosperous condition. And,
it cannot be denied that 1955 was

the steel industry's best year. But
there are disquieting signs of trouble
ahead.

Although the industry has in¬
creased its capacity by one-third since World War II,

Arthur E. A. Mueller

Ben Moreell

this ha? not been enough to satisfy both civilian and
military needs in the current boom.
What about the future? With the prospective in¬

crease in population and rising per capita uses of steel
products, we will need 30 million ingot tons of new

steelmaking capacity over the next 10 years. This must
be complemented by the development of raw materials
(iron, ore, coal, limestone) and the finishing equipment
needed to convert ingots into finished steel products.
This essential expansion of the steel industry at a time

when construction costs are at an all-time high is a
major concern of steel producers today. And it is also
a matter of great concern to the many other industries
which look to the steel industry for their raw materials,
i.e., steel products. The great industrial growth which
is forecast for our country in the decade ahead cannot
take place unless these steel products are made available
in tne kinds and quantities needed.
Of the 30 million ingot tons of new capacity which

must be built during tne next 10 years, one-third (10
million ingot tons), together with its complementary
processing equipment, can be obtained by expanding
existing installations (the so-called "rounding-out proc¬
esses"). The remaining two-thirds (20 million ingot
tons) will have to be built from the group up (so-called
"grass-roots" plants). The capital cost of such expansion
is about $150 per ingot ton for "rounding out" and $350
for new plants, respectively. These figures include work¬
ing capital and the cost of developing raw materials.
Therefore, t'e industry is faced with a construction bill
over the next 10 years of $8'% billion for new capacity.
To this should be added an additional sum of about $7V2
billion to replace existing wornout and/or obsolete
equipment. This makes a total of $16 billion for capital
improvements over the next 10 years.
Where is this money to come from? Our current de-

■r preciation charges, being based upon original costs which
are much lower than present and prospective replace¬
ment costs, are inadequate to cover the cost of replace¬
ments for existing equipment. This means that earnings,
which have already been taxed at 52%, must be retained
fin t..e business to make up this deficiency. In order to
discharge its obligation to keep pace with an expanding
American economy, the steel industry must enter the
money markets for huge amounts of investment capital.
Will it be able to get this money? : " - V
In order to do so, the industry must be competitive

with other industries which are also seeking capital. We
must be able to offer a degree of security and a return
on investment such as to attract investors. JC-
This means that we must have sufficient earnings to

meet all normal requirements and have enough left over
to pay the investor a fair return, not only in boom times
like the present, but also in times of less economic

activity, i.e., when we are operating at considerably
less tnan 100% of rated capacity.
Where does the steel industry stand in the competitive

financial race? The annual report of the earnings re¬
sults of 45 major industries (per cent return on net
assets) published by the First National City Bank of
New York, over a number of years has shown the steel
industry near the bottom of the list. In 1954, the steel
industry stood in 32nd position. Thirty-one industries
had a better financial performance; only 13 had poorer

; I results. This is not a healthy condition in view of the
. importance of the steel industry to our national economy
and our national security, and particularly in view of
the great financial obligations which lie ahead for the
industry.

Sincejjthe end of World War II the industry has spent
and is now spending large sums for modernization of
plant and facilities. Additional large expenditures are

being made for research and for development of new
and improved products and methods; New management
techniques are being developed. In short, the industry
is vigorously*- pursuing all practicable measures which
give promise of resulting in lower production costs and
improved steel products.
This brings us to the much disputed matter of steel

prices.
. Although the price of steel has risen substantially in
the postwar period, the rise has not been enough to
place steel in a position of "parity" with other indus¬
tries. The price rise is calculated from a date when the
steel industry was not earning sufficient profits to make
it competitive in the investment market. Therefore, to
correct this deficiency, steel prices would have to rise
more as a percentage of the base period price than
would prices in other industries which enjoyed a much
better profit position during the base period.,
It is of utmost importance that we distinguish between

the "real cost" of steel and its "list price." In times of
steel shortage, listed mill prices do not truly reflect the
"real cost" of steel to the user. Whenever the user is
forced to resort to costly "conversion deals," or the pur¬
chase of warehouse steel to fill out his manufacturing
requirements, or piecing together odd sizes, or utilizing
for fabrication pieces which would normally be scrapped,
or using more expensive grades and/or secondary prod¬
ucts because normal grades and prime products are not
available, or when the user is unable to maintain ade¬
quate inventories to insure continuous production—then
the "real cost" of steel to the user is substantially
greater than the published mill price.
During one of the severe shortage periods since the

war, one cf our largest customers told me that "conver¬
sion deals" alone increased the average cost of all the
steel he used by $5 per ton over listed mill prices.
In short, it has now become axiomatic that "low priced

steel" in short supply is really "high cost steel."
The industry has made great progress since World

War II. Our securities are now regarded with much
greater faVor than for many years past. Our profit posi¬

tion is improved. Price increases and the stability of the
price structure have contributed importantly to our

improved position. But we have not yet achieved our

goal. I am sure that we cannot achieve it without a con¬

tinuation of our modernization and expansion program
and without further price increases.
The industry is keenly aware of the fact that price

increases must be gauged in such manner that our prod¬
ucts will not be priced out of the market. We are in
keen competition not only within the steel industry but
also with other competitive materials and with goods
and services which have a strong appeal to the customer
with money or credit. The objective is to establish a

price structure which, by assuring the industry's com¬

petitive position in the economy, will assure the integ¬
rity of the industry and thus its ability to serve that
economy.

'Jones & Laughlin Steel Corporation's expansion and
improvement, now under way, involves a total capital
outlay of $750,000,000 and, when completed in 1958, will
increase our capacity from 4,800,000 ingot tons of steel
to 7,000,000 tons.

J. J. NOLAN, Jr.
President, The Central Foundry Company

Since the cast iron pipe industry is so closely allied
with the building industry and because so many opinions
have been offered as to the probability of progress in the

. year 1956, it is very difficult to forecast the outlook for
cast iron pipe. However, in my opinion there will be
a period in the first part of the year when the industry
will find a much slower pace but because of the evident
need for construction in many fields, including resi¬
dences, hospitals, schools and industrial, the whole year
should give a very satisfactory volume. What action is
taken in the mortgage and credit fields will necessarily
determine the rate at which building will go forward.
If actions are not too drastic I believe funds will be

forthcoming from many sources that would provide the
impetus for good business in the building field. The
continued smooth flow, however, may be interrupted
while the contemplated actions in the credit field are

being worked out. All in all, I believe 1956 will measure
up close to 1955.'

-/ V-V '/"/'• ..

P. J. NEFF :

Chief Executive Officer, Missouri Pacific Lines ;

The year 1956 will be a year of decision for the rail¬
road industry generally and the Missouri Pacific Lines
in particular. From an industry standpoint, solution of
the unfair competitive position the railroads occupy in
America's transportation scheme due
to government policies will be an
issue before the Congress. For the
first time since competition entered
upon the transportation scene, an Ad¬
ministration has recognized the ine¬
quality that exists between various
modes of transportation and has had
the courage to do something about
it. All eyes of the transportation
world will be upon Washington this
year, hoping and expecting that Con¬
gress will restore competitive pric¬
ing in transportation to the market
place—where it belongs.
From the Missouri Pacific's par¬

ticular standpoint, 1956 will be a p. j. Neff

year of decision, for we look forward ;

to the termination of the bankruptcy proceedings under
which this property has operated since 1933/ Missouri
Pacific was the first railroad during the depression days
of the '30's to file a petition in bankruptcy under Sec¬
tion 77-b and it is the only major railroad still under
the jurisdiction of the Federal Courts;
From a business standpoint, 1955 has been a good year

for MoPac and we look forward with moderate optimism

to a continuance in 1956. 1955 carloadings were 7%

higher than 1954. System gross operating revenues are

estimated at $300 million for 1955, up about $15 million
over 1954. We expect to bring down to net income a

little more than $17 million. For the new year the traf¬
fic outlook is equally as good as in 1955 but rising costs

of materials, supplies and taxes, plus wage increases
of $131/4 million last year—unless offset by the 7% freight
rate increase which the carriers have asked for—will

reduce our net income this year.

Missouri Pacific is enjoying the economies of diesel

locomotive operation since the last steam power was

retired in April, 1955. Old facilities, such as coal chutes,
roundhouses and water tanks, have been removed and

old steam locomotive shops have been converted into
modern facilities for servicing and maintaining diesel
units.

In th& field of communications, Missouri Pacific Lines
has made great strides in recent years. All diesel loco¬
motives and all cabooses are equipped with radio for

cab-to-caboose communication and from trains to way¬

side stations. Also in the communications field, a cen¬

tralized telephone checking system was installed this
year in the Kansas City freight station to expedite the
loading and unloading of merchandise freight. Walkie-

Continued on page 52
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C. F. Norberg

Continued jrom page 51
talkies in freight yards are also coming into use on the
Missouri Pacitic.

i'',' In the year just ended, Missouri Pacific has added 1,500
box cars to its freight car fleet and has programmed a
similar number of cars for 1956. Extensive repairs have
been given to 3,000 box cars, putting them in condition
for handling high class freight.
Early in 1956 Missouri Pacific will establish its version

of train-truck service. Instead of loading the complete
trailer on flat cars, Missouri Pacific will lift the truck
body from the chassis with a traveling crane, transport
the body in an open top, flat bottom car and at destina¬
tion again place the body on a chassis lor delivery of
that merchandise to the consignee's door. Missouri Pa¬
cific will initially establish this service between St. Louis
and Kansas City.

C. F. NORBERG '

President, The Electric Storage Battery Company
It is my opinion that the prospects are bright for the

industrial storage battery business in 1956. This im¬
portant segment of the storage battery market usually
follows fairly closely the trend of the general economy.

. vVith capital expenditures expected
to reach record-breaking propor¬
tions as the major industries prepare
to expand their productive capacity,
the industrial storage battery busi¬
ness should benefit.
Industrial battery manufacturers

already are beginning to feel the
effects of expansion in commercial
aviation, electrical power generat¬
ing facilities, and such vast water
supply projects as the Chicaeo tun¬
nel and the Delaware aqueduct. ■

Motive power and railways are
the primary areas in which 1956
looks most promising for industrial
batteries for both original equip¬
ment and replacement. Motive

power services include industrial trucks for materials

handling and battery-powered mining equipment, while
railways use batteries for Diesel locomotive starting,
passenger car lighting and air conditioning, and sig¬
naling. . ■ ,sy:. .

The constant expansion of utilities and telephone
services which is closely related to population growth
also holds promise of increasing sales of industrial stor¬
age batteries, which now are used in more than 250
applications touching virtually every phase of modern
living.
Sales to the Government of batteries for a variety of

standard and special applications will depend upon de¬
fense spending allocation. We are hopeful that we can
maintain our 1955 level of sales in the category.
The automotive battery industry, too, should enjoy a

good year in 1956. As reported to the American Asso¬
ciation of Battery Manufacturers, it has been estimated
that total sales of automotive replacement batteries for
1955 will aggregate 24,300,000 units. The estimate for
1956 is put—conservatively,, I believe—at 25,000,000 re¬
placement units, an increase of approximately 3% over
1955 unit sales. We shall see most strongly this year
that many of the new vehicles which went into service
in 1954 will be needing replacement batteries. Hence
an increase of 700,000 units over 1955 is conservative.
At the same time, total motor vehicle registrations in

1955 are estimated at 61,301,000, an increase of nearly
3,000.000 over 1954 when 58,590,000 vehicles were regis¬
tered. Sales of 8,000,000 new automobiles and 1,250,-
000 new trucks indicate a total of 9,250,000 motor ve¬
hicles produced in 1955. Since the automotive industryhas revealed that it expects its 1956 production of new
cars and trucks to be about the same as 1955, the total
requirements for replacement and original equipment
batteries in 1956 will be in the neighborhood of 34,000,-000 units. Field [Stocks of automotive batteries were
by no means excessive at the end of 1955, anotherfactor that augurs well for 1956 in this important market.

RAYMOND OLSON
President, Mutual Trust Life Insurance Company,

Chicago, 111.

_ What's ahead for business in 1956? Trouble. What
kind of trouble? All kinds of trouble.
We have had it too good. It has been too easy to

be comfortable. Nice new two cars, nice new two tele¬
vision sets, nice new everything and our credit has been
absolutely good. We have not a worry in the world so

long as we do not miss a single pay check.
But, in 1956 pay checks will be missed and then there

will be trouble. The automobile industry pushed too
hard. That market is now glutted. Cutbacks in Detroit
will produce cutbacks in Pittsburgh and Chicago, and
the repercussions will be felt throughout the land.
Because the automobile industry has been responsible

Sor the greatest part of the increase in instalment debt
it will be the whipping boy. Like the banks and the stock
exchanges in the early 'thirties, it will have to bear the
brunt of Congressional and Department of Justice actions.
All of us will be hurt. Those of us who keep our own

personal affairs and our company's affairs in the strong¬est condition will be hurt less and we will be in a better
position to mend the damage done by the egomania of
the automobile industry. I

Robert G. Page

ROBERT G. PAGE

President, Phelps Dodge Corporation
The year 1955 was notable for an uninterrupted rise

in the level of industrial activity. The copper industry
shared in this high rate of activity. When the records
for the year are final, refined copper consumption in

the United States will be found to

be close to 1,400,000 tons as com¬

pared with 1,232,000 tons for the
year 1954—a rise of about 13%. The
peace-time record for copper con¬

sumption in the United States was

1,438,000 tons established in 1950,
but consumption in that year was

substantially increased by the out¬
break of fighting in Korea at mid¬
year.
The increase in industrial activity

in the United States was accom¬

panied by a continuation of the
upsurge in activity in West Europe.
Deliveries to foreign fabricators
during 1955 will be about 1,300,000
tons as compared with 1,247,000 tons
in 1954. Although not an all-time

record, copper consumption abroad in 1955 established
a new hign for the postwar period.
The satisfaction of the extraordinary copper demand

throughout the world in 1955 was rendered difficult
by a series of labor disturbances in the major copper

producing areas. Three of these labor disturbances de¬
veloped into major strikes—one in the Rhodesian cop-

perbelt during January and February which resulted
in a loss of about 40,000 tons of copper, one in the
domestic copper mines during July and early August
which resulted in a loss of about 80,000 tons of copper
and one in Chile which began Dec. 14 and has resulted
in a loss of about 20,000 tons of copper to Dec. 31. As
this is written, the status of the Chilean strike is un¬
certain. Total copper lost by strikes in the major pro¬

ducing areas thus amounted to about 156,000 tons for
the year. v .U: .-<v

Industry stocks of copper at the beginning of 1955
were at a minimum. Accordingly, these major inter¬
ruptions in production created temporary shortages of
copper which were mainly responsible for the several
advances in the price during the year. The loss of
copper during the Rhodesian strike in January and
February caused the foreign price to advance sharply
during the first quarter of the year and in March for¬
eign copper was reported sold as high as 45 cents per

pound.
The necessity for maintaining the flow to this country

of that portion of foreign production necessary to sup¬

plement our domestic production forced domestic con¬

sumers to meet the bids of foreign consumers in the
world markets and, inevitably, forced an increase in
the domestic producers' price from 30 cents to 36 cents
per pound. Once again, during the strikes at the do¬
mestic mines during July and August, the foreign price
advanced and the domestic price was forced to follow.
It rose to 43 cents per pound where it remained to

the end of the year. The price for copper produced by
the domestic smelters and refineries varied from 45
cents per pound to about 51 cents per pound during the
last part of the year. The higher price for this copper
was necessary as these smelters and refineries must

purchase their raw materials in the form of concen¬

trates, unrefined copper, and scrap in competition with
foreign custom smelters and refineries.

. The shortage of copper would have been worse if the.
Office of Defense Mobilization had not given aid to dis¬
tressed fabricators of copper by authorizing the release
of copper from the Defense Production Act inventory
and by permitting deferral of deliveries to the stock¬
pile. The British Government also helped to alleviate
the shortage by releasing 65,000 long tons from its
inventory. ... ;/

Despite the strikes during the year, domestic primary
production for 1955 will exceed 1,000,000 tons as com¬

pared with 864,000 tons during 1954. Foreign produc¬
tion for the year will probably exceed 1,600,000 tons
as compared with 1,500,000 tons in 1954. Domestic pri¬
mary production is currently at a rate of 1,128,000 tons
per year—an all-time record rate. Foreign production
toward the end of the year was running at a rate of

1,700,000 tons per year—also an all-time record rate.

Net primary imports during 1954 amounted to 368,000
tons and will closely approximate this level in 1955.
In the latter part of 1955 there was a tendency for net
primary imports to increase. This, if continued, will
tend to further ease the domestic situation.

The continuance of a high level of demand for copper
in 1956 will depend upon the maintenance of a high
rate of industrial activity, particularly in the construc¬
tion and consumer durable goods industries both here
and abroad. Most forecasters are cautiously optimistic
on the outlook for 1956. However, even though indus¬
trial activity in 1956 does average higher than that of

1955, fears of a continuing copper shortage are exag¬

gerated. New mines and completion of new facilities
at existing mines are expected to increase production
during 1956 by more than 200,000 tons. This additional
production providing the industry is not subjected to

prolonged strikes, will materially aid in meeting any
increase in demand for copper in 1956. 1

W. A. Parish

W. A. PARISH

President, Houston Lighting & Power Company
Houston Lighting & Power Company experienced in

the year 1955 one of the best years of its history. We
look toward 1956 in anticipation of substantially as good
year, or perhaps a slightly better one. The economy

of the area served by our Company
is well diversified, embracing sub¬
stantial industrial, agricultural, and
import-export activities.
The construction of new homes

and commercial buildings throughout
our services area is running at an

indicated rate of approximately 20,-
000 units per year, and we expect a
like growth in 1956. The shift in
the trend of new home-starts has
been toward a lower cost dwelling
unit rather than a decrease in the
number of units. Our chemical in¬

dustry is running at near capacity
and is still expanding with respect
to both existing plants and the con¬
struction of entirely new plants.

Future increases in the use of air conditioning are

particularly encouraging even though we serve one of
the most air-conditioned areas in the nation.

This Company's plans for construction and expansion
during 1956 evidence our confidence in the continuing
growth and development of the Texas Gulf Coast. Con¬
struction expenditures for the year ahead are expected
to be approximately $34,000,000, including such projects
as the commencement of a second 165,000 kw generating
unit at our new Bertron plant. We will also begin
construction of additional 132 kv transmission facilities
.to Galveston Island and between our Webster Plant
and the Angleton, Texas area. The principal purpose
of these new lines and plants is, of course, to supply
the rapidly increasing demands for electric power in
these areas. We shall also construct two new service

centers, one south of and the other northwest of Houston,
carrying forward a long range plan for decentralization
of operations and better service to our customers in
Harris County.
All in all, we look forward to a very satisfactory

year in 1956. This view is bolstered particularly because
of the many projects already underway and in sight
which will be developed throughout the year.

MUNDY L PEALE

. President, Republic Aviation Corporation
The nation's aviation industry expects in 1956 a year

of fairly steady production, with some adjustments in
employment, and increased emphasis
on research and development. We ex¬

pect industry to produce about 12,700
planes, about the same output as in
1955, of which 8,400 were for the
military. These figures are based on
statistics of the Aircraft Industries
Association. , i
ii- Based on government policies of
steady peacetime procurement for
air defense, production in the indus¬
try is in what is expected to be a
stable phase. Employment in the
aircraft and parts industry late in
1955 totaled 740,000 persons, up from
738,000 in mid-year. I expect indus¬
try-wide employment to- remain at
about the 740,000 level for 1956. This *

figure compares with 768,000 for 1954 and 779,000 for
1953, when results of the rapid production build-up
during the Korean War were still being felt.
Great benefit will result to the nation from a govern¬

ment policy of maintaining a sizable Air Force in a

continuing up-to-date condition. The aviation industry's
ability to rely on a program of steady and orderly pro¬
curement of aircraft of continually improving perform¬
ance enables us to invest with confidence in a stepped-up
program of research and development.
It is through intensive research that we shall be able

to solve the secrets that we are being confronted with in
higher and faster flight. That is the only means by
which we can assure ourselves of continued progress and
leadership in airpower for defense.

Republic, for example, is in the midst of a two-year
$12-million expansion program, financed from company

earnings, that heavily emphasizes new facilities for re¬

search and development. The program provides for a
concentrated research assault on problems arising from
the "thermal barrier," the point in very high-speed flight
where heat generated by friction of air against metal
causes most of the alloys used in today's aircraft to lose
strength. New testing and computer equipment also will
facilitate pre-testing of new developments to prove them
out at an early stage. This will help us make our techni¬
cal advances at the lowest possible cost.

Current volume-production items at Republic are the
F-84F Thunderstreak, atom-bomb-carrying jet lighter-
bomber that holds the transcontinental speed record of
652 miles an hour, and the RF-84F Thunderflash, very
high-speed photo-reconnaissance plane.' Both are going
to the U. S. Air Force and Allied Air Forces in the North
Atlantic Treaty Organization.
The company's F-105 fighter-bomber, the nation's new¬

est supersonic airplane, made its first test flights late in
1955. Other craft in work at the company include the
RF-1C5 photo-reconnaissance plane and the XF-103,
secret, very advanced interceptor. -

Mundy I. Peale,
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J. H. PENICK

President, Worthin Bank & Trust Co., Little Rock, Ark.

Business will be as good in 1956

in this area as it was in 1955. Some

tightening of consumer credit and

. real estate financing, but plenty of

." funds for commercial lending. Agri-

. cultural areas not quite as favor-
*•

able, but approximately the same

as in 1955. ;
„

James H. Penick

David Perrot

DAVID PERROT

Chairman, Norbute Corporation

Satisfactory progress has been aCdofffpfished by the
Norbute Corporation in the six months since its diversi¬
fication program began. The combination of engineering
talents and resources brought together through the com¬
pany's series of acquisitions is paving
the way for increased growth and
development.
Our estimated annual sales volume

at this time is $8,000,000 and earn¬

ings in the third quarter of 1955 were
$208,177. Sales for the first nine
months of 1955 were $3,701,482 and
earnings were $407,914. Sales and
earnings of the corporation were

purely nominal in 1954 and prior to
May 1, 1955, when Jackson & Church
of Saginaw, Mich., and the Metalab
Equipment Corporation of Hicksville,
Long Island, were acquired by the
company as operating divisions.
Jackson & Church, established in

1881, is a well-known manufacturer

of industrial process machinery and warm air heating
equipment. In addition, this division of Norbute is now

engaged in the development of light-weight building
products and holds a 50% interest jointly with National
Cylinder Gas in Tube Turns Plastics, Inc., of Louisviile,
Kentucky. ' ' ,

Metalab designs and manufactures all-metal laboratory
equipment and furniture. Principal customers of the
Metalab division are in the industrial, institutional and
educational fields. . ^ ; '

An interchange of engineering talent and ideas has
resulted from the combination of these units, and each
unit has so far been able to benefit from the knowledge
of the others. We feel that this interchange will result
in new and more advanced engineered products that will
add materially to Norbute's earnings.

ERVIN PIETZ

President, Barry Controls Incorporated

A 20% increase in new business is expected by Barry
Controls Incorporated in 1956.

We expect that the increase will come primarily from
increased sales of machinery mountings and from special

suspension systems developed by
r :vT-y>•■'" Earry for guided missiles. Our com¬

pany produces a complete line of
shock, vibration and noise control
devices for both industry and the
armed forces.

Though the total billings lor 1955
will be about the same as for 1954
the new orders received increased
by 15%. However, a figure that is
even more significant to the future
of the company is that the percent
of nonmilitary business to total busi¬
ness increased by 10% during 1955.
Sale of the industrial machinery

mounts is continuing to increase and
is making a substantial contribution

. . 1 : to amount of. nonmilitary business.
To further boost the nonmilitary share of the com¬

pany's operations, Barry is expanding its product line
on the industrial machinery mountings, and is empha¬
sizing applications of the mounts in other than the metal-

working industry, where the mounts have gained wide
acceptance.

During the last half of 1955, Barry's engineering
department has been expanded, and a number of unusual
and complex problems in protecting electronic equip¬
ment in guided missiles have been solved. The units

used in the solution of- these problems are now in the

experimental stage, but production is expected to start
on them during 1956.

A new building located adjacent to the company's
present quarters in Watertown, Mass., to be completed
this month, will increase space by 60%. This will enable
Barry to accommodate the expected increased volume
cf business.

Ervin Pietz

Joseph N. Pew, Jr.

W. T. Piper

JOSEPH N. PEW JR.

Chairman, Sun Oil Company

The oil industry is beset with many problems which
at time make us wonder if we are not almost in a

different world from most other
industries.

. So far as our business is' con¬

cerned, I can see very little change
in the months ahead. We are in four
major industries—production, trans¬
portation, manufacturing and mar¬
keting. The factors of supply and
demand in each of these four great
divisions seem at times to vary with
complete independence one from
another. \ Therefore, the emphasis
sometimes switches drastically, de¬
pending on the rate of discovery of
new production in the field, trans¬
portation variables whether at sea or
on shore, progress of highway devel¬
opment, and sales depending on the

moods of the consuming public. All in all, however,
these seem to balance out into one which is reasonably
in balance.

W. T. PIPER

President, Piper Aircraft Corporation

1955 has been an unusually good year for the light
plane industry and unless conditions change materially
for the worse, it looks as if 1956 will be even better.
There has been a great change in the thinking concern¬
ing aviation and a corresponding
change in the kind of planes which
are being produced.
For many years, practically all of

the light planes made were for two
passengers and had both limited
speed and range. As the airports,
navigational aids, radios, and en¬

gines were improved, the airplanes
were made larger and more useful.
All of these things had to develop
together.
For many years most of the air¬

liners had two engines, but the small
planes had but*one engine; Most
pilots do not like to fly in doubtful
weather, at night, or over a large
expanse of water with one engine, so
a demand developed for planes with two engines. Until
four years ago, no satisfactory small Twin was available.
Since that time, Aero Commander, Beech, Cessna and
ourselves have all designed easy-to-fly Twin engine air¬
planes, seating anywhere from four to seven passengers
and the price ranging from $35,000 to $80,000.
These planes have proven exceedingly useful. Private

owners,.contractors and executives in small factories are

buying them in large numbers and as time goes on, the
big companies which now have a small number of ex¬

pensive planes for the top executives will doubtlessly
purchase the small Twins for the less important em¬
ployees to use.

These small Twins are going to revolutionize non¬
commercial flying. They will be flown regularly over
the top of cloud formations and they will be used very
extensively at night. Flying high is much safer than
staying under the overcast and the future should see
an enormous increase in charter work and executive
travel in airplanes.
The first cost of these airplanes is too high for many

of the operators of small airports, but when they have
passed through several hands, the price will be reduced
so that the operator of any active field will be able to
get one at a price that he can pay.
We, in the industry, feel that we are now on the right

road and that the small plane industry will increase in
volume steadily.

W. B. POLLARD

President, National Bank of Commerce,
Memphis, Tenn.

The year 1956 begins with business at a very high
level; in fact, almost boom proportions. The inciease
in business during the past year, as measured by the
Federal Reserve index of industrial production, in¬

creased from 132 to 142, or 7%, dur¬
ing the year. While in most quarters
the level of production is expected
to maintain a higher level than dur¬
ing 1955, especially during the first
half of next year, expectations are
that the total rise in production
should not be as great as in 1955.
Employment and wages are near

an all-time high and if there should
be tax reduction in 1956, individuals
would be left with a corresponding
increase in purchasing power. '

Surveys show non-residential con¬
struction will be about 7 to 8%
larger than in 1955. The McGraw-
Hill, from a study of business plans
for capital spending in 1956, reports

an intention to increase spending for new plants and
equipment by 13% over 1955. Manufacturing industries
indicate possible increases in investment up to 30%;
railroads 27%; commercial firms 10%. Public construc¬
tion, including roads, schools, and public facilities, should
be larger than in 1955. Defense spending is being
planned at a slightly higher level than last year. Resi¬
dential construction is expected to be less than last year,

W. B. Pollard

due to some extent to the reduction in the terms of long-
term mortgages from 30 to 25 years, and to slightly
higher interest rates.
There are four weak spots in the economy:

(1) There is undoubtedly an excess of residential
building in some areas with resulting falling prices in
old houses and increasing numbers of houses for rent.
It is generally believed by many that terms were too
liberal on many types of U. S. guaranteed loans for resi¬
dential building and that this type of debt was becoming
excessive.

(2) Consumer credit has expanded very rapidly and
terms have become very liberal— from nominal to no
down payments. Liberal credit terms of 36 months or
more were at least partially responsible for the large
number of automobiles sold in 1955. Higher prices and
higher interest rates seem to have placed some damper
on the sale of new models. Credit for purchases of appli¬
ances has also greatly increased, with terms of no down
payment to very small down payment having been of¬
fered in many cases. While such credit may be repaid
if individual earnings remain high, any material arop
in employment or in individual earnings could have seri¬
ous results on instalment credit and upon repossession
and resale of repossessed items..; The present credit sit¬
uation fully warrants a careful screening of such credits
and certainly a determination of what the prospective
borrower already owes on instalment credit; and the
chances for the stability of his income.
(3) Agriculture continues ;to have difficulties in a

cost-price squeeze. The 1955 yields of crops have been
very favorable in this area, witn good incomes to many
producers. Increased mechanization and reduced acre¬

age have tended to reduce the number of people on
farms with a corresponding reduction in business in
some of the smaller towns in the agricultural areas. In¬
dications point to further acreage restriction in 1956 and
reduced support prices for cotton, corn, wheat and rice.
Hog prices have been very low recently but hopes are
that the prices-should stabilize and perhaps be some
stronger in the last half of 1956. The decline1 in cattle
prices seems to have leveled out with prospects of as
good or better prices in 1956. Over-all agricultural in¬
come will likely again decline in 1956. •

(4) The business inventory position provides a big
question mark. Inventory accumulations generally run
from 12 to 18 months. A year ago business inventories

, were being liquidated at an annual rate- close to $5 bil¬
lion. During the last quarter, inventories were being
accumulated at the rate of $2x/2 billion per year; thus,
the total swing in inventory position has been over
$7 billion per year. Total business has risen during the
same period by almost $7 billion per year, and the stock-
sales ratios are generally lower than a year earlier. The
inventory buildup is not likely to be as rapid in 1956 as

during the past 12 months and any change in attitude
again to lower inventories would greatly lessen the de¬
mand for many products.

Industry continues to move into this area. Ample na¬
tive farm labor, favorable climate and adequate low-cost
electricity are attractive. The Mid-South area has made
tremendous strides in electric power production and
utilization. The following table shows power production
in millions of kilowatt hours in 1940 and 1953:

State 1940 ; 1953

Tennessee __ _____ 2,453 - 14,467
Arkansas 222 3,746
Missouri 1,605 5,107
Mississippi 67 2,476
Louisiana ________ 2,035 6,274

Electric power production and utilization have con¬

tinued to increase in 1954 and 1955, with power sales to
both residential and industrial users having increased
by about the same volume.

Business in 1956 seems destined to start at a very high
rate, but with competition keen. Even if the pace of
business should slow down during the year, 1956 should
prove to be one of the better years— especially for the
business which operates with efficiency and energy.

ABNER S. POPE

President, The Seaboard Citizens National
Bank of Norfolk, Va.

Looking ahead — When you consider the many
things effecting business, there are

indications that the economy will
level off in 1956; however, the fc-J
momentum of a boom year, expected fflr _ fc
individual wages at a higher level, |f
an upward trend in expenditures by || __ II/;
Government, States and Municipali-
ties, justify the prediction of another ® imm

good year. Expanding business has
created a strong demand for loans,
resulting in higher interest rates
encouraged by the desire of the Fed¬
eral Reserve Board to curb inflation

tendencies, but increased interest
rates alone will not deter the con¬

sumer-spender, SO we must look Abner S. Pope
beyond the November election for

developments to disturb the fickle confidence factor.

Continued on page 54
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Gwilym A. Price

Continued from page 53

GWILYM A. PRICE

Chairman and President, Westinghouse Electric Corp.

The strike at Westinghouse plants, which began on
Get. 17 of last year, has naturally had a disruptive effect
on the company's operations for the year. It has, unfor¬
tunately, overshadowed a great many significant devel¬

opments and achievements in all di¬
visions of Westinghouse during 1955.
Nevertheless, these achievements tell
the real story of our progress during
the year and will, we are sure, play
a very effective role in shaping the
company's future.
Westinghouse operations in 1955

were highlighted by unprecedented
expansion of facilities for research
and development, and a continuation
of outstanding accomplishments in
the field of atomic energy. Six ma¬

jor new facilities were placed into
operation or were well under way.

Especially significant was the com¬
pletion and occupation of the new
multi - million - dollar Westinghouse

Research Laboratories in Churchill Borough, near Pitts¬
burgh. These laboratories, most modern in the electrical
manufacturing industry, are a natural and necessary out¬
growth of the increased emphasis we are placing on
research, particularly fundamental research—the cor¬
nerstone upon which scientific progress rests. Inevitably
such research provides the answers to practical prob¬
lems, and paves the way for the technical advances which
make possible the products of tomorrow.

During the year, our research scientists made a num¬
ber of valuable contributions to fundamental scientific
knowledge. These include: (1) The discovery of a new

property of metals at very low temperatures which sheds
new light on the unique flow of electric current in these
materials; (2) the attainment of vacuums so perfect they
approach the emptiness of outer space; (3) further in¬
sight into the "secrets" of the behavior and preparation
of metals and alloys; and (4) greatly improved under¬
standing of such phenomena as electroluminescence,
semi-conductors, and the atomic structure of metals.
As this fund of basic knowledge was increased, other

scientific contributions of the past reached fruition dur¬
ing 1955 in a long list of technical advances by the com¬

pany. Achievements were recorded in new and improved
products, new engineering developments, and new manu¬
facturing techiniques.

Typical of these developments are:

A new high-temperature insulating enamel for copper
wire; " "v/:...
New and improved methods for refining titanium and

other hard-to-get metals;
A new, large-screen color television tube;
A transistorized torpedo control for the U. S. Navy;

Propulsion equipment for the nation's first super-air¬
craft carrier, the "Forrestal";
A revolutionary x-ray movie unit;

f Development of improved magnetic materials;
Introduction of large power rectifiers made of silicon;
A new method of water sterilization using ultra-violet

lamps. , ,,

Also during the year, we completed what we believe
to be the most complete facility in industry for the
development of new metal alloys and metallurgical tech¬
niques. Located at Blairsville, Pa., this plant permits the
design and pilot-scale production of new and improved
metals and alloys—bridging the gap between the metal¬
lurgical research of today and the materials from which
we will build the products of tomorrow. .

Plans were completed in 1955 for the world's first in¬
dustry-owned materials testing reactor at a cost of $6,-
500,000. It will be used for the full-scale testing of atomic
power plant components under actual operating condi¬
tions, and will help answer some of the most pressing
problems now facing the atomic power industry.
The year also saw the completion of an expansion

program at our steam division in South Philadelphia, Pa.
Included in this expansion is an ultra-modern research
and development laboratory which will provide the fa¬
cilities for an attack on many of the problems whose
solutions will lead to major advances in the design of
steam and gas turbines.
Construction of a $12,500,000 Westinghouse jet research

and development center began in 1955. Located at Kan¬
sas City, Mo., this center will provide for research and

development on new jet engines and for improving
existing types;
At Baltimore, Md., a $7,000,000 expansion of our mili¬

tary electronics operations was started during the year.
This includes extensive engineering, manufacturing, and
laboratory facilities.
Also under construction, and now nearing completion

at Sharon, Pa., is a new sound laboratory for the devel¬
opment and testing of improved transformers.
Another outstanding example of the fruits of technical

progress was the company's decision during 1955 to en¬
gineer and manufacture a whole new group of devices
which only a short time ago were in the hands of our
laboratories.

A director systems department was organized to engi¬

neer, manufacture, and sell our new Cypak systems.
These control systems, containing transistors and mag¬
netic amplifiers and having no moving parts, are a
significant forward step toward completely automatic
manufacturing processes.

Applying these principles to our own operations, we are
now building the company's most advanced and highly
automatic manufacturing facility at Youngwood, Pa. This
ultramodern plant will be a close approach to true auto¬
mation and will manufacture transistors, rectifiers, and
other semiconductor devices.

During 1955, the company continued its outstanding *
record of achievement in the field of atomic power.

Early in the year, the submarine "Nautilus" went to
sea, propelled by energy from a reactor built by West¬
inghouse for the Atomic Energy Commission and the
Navy. The historic message, "Under way on nuclear
power," heralded one of the company's greatest scien¬
tific and engineering achievements and opened the era
of useful power from the atom.
In 1955, the Navy awarded Westinghouse a contract -

to design two additional nuclear reactors for submarines, .

and we currently are working on the first reactor for -
a large surface vessel.
Construction is proceeding rapidly on the world's first

full-scale reactor plant for an electric generating station.
The reactor is being built for the Atomic Energy Com¬
mission. The station, to be operated by Duquesne Light
Company, is being erected at Shippingport, Pa., and is
scheduled for completion in 1957.
A 150,000-kilowatt atomic-electric generating station,

to be built by Pennsylvania Power & Light Company,
was announced in 1955. Westinghouse is co-developer
with PP&L in the design of the pioneering homogeneous-
type reactor, and will supply the reactor and related
electric generating equipment.
In 1955, atomic energy took on an international flavor.

Shortly after our participation in the International Con¬
ference on Peaceful Uses of Atomic Energy, Westing¬
house became the first American company to market an
atomic power plant abroad. The plant will be built by
Westinghouse for the Syndicat d'Etude de l'Energie Nu-
cleaire of Belgium. The Belgian plant is expected to be
the first operating atomic-electric power plant to be
financed entirely with private capital.
It is the ninth reactor project announced as the re¬

sponsibility of Westinghouse in the fast growing, new
atomic power industry.
While a combination of circumstances made 1955 an

unsatisfactory year for Westinghouse as to sales and
earnings, we are confident that'our greatly increased
production facilities will contribute much to an improved
1956. At the same time, our accomplishments and un-

equaled facilities in research and engineering will insure
the long-term growth of the company in the dynamic
electrical manufacturing industry.
Sales and earnings were adversely affected during the

year by diminished backlogs of orders for heavy appa¬
ratus resulting from a decline in new orders for this
equipment in 1953 and 1954; by the cancellations of or¬
ders for defense products; by extraordinarily heavy ex¬
penditures required to get production under way in
numerous new plants; by the high cost of the rapid amor¬
tization of new facilities and, most seriously of all, by
the unprecedented amount of production lost through
strikes and work stoppages.

Fortunately, most of these problems are behind us.

Although price competition was severe, new orders for
heavy apparatus booked in 1955 showed a substantial
gain over 1954 and our backlog for this equipment is
now well above the level prevailing at the beginning of
the year. In defense products also the backlog of orders
is again building up. The $296,000,000 expansion program
begun in 1951 is now completed and the many fine new
facilities we have built are fully staffed. With resump¬
tion of normal operations, we can look forward to an

increasing contribution to earnings from these facilities.

Despite the many difficulties we faced, particularly
in the early part of the year, there was good evidence
that the company was making a recovery and that our
performance for 1955, while below that of 1954, would
be creditable. This prospect, however, was thwarted by
the adamant and paradoxical stand of the International
Union of Electrical, Radio and Machine Workers (IUE-
cio). "YYYy-v-;
This union, in August, signed a five-year agreement

with dur largest competitor providing for annual wage
increases, plus pension and insurance benefits and cost-

of-living wage increases. We prepared an offer equal in
value so that Westinghouse employes could share these
benefits and so that the company could look forward to
the same degree of labor peace and stability during the
next five years.

But the union said "no" and on Oct. 17 called its mem¬

bers out on strike. Unaccountably, the union leaders still
refuse from Westinghouse wage increases and other ben¬
efits equal in value to those

^which they accepted from
our principal competitor.
We firmly believe that our position is reasonable, and

that 'our offer is just. Eventually, the strike will end on

a basis that will not create a competitive disadvantage
for Westinghouse. When this settlement is achieved, we
are confident that Westinghouse will resume the excep¬

tionally rapid growth and progress it demonstrated

throughout the post World War II era, until 1955.

Milton R. Rackmil

MILTON R. RACKMIL

President, Decca Records, Inc.
President, Universal Pictures Co., Inc. ,

The entertainment business, particularly motion pic¬
tures and records, should continue to be prosperous
in 1956.

As President of both Universal Pictures Company and
Decca Records, it is my consistent
belief that the American public, now
more than ever, is eager for addi¬
tional, wholesome recreation.
The motion picture business has

benefited substantially from the ex¬

panding foreign markets. There is
every indication that our income will
continue to increase in the world
markets. . :

This, coupled .with the domestic
market holding up, should be an im¬
portant factor in the year ahead.
It is also clear that different media

of the entertainment business stimu¬
late the public's general appetite
for diversified recreation.
We feel that there is not one but

many publics. The desire to be amused is certainly an
international one. Our business is, like all others, related
to the general economy. YKYY ;YYvY:.:--:
With employment up, and with extra hours available

for leisure, it is my confident prediction that amuse-
'ment business will remain healthy and exciting.

L. J. RANDALL

President, Hecla Mining Company

In general, I believe the market for copper, lead and
zinc appears at least fair for the year 1956, although
many marginal zinc producers are finding it difficult to
produce zinc at the present price of 130 because of the
high cost of production. The future of zinc is, to some
extent, dependent upon the automotive industry.
The big difficulty appears to be the maintenance of

adequate ore reserves for domestic production from zinc
and lead mines in this area and throughout the North¬
west. In order to maintain adequate reserves, it is nec¬

essary that mining companies continue their exploration
for new deposits to replace those presently being mined
out. Exploration costs are very heavy as compared to
that of a few years ago. Furthermore, it is much more
difficult to find new deposits. If we are successful in
one out of ten tries, we feel we are doing fairly well. *

One of the greatest deterrents to the exploration for
new mines is our tax situation. It is true that we are
entitled to percentage depletion and there are many who
are not familiar with the problems of the mining indus¬
try who contend that this is a special concession. How¬
ever, let me assure you that this is not true. I doubt
very much whether I would be able to convince my di¬
rectors that we should go into any kind of an exploration
venture unless we were entitled to percentage depletion
in event you became successful. Percentage depletion
compensates, to some extent, for the nine failures you
have before you find a successful mining operation.
Our Federal income tax laws should be revised to per¬

mit a full write-off for exploration costs. At present, we
are limited to not more than $100,000 per annum and
after having taken such a write-off for four years, we
cannot take any further write-off. I believe that the
removal of the limitations on the write-off for explora¬
tion costs would help mining executives considerably in
presenting a proposed project to his Board of Directors.
Actually the government would not lose any revenue be¬
cause I am sure this would encourage exploration and
ultimately increase taxable revenues from the mining
industry. •/■YV:: Y ;:!
In summarizing, I think the present outlcok for oper¬

ating mines insofar as lead, zinc and copper are con¬
cerned is favorable. However, as these mines become
worked out, I am fearful that it may be difficult to re¬
place them with new deposits a few years hence.

MARTIN M. REED

President, Mergenthaler Linotype Company

This company, with its line of typesetting machines
and related parts and accessories is a prime supplier to
the printing and publishing industry. Our subsidiary,
Davidson Corporation, also supplies the printing and
publishing industry with small offset presses and dupli¬
cators, folders, offset printing plates and masters, and
similar equipment. As office equipment, most Davidson
products are also sold to a broad segment of American
financial, government, trade, and manufacturing organi¬
zations.

My statement, therefore, includes an evaluation of 1956
prospects for the printing and publishing industry against
a background of broad economic developments as well
as an appraisal of indicated growth possibilities in the
office equipment field.
During 1955, Gross National Product increased by about

$30 bjllion to an all-time high of $387-$390 billion. The
Federal Reserve's industrial production index climbed
10.4% to 138. This favorable general economic picture
was reflected in the level of activity within the printing
and publishing industry. Significant developments in¬
cluded:

(1) FRB Printing and Publishing Index—up about
5.8% to an indicated 127.

(2) Number of books published—up about 4.5% to an

indicated monthly average of about 1,050.
(3) Advertising in printed media—$7.4 to $7.5 billion

during 1955, with newspapers showing a gain of about
11% and magazines, about 9% over 1954 levels.
(4) Newsprint usage 8% greater than 1954.
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(5) Printing paper production about 7.5% greater than
1.954. . : ■

, (6) Continuing plant construction boom in the news-

, paper industry. ; - ;
The office equipment field also experienced significant

gains over the previous year. One indication of this is
an increase of about 15.2% in the McGraw-Hill new
orders index for office equipment. *

; The printing and publishing industry will undoubtedly
r* participate in whatever further general economic growth

occurs in 1956. Gross National Product is currently fore¬
cast at a level between $400 and $410 billion, with the
FRB index of industrial production expected to climb
to between 140 and 145. This rate of increase is, of
course, less than that experienced in 1955. Also, although
most forecasters agree that the first half will show fur¬
ther improvement over current levels, differences of
opinion exist as to what will occur during tae latter half.
During the first half, printers and publishers should

continue to benefit from high advertising and promo¬
tional expenditures. During the second half, a^possible
leveling off or moderate decline in general activity should
not disturb the upward trend of advertising. In ;the past,
periods of economic correction have usually been ac¬
companied by an intensification of competitive pressures.
This has served as a stimulus to advertising, barring a
severe economic shakeout. The degree to which news¬

papers can absorb increased advertising, however^jpay
be somewhat curtailed by newsprint shortages.
Conditions appear favorable for the office equiprpont

field during 1956. The distinct long-term trend toward
office automation and work-flow simplification should
encounter nothing on the economic horizon during 1956
which would halt further growth.

C. II. i REEME

President, The Udylite Corporation

-a

v.;..'. *

i.- .«

C. H. Reeme

We at Udylite feel certain of good business for 19[56;in fact, we expect to set a new sales record. '"J . ;
Our principle business is to provide for the needs, of

those who do electroplating, anodizing and other types
of metal surface treatment. We man¬

ufacture the various types of equip¬
ment, both for small and large
production. We develop the processes
and we provide the various metals,
chebiicals and other supplies used in
the processes. The Udylite Research
Corporation is constantly working on

development of better and more effi¬
cient processes. '
We obtain our business from many

fields but the greater percentage of
our dollar sales comes from the auto¬

motive, electrical appliance, metal
furniture, radio and >television, busi¬
ness machine and building hardware
industries.

According to a recent survey of ;
business plans for capital investment, expenditure for
new plant and equipment in 1956 will be greater; by
approximately 13% than during 1955. The automobile
industry has in process and under consideration some
very large expansion projects. The best and mqsit effi¬
cient equipment and methods are very necessary k) meet
the keen competition of that industry. While there is
some expectation that automotive production will be
down slightly during 1956 as compared to 1855, there
will be large sums spent in this field in new machinery
and equipment. In spite of the possibility of slightlyJjess
automotive production, I believe that all of the manu¬

facturers are looking forward to a very satisfactory year.
The household appliance industry is anticipating an¬

other wonderful year with sales of appliances even

greater than those for 1955. Residential housing jmay*be
slightly lower than 1955, but in this field also a yean of
highly satisfactory business is anticipated. .'■435s-';*-
We are nearing completion of a very substantial ex¬

pansion of our own facilities and we are, thereforepWell
equipped to take care of the anticipated larger volume
of business in a prompt and efficient manner. 5

ARTHUR REIS, Jr.
President, Robert Reis & Co.

\W *

The .year 1955 was a better one than its predecessor
for the men's wear industry. The year 1956 should,?be
even better. Through 1954 men's wear, in common with
the entire textile industry, received a steadily shrinking

percentage of the consumer dollar.
Figures in this respect for 1955 have
not as yet been published. However,
men's wear manufacturers and re¬

tailers alike have just had a hearten¬
ing six months of increased activity.
It may well be that the above situa¬
tion has changed. In any case, a sub¬
stantially growing population-should
increase the overall dollar purchases
of men's wear, irrespective jof
whether the percentage of the. con¬
sumer dollar remains at its present
low level, or not. ^

Our industry, nevertheless," has
been making strenuous efforts jto
improve its overall volume and prof¬
its, not content to rely on population

increases alone. New packaging and labeling havejaa^de
otherwise prosaic garments into vastly more inviting
items on retail counters. This is particularly true- of
white underwear that now invariably appears in brightly
colored cellophane packages. New finishes on fabfics
and new fabric blends are now suitable for ready

Arthur Reis, Jr.

ing and drying in the overwhelmingly popular automatic
washing and drying machines. Typical here is the
PERMA-SIZED finish on knit products of our own com¬

pany, as well as many "Wash and Wear" garments made
from a combination of DuPont's dacron and cotton. An
improved package as well as an improved fabric go a
long way in terms of stimulating increased sales.
Another important factor that should contribute to

increased industry volume in 1956 is the added emphasis
on style obsolescence or, stated differently, the increas¬
ing consciousness of the American male to dress more

stylishly. This renewed interest in better dress has per¬
meated all segments of the men's wear industry, but
particularly this is true of sportswear. New colors and
new combinations have appeared and have become ac¬

cepted. Additionally, the Italian influence came strongly
into play in 1955 with their casual open collars on sport-
shirts as a specific example. In 1956 the Italian (or
Continental) influence will no doubt gather more mo¬
mentum and a new style trend from the Pacific and Far
East will vigorously enter the style picture. The impact
of style on male buying can be exemplified by the fact
that a wardrobe consisting of only white shirts, comple¬
mented by one or two sportshirts of out-moded design
no longer is considered adequate by most men, regardless
of their income bracket. \
Additional volume should also come to the industry

through higher price patterns. Just as in most other
industries, better-quality merchandise is selling increas¬
ingly. For the consumer to trade up in men's wear

purchases means, for him, better fit, more comfort,
longer wear and more interesting styling. National
brands and their retail outlets that stress quality prod¬
ucts will be the beneficiary. Higher prices in the course
of the year will prevail, however, at all merchandise
price levels. Raw materials have gone up in price
already. Labor increases, in part stimulated by the new
dollar-an-hour minimum of March 1, 1956, will combine
to have an inevitable effect. It is anticipated that with
incomes generally increasing, the public will not rebel
at these price increases which, fortunately, are appear¬

ing in a period of prosperity.
All in all, a good 1956 is very much in prospect for the

men's wear industry.

HARRY RESNICK

President, Channel Master Corporation

\ The multi-million dollar TV antenna industry, the
business that gave a new silhouette to the American sky¬
line, will in 1956 become involved in the fiercest competi¬
tive struggle of its brief but dynamic 10-year history.
This prediction is based on the

fact that the development of new
TV market areas has gone through
its period of Vboom" growth, and
today there is hardly an area in the
country that does not receive at
least one television station. A slower,
mere normal rate of market develop¬
ment is now expected to set in.
However, TV antenna manufac¬

turers do have two major sources of
sales: The normal new TV set sales,
and the lucrative antenna replace¬
ment market—those existing worn

out antennas installed more than
three to five years ago. Until now,
sales of TV antennas have been

closely tied in with the sales of new
TV sets. As existing installations become older, the
need for antenna replacement will continue to rise.
How great the antenna replacement market is can be

explained by the fact that industry experts claim that
more than 50% of present TV set-owners are not getting
the quality of reception that their present TV sets are

capable of giving them. The reason for this is that old
antenna installations are no longer in good working
crder due to weathering and oxidation. In many areas
around the country, TV set-owners can actually bring
in more channels by changing to an up-to-date antenna.
Color television presents another great market oppor¬

tunity for the TV antenna industry. 1956 is expected to
be the first really big year for color set sales. Estimates
of cofdr television sales during 1956 range all the way

up to 500,000 units. Whether or not this number is on
the optimistic side is a question, but there are a number
of TV set manufacturers who have announced their in¬
tentions to produce color sets on a much larger scale
than previously planned.
Since the consumer will invest anywhere from $500 to

$1,000 for color TV, it is the local dealer's obligation to
protect the investment by making sure that the antenna
is providing the best possible reception.
Here is Channel Master's strategy to meet the in¬

creased tempo of competition:
(1) To heavily promote the concept of antenna re¬

placements to the public, pointing out that TV reception
can only be as good as the TV antenna. The company's
1955 expenditures on consumer advertising and promo¬
tion exceeded $300,000 and this figure will be substan¬
tially increased in the coming year.

(2) To continue to expand its antenna line. The
company now accounts for about 25% of the total pro¬
duction of the TV antenna industry. It has the most
complete line of any TV manufacturer, consisting of more
than 400 different models and covering every price
range. This wide variety is an important competitive
advantage since it permits a distributor to obtain all his
requirements from one source.

(3) To expand its accessories line. Channel Master
manufactures a complete range of installation acces¬
sories, "a business within a business." This also en¬
courages one-source purchasing by distributors.
(4) To expand its raw material operations. Th&

Harry Resnick

company's most important competitive advantage un¬
doubtedly lies in the fact that it manufactures most of
the raw materials used in its products. It owns a

$1,500,000 aluminum mill for manufacturing the
enormous quantities of aluminum- tubing from which
television antennas are made.

(5) To accelerate its antenna development program.
Channel Master's heavily staffed Antenna Development
Laboratory is the largest research center of its type in
the country. As competition grows, those companies
which will have the best chance of succeeding will be
the ones that can continue to introduce new and better
products. We count heavily on our research program to
keep us in the lead. \

,, '
,

Look Back On Good Year

Channel Master's sales volume during 1955 increased
12% over the previous year, bringing the gross totaf to
$14,000,000. Production of outdoor antennas reached the
4,000,000 mark. . . ' . >

In addition, we are going through an expansion ~of
plant space and equipment to maintain our leadership
in the industry, We are adding 59,000 square feet—to
be completed by Spring—to increase our, raw aluminum
facilities, and have invested $500,000 for new equipment
and machinery. ■ -

Employment of Channel Master has been high, and
the company payroll jumped from $2,600,000 in 1954 to
$3,100,000 during 1955. v
* One of the major developments of 1955 was the
company's decision to greatly expand its activities in
the TV accessories field. A number of new accessory
products were successfully introduced, including an
antenna rotator, installation hardware, transmission
wire, electronic couplers, mounts, and similar items es¬
sential to the installation of a TV antenna. In all, 25
new antenna and 30 new accessory products were
introduced during the year. V

Engineers of the company's Antenna Development
Laboratory have reviewed the company's entire an¬
tenna line to make certain that antennas now being
made will continue to provide good TV reception when
today's TV viewers make the transition from black-and-
white TV to color.

R. S. REYNOLDS, Jr.
President, Reynolds Metals Company

More aluminum will be used in 1956 than ever before.
The principal reason is the record supply, made possible
by the steadily climbing output of domestic producers.
During 1955, they supplied an estimated 3.1 billion pounds
of new primary production, exceed¬
ing all expectations and setting a
new record for the fourth successive

year. The supply outlook for 1956
is another new high, with added fa¬
cilities bringing production up to 3.3
biilion pounds.
Aluminum shipments to American

industry during 1955 have been about
35% higher than in 1954 and are in¬

creasing month after month. Every
branch of the aluminum industry
has reflected the growth of indus¬
trial and consumer markets. The

sharpest expansion, however, has oc¬
curred in extruded, cast and foil
products. New uses for aluminum
are still being developed at a rapid
rate by the aluminum industry and its customers. The
automotive industry is accelerating its consumption of
aluminum, with one of the latest models using 197 pounds
per car, including gold-anodized aluminum grilles.- In
contrast, the average use of aluminum ten years ago was
less than ten pounds per car.

In the electrical field we have developed a new type
of aluminum strip which is self-insulating as a result of
special anodized treatment. Drastic reductions in the
cost and weight of electrical equipment are expected to
result from the adoption of this newly designed alumi¬
num material for transformers and other electrical equip¬
ment instead of the conventionally insulated wire ordi¬
narily used.
These new uses are illustrative of what is happening

in all of the major aluminum markets, including con¬

struction, appliances and packaging. The confidence in
the continued growth of aluminum markets is reflected
in the entirely new cycle of expansion which is getting
under way. The construction of extensions to existing
Reynolds Metals plants is progressing rapidly. A new
Ohio River Valley plant, to be started early in 1956, will
bring the company's total capacity to 1.1 billion pounds.
Announced expansion plans of all present and prospec¬
tive producers will add a total of 1.4 billion pounds of
new capacity within the next few years, a 46% increase
over the total 1955 capacity.
This new expansion is remarkable for many reasons:

(1) The expansion program begun during the Korean
War was completed only a few months ago, more than

doubling the nation's annual primary production since
1950.

(2) This expansion has been undertaken even though
plant construction costs have continued to rise, far more
than aluminum prices have.

(3) This expansion is based entirely on the bright
prospects for future peacetime markets. Although the
added capacity improves the nation's mobilization posi-

Continued on page 56

R. S. Reynolds, Jr.
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tion, it is not based on any military emergency orders
or requirements. J

(4) All of the existing producers are depending en¬
tirely on private financing for their capital requirements,
without the benefit of rapid tax amortization or govern¬
ment guarantees. .

With the continued rapid growth of aluminum mar¬
kets and in view of the industry's prompt and steady
expansion of its supply, the outlook for 1956 is brighter
than ever before. ' . , ;

D. A. RliOADES
Vice-President and General Manager,

Kaiser Aluminum & Chemical Corporation
The year 1955 has been one of record aluminum pro¬

duction, paced by an even greater market demand. All
of the aluminum producing facilities of Kaiser Alumi¬
num & Chemical Corporation have been operating above
rated capacity, supplying nearly 30%
of the nation's aluminum production.
There is a strong indication that

the present demand for aluminum,
due to increased requirements for
established uses and the constant
growth of new applications, will
continue in 1956. Our own operat¬
ing plans for the year are based on
that conclusion.
Moreover, on a long-term basis we

see an upward trend in the demand
for aluminum. Extensive market
surveys which we have made during
the past year indicate that by 1960
industry in the United States will
require over six billion pounds and
by 1965 over eight billion pounds
of aluminum annually as compared with the present
usage of about four billion pounds.
Based on these surveys, Kaiser Aluminum during 1955

began a new program of privately financed expansion
aggregating more than $400,000,000. These new facili¬
ties include a new sheet and foil rolling mill of 333,-
500,000 pound capacity now under construction on the
Ohio River at Ravenswood, W. Va.; a 440,000,000 pound
aluminum reduction plant also to be built at Ravens-
wood; a 500,000 ton alumina plant at Gramercy. La., on
the Mississippi River; and various other mill fabricat¬
ing and chemical facilities.
The sites we have chosen for these new plants offer

a number of economic advantages. They make avail¬
able direct water transportation between our bauxite
mines in Jamaica, the alumina and reduction opera¬
tions in Louisiana, and the new reduction and sheet
fabrication facilities in West Virginia. The Ravenswood
location brings major production and fabricating facili¬
ties within a 500 mile radius of 70% of the nation's
aluminum usage. And, perhaps most important of all,
is the assurance of an adequate long-range supply of
economical power derived from coal.
The aluminum industry is, therefore, no longer neces¬

sarily dependent upon locations close to hydroelectric
installations, which by their nature are, in most cases,
remote from industrial markets. It is likely that this
development will greatly influence and benefit the do¬
mestic aluminum production pattern of the future. We
believe that it is a turning point for the industry.

JOSEPH F. RINGLAND

President, Northwestern National
Bank of Minneapolis, Minn.

The year 1955 was an excellent one for business and
banking. With an increase in business beyond expecta¬
tions, ! bank loans rose at a vary rapid rate. The in¬
creased demand for loans, coupled with an appropriate
policy of restraint exercised by the
Federal Reserve System resulted in
a tight money situation. Higher in¬
terest rates followed. A combination
of more loans at higher interest re¬
turns produced good earnings for the
banks in 1955.

The outlook for banking in 1956
depends upon the outlook for busi¬
ness generally. With business moving
upward at the beginning of the year,
it seems that there will be less than
normal liquidation of loans in the

early months of the year. Inventory
accumulations by business should
continue but at a much slower rate.
Consumer spending and borrowing
should increase but not as rapidly as
in 1955. New homes will be built but at a somewhat
lower rate. Commercial building, public construction and
business outlay for plant and equipment will continue
high or higher. These are but a few of the factors that
lead me to believe that bank loans will hold up well in
1956 and probably average higher for the year than
in 1955.

Interest rates on bank loans are the highest in over
20 years. They should hold their present level until the
demand for money lessens. While there may be some

easing of the tight money policy of the Federal Reserve
if business reaches a plateau or recedes, there appears
to be no reason to expect an early decline in bank rates.
Continued high loans at what may be higher rates on

the average than obtained during 1955 should mean good
earnings for the banks.
The most important cloud op the economic horizon

appears to be the farm situation—a matter of special

J. F. Ringland

concern to Minneapolis and its surrounding territory.
Business in this part of the country seemed to move
upward less in 1955 than that of the country as a whole,
caused at least in part by a decline in farm prices. De¬
spite this decline, high production resulted in cash re¬
ceipts of farmers in the Ninth Federal Reserve District
almost as high in 1955 as in 1954. A continued decline
in farm prices, especially if there are smaller crops,
could have a depressing influence in this area upon an
otherwise favorable outlook.
All in all, it is my opinion that the year 1956 will be

a good one for business and banking for the country as
a whole with the upward trend more marked in the first
half of the year. In the Ninth Federal Reserve District,
we should enjoy similarly good business tempered by
the measure of prosperity of the farmer.

THOMAS ROBINS, Jr.
President, Hewitt-Robins Incorporated

I believe business in general next year will equal and
perhaps surpass the record levels established in 1955.
As for the non-tire segment of the rubber industry,

which is the principal industry of which Hewitt-Robins
is a part, I look for sales of about
$2.2, billion, a gain of about 5% over
1955. This is about 53% of the in¬
dustry's total sales.
Sales of non-tire rubber products

have grown faster than tire sales in
recent years and this trend is likely
to continue as a result of the devel¬
opment of new products and the
steady rise in consumption of such
standard items as conveyor belting,
foam rubber, rubber floor tile, in¬
dustrial hose and rubber footwear.
An estimated 560,000 tons of rub¬

ber will be used in non-tire rubber
products in 1956, about 38% of the
total rubber expected to be con¬
sumed in the United States. Non-
tire products as a group require less raw rubber per
dollar's worth of finished goods manufactured because
most of these products contain a higher proportion of
textiles and other materials than do tires.

One of the chief problems of the rubber industry in
1955 was the shortage of natural rubber latex and a

consequent doubling of its cost. Because of the many
economic and political factors involved, it is difficult
to predict how much improvement in this problem we
mav expect this year but I do feel that the worst is
behind us.

Thomas Robins, Jr.

Gen. C. F. Robinson

CLINTON F. ROBINSON

President, The Carborundum Company

Demand for products of the Carborundum Company
(Abrasives and Allied Products) originates predomi¬
nantly in the durable goods industries. Our forecast
for duable goods production in 1956 indicates only very
modest increases over the year 1955.
Nondurable goods production is ex¬

pected to run higher as is the Gross
National Product. Total industrial

production should closely approxi¬
mate 142 of the 1947-49 average.

Based on these expectations, the
major portion of our business, on a
physical volume basis, is quite apt
to be about the same as it was in
1955. Some of our newer products
with growth probabilities are apt to
do better. Export and subsidiary
sales should show little change.
Prices for many of our products

increased late in 1955 and cost

pressures appear to be continuing.
If recent price increases are fully
effective, sales in 1956 should show
some modest gains over 1955. ^

Historically, our business has had some lead on dur¬
able goods production, however, this lead factor was not
very evident during the course of 1955. Some lack of
forward buying may be attributable to the manner in
which the increasing trend of durable goods produc¬
tion developed over the year—its buoyancy and con¬

tinuity running quite substantially above general
expectations making the pattern of progress somewhat
unusual.

To compound these complexities, knowledge of in¬
creasing prices may have stimulated demand over the
last few months of the year. This adds the possibility
that inventories in the hands of customers might be suf¬
ficiently adequate to make buying in 1956 quite sensi¬
tive to production changes, particularly in some of the
more doubtful sectors of durable goods, such as automo¬
biles. It would follow that such a view has injected into
our thinking an element of warranted conservatism. On
the other hand, substantial capital spending together
with retooling programs of industry will undoubtedly
bolster activity in other important durable goods seg¬
ments which could have the effect of offsetting most of
the adverse possibilities.
For the economy as a whole, we expect that the pres¬

ent trend will continue modestly upward over most of
1956, with the year exceeding that of 1955. Against such
a pattern we expect our sales and our industry sales
generally to closely approximate those in 1955. Our
basic planning strategy encompasses the capacity to cope

effectively with a modest decline in our industry's busi¬
ness, or on the other hand, to be in a flexible position to
capitalize on a modest increase should it develop.
Organized company plans for further development in

the areas of plant, manpower, product and technical re¬
search are going forward and it is entirely within the
realm of probability that this year may prove to be the
best year in the history of the Carborundum Company
thus far.

GEORGE ROMNEY

President, American Motors Corporation
Nineteen fifty-six should be another good year for the

automobile industry, probably somewhat under 1955, but
nevertheless one of the two or three best years in his¬
tory. My forecast is based upon the prevailing public
confidence in the business outlook,
as indicated by heavy spending for
almost all types of consumer goods,
and upon present plans of business
and industry for sizable increases in
their capital investment prograzns in
1956 to expand present productive
capacity.
Two clouds upon the business hori¬

zon are the decline of farm income

to a lower relative level and the

tighter Federal Reserve credit policy.
The latter will be healthy foT the
economy as a whole if it acts as a
brake on an accelerating wage-price
spiral, excessive consumer credit, and
an eventual boom-bust that could do
far more injury to the national econ- George Romney

omy than moderate restraints now.
It is my belief thatl approximately 6,800,000 cars will

be produced in 1956, compared with close to 8,000,000
in 1955. Sales probably will be in the area of 6,650,000
passenger cars against 7,300,000 in 1955, he said.
The following are some of the reasons why production

and sales are likely to decline in 1956:

(1) The pressure for sales in 1955 resulted in some

"reaching forward" into the 1956 market.
(2) Most manufacturers will make major model

changes in 1956 and the shutdown period for model
changeover will be longer.
(3) Except for the really new 1956 cars, some new car

customers may defer buying until 1957 models are intro¬
duced.

(4) Tighter credit policies. > ... ,

Even though the automobile industry declines moder¬
ately in 1956, American Motors should gain. We expect
sales of our new Rambler line to move up into the
150,000 area, or about double the 1955 total, based upon
the fact that the 1956 Rambler models are the most com¬

pletely new cars introduced by any manufacturer, and
upon the changing automobile market. Motorists now
place new emphasis on personal mobility, economy,
maneuverability in heavy traffic, parking ease and
moderate initial cost, particularly in the case of multiple
car families. The Rambler is the only American car

specifically designed to meet these requirements.

H. D. RUHM, Jr. !
President, Burlington Industries, Inc.

Generally speaking 1955 was a relatively good year for
the textile industry compared with 1954. But 1954 was
the worst year in the past decade. Therefore, the indus¬
try as a whole still has a long way to go before return¬
ing to the kind of business it enjoyed
in the late forties.
The better managed textile com¬

panies enjoyed relatively full opera¬
tions throughout 1955. And improved
conditions enabled the industry to
raise production wages on an aver¬
age of about five cents per hour.
From the standpoint of sales, the

outlook for 1956 would appear to be
generally good. Inventories are fairly
low and sales volumes have been

rising moderately.
A major threat confronts the in¬

dustry, however, in the form of the
Japanese tariff situation. The lower¬
ing of tariffs on Japanese imports in
the fall of '55 opened a flood gate
of imports of low wage products of the Japanese mills.
Some specialized segments of the American textile in¬
dustry have already been adversely affected by this situ¬
ation. For the moment, the Japanese have voluntarily
curtailed their rapid trade expansion in the United
States, but no one knows how dependable this curtail¬
ment will be or how long it will last. Thus, broadly
speaking the Japanese imports have not been a serious
matter yet, but the potential threat is there. And unless
this threat is curbed, our American textile industry could

*

be seriously impaired in the next few years with many
plants idled and thousands of employees put out of work.
In all segments of the business margins continue very

close, so that only the very best companies are making
satisfactory profits. Likewise, low return on investment
has provided little or no inducement for companies to
expand or build new plants.
On the other side of the ledger are these optimistic

considerations that can and do indicate an improved
long-range future outlook for textiles:
(1) The population of the country is increasing at a

steady rate that directly affects the textile industry,
since all additions to the population are textile con¬

sumers. Likewise, the country's economy is evidencing
a dynamic growth.
(2) Wider markets for textile products are resulting

from new contributions of the chemical industry. The
older fibers are being strengthened and improved
through dyes and finishes which increase the variety

Herman D. Ruhm, Jr»
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and versatility of fabrics, while new man-made fibers
are continually being introduced.
(3) Some of the marginal producers within the indus¬

try are being eliminated through intensive competition,
through mergers and consolidations. This is lending an
improved tone to the entire industry.
. (4) Because of the poor return on investment in the
industry in recent years, new plant construction has
been held to a minimum. There is actually 8% less tex¬
tile machinery in place today than there was at the
beginning of World War II.
(5) Consumption of textile products has reached a

level about equal to the industry's productive capacity.
Prior to 1936, the textile industry operated only two
shifts. Commencing in that year and climaxed by the
war effort in 1942, the industry moved to a three-shift
basis. This increased use of the productive plant made
it possible to meet civilian and military needs at that
time. Since then the industry has continued as a three-
shift industry and recently has been operating at close
to capacity without building up burdensome inventory.
Thus the growth of our economy has been rapidly

catching up with the textile industry's capacity. This
improved relationship between supply and demand is
bound to result in better returns for the better managed
companies in the years ahead. "v
Thus to sum up, we feel that the improvement in the

textile business that has taken place in the past year
shows promise of continuing and strengthening, provided
the threat from Japanese imports is somehow curbed.

JOHN A. SCHOONOVER

President, The Idaho First Nat'l Bank, Boise, Idaho
• The 1956 outlook for business seems to be good, if.
viewed from a national standpoint; but it must be said
that our Idaho business, being dependent to a large de¬
gree on agriculture, is not likely to be oustanding, nor
was it in 1955. One of our young
bankers has summarized the situa¬
tion quite well in the following few
words, which are quoted:
"The Government's farm subsidy

program hasn't been as effective as

we would like. They reduce acre¬

ages on certain crops, which forces
larger acreages of other crops, with
resulting lower prices. We feel we
have a controlled economy; and to
make it successful, more attention
will have to be given to the farmer."

•

The solution of the farm problem
is not an easy one, and in our opin¬
ion must include a combination of

soil bank - acreage reduction pro¬

cedure, price supports, and intelli¬
gent promotion of farm products. To say that agricul¬
ture must go on its own is to ignore several basic facts.
First and foremost, the things that a farmer buys are

largely protected by tariffs which cause the prices of
those items to be greater than the farmer would have
to pay for them could he buy on an unprotected market.
The same, is true of the labor he must hire to do his
work—it is protected by our immigration laws.
Secondly, no market seems to exist in export trade

for surpluses of most basic crops, and forcing such crops
out of the country through a two-price system seems
to be offensive internationally.
The answer, then, is to reserve the fertility of our

acres for future generations — whose numbers, inci¬
dentally, are expected to be considerably larger a few
decades hence; and to ask our Department of Agricul¬
ture to induce our farms and livestock men to produce
only sufficient for our own needs, plus a prudent reserve,
and to see that they are paid "parity" for such products.
"Parity," incidentally, is in itself a sliding factor as
determined by law.
We do not want to build large surpluses of com¬

modities in government bins, but we should protect the
farmer's production by price adjustment until a fair
plan of soil-fertility bank can be adopted and made
workable. We should remember in this connection that
a farmer's production is not always quickly adjusted,
due to weather, crop rotation necessities, and other nat¬
ural factors of the business.
We see no sin in all of this. Tariffs and immigration

laws protect the American standard of living. We
shouldn't ask the farmer to sell in a world market and

buy in a protected market. After all, equality for the
farmer in the form of price adjustment is not wasted.
Prosperous farms are the best safeguard of American
character. Farmers are among the best customers of
American industry.
The situation presently existing in the country bears

a remarkable resemblance to the conditions of the '20s,
which started with farm depression while industry, la¬
bor, and business seemed to be doing well. It is sin¬
cerely hoped that the Administration will find the cour¬

age necessary to correct inequities along this line before
they become acute.

.. As to our opinion concerning the banking situation in
1956, we expect that it will be another year of satis¬
factory profits, principally because of the high ratio of
loans. Since we are no longer on a gold standard and
of necessity have accepted a managed money economy,
we must expect that every reasonable effort will be
made by the monetary authorities to see that our money
and credit are used for the general good. In the booms
we should expect a policy of monetary restraint, and
when business is not so brisk we look for a policy of
relatively easier money. Since most economic students
have felt that the economy has ridden the top of the
wave for some time ar.d are expecting business to level
off, it should be expected that there should also be a

Norman Schwartz

reduction in the demand for credit and consequently
a lowering of money rates. This we expect to occur
sometime during 1956.

NORMAN SCHWARTZ

, President, DWG Cigar Corporation

I am pleased that I can confidently repeat the state--,
ment I made in these columns precisely one year ago:
"The future of the cigar industry looks bright. Nineteen
fifty-five has been a banner year for the cigar business
in many respects, most notably in the
greatest sales volume recorded in our

industry since the thirties, and gen¬
erally higher earnings on the part of
the major producers. There is every
reason to believe that this favorable

picture will continue during 1956
and, for that matter, on a long-term
basis.
The important progress on the

technological and marketing fronts
which motivated the excellent in¬

dustry performance during the year

just passed will surely become more V
evident in 1956. These technological
gains give promise for increased
gross profit margins. In the field
of distribution, greater expenditures
for advertising and promotion are putting the major
manufacturers in a position to compete more effectively
for the consumer dollar. This greater marketing effort
will surely result in greater cigar consumption during
the years to come, a trend which will be aided by
merchandising emphasis on and consumer acceptance of
multiple packages. In passing it seems also worthwhile
noting that the little cigar or "Cigarillo" continues to
register important sales gains, and therefore, also repre¬
sents a positive factor for future growth. ,. |

Above all, the fact that higher cigar sales trace not
merely to increased smoking on the part of confirmed
cigar customers but also to the acquisition of new and
young cigar smokers is a most encouraging omen for the
entire industry. With the continued strong effort of the
Cigar Institute of America, this trend is expected to
continue.

The financial problem of carrying huge tobacco inven¬
tories, so it may be aged for mildness and sweetness, is
one which the industry still contends with. In coopera¬
tion with the leading banks and financial institutions in
the country, this problem has been expertly studied and
largely solved.
I look forward to continued growth of the DWG Cigar

Corporation in 1956, and in the years to come, regardless
of the fluctuations in the general economy. Among the
reasons for this belief is that in a comparatively stable
industry DW G has succeeded in attracting young execu¬

tives of proven capabilities who have brought added

vitality and valuable experience from other fields to
the company's experienced management.
The cigar industry seems eminently well equipped

today—with its modern research and develpoment both
in fields of production and marketing—to provide the
consumer with a product he wants and can afford to

buy. And, more importantly, there is every indication
that the product can be supplied in the future at a some¬

what better profit to the investor in cigar industry stocks.

FRANCIS P. SEARS

Chairman of the Board, The Columbian National
Life Insurance Company, Boston, Mass.

I feel very confident that we shall have good results
in 1956 for our business of life insurance.

Evidently this country is becoming financially a Mid¬
dle Class society. Hardly anybody can become rich

unless he luckily discovers oil. or
uranium, and most families which
were rich lose much of their wealth

through confiscatory taxation on in¬
comes and estates.

On the other hand, with current
wages, nobody who can work is
really poor, and the government
takes pretty good care of the dis¬
abled and aged.
So, we have this great and in¬

creasing Middle Class of people with
good incomes and with all kinds of
luxuries which almost nobody had
formerly.
This class buys its luxuries largely

on borrowed money, but does try to
protect its dependents in some meas¬

ure through life insurance. Sales of regular life insur¬
ance increased in 1955 by 20% over 1954, and the size of
policies in many companies increased by similar per¬

centage, but the people who spend their entire incomes
are not usually at all well enough insured. It is the duty
of us in the business to convince them of this, to empha¬
size the pitiable conditions of those families which have
lost their breadwinner and to convince him that h^ must
put more of his income into life insurance; he so put

only 3.30% of his year's income in 1954; he should cer¬

tainly double this percentage.
Now let me point out why I think he can do so in 1956.
Most everything points to a profitable year, headed by

the steel industry followed by (he automobile, building,

Francis P. Sears

J. P. Seioernng

oil, paper, aluminum, electrical appliances, chemical,
railroad, bank and public utilities industries.

Perhaps sales of automobiles will be about 10% less
in 1956 than in 1955 but that would simply mean that
most people have now comparatively new cars and may
devote more of their cash to greatly reducing in 1956
the loans they incurred for their 1955 purchases.
With residential building it is a mighty good thing and

a sign of prosperity that the authorities have tightened
up a little on the cash and time requirements of FHA
and VA loans. Certainly it is not unreasonable to ask a
house buyer to pay 5% or even 10% of the purchase
price in cash and to pay off the loan balance at about
5% per annum for 20 years.

I wrote last year of the plight of the stockholders of
the great Pennsylvania and New York Central Railroads.
I am glad to note that the ICC has treated them well
this year and that with the addition of new management
and the boom in the steel industry both of these great

I and essential companies are now earning good money.
We hear a tremendous lot of concern about the farm¬

ers, but they are much better off than they ever were
before World War II. They were urged to produce vast
amounts of wheat and meat during the war with gov- .

ernment support at most extravagant prices, and they
now insist on overproducing wheat and hogs ever since
and are also insisting that all the people of the country
be taxed to provide enormous government loans on

utterly unneeded crops.

J. P. SEIBERLING

President, Seiberling Rubber Company

The year 1955 was a record period for the rubber in-'
austry and the current year promises to be nearly as

good, with sales almost equal to those of last year. '
Incomplete figures show that around 111 million tires

were sold by the industry in 1955.
Indications are that some 100 million

units will be sold during the current
year. '•/,' ' ;• v r... .

Automobile manufacturers are

looking forward to another compara¬
tively good year for their industry,
so the market for original equipment
tires should continue to be favorable,
particularly in passenger car tires.
'

If present trends continue, sales of
passenger car tires in the original
equipment market will probably to¬
tal about 36 million units as com¬

pared to the 42 million tires sold in
this market during 1955.
Because Seiberling Rubber Com¬

pany depends primarily on the sales
of replacement tires for passenger cars, trucks and buses
for a large portion of its income, we are primarily con¬
cerned with the outlook for this market. Here I believe
the industry will sell about 59.5 million units, or ap¬
proximately a million more than were sold in 1955.
The biggest increase in replacement tire sales over

last year should come in the passenger tire market,
because of the great number of passenger cars that were

"

sold during 1954 and 1955.

Replacement tire sales for passenger cars should come
to about 51 million units for the year, approximately a
million more than were sold by the industry during ihe
previous year. ... . V
However, I believe that replacement sales for trucks

and buses will remain at about the same level as they
were in 1955, about 8.5 million units.
When viewing the prospects for replacement tire sales

over the next several years, a paradox seems to exist;
today's tires give more mileage than ever before and
should need replacing less often, yet all indications point
to a continued rise in replacement tire sales.
This situation exists because the total mileage being

driven on our highways each day is increasing at a raoid
pace. It is estimated that the drivers of the 61 million
motor vehicles in the United States log nearly 1.5 billion
miles on our highways every day.
It is apparent that every though today's tires give

greater mileage service, they are being consumed more
rapidly than older tires that gave considerably less
service.

From this, we can conclude that more replacement
tires are going to be needed, and more often.
Looking at prospects for the export market, I think the

industry can look forward to increased activity in 1956
because many of the free nations are improving and
stabilizing their economies.
These improvements show up in many forms. For ex¬

ample, motor vehicle registrations throughout the world
are increasing from 10 to 20% each year.

New construction projects such as highways, airports
and clams are being started regularly. All these projects
utilize motor vehicles and create a demand for more

tires.

Unless the cost of materials or of wages goes up ma¬

terially, we can expect prices of tires and tubes to remain
stable in 1956.

All in all, prospects for the rubber industry during
the current year continue to be encouraging, and Seiber¬
ling Rubber Company expects to share fully in gains
made by the industry.

Continued on vaae 58
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FRANK A. SEWELL

Chairman, The Liberty National Bank & Trust Co.,
Oklahoma City, Okla.

Business today, including banking, seems to be quite
optimistic and confident of itself and its immediate
future. Nineteen fifty-five was a wonderful year—a
record breaker for most—and there are indications that

at least the first half of 1956 might
surpass anything yet seen in dollar
volume. Indeed, 1956 could be Amer¬
ica's best business year yet.

However, it is probably expecting
too much to look for the tempo of
business to continue through 1956 as
it did through 1955. Sometime in
1956 we will need to hesitate both

for breath and to make some neces¬

sary adjustments. Some segments of
our business are out of step in the
march of business progress. Agricul¬
ture is one of these. The farmer is
an outsider looking on insofar as our
tremendous growth in business and
profits are concerned. He is har¬
assed by lowering prices for the

things he sells, and rising prices for the things he buys.
The huge surplus of basic crops already on hand, and
the adjustments confronting him as a result of this situ¬
ation, make his prospects disquieting, to say the least.
Then, too, here in the Southwest where we are largely
supported by an agricultural economy, the farmer has
experienced three years of drought and is entering 1956
with poor prospects for crops because of the prevailing
drought now.
Two important soft spots are generally know to have

developed in our business picture, home construction and
automobile production. A great deal of the power that
enabled business to boom in the recent past came from
these two sources. We hear that there may be 15% fewer
cars built, and some 10% fewer homes constructed in
1956. This would still be a lot of cars when compared
with any year before 1955, and a lot of homes when
compared with any year a short time ago.

Bank loans are large, and there is presently a tighten¬
ing of credit which may or may not be eased shortly.
Consumer credit is high, meaning that a great deal of
future income (about $34 billion) has already been spent.
The probable decline expected in business due to the

Somewhat discouraging prediction for agriculture in 1956
and the slow-down in home construction and the auto¬
mobile industry will probably be offset by greatly in¬
creased expenditure' by business for plant and equip¬
ment, Federal spending (this is an election year), and
increased municipal spending.
*

A great factor affecting the outlook for 1956, and one
that will materially aid and sustain business progress,
is the outright confidence that our people have in our

situation, our American way of life, our government,
and in themselves.

There will be problems, of course, in the business and
fiancial field, but 1956 looks like a mighty fine year
for business.

NATE S. SHAPERO

President, Cunningham Drug Stores, Incorporated
The outlook fdr 1956 in the retail drug chain field is

primarily the same as the outlook for other business for
the year. Those factors which affect the purchasing
power of the consumer affect the drug store. In our own

company, our forecast of sales vol¬
ume and net income for 1956 are

based on both the national outlook
and the economic weather of the
areas in which we operate.
Since our stores are located for the

most part in the Detroit and Cleve¬
land areas, we are vitally affected
by the automobile industry. We are
quite optimistic about the prospects
of automobile sales for 1956.: Even
the most pessimistic forecasts by the
leaders of that industry predict that
it will be second best year in its
history.
We as retailers are particularly in¬

terested in the home building pro¬
gram. The occupants represent new
customers, at least in that area. The continuation in 1956
of the residential building program at the pace of 1955
is not assured. The availability of mortgage money will
]?.e ® factor. Both Federal and private authorities in the
field have estimated that home building starts during
1956 will be about 10% behind 1955. However, it is felt
that this decrease in home construction activity will be
partially offset by an increase in industrial and commer¬
cial building. Recent surveys indicate that outlays in
this field during 1956 will exceed those of 1955 by as
much as 10%. I feel that construction, both residential
and commercial, should continue to be an important
bulwark of our economy in 1956. t
Since money and credit are such a vital part of our

economic life, I feel that the availability and regulation
a,nc* c.re(^t have an important effect on

•the 1956 sales picture. Mortgage money and instalment
credit may be the key to the briskness of business in
19ob.

I have noted, too, from available reports that inven¬
tories in relation to sales volume are currently compara¬
tively low, both in retailing and manufacturing. An

Nate S. Shapero

effort to bring them into balance will in itself, I believe,
be a business stimulant.
Since 1956 is an important election year, it is likely

that every effort will be made by the Administration to
keep business activity at a high rate;
There are certain trends in marketing which will con¬

tinue to affect the retailer. The trend in the abandon¬
ment of Fair Trade will no doubt continue/ This coupled
with the growth of "discount houses" is changing the
conventional retail pattern. The benefit to consumers
through lower prices should stimulate sales. The retail¬
ers' loss in profit margins will be compensated partly by
increased volume and also by necessity a streamlining of
his operations. The retail drug chains will continue to
improve their operating efficiency in 1956 through the
expansion into shopping centers with large volume units.
The large volume stores are part of the answer to shrink¬
ing markups.
I conclude with a feeling that 1956 will be a good year

for the retail trade as a whole, and particularly for the
chain drug industry. However, it is going to be a year
of lively competition and we will have to light hard to
hold our net profits at the 1955 level.

JOHN H. SIECKMANN

Chairman, Mercantile Trust & Savings Bank,
Quincy, 111.

Most retail sales will at least equal
1954 in volume. Some few will shade
lower. Profitwise, most will show a

slight decline which doubtless re¬

flects the disturbed farm situation
in this corn belt territory. An off¬
setting counterbalancing factor is
the prevailing" high /employment
level in this territory which has
kept bank deposits on an ascending
curve, showing satisfactory gains for
the year. Important industry con¬
cerns here report a satisfactory
backlog of orders that will insure
high employment throughout 1956.J. H. Sieckmann

L D. SILBERSTEIN

L. D. Silberstein

Forrest M. Smith

President and Chairman, Penn-Texas Corporation

, World-wide demand for consumer goods, coupled with
shortages of raw materials, has forced a new wave of
capital goods expansion. Since business activity is most
sensitive to capital goods industries, this underwrites a
new business boom. This expansion
comes at a juncture when impor¬
tant technological advances have ex¬

tended the "lead time" between the
production of capital goods and the
subsequent distribution of consumer
goods. This time lag in turn has
greatly extended the business cycle,
with far-reaching and beneficial re¬
sults to our economy.
Present capital goods commitments

represent huge investments by in¬
dustry. An important side result is
an increase in the shortage of raw
materials occasioned by the very
expansion itself.

- It is evident that the capital goods
now scheduled cannot produce addi¬
tional consumer goods until 1958, or in some cases until
1962. Consequently there should be little or no inven¬
tory accumulation during the next five years.

Steel, aluminum, transportation, aircraft and the
atomic industry are now on a forced investment basis.
This is resulting in a demand for a huge amount of
machine tools, electronic devices, aircraft components
and heavy materials-handling machinery. Penn-Texas
Corporation is already beginning to feel its effect upon
its subsidiaries in tnese four fields.

FORREST M. SMITH

President, National Bank of Commerce of
San Antonio, Texas

■ From all indications, it appears that 1956 will be
another very prosperous year. With the national income
at an all-time high, government spending/industrial ex¬
pansion and other favorable factors, we can see no big

slow-down on the general horizon.
However, during^thet^y^i^? Several
soft spots may-develbp-amd there has.
already been aiBlackening.:resi¬
dential construction'^ and in auto¬

mobile purchases compared to the
recent past. Another deterrent item
in the economic horizon is farm and

ranch prices, which continue in the
opposite direction from most other
parts of the economy. The danger of
inflation continues with us and, no

doubt, Washington authorities will be
called upon to exert their pressures
in various ways to maintain an

evenly balanced economy. Probably
profits for corporations will be less,
in view of added costs of labor. The

outcome of the Presidential election will no doubt influ¬
ence business in this year, as politics has always had a
bearing on our economy.
Down in our section of the state, business continues at

a good pace. Industrial development continues in and
near San Antonio, and especially around the Gulf Coast.
The Lower Rio Grande Valley is experiencing excellent
business conditions, while suffering somewhat from de¬

pressed farm and ranch prices. Already voted bond
issues in the San Antonio area will insure some busi-»
ness expansion.
All in all, we cannot hefp but feel optimistic about

business conditions in general during the year 1956.

I H. H. SIMMS

President, Atlanta & Saint Andrews Bay
v

w v Railway Co.
The economy of the country ap¬

pears to be in such a healthy con-

dition that I can only see continued
good business for the next six
months at least. The construction of

many new units by the chemical in¬
dustry, pulp and paper industry and
others indicates to me that no

thcught of a business recession is
in the offing.
As far as our own company is con¬

cerned, the year 1955 was better than
the year 1954 which, in turn, was
the best year in our history. We an-

H. Simms ticipate an even better result in 1956.

_ MODIE J. SPIEGEL
i - Chairman, Spiegel, Inc.

When everyone is optimistic, it is wise to look for the
unknown, which might upset the applecart. I believe
that the vast majority of industries, and the firms within
these industries are optimistic about the outlook for
business in 1956, and certainly the

factors that are known point to a
continuation of the favorable eco¬

nomic climate.
'

From a company standpoint, there¬
fore, positive action must be based
on a proper evaluation of the eco¬

nomic scene—not on fear of the un¬

known or a worry that things are

going too well to last.
Despite the fact that automobile

production is expected to show a*
mbdest decrease compared with 1955,
the forecast of the Gross National
P/oduct and disposable income indi-
dicates that the first six months of
1956 should show consumer spending
up to 5% more than a year ago, for - l • .

the type of general merchandise sold by the mail order
industry. While consumer debt is at a high level, we do
not believe that consumer credit has been over-extended:
when measured in terms of percentage cf disposable;
income and evaluated on the basis of the present high»
repayment scaie. :' ;
The standard of living is still rising, with peak em¬

ployment creating demand for more and more of the
better things of life. The mail order industry has con¬

tinued to keep pace with the economy in its methods of
distribution, and the quality and styling of its merchan¬
dise. Because of forward planning, goods have been
acquired at levels that insure a price level for spring
only 2 to 3% over last year. Since wages in general are
up by a larger percentage, there should be little customer
resistance to catalog prices. • ; >
These factors would indicate that the mail order indus¬

try can look for its fair share of the improved sales that
aggressive selling should produce during 1956.

M. J. Spiegel

STANLEY M. SORENSON

President, Hammond Organ Company

This should be a record-breaking year for the
Hammond Organ Company. /. , : / -v ";/ v :
Based on current orders from almost 500 franchised

dealers' stores throughout the United States and Canada,
indications are that sales and earn¬

ings at the March 31 year-end will
be the highest in the 28-year history
of the company. - v
Because the demand for Hammond

organs has far exceeded estimates,,
resulting in a substantial order back¬
log, we now are producing at an
all-time record level. Our projec¬
tions for fiscal 1S56-57 are such that
we expect to continue to produce
at the present rate or better.
What are the reasons behind the

continued heavy demand for Ham¬
mond organs? There are many
answers to this question. Home

, owners have found that the Ham¬
mond organ is a flexible, easy-to-

play, extremely serviceable instrument that adapts itself
well to anv family situation or mood. Our aggressive
merchandising program has created and developed this
awareness and understanding in the home owner. Over¬
all excellence of product is a motivating factor in the
corhpany's expanding sales.
L More than 90% of Hammond's sales are to private
homes and churches, with the bulk of these sales to
private homes. With the development of the Hammond
Chord Organ, the home owner has discovered that he
can sit down and pick out a simple melody in a half
hour or less. Because no formal instruction is required
to play the Hammond Chord Organ, this fact has intensi¬
fied demand for it and stimulated interest in other

rryodels as well.
r Our merchandising program is backed by outstanding
music dealers in cities from coast to coast. In order
to insure widespread distribution, the company has

S.M. Sorenson
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appointed additional dealers in areas where the regular
dealer cannot represent us adequately. By such expan¬
sions in our dealer organizations, an ever-increasing
segment of the buying public is being more readily and
regularly exposed to Hammond organs now than at any

.> other time in the company's history.
> The test of time generally determines the excellence
of a company's product. We have manufactured organs
since 1935 and the company has never found itj neces¬
sary to alter the basic design of its original model. Over
the years we have made improvements and developed
many exclusive features which have added to the

versatility of the five models that we now manufacture
and, in so doing, have broadened their consumer appeal.
These are the fundamental reasons why sales h&ve

increased and why we currently expect to establish
a year-end record March 31, continuing the pattern of
operating profitably each year since the introduction of
the Hammond organ.

Earnings for the six months, ended Sept. 30, 1955,
reached a new high of $2.27, an increase of 43% over the
$1.58 earned during the same period the previous year.
- The dividend paid last December 10 was our 59th
consecutive quarterly payment. During the calendar
year of 1955 we paid $2.70 in dividends as against $2.40
in- 1954. v..;v,/: ■■ ■

On December 10, we also distributed an additional
share of stock for each share then held. We have not
announced a dividend rate on the basis of the increased
shares, but directors of the company will meet within a
short time to consider such action.
. Barring any unforseen economic setback, we consider
the outlook for the Hammond Organ Company, its
shareholders and employees to be most favorable.

JOHN STEVENS, Jr.
President, Marathon Corporation

.: With per annual capita consumption of paper and
paperboard products at an all-time high of 415 pounds,
it is my opinion that new uses, plus a high level of
activity in other industries, almost certainly will re¬

quire increased production from the
pulp and paper industry during 1956.
Marathon Corporation experienced

a 1955 net sales increase of 14.9%
over the preceding year and we feel
confident that our 1956 sales vol¬
ume will rise in keeping wi.h gains
we have made in recent years. -
For one thing, customers who re¬

quire our food and general packag¬
ing lines and consumers who use:

our retail products are steadily in¬
creasing. Modern methods of mer-'

; chandising food products, with em-

,r phasis on self-service selling, have
created a demand for more printed
packaging with high sales appeal
As evidence of Marathons faith

in our industry's future, ;we have embarked on a four-
year program, of planned capital expenditures calling
for additional plants and equipment that will enable us
to correspondingly increase our production and sales
volume."

Barring a major economic decline, which,,I do not
foresee, it is my opinion that new peaks will be attained
by the paper and paperboard industry as a whole during
1956. Whileil feel that business will level off.to some,
extent and that increased capacities will contribute to
a keenly competitive price situation, I anticipate that
the upswing in production and sales volume will result
in satisfactory earnings. 1 " : " '

C. B. STEPHENSON
. V:

President, The First National Bank of Portland, Ore.
The banks in Oregon have in recent years experienced

sharp expansions in all departments. ' Deposits held by
Oregon banks jumped 8% in the past year compared
to a 4% increase nationwide. Also, instalment loans,
real estate loans and commercial
loans have climbed rapidly. Banking
activity has expanded more than
normally might have been expected
but, cf course, Oregon is a fast-
growing state. The growth of popu¬
lation in Oregon has been at the rate
of 2% per year which is faster than
the national trends. But banking
activity in this area has exceeded
the population trends.
I look for the volume of banking

activity to be about the same in 1956
as it was in 1955 and it is possible
that 1956 may even average below
1955. If banks this year are able to
hold to the present high levels of
activity, 1956 would be a very good
year. These forecasted trends of banking obviously afe
contingent upon activities in other fields.
Oregon's rate of expansion of industry and population <

has been quite rapid because of several favorable fac¬
tors. Diversified industries in nearly every field have
had sharp growth and our major industry, the forest
products industry, has had significant growth. In recent
years Oregon has been turning out an increasing share
of the nation's wood products. However, future trends
of forest products industries in this area are expected
to be influenced by general business conditions prevail¬
ing in other parts of the nation. Oregon's welfare is
directly tied to construction activity and similarly na¬
tional prosperity is to a lesser degree contingent upon
construction activity. Oregon's dependence upon the
volume of construction is better understood when-'it Is

J John S .evens, Jr.

H. Supple, Jr.

C. B. Stephenson

realized that over one-half of Oregon's manufacturing
payroll is paid by operators of sawmills, plywood and
millwork plants. These plants turn out about one-half
the nation's softwood, plywood and one-fourth the na¬
tion's lumber. Those Oregon products are marketed
widely throughout the nation, principally for use in the
construction of homes and commercial buildings.

-

Recent developments may signify that construction of
dwellings may decline from the abnormally lofty peaks
reached in 1955. Although the 1956 volume of home con¬

struction may drop as much as 10%, the construction of
factories, schools and highways is expected to exceed last
year. Inasmuch as home builders throughout the coun¬

try are heavy consumers of Oregon's wood products, it
is conceivable that output and sales of wood products
may decline 5 to 7% from Oregon's record 1955 volume
of 9 billion boardfeet of lumber and V-k billion square
feet of plywood.
Prospects are bright for continued expansion of many

Oregon industries, which may partially offset the ex¬

pected curtailment of output of lumber, plywood and
millwork. However, over-all business activity in this
area probably will reflect a continuation of present
volumes or perhaps some slight tapering off from the
boom peak. If the velocity of business in Oregon and
the nation does slacken moderately in 1956, it would
have a corresponding impact on banking. ; . ,;

HENDERSON SUPPLEE, Jr.
President, The Atlantic Refining Company

With domestic demand for petroleum products in 1955
about 7% higher than in 1954, the United States oil in¬

dustry produced, processed and sold the greatest volumes
in its history. We expect that domes¬
tic demand will increase again in
1956, but at a more "normal" rate,,
perhaps about 3%% over 1955. This
forecast is based on the expectation
that general economic activity ' in
1956 will average a little higher than
last year, but that the rate of in¬
crease will slow perceptibly and per¬
haps level off in the course of the
year.

Supplies of oil products will be
fully adequate to meet anticipated
demands. We are confident, however,
that capacities which can meet 1956
demands with something to spare
will be far from adequate to meet
demands in 1960. The long-term

trend- demand is st^ngly upward, which means that
expansion jpust be 3 ^continuing process. Consequently
we r^rnqpi.foresee the time, when there will be any ap-

preciab^^duction^p industry's huge volume of
capital ^eoditures. ^example, capital spending by
the oil industry;; in 1955, passed the $5 billion mark for
the first time, but even this sum will almost certainly
be exceeded in 1956,and,subsequent years.

JACK I. STRAUS

President, R. H. Macy & Co., Inc.
The nation's department stores are in a period of

sustained growth. The year 1955, as a whole, brought
department stores 7% more business than 1954. This
increase was fairly consistent throughout the year and,
at the year-end, shows no sign of
substantial abatement." r ^ " "•:
: I think that this growth is on a

sound basis, and that we can look
forward to a continuation of this

trend, although at a somewhat re¬

duced rate. The yardstick for re¬

tail trade would seem to be a

direct reflection of the employment
picture. As long as employment re¬
mains at a high level, retail busi¬
ness should continue to expand.
Therefore, barring a drop in em¬

ployment or some psychological
change in the confidence of the
public, we can continue to be opti¬
mistic in the retail outlook.

Disposable personal income was
last reported at an annual rate of $272 billion, which
is one-third higher than the* rate of five years ago.

Population is growing nationwide at a rate of 1%% a

year, and in those urban and suburban areas where
department stores have their greatest impact, the popu¬
lation is increasing at a somewhat greater rate. Indus¬
trial production has been setting new records, and is
now at a level 12% higher than a year ago.
To my mind, the most important indicator for re¬

tailers is the apparent willingness of consumers to
spend a major share of their income. This reflects a

widespread confidence in the future, since the consumer
is usually quite sensitive to his own future potential.
Over-all personal consumption expenditures have been
holding at a level equal to about 65% of the total
Gross National Product, which itself has been increas¬
ing steadily.
Translating these factors into the future, I think we

can look ahead to continued gains in department store
volume—a gain of 4 to 5% in the first half of 1956
would seem likely.
Department store operators have kept pace with the

changing needs and characteristics of the consumers.
We have noted a definite emphasis on goods for the
home; apparel lines,-"While holding their own, have
not moved ahead with hard goods. Careful analysis of
consumer needs and quick response to their changes
are the keynotes cf the successful department store in
these times.

H. M. Taliaferro

Jack I. Straus

: There are, of course, elements of caution in the pic¬
ture. Outstanding consumer credit has increased some¬

what faster, in recent months, than has the level of
retail sales, largely due to expanded credit on automo¬
bile sales. Whether this represents any "borrowing"
from future demand for department store goods re¬
mains to be seen. Also, it is possible that automobile
production—a tremendous stimulus to the 1955 economy
—will not again achieve the seven and a half million
units turned out in the past year. As a result, there
may be a leveling off of consumer income and spending
in the latter part of the year.

The price structure at the retail level has been very
stable. Prices leveled off after the 1950-1951 upward
spurt, and have varied by less than 3% since that time.
Brisk competition at the retail level may ^continue to
absorb potential price inflation to a limited degree.
Prices may rise slightly after the new minimum wage
law and the recent round of wage increases show their-
effects in the cost of manufacturing.

Generally, the 1956 outlook is promising. Certainly
there are no grounds for pessimism, and we in R. H.
Macy & Co., Inc., are setting our sales and profit goals
somewhat higher than in any recent year.

> ; H. M. TALIAFERRO
President, American Seating Company

First, perhaps, we should define our field. The public
seating industry as classified by the Bureau of the
Census, consists of manufacturers of specialized furni¬
ture for the mass seating markets. This includes schools,

churches, public auditoriums, thea¬
ters, and other users of fixed or

portable group seating. Of these,
the educational and religious mar¬
kets are the most important at
present. v; :. ■„ •. /•:;.•
A large proportion of the chairs*

desks, chancel furniture, portable or

folding chairs, etc., goes into new

buildings. The trend in new con¬

struction, therefore, will fairly well
determine the dimensions of the

demand for furniture. We believe
that the estimates published jointly
by the Departments of Commerce
and Labor " for 1956 construction
volume: plus 10% for educational
building, plus 15% for religious,

represent the top limit of the market. In other, rela¬
tively less important, segments of the market—public
auditoriums, stadiums, industrial auditoriums, clubs, etc.,
the increases may be somewhat greater.
With a continuation of high levels of national in¬

come through next year, the rehabilitation or replace¬
ment market for furniture should continue at about the
same proportion of the total as in 1955. A downturn
of the economy in the first half would probably affect
spending plans of buyers, thus indirectly affect rehabili¬
tation. A downturn in the second half would occur too
late to have a significant effect. We believe the down¬
turn, if it occurs, will be delayed until the latter part
of the year.

. Although the number of firms producing seating for
public passenger transportation vehicles is limited, their
output is considered a part of the public seating in¬
dustry. We anticipate a continuation of this year's level
of vehicle manufacturing. ' " I

Taking into consideration the varied types of furni¬
ture and the several components of our over-all market,
we expect total industry volume to increase in the range
of 5%-10% in 1956 over 1955.

JOHN F. THOMPSON

Chairman, The International Nickel Co. of Canada, Ltd.
Free world nickel production in 1955 again set a record

with output estimated at about 427,000,000 pounds, rep¬
resenting an increase of approximately 40,000,000 pounds
over the previous high of 387,000,000 pounds in 1954, and
87,000,000 pounds over free world production in 1953.
Total output by producers in Canada is expected to

reach 347,000,000 pounds for 1955. also constituting a new

high; iThis production is some 24,000,000 pounds higher
than in 1954, and represents about 81% of the free world
production. Of the remaining free world production,
Cuba accounted for approximately 7%; New Caledonia,

5%; Japan, 3%; United States, 2%, and various other
countries, 2%. •

International Nickel's output of the metal in 1955 from
its own ores reflected capacity production for the sixth
consecutive year. The company's deliveries of about

285,000,000 pounds of nickel in all forms will be the
highest in its history, representing approximately 65%
of the free world's supply.

Nickel Distribution

Total free world supply, including commercial produc¬
tion and government subsidized production, was distrib¬
uted to the extent of approximately two-thirds to the
United States and one-third to Canada, the United King¬
dom and other portions of the free world. A substantial
part of the distribution to the United States was used for
its heavy defense production and stockpile requirements.
v

The increased tempo of industrial activity throughout
•

*. - Continued on page 60
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Continued from page 59
Europe and North America increased the 1955 demand
for nickel in every established lield of interest. Slightly
more nickel was available for civilian applications than
during 1954. However, the limitations in the supply
caused by large and augmented defense requirements
and the needs of the United States Government's stra¬
tegic stockpile continued to place a burden upon the
expansion of civilian markets, thus retarding the future
growth of the nickel consuming and producing industries.
In meeting the increased defense requirements during

the year substantial assistance was provided in the United
States through the action of the United States Govern¬
ment in diverting to industry approximately 24,000,000
pounds of scheduled stockpile purchases of nickel.

Nickel Prices

Throughout the year the basic prices for Canadian
nickel to industrial consumers in all world markets re¬
mained unchanged at 64% cents United States currency
(including the VA cents United States import duty) or
the equivalent prices in Canadian and British currencies.
in addition to marketing its own production Inter¬

national Nickel, as an accommodation to the needs of
users of nickel, arranged with Sherritt Gordon for con¬
tinuation of production and delivery to industry in the
United States and Europe of premium-price nickel pro¬
vided earlier during the year to the United States stock¬
pile. This arrangement will continue into 1956. Also in
December, pursuant to the request of the United States
Government, International Nickel arranged for the de¬
livery to industry in the United States of a portion of
the nickel destined for the stockpile under International
Nickel's premium-price contract with the United States
Government. In net effect these special quantities were
provided to industry for the account of Sherritt Gordon
and the United States Government respectively and at
substantially the same premium prices as were applicable
to the corresponding special production delivered/o the
stockpile during the year.

Applications

During 1955 civilian applications for nickel s/gain were
influenced by the heavy demand for the metai for atomic
energy, military and stockpiling requirements.
The steel industries continued to constitute the largest

markets for nickel.
The production of chromium-nickel stainless steels

showed a further increase. An exceptionally high utili¬
zation of nickel-bearing scrap was helpful in this accom¬

plishment. The nickel-containing stainless steels contin¬
ued to be employed throughout industry because of their
superior resistance to heat and corrosion, ease of fabri¬
cation and good appearance.

Similarly, the demand for nickel by the steel indus¬
tries in the production of nickel-containing engineering
alloy steels has improved. Established applications for
these alloys, such as in automobiles, trucks, tractors, air¬
craft, military equipment, farm machinery, road building
equipment, power generation machinery and railroad
equipment, were responsible for the major portion of
their consumption,
During the year International Nickel's nickel-chro¬

mium alloys maintained their position as standard mate¬
rials in the construction of aircraft turbo-prop and jet
engines. These include the "Nimonics," developed in the
United Kingdom by Mond and Henry Wiggin, and the
"Inconels," developed in the United States at the Hunt¬
ington, W. Va., rolling mill. These alloys, because of
their strength, resistance to heat and corrosion, and their
ductility, are employed in various parts of modern jet
engines, as well as in industrial gas turbines. The year
1955 marked the 50th anniversary of "Monel" nickel-
copper alloys which were the forerunners of many nickel
alloys now being produced by International Nickel and
others. Known for their resistance to corrosion, good
mechanical properties and pleasing appearance, appli¬
cations for the "Monel" nickel-copper alloys are found
in practically every industry throughout the world. "Jn-
coneV' nickel-chromium alloys continued to be employed
in industry where high strength and resistance to cor¬
rosion or heat are required, and "Incoloy" iron-nickel-
<phromium alloys were again used where resistance to"
oxidation at moderately elevated temperatures is neces¬

sary. "Ni-o-nel" is a trade mark applied to a new high
nickel-iron-chromium alloy which was introduced by
International Nickel during the year. This new alloy is
capable of resisting attack by certain corrosive condi¬
tions of unusual severity. The development of a new

multi-purpose welding rod, bearing the trade mark "Inco-
Rod A" was also announced in 1955 This electrode was

designed to fill a long-existing need for a rod capable
of making strong ductile joints between a large number
of metals of substantially different compositions.
.> Similarly, as in other industries, supplies of nickel
available for the nickel-plating industries during 1955
continued to fall short of the demand. This condition
was further aggravated by the sustaining trend in North
America toward larger areas of bright metal on passen¬

ger cars together with the higher rate of automobile pro¬
duction. Among new developments in this field during
the year was the production of nickel-plated heavv steel
plate and sheet for fabrication into materials handling
and processing equipment.

. The copper-nickel-zinc alloys known as nickel silvers
maintained their position as the superior base metal for
silver-plated tableware. These alloys also have wide
acceptance as preferred materials in the communications
field.

f The cupro-nickel alloys containing 10 to 30% nickel
have proven themselves in heat exchanger applications
in the power, marine and petroleum industries. Their

combination of mechanical properties and resistance to,
corrosion has been a vital factor in establishing this
group of alloys on ^ firm basis. The 30% nickel alloy
has been adopted as'the preferred material for oil coolers
in automatic clutches by large segments of the automo¬
tive industry. ' ..

The output of nickel-chromium alloy castings in 1955
was about the same as in the previous year. The heat-
resisting types find their principal application in indus¬
trial heat-treating furnaces; the petroleum and chemical
industries are also important users. The corrosion-resist¬
ing types are used in the chemical, food processing and
petroleum industries. In addition, increasing amounts
of corrosion-resisting alloy castings are being employed
by the Atomic Energy Commission.
The use of "Ni-Hard" abrasion-resisting nickel-chro¬

mium cast irons for mill liners and grinding balls in the
mining and cement industries showed a gain over 1954.
Modification of one type of "Ni-Hard" cast irons has led
to the development of materials having the same abra¬
sion-resistance with a considerable increase in toughness.
This will permit application of heavy-sectioned "Ni-
Hard" castings in some fields where they are subjected
to severe impact conditions.
Production of "Ni-Resist" corrosion-resisting nickel

cast irons showed some improvement in 1955. These
alloys are employed in components of industrial equip¬
ment where resistance to corrosion, heat and wear is
required, The trade mark "Ni-Resist" has also been ap¬
plied to new nickel alloyed cast irons which are in a
group of magnesium-treated, corrosion and heat resist¬
ant, high strength, austenitic cast irons. These new alloys
have created considerable interest in the chemical proc¬
essing and petroleum industries and among manufac¬
turers of high-powered' engines.
Consumption of nickel as a catalyst during 1955 by the

chemical and allied industries again showed an increase.
Quantities of nickel compounds used by the ceramics
and electronics industries were also higher.

Nickel Outlook

Free world nickel production in 1956 is expected to
continue to show an increase, with output estimated at
442,000,000 pounds, a gain of approximately 65% above
pre-Korean War 1949 production. This higher output
should result in more of the metal becoming available
for industry in 1956 than in 1955.

J. K. THOMPSON

President, Union Bank of Commerce, Cleveland, Ohio

Nineteen Fifty-Five has been our top year in Gross
National Product, in national income, in corporate profits
and in dividend payments, in expenditures for new con¬
struction both commercial and industrial, and residential,
in total number employed, in aver¬

age hourly and weekly earnings, in
production of both durable and non¬
durable goods, in total amount of
bank deposits, in total amount of
money borrowed from the banks for
business loans and from the banks
and other lenders for mortgage loans
and consumer credit borrowings.

J. K. Thompson

The important question is, "Where
do we go from here?" In this great
American economy of ours and in
typical American thinking, we want
every business year to be better than
the year before and we somehow
feel that we are falling behind if we
do not have a better net result than

we had the year before. With a year
like 1955, where new records were made all along the
line, it is difficult to see too clearly that 1956 as a whole
will be very much better than 1955. We are going into
1956 on a high plane of business activity. National secu¬
rity expenditures will probably be about the same in
1956 as in 1955. There was a slight build-up in business
inventories in 1955, but not enough to detract from some
further build-up in 1956. It is probable that production
of steel, aluminum, copper and other important metals
will be at. practical capacity in 1956, which would be
slightly' higher than 1955. It is expected that business
expenditures for new plant and equipment will be
slightly higher than in 1955, as will expenditures for
highways, school buildings and other public works and
facilities. There will continue to be a high rate of resi¬
dential construction in 1956, but below 1955. I think that
sales of passenger automobiles in 1956 will also be some¬
what below 1955, but still a fine year for automobile
sales.

,I believe that there will be approximately full employ¬
ment in 1956, and that personal income will be higher
than it has been in any other year, which should also
apply to disposable income after taxes and personal sav¬
ings. I believe there will be some reduction in the
amount of consumer debt outstanding, due in part to
reduction in amount of automobile paper outstanding
caused by lower sales of automobiles, and substantial
pay-downs. I think there will again be very little change
in the consumer price index, which has shown very little
change in the past three years, as a further slight reduc¬
tion in the price of food products will probably offset
slight increases in other items.
To summarize all of the above, I think that business

in 1956 will be slightly better overall than in 1955.
With respect to hanking: There was a substantial in¬

crease in 1955 in the demand for business loans, mort¬
gage loans, and consumer credit loans. On the basis of
the law of supply and demand, interest rates have been
higher in 1955 than in 1954. The Federal Reserve au¬

thorities during the latter part of 1955 followed a policy

Amuif Ueland

of restraint in the money markets. There were several
increases during the year in the banks' rediscount rate.
The slight restraints effected by the Federal Reserve
authorities have been well worthwhile. It is important
to prevent an inflationary spiral that might lead to a
future deflationary setback.I think banks and other
lending agencies have done a good job of meeting all
reasonable borrowing demands and that they will con¬
tinue to do so in 1956. There will probably be some

slight reduction in the amount of bank loans the early
part of 1956, but there will undoubtedly continue to be a
substantial demand for bank loans this year. I do not
anticipate any further tightening of the money supply
or increase in interest rates.

ARNULF UELAND

President, Midland National Bank of Minneapolis, Minn.

During 1955 the economy of the country attained the
highest level in our history, which was hardly expected
at the beginning of the year. Now it appears that we
are at or near the peak of a boom and in spite of present

economic momentum and some ex¬

cessive optimism a leveling off or
possibly some sort of adjustment
seems likely..-This is a good thing
and there is no need to regard such
an outlook with apprehension.
The record breaking totals of the

past year resulted from good general
conditions in almost all lines except
prices in agriculture. However, con¬
tributing to the year's total volume
there was in addition an overdose
of stimulating forces that can handly
be sustained indefinitely, and there¬
fore should be recognized as prob¬
able negative influences for the near
future. One of these forces was the

marketing of about two million more'
new automobiles than the average of the preceding six
years, at least some of the increase being at the expense
of future markets. Another was under-financed housing
construction, mostly government guaranteed, of some¬
thing like 1.3 million new residential units, some of this
also at the expense of future markets and normal stand¬
ards of credit prudence. A third of these forces was a

$6 billion increase in outstanding consumer credit which
v/as partly made possible by relaxations of terms. Low¬
ering the quality standards of credit is obviously a
process which cannot go on indefinitely.
The unsatisfactory price situation in agriculture is

another unfavorable factor. In spite-of the largest farm*
production on record, 1955 was the fourth consecutive
year in which farmers' net income declined. If farmers'
incomes continue to decline they must eventually buy
fewer goods and services, and there is no cure of this
problem in sight for, next;year.
I have referred especially to the strains that threaten

the very high level of our economy because the general
disposition seems to be almost wholly optimistic. How¬
ever, the broad underlying condition of the country is
strong and dynamic. Our people and our institutions are
strong, vigorous and resourceful; production is at the
highest level in history, market demand is strong in most
lines; technological advances are bringing new and im¬
proved products, and there is virtually full employment
at high pay with greater consumer purchasing power
than ever before. These conditions are a basis for ai
sustained prosperity. - ' , :»
With existing tight supply and high cost of money, it

is to be hoped that the Washington authorities will be
slow to take further restrictive action affecting the gen¬
eral availability of credit, and be quick to reverse pres¬
ent policies of restraint at the first sign of a decline.
The overall outlook warrants an attitude of confidence

for the coming year, and also a recognition that, as
always, there will be change and need for adjustment
to new conditions and new problems.

CARL W. ULLMAN

President, The Dollar Savings and
Trust Company, Youngstown, Ohio

- ■■ •

f •••; .. u '- - <•

During 1955, business activity was at the highest level
in the history of our ;country. The expansion of debt by
state and local governments, by business and by indi¬
viduals was largely responsible for reaching our un¬
paralleled prosperity.; This fact un¬
doubtedly motivated the Board of
Governors of the Federal Reserve
System to adopt progressively re¬
strictive credit policies.
It is difficult to say just what

effect these policies have had or to
guess as to where the tempo of
business might be if they had not
been adopted because of the strong
tide of confidence and optimism
which has been running. There is
no question that they have had some
restraining influence.
We do have an expanding eco»y -]

omy with an increasing populatidrr
and a rising standard of living. Many
factors would indicate that our high
level of production will continue, but some competent
economists see elements of weakness in our present
position. Among other things, they are concerned with
the farm problem and the heavy individual debt burden.
Although the Federal Reserve System is attempting
to maintain stable business conditions, it cannot do the
job alone. It is un to our peonle. Onlv if the people
practice thrift and exercise self-discipline in keeping

Carl W. Ullman
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their spending and debt within manageable proportions,
can our economy remain sound.
It is generally anticipated that business can look for¬

ward to 1956 with confidence. There will be problems,
of course, because no period is free from some business
complexities. These can be minimized or solved if man¬
agement will employ sound judgment in its approach to
such situations.

, '

HENRY VERDELIN
'

President, First Western Bank and Trust Company,
San Francisco, Caiif.

Economic weather-vanes indicate 1956 should be a

year of continued prosperity, providing that the desir¬
ability of controlling inflationary tendencies is dominant
in the minds of industry, business, labor and agriculture.
Restraint on an expanding econ¬

omy should be the subject of serious
consideration, with such restrictions
as may be necessary to control the
expansion of credit and thereby pre¬
vent inflation and boom, by >
v4 California's increasing population
will warrant continued housing con¬

struction, with the possibility that a

degree of saturation will occur dur¬
ing the year. Prices should remain
at the present level.
Instalment credit financing indi¬

cates continuance at its present pace,
with even a slight increase to be
expected without raising the ques¬
tion of its advisability in a normal Henry Verdelin
economy. , • ; ' '

Reduction in automotive production has already been
proposed, suggesting that there will be no need for any
substantial increase in financing for automobiles.
Interest rates should continue as at present, since

further increase in rates could be inadvisable.

Demand for loans to business and industry should be

maintained '
, '

Inventories should not increase to any great extent.
Plant expansion can be expected to provide improve¬

ments in production and product, and lower costs.
Retail trade should enjoy an excellent year because

of the expendable income available.

CHARLES A. WARD

President, Brown & Bigelow

Businessmen everywhere are planning for a larger
share of the bigger market ahead.
In a favorable business climate,
they face a year of greater ^pro¬
ductivity, increased population, pub¬
lic works programs, and not one,
but hundreds of wonderful new

products and services. :
This is the greatest opportunity

in history for intelligent advertising.
The stepped-up tempo of the bigger
market will be marked by tougher
competition. The wise advertiser will
be prepared for the competition.
Our 1100 salesmen report that

alert businessmen are planning now

for 1957 by revising their 1956 ad¬
vertising budgets upward. Brown &
Bigelow sales since the opening of

cur new selling season have broken every record set
in our 60-year history. -

J. B. WARD

President, Addressograph-Mulligraph Corporation
The U.S.A. is apparently headed for new high levels

of business operation. We at Addressograph-Multigraph
have every reason to concur in the universal feeling that
the year ahead will be one of superlative achievement
in the national community as a whole.
Our own operations haVe responded

forcefully to the many steps for
growth that have successfully been
taken in recent years. Fiscal 1955
(July 31) recorded the corporation's
greatest year in sales, earnings and
dividends paid. Calendar year com¬
parisons show 1955 U. S. and Cana¬
dian billings up 16% over 1954 . . .

and worldwide billings up 17%.
To our way of thinking, the cur¬

rent economic climate is but a golden
opportunity to plan and do the things
that will insure operating at a profit
under less favorable conditions. We
have intensified market coverage

through the establishment of more

prime distribution outlets and the hiring and training
of more new men in the field. Research and engineering

activities have been stepped up to insure our future.

And, to meet the rapidly increasing demand for Ad¬

dressograph-Multigraph simplified business methods, we
are at this very moment in the midst of a 44% expansion
of our Cleveland home office and factory facilities.
Such a program bears witness to our faith in our busi¬

ness and in our country. We look forward to a world at

peace . .. and another year of sound, steady progress and
prosperity. - rttlllllW

Charles A. Wa*d

J. B. Ward

,,, R. A. Weaver, Jr.

, ROBERT A. WEAVER, Jr.
President, The Bettinger Corporation

A continued growth in sales and earnings is expected
by the Bettinger Corporation, porcelain enamel products
manufacturer. We estimate that sales in 1956 will show

approximately a 20% increase from those of this year,

possibly reaching a rate of $7,000,000 • -

during the coming year for the cor¬
poration and its family of companies.
Increased uses of porcelain enamel

in two major fields, architectural and
industrial, will account for the higher
sales figure. Many of the major
projects which have been developed
in the company's research program

during past several years are now
ready for market.
Among the products expected to

boost the Bettinger's group sales is
a new ceramic-on-steel wall tile,
which is guaranteed against crack¬
ing, crazing or color fading for the
life of the ^building in which it is'
-installed. The new tile, named "Star-
fire," was developed to meet the growing need for an
economical, high quality ceramic-surfaced tile, primarily
for use in the mass home building field.
Architects are making extensive use of ceramic tiles

throughout new homes. No longer is the tile confined
to the bathroom and the kitchen. Now ceramic tile walls
are found in family play rooms, corridors, children's
rooms and foyers. This recognition of the versatilty of
ceramic tile is. an important step forward for both the
ceramic tile and building industries.
Sales for 1955 should exceed $5,000,000 for the first

time in the family of companies' history. This increase
from the $3,750,000 reported for 1954, is due primarily
to operations of Graham Bell, Limited, in Canada, which
has just opened a new plant,- and to increased activity
and development in major new fields. * . H
A corrugated roofing and siding material, resistant to

corrosive attacks, sold under the trade name of V-Corr,
is making substantial sales progress. Reaction at a recent
chemical industries exposition is indicative of large-
scale use in coming years.

Specific areas of development are such uses of the
company's products as architectural curtain wall panels
in large buildings and chalkboard in schools, and the
use of ceramic industrial coatings and high temperature
coatings.
The ten-year program of product and plant expansion

and development which the company embarked upon
in 1947 is being successfully conducted. Sales in 11)47
amounted to $387,000. Since that time, the Bettinger
family of companies has grown to a mature organization
and is comprised of six separate plants and a number of
foreign licensees. ' '

W. J. WEBB

Vice-President, Outboard, Marine & Manufacturing Co.
Division Manager, Evinrude Motors, Milwaukee 1

The National Motor Boat Show ended in' New York

last week. We, in the outboard industry, had approached
the show with confidence. We've known for a long while
that recreational boating has become the fastest growing
sport in the country. But, frankly,
we were amazed at the avalanche of
orders which snowed down upon our

dealers.
In New York, the boat show was

a record-breaker. We're looking to¬
ward the same results next month in

Chicago where the Chicago National
Boat Show is the biggest of its kind
—320,000 square feet of space de¬
voted to boats, motors and marine
equipment.
The growth of outboard boating

within the past 10 years has been
truly phenomenal. Better than IVz
million outboard motors are cur¬

rently in use; the industry fs turning
out some half million units annually.
The reasons for this remarkable growth are many.

They've been summed up by the social historian in many
ways—an increase in national income; an increase in
leisure time; the swing from spectator to participant
sports; the desire to escape from crowded highways; and
the need for a pastime in which the family can partici¬
pate as a group.
In the outboard industry, it's necessary to project

engineering, sales and marketing programs ahead by at
least five years. This year, Evinrude planned a 20%
increase in production capacity. Right now, it looks as
though this increase won't be enough to permit us to
meet the growing demand.
Present orders for motors are running about 30% ahead

of this period, last year. Shipments are substantially ahead
of expectations and dealer enthusiasm has reached a
peak never before experienced.
We just recently embarked upon a five-year expansion

program. This move was made after a careful evaluation
of the boating market as it exists today and a projection,
by all our departments, of what to expect in the future.
As part of our expansion program, we recentlv ac¬

quired ground in north Milwaukee for an additional
plant. The new plant will cover 160,000 square feet and
will be built at a cost of $1,700,000. As an entirely mod¬
ern, functional building, the plant will be used for assem¬
bly and shipping operations.
From an industry point of view, the future has never

been brighter. One need only attend a boat show in

W. J. Webb

practically any major city in the country and see for
himself the marked consumer interest in boats and

boating. ' V. . ..

The growth of boating has developed one ironic twist
—th» number of boats going afloat each year far exceed
the facilities to take care of them. There's a crying need,
throughout the country, for additional launching ramps,
docks, marinas and small boat basins. This phase of the
industry, alone, opens a wide new investment opportu¬
nity for private capital. Even the retailer finds himself
in the position of needing to expand his operation to
meet the growing market. Here again, private capital
can find an opportunity seldom equaled through invest¬
ment in established retail operations seeking funds for
expansion. :

Without a doubt, recreational boating has become the
country's fastest-growing sport. As such, it has also
meant that the outboard boating industry is one of the
country's fastest-growing industries. The present is bril¬
liant— and there's no limit on what to expect for the
future.

SIDNEY WEIL
'

President, American Safety Razor Corporation
An analysis of the 1955 business year and an attempt

to view the coming year presents an optimistic picture.
More razors and blade$ will be sold in 1956 than ever

before and I believe the American Safety Razor Cor¬
poration will enjoy a larger share of
this market.; .7 ,

ASR has completed the enormous

•job of relocation, a period which
involved suspension of production
for about six months. The new $5,-
000,000 ASR factory at Staunton,
Va., now is in full production with
over 1,000 employees and we look to
1956 with considerable optimism.
Along with several other business

firms, we are embarking upon a

program of diversification and ex¬

pansion, including acquisition of
new product lines. We recently
completed exclusive distribution
arrangements whereby American Sidney Weil
Safety Razor will sell and install

• carpet, textile and other looms in the United States and
Canada. These loms are made by Van De Wiele of Bel-

... gium, largest European manufacturer of carpet, tapestry
and jute looms. ,

':"V With the ASR relocation program completed, and this
program of expansion and diversification, as represented
in the agreement with Van De Wiele and the opening of
three new divisions, the company can expect to have
one of the most active years in its 75-year history.
The Staunton people have turned out to be magnifi¬

cent employees and with comparatively little industrial
experience, they have stepped into many and varied
jobs at the new plant and proved that they are the
equals of workers anywhere.
ASR manufactures all three,types of the popular razor

blades—single edge, double edge aim injector blades,
and other shaving, soap and cosmetic products.
At the present time, about 80% of our business is in

• the shaving field and though we anticipate an increase
in the gross sales of these products, the percentage prob¬
ably will decrease, due to our diversification program.
With regard to electric shavers, it is my opinion that,

though they undoubtedly have prevented razor blade
sales from increasing as rapidly as they might have,
they are not a tremendous threat. One indication of
this is that razor blade sales have continued to increase

along with the increase in population, and even a man
who owns an electric shaver generally uses a safety
razor in order to get a really close share.

FREDERICK R. WEISMAN

President, Hunt Foods, Inc.

I am in agreement with the economists who believe
r- that the prosperity of 1955 will continue into 1956. The
outlook for industry as a whole is good. The food indus¬
try, which is less subject to fluctuation than many others,
is looking forward to the coming year
with more optimism than we have
noted in a number of years. In fact,
it would appear that the various seg¬
ments that make up the food indus¬
try are all preparing for increased
activity.
At Hunt Foods, we are making

plans to step up our efforts in a num¬
ber of different ways, and we are

fully confident that our program
will be consistent with the over-all
business pattern which will develop
as the year progresses. Those of us
who are in the canned foods busi¬
ness feel that we have already met
the challenge of "new food items"
and, as producers of the "original
convenience foods," we are conlident that our position
is a strong one. We expect, of course, to strengthen our
position even more by keeping alert to new scientific
developments which might improve quality, speed up
operations or effect economies which would enable us
to offer even better food values to our customers.
We believe that the progress made by the food industry

in recent years constitutes a trend which will continue
in 1956. We feel certain that an industry that is as com¬
petitive as the food industry will be taking aggressive
steps in the months ahead, not only to maintain but to
improve its position.

Continued on page 62

Frederick Weisman
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Continued from page 61

CHARLES P. WHITEHEAD

J President, General Steel Castings Corporation
The steady increase in almost all aspects of our busi¬

ness which we experienced in the year just closed is
expected to continue well into 1956. General Steel s
principal products are large integral steel castings lor
railroad cars and locomotives, cast
armor steel tanks for national de¬
fense and other large castings for
heavy industry. In all of these fields,
orders during the past year have run
substantially ahead of 1954, and are
continuing at a rate which indicates
further increases in production and
shipments in the year ahead.
The year 1956 should also see ma¬

jor progress for General Steel in
diversification. Last December, Gen¬
eral Steel purchased The National
Roll and Foundry Company of Avon-
more, Pa., which we will operate as
a wholly owned subsidiary. Since its
founding as the West Penn Foundry
Company in 1894, National has spe¬
cialized in casting arid machining iron and steel rolls
for forming and processing many types of metal, rubber,
plastic and other material. In acquiring National, we
are adding a new line of products closely related to our
own field of experience in production. We expect that
National will benefit from the diversity of experience
and from our extensive metallurgical research facilities
—and also from General Steel's effective national sales
program. It is hoped that the joint effort of both organi¬
zations will contribute materially to sales and earnings
in coming years.
General Steel's financial outlook for 1956 will be fa¬

vorably influenced by the retirement, last year, of all
the remaining preferred stock, which marked the end of
a 15-year program of debt reduction and simplification
of capital structure. This program was financed prin¬
cipally out of current earnings plus a $6 million eight-
year bank loan. In this period, the company has re¬
deemed $17 million of 5Vi % bonds and $10 million of $6
cumulative preferred stock. Only stock outstanding now
is 472,201 shares of common.
In recent years we have also applied substantial por¬

tions of earnings to plant modernization and equipment.
We plan to continue such expenditures this year, so that
all of our plants at Granite City, 111., Eddystone, Pa.,
and Avonmore, Pa. will remain in their present excellent
condition.
The expansion of our foreign markets will receive a

good deal of attention in 1956, as it has in the past year.
We have recently started production on a $2,500,000 order
for 70 cast-steel locomotive beds for the South African

Railways. This is a solid indication that while steam
locomotives are disappearing from the American scene,
demand for General Steel's unique integral cast-steel
beds will continue from major railroads in many parts
of the world, where use of diesel or electric power is
not economically feasible. The advantages of our beds
are indicated by the fact that the South African Rail¬
ways find them worth not only the higher initial cost
(as compared with bolted multiple-part construction),
but also the significant cost of transportation of the beds
to Manchester, England, for assembly before final ship¬
ment to South Africa.
Domestic railroad demands are mainly reflected in our

substantial backlog of orders for integral cast-steel truck
frames for high-speed baggage and passenger cars, and
cast-steel underframes for flat cars, pulpwood cars and
depressed center cars. Production of these items is con¬

centrated at Granite City and will go forward at a high
level during 1956./ . *
The coming year will also see a high level of produc¬

tion at Eddystone of large steel castings for steam tur¬
bines for the electric power industry, as well as a wide
range of castings for general industrial customers.

Shipments of cast-steel armor hulls and turrets for
Patton medium tanks for national defense will continue
through 1956 under a new contract with Alco Products,
Inc.

I.W.WILSON
President, Aluminum Company of America

Aluminum Company of Americajhad its strongest year
in history and looks for even greater growth and demand
for its products in 1956. Long-range prospects are equally

encouraging. Alcoa's output of pri¬
mary aluminum was approximately
700,000 tons in 1955. In the coming
year the company's installed capac¬
ity is scheduled to reach 792,500 tons
with the completion of expansion
projects at Point Comfort and Rock¬

dale, Texas, and at Wenatchee and
Vancouver, Wash.
The tremendous growth of estab¬

lished and new uses for aluminum

prompted Alcoa to spend more than
$80 million in 1955 to increase smelt¬

ing and fabricating facilities. More
expansion is planned for 1956.
We intend to build a $35 million

alumina plant adjacent to the Point
. Comfort smelter, providing the U. S.

Army Engineers will construct a navigation channel from
the Gulf of Mexico to the company's facilities.
Building construction displaced the transportation field

I. W. Wilson

as the biggest single market for Alcoa and the aluminum
industry. With scores of aluminum-skinned buildings
now under construction or in the planning stage, this
use is certain to advance.
Automotive applications likewise advanced sharply

and '56 and '57 models individually will utilize more of
the light metal than ever before.
Interest in colored aluminum is mounting, since Alcoa

announced recently it could provide fabricators for the
first time with direct-from-the-mill shipments of the
metal in many hues.
Unprecedented demand for aluminum foil in the home

and industry was answered by Alcoa with a program to
expand foil production capacity at Davenport, Iowa, and
Alcoa, Tenn., by 32 million pounds during 1956. At
Alcoa and Edgewater, N. J., foil facilities previously had
been increased in 1955. ; ^ : ,

The company and Ekco Products, Inc., announced
jointly the formation of Ekco-Alcoa Containers, Inc., to
manufacture and sell aluminum foil containers. Con-„
struction of new facilities for this purpose is underway
at Wheeling, 111. ......

Agricultural uses of aluminum in irrigation pipe, farm
roofing, pole barns, and farm gates are expected to con¬
tinue to grow in the year ahead* Irrigation pipe produc¬
tion broke .all records in 1955. ^
.'The economies of* using light, efficient aluminum in
the electrical conductor field have placed the metal in
a strong competitive position for 1956 markets. Alcoa's
Massena, N. Y., .facilities are being expanded to include
production of insulated aluminum line conductor. 4

Steadily rising demand for aluminum alloy sheet in
light gauges and narrow widths for residential siding,
sheathing for electrical conductor, containers, lamp bulb
bases, and kindred uses will be met with a new 44-inch
rolling mill to be installed at Alcoa, Tenn.
With, sales increasing for such products as aluminum

forged wheels for trucks and buses, Alcoa is expanding
facilities for producing forgings and other aluminum
products. As part of the Air Force Heavy Press Program,
50,000 and 35,000 ton hydraulic forging presses were put
into production by Alcoa at Cleveland during 1955. Con¬
tinued emphasis is being placed on research and devel¬
opment.
Products of Alcoa and its customers are being pro¬

moted through a new labeling identification program
which will be intensified during 1956 ... a year
which bears every indication of a continued upswing in
aluminum. ' V" -

S. D. WHITEMAN

President, Kansas-Nebraska Natural Gas
„ Company, Inc.

The outlook for the natural gas^industry in the United
States presents a real challenge 'to all engaged in the
production, transmission and distribution of natural gas.
The American Gas Association estimates that all firm

requirements of natural gas plus in-
terruptible deliveries will aggregate
$82.6 billion therms for the nation
in 1958, equivalent to a gain of 23.6%
when compared with 1954. Total
firm requirements for ultimate con¬

sumers in 1958 are expected to ex¬

ceed the 1954 level by 14.1 billion
therms, representing an advance of
32.4% to 57.6 billion therms.
As regards residential demand for

natural gas in the United States,
A.G.A. forecasts an increase of 40.6%

by 1958. Furthermore, peak day firm
natural gas requirements of ultimate
consumers are expected to rise from
290.5 million therms in 1954-1955 to

396.2 million in 1958-1959, equiva-
lent to an increase of 36.4%. These figures graphically
illustrate that the demand for natural gas is still on the
increase and that the industry will be required to work
harder than ever before at the task of supplying the
nation's growing fuel requirements. It is anticipated that
natural gas utilities and pipelines will spend $4 billion
during the period 1955-195^ for new facilities. Of this
amount, $1.9 billion, or 47%?, will lie spent for trans¬
mission facilities.

It can readily be seen that all three phases of the
natural gas industry—production, transmission, distribu¬
tion—are going to be plenty busy in the next few years.
Transmission and distribution facilities will have to be
improved and expanded to meet demand, and produc¬
tion will have to continue at an accelerated rate in order
to supply sufficient reserves. In 1925 the estimated proven
reserves of natural gas in the United States amounted
to about 23 trillion cubic feet; in 1955 the amount was
about 211 trillion cubic feet without regard to the amount
which had been consumed during intervening years. Re¬
serve figures must continue to increase so that natural
gas consumers can be assured of a dependable, economi¬
cal supply of fuel for years to come.
The prospects for the production end of the industry

are somewhat in doubt at the present time; A recent
decision of the United States Supreme Court held, in
short, that producers of natural gas are subject to Fed¬
eral regulation at the wellhead. This holding was con¬

trary to the beliefs of the industry and the Federal
Power Commission since the passing of the Natural Gas
Act in 1938. Subsequent to the Supreme Court ruling,
therefore, appropriate bills were introduced in the Con¬
gress to exempt the producer from regulation in some
measure. The House version of this legislation, known
as the Harris Bill, was passed during 1955 by a vote of
209 to 203; its Senate counterpart, the Fulbright Bill,
will be voted on in 1956.

S. D. Whiteman

v Federal regulation of the producer can seriously inter-*
fere with the flow of natural gas into interstate pipe¬
lines for delivery to the ultimate consumer. Natural gas
users have no reason to be pleased over the prospect
that future supplies might dwindle while consumption
grows steadily greater. It is evident that 8,000 private,
competing producers cannot be transformed into 8,000
public utilities without serious repercussions within the
industry. This is especially true in natural gas produc¬
tion because of the necessity of a heavy initial outlay of
capital and the high proportion of failure oyer success.
The trend of future events, if regulation remains with

the producer, is already apparent in statistics. They show
that the number of new gas wells and the amount of new
gas reserves are declining. In 1953, the last full year
before Federal control of production, 11.7 trillion cubic
feet of natural gas were added to the nation's reserve

supply against future needs. In 1954, the increase in
reserves was only 263.6 billion cubic feet—a drop of
more than 98%! Furthermore, during the first seven

months of 1955, completion of new gas wells fell 12%
below the figure for the corresponding period in 1954.
This is tragic proof of the result of Federal regulation

of an aspect of the natural gas industry which had here¬
tofore always functioned in the best interests of the
consumer under the proven system of free competition. •

Much has been said about protecting the consumer
from "outrageous" prices demanded by producers. The
record is to the contrary. In contrast to a 90% climb in
the cost of living, the cost of gas service for the average
American household rose less than 7% in the 16 years

preceding the imposition of Federal controls on natural
gas production. This 7% increase related to all types of
residential gas—natural, manufactured and mixed—but
the price performance of straight natural gas was even
more noteworthy. Actually, there was a price decline
of almost 7% in average monthly retail bills for straight
natural gas for typical household uses from 1938 through
1953, the last full year before Federal controls were

imposed on natural gas production.
Prices charged by producers for gas at the wellhead

are a very small part of what household consumers pay
for gas service. In New York City, for example, the
average cost for a thousand cubic feet of natural gas
to the household consumer was $2.08, yet the producer
got only $0.08 of this. In Minneapolis, the producer's
share was $0.10 out of $0.82; in Baltimore, $0.13 out of
$1.51; in St. Louis, $0.10 out of $1.09. On a national
average the producer's share is about 10% of what the
household consumer pays for gas at his home.
The nation's 8,000 natural gas producers have no as¬

sured market as do pipeliners and distributors, and they
do not render a utility service. Working under highly
competitive conditions, the producers must have an in¬
centive to take the financial risks involved in searching
for and developing new gas supplies. Federal regulation
and price-fixing remove this incentive to the detriment
of the ultimate consumer.

All three segments of the natural gas industry—pro¬
duction, transmission and distribution—are interdepend¬
ent. Regardless, therefore, of the promising outlook for
the industry in coming years, still 1956 could be a year
in which optimistic forecasts would have to be sharply
revised unless the producer is returned to his previous
status in free competition.

F. P. WILLIAMS

President, S. S. Kresge Company

We are optimistic over the prospects for a continua¬
tion of the favorable trend in retail sales through 1956.
The first half looks very promising. 1956 promises to
be a year of almost full employment with disposable
personal income the highest level on
record. Individual family, income
will be at a record high with an

increasingly greater per cent of
families in the middle income

•bracket. It is forecast there will be

almost a 25% increase in the number
of children through the high school
age.
This change in our economy offers

our type store an excellent opportu¬
nity to improve our sales position
in 1956. We must anticipate the
need for greater emphasis on higher
priced feature items within our as¬

sortments to keep in tune with the
demand of higher income families.
Our physical plants have been

built and modernized, emphasizing greater display
space in order to offer our customers more complete
assortments. Although the majority of new stores are

being opened in shopping centers, we are optimistic over
the future of our downtown stores as is evidenced by
improvements in these locations. A greater share of
shopping is done in family units, at less frequent in¬
tervals . . in many cases, once a week. Less time is
available to our population for shopping and we are

in a better position to offer the needed fast, complete,
one-stop shopping in this stepped up economy.

Buying organizations have been strengthened with
specialists trained in the selection of the most complete
assortments of the latest in design and style and best
quality of merchandise we can find to present to our
customers. Much has been learned in recent years

concerning the most productive presentation through
display, packaging and specialized service that is in
keeping with future sales possibilities.
Sales in our field have not kept pace with industry,

as a whole, and no doubt it has been due to our failure
to anticipate through research and courage the changing

F. P. Williams
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needs of our customers and the proper - methods and
timing of mercnandise presentation. We have reason
to feel confident that 1956 will produce more favorable
comparisons.

. Prospects for retailing in the variety field are very

promising. The people realize the variety stores over
.the years have .built their reputation on giving the
customer quality merchandise within a limited price
:range at the lowest possible price. A continuation, of
dhis policy adjusted to our new economy levels and
combined with the latest in shopping convenience and
service will assure our stores a deserving share ^ of
-consumer patronage in 1956..

HANS J. WOLFLISBERG

President, The Nestle Company, Inc. *

. Price reduction in 1955 in the coffee producing coun¬
tries was reflected in lower costs, particularly of ijnstant
^coffee/to the consumer who responded by buying more
of this type than ever before. Similar price reductions

in cocoa beans afforded bigger val¬
ues in chocolate products and boosted
sales. -. t
V Instant coffee sales increased 2Q%
over the 1954 volume for a total re¬
tail volume of over $350 million in
the year just ended. We expect in¬
dustry-wide sales of instant, cdfi^e
to be even bigger in 1956.
Each successive year has seen £ a

rise in instant coffee sales ever sinpe
Nestle's introduced Nescafe," • tije
world's first modern instant coffee,
in 1939, And, despite political un¬

certainties in some countries whejfe
_ coffee is grown, prices of instant cof-
Hans J. Woif.isberg fee wil1 continue to give excellent

■/ ■■■ value to the consumer. . j
Tangible evidence of the rising

. popularity of instant coffee in general, and Nescafe in
particular, is seen in the fact that in 1955 more than one

. million housewives sent lor the special six cUp' sile'x
coffee maker sold as a premium in connection" wi|h
Nescafe. This substantial response to an offer" of a

premium suitable for the preparation of instant coffee
. by the pctful, shows that the public has come to regard
the product as a beverage for the entire family and npt
simply as a one cup convenience coffee. The"flavpr
.quality and economy of Nescafe and our othe.t t\yo
brands, Decaf and Nestle's Instant Coffee, have ma^e
them the accepted all-occasion coffee in a huge num¬
ber of homes. Their popularity is an indication of the
broadening market for all instant brands.

New regional markets were opened for Decaf, the
instant decaffeinated brand, during 1955 and it is now

, sold in most metropolitan areas east of the Mississippi.
Nestle's Instant Coffee, a companion blend to Nescafe

- formulated for people who prefer a milder, metfowgr
cup of coffee, is now in markets on both the Atjantjc
and Pacific coasts and is being advertised and mer¬

chandised extensively.
The increasing demand for its instant coffee fi'a? im¬

pelled Nestle's to purchase a 70 acre tract in Suffolk,
Va., for a fifth instant coffee plant. The site Was chosen

primarily for its excellent water supply, an important
factor in instant coffee manufacture, and also becauie
of its proximity to adequate rail and truck transporta¬
tion routes. ^ j

Development in the convenience foods included-* a

rising popularity in our firm's Cookie Mix. Also in

1955 Nestle's began packaging its Toll House (Rookie
Mix, which includes Semi-Sweet Chocolate Morsels,
previously, available only in separate packages. >A
greater demand was also registered for the chicken and
beef bouillon cubes manufactured by our Maggi division.
The cubes are used not only as a beverage but^haye
become extremely popular because of the waW they
enliven the. flavor of gravies, soups and stews. & * ?
During 1956, ground will be broken on the plot the

company owns on Bloomingdale Road in White Plains
for construction of its projected executive headquarters
building. During 1955 we had to rent additional office

space, in White Plains on two occasions to provide for
our growing operations, -

Newspaper and magazine advertising, expanded^dur-
ing 1955, will be continued on an intensive basis. Dur¬

ing the past year the company's aggressive point bf
sale merchandising program proved popular with dealers
and will be continued. ' • . f
Last fall Nestle's commenced sponsorship of ij$» own

half hour, network television program, "Stage Show,"
starring the Dorsey Brothers Orchestra and the June

•

Taylor Dancers and featuring guests widely knovvn in
the entertainment field. The program has consistently
been given an enthusiastic reception by listeners. Both
Nescafe and chocolate products are advertised on "State
Show" and a sales increase, attributable directly to the
program, has been obvious. " - .j

The keen competition in the food business will c6n-
tinue unabated in 1956, with the consumer being fhe
gainer. Competition forces the constant rise the
quality of convenience foods at lowest possible prices,

Herbert B. Woodman

thus not only giving the consumer better value as time
goes on but broadening the market for manufacturers
able to meet the constantly rising standards set by such .

competition. " V'• '1. '■■

.V;. HERBERT B. WOODMAN
President, Interchemical Corporation

Interchemical is a manufacturer of diverse chemical

coatings for use in industry, such as printing inks for
packaging and publications, industrial finishes, textile
colors, coated fabrics and others. As our sales tend to

follow the Federal Reserve Board of
industrial production (adjusted to
exclude heavy industry and arma¬
ments) the optimistic predictions for
the next six months promise a high
level of activity for all our operat¬
ing units.
Constantly rising costs in the in¬

dustries which use our products en¬

courage us constantly to strengthen
the research program whfdH has al¬
ways been the foundation of our

activities and which, in 1955, helped
us achieve record' sales of about

$100,000,000. A faster - drying ink
which permits the speed of a press
to be slightly increased, an enamel
which allows an appliance manufac¬

turer to pass a few more units through his production
lines without increased labor costs, is of great interest
to our customers jat a time when the industrial capacity
of the country is being strained and we are reaching
the limits of available manpower.

Such increased productivity through chemical coatings
■which permit greater operating efficiencies, in our busi¬
ness, conies only through the kind of basic, organized
research which Interchemical has sponsored .since its
founding and through our over-all technical attack, a
combination of thinking, training and experience which
brings the benefits of advancing technology to the in¬
dustries we serve with chemical coatings.
Our technical service to customers is being supported

by a high rate of plant expansion required by our grow¬
ling markets. ,

The dynamic packaging industry, which takes more
than a third of our output and which is serving the self-
service marketing revolution, promises growth greater
than average during the next year. This, combined with
the generally higher standard of living in the United
States which always accelerates the .demand for the
color supplied through chemical coatings, makes us be¬
lieve that 1956 offers new opportunities and that we
are in a position to take advantage of them.

STANLEY WOODWARD

President, The Ruberoid Co.

If the predictions of the U. S. Commerce and Labor
Departments are accurate, building materials producers
are likely to increase the volume of their output in 1956.
These agencies estimate that total expenditures for new
construction in the new year will be
about 5% higher than the estimated
$42 billion record set in 1955.
Along with a high level of activity,

we expect to see a continuation of
the keen competition for markets

among most building material manu¬
facturers which characterized the in¬

dustry in 1955.* The Ruberoid Co. is
a leading manufacturer of asphalt
and asbestos building products.
In the past 12 months, the economy

in general and construction in par¬

ticular, were spurred by factors which
have resulted in a record building
pace in almost every one of the post-
World War II years. Keys to the in¬
dustry's prosperity have been nearly
full employment and increasingly high levels of con-
sumer incomes. Added to these stimuli have been a

growing population and a tremendous shift of families
from one part of the country to another. In the year
ending last April, for example, more than 30,000,000 peo¬
ple changed homes, most of them going from the cities
to the suburbs. ' a-"': 7:/'' ,;

Easy mortgage credit, which has played an important
part in enabling families in modest income brackets to
buy homes, was tightened somewhat in 1955 and this
action seems to have caused a temporary decline in home
building. However, government officials are confident
that credit restrictions will be relaxed early in the new
year so that around 1,200,000 new nonfarm houses will be
started in 1956 as compared with 1,300,000 in 1955. Since
Americans are demanding better homes with greater
floor space and more quality features, all authorities
believe that the possible decline in houses started will
be more than offset by a higher dollar cost per unit.
There are nearly 50,000,000 dwelling units already

standing in the country, all of which need constant care
to keep them in habitable condition and many of the
newest houses built in the postwar years are too small
for today's families. Consequently, the real emphasis
in the building materials field in 1956 will undoubtedly
be in the realm of repair, renovation and enlargement.
This will be an important market, especially for the roof¬
ing and siding products which Ruberoid manufactures.
There is little doubt that builders are going to be busy

again in the coming year, but since almost all materials
are in ample supply, competition among manufacturers
as well as among various kinds of materials is likely

'

;?f'|
i-□

Stanley Woodward

C. E. Woolman

to be extremely keen. The real rewards in 1956 are going
to be earned by those companies which manufacture
most efficiently, offer the highest quality and which
exert the greatest selling effort. ; k,

C. E. WOOEMAN
President and General Manager, Delta Air Lines

The amazing economic growth of the South and South¬
west during the past two decades is one of the most
dramatic stories of this century.
It is almost necessary to have lived in the South to

appreciate the full impact of the
changes which have occurred.
The long domination of cotton has

ended. The South surges with new

industry and the economic base of
the entire region has shifted.
There are fewer farms and more

factories, greater urbanization, and
higher per capita income. A major
force in attracting new plants to the
South has been tne area's constantly
expanding consumer market.
Every economic index measures

the astonishing growth of the whole
broad region stretching from the
Atlantic Seaboard a thousand miles
west to Fort Worth and Dallas. This
economic upsurge has captured the

attention of all America. Interestingly enough, this
growth has coincided in time with the age of Delta, and
with the growth of the air transport industry generally.
In a sense, commercial aviation is pacing the South's

progress. 7:..
Just as the growth of the Old South was closely tied

to a new and growing railway system, so has the indus¬
trial expansion of the booming New South been linked
to air transport.
As industrialization continues, good scheduled air

service will play an increasingly important role in the
economy of the region.
Commercial aviation was in its infancy when Delta

was organized in Louisiana in 1925 as the world's first
commercial crop dusting company. Our company has
been engaged in passenger-carrying operations since
June 1, 1929, when we inaugurated service across the
South. ; .

Our original route from Dallas-Fort Worth to Atlanta
has expanded into a 10,765-mile system on which we
are authorized to serve 66 cities in 20 states, the District
of Columbia, and seven Caribbean countries.
Delta has achieved a remarkable record of growth

during the past decade. During the first 10 months of
1955, Delta carried 1,933,559 passengers, a 764% increase
over the same period in 1945. Revenue passenger miles
increased 898% to 850,216,154.
Air express pounds jumped 877% during the past

decade, with the first 10 months of 1955 reflecting an

11% gain over 1954. Our airfreight business in the same

period was up 16% over 1954.
In the 10-year period, 1946-55, Delta's assets increased

nine-fold—from $6,034,364 to $54,049,882. Stockholders'
equity increased nearly six times—from $4,220,770 to
$25,109,000.
Our company's earnings for tne fiscal year ended

June 30, 1955 totaled $1,911,000, representing a 3.6% of
operating revenues of $59,188,000. A profit of $268,000
on aircraft sales boosted this figure to $2,179,000, equal
to $3.61 a share on 604,213 shares of common stock then
outstanding.
Delta's net income for the quarter ended Sept. 30 was

$636,000, equivalent to 86 cents a share. \
During the past year, $10,900,000 or 5Vfc% debentures

issued at the time of the merger of Chicago and South¬
ern Airlines into Delta on May 1, 1953 were recalled.
Of this amount, $6,931,500 of debentures—64% of the
total—were converted into Delta stock. A total of 797,769
shares of common stock were outstanding on Nov. 30.
The most significant occurrence for Delta Air Lines

in 1955 was the Civil Aeronautics Board decision grant¬

ing it a route extension to New York from the South
and Southwest, via the intermediate cities of Charlotte,
Washington, Baltimore and Philadelphia.
This award, effective Jan. 20, 1956, is the culmination

of 10 years of effort to provide a better air link between
the dynamically expanding South and Southwest and
Main Street America.

Delta's extension from Atlanta to New York and from
New Orleans west to Houston will permit us to meet a

long-time need of the entire South for competitive air
service to the Northeast, and will further accelerate the
economic growth of the nation's most rapidly expand¬
ing area. 7 • • - .

We plan to inaugurate services over the new route as
soon after the effective date of the Board's order as the
availability of satisfactory ground facilities will permit.
Delta is well prepared for the new challenge and the

new opportunity for greater service which our expanded
operations will present.

.

Our fleet of 54 modern aircraft includes 11 Golden
Crown DC-7's, the fastest and finest commercial trans¬
port flying today, and we have 10 more of these super-
swift airliners on order. Also on order for delivery
beginning in August, 1956 are five Convair 440 Metro¬
politans, which will supplement the 20 twin-engine
Super-Convair 340 planes and seven DC-6 four-engine
transports which we are now operating.
With the $28,000,000 worth of planes now on order,

• Continued on page 64
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Delta's investment in its fleet modernization program
totals $61,000,000.
Delta expects to introduce jets on its system as soon

as they are available, and we will make an announce¬
ment soon on the type of equipment we will order.
We have just purchased $1,500,000 worth of airborne

radar and other electronic equipment and we expect to
have our first radar-equipped DC-7 in operation this
month. The aircraft with which we will operate our new
services to the Northeast will have this equipment
installed.
The year just ended has been a good one for the

airlines.
Revenue passenger miles flown by the industry in 1955

will be approximately 19% greater than 1954, and Delta
experienced a similar increase. It is reasonable to expect
that the continuing rise in both population and personal
income will result in further traffic gains. Inter-area
competitive services recently authorized by the Civil
Aeronautics Board in the Southwest-Northeast case
should stimulate this growth.
We look to 1956 with confidence and firm expectations

of continued progress by the air transport industry.

FREDERIC E. WORDEN
Chairman and President, The National Bank of Auburn,

Auburn, N. Y.

The year 1956 promises to maintain the high level of
business activity reached in 1955. More people are hav¬
ing more money to spend than ever before and most of
them intend to spend it. This makes for good business

for nearly everyone. The increase
in minimum wages to a dollar an
hour in March together with other
adjustments which this increase will
force, will increase disposable in¬
come. These increases will materi¬

ally affect business activity.
Competition will be keener which

may account for a substantial in¬
crease in sales with profits not show¬
ing a like percentage in gains.

1956 above all will be an election
year and the pulse of business will
fluctuate from time to time with the
change in political sentiments. After
all, big business has pretty much had
its own way for the past three years.
A change in Administration might

mean a review of mergers, consolidations and large prof¬
its. This would have a direct effect on the economy and
the business atmosphere.
The money managers will watch very closely infla¬

tionary pressures and will not be reluctant to make
changes as they may be required, either to restrain tend¬
encies towards boom conditions or to encourage more
liberal credit if business slackens.
The increase in population will continue to exert pres¬

sures on the building industry. There will be a continu¬
ing substantial demand- for housing as well as public
schools, hospitals and other public buildings.
The cost of production has constantly been decreasing

but to offset this, the cost of distribution has increased.
It may, therefore, be expected that there will be no
decrease in the cost of living. -
If 1956 follows the optimistic pattern of the majority

of forecasters, it will indeed be a banner year. It may
be that after elections, both Presidential and Congres¬
sional, are over, there will be a period of hesitation and
leveling-off in business. This will only mean keeping
the economy on a sound basis and should bring only a
slight recession. Looking forward to the future it should
give a period of confidence that all is well.

WILLIAM P. WORTHINGTON
'

President, Home Life Insurance Company, New York

The outlook for 1956 in the field of life insurance is
for another record-breaking year.
In 1955, Home Life's news business exceeded that of

the previous year by slightly more than 20%. The entire
life insurance business experienced
a similar increase with purchases
of new ordinary life insurance total¬
ing about $30 billion. There are

strong indications that the 1956 total
will pass the $35 billion mark. These
figures are truly amazing when
compared to annual life insurance
purchases of only $10 billion a short
decade ago.
What is behind this tremendous

upsurge? Well, the most obvious
reason is the state of the national

economy: business is booming, pro¬

ductivity is at a peak, and incomes
are higher than ever. There is more

money available for saving and in¬
vesting; it follows naturally that this
will be reflected in growth for the institution of life
insurance.

However, two other factors are operating to make
the outlook especially favorable for this business and
this company. One is the marked increase in the public's
appreciation for planned life insurance and the things
it can accomplish. Americans want to safeguard the
better standard of living which they have achieved and
recognize in carefully planned life insurance a guar¬
anteed way to do it.
The other factor operating on behalf of life insurance

Is the existence of a huge backlog of need for insurance

protection. Today the average policyowner only has
$3,600 of life insurance, despite his greatly increased
earnings. It would take more than twice the amount
of life insurance existing at the beginning of 1955 just
to equal the prewar level of protection by family income
groups. And in the past 15 years Home Life has seen
its. own market for "Planned Estates" service increase
more than seven-fold.
We in the life Insurance business see in the current

economic picture not only an opportunity but also an
obligation to expand our sources of business. To justify
their existence as a vital social and economic force,
life insurance companies must reach an ever-increasing
segment of the public in need of their services. Other¬
wise, they lose their markets by default to agencies
outside the life insurance business which constantly
press in to fill the vacuum of unfulfilled economic need.
For its part, the Home Life Insurance Company has

embarked on a vigorous Ten-Year Plan Building
Business Sources. Briefly) this calls for national ex¬

pansion to 18 new market areas with three new field
offices each year for the first five years and five new
offices each year thereafter until 1965—with a propor¬
tionate increase in the manpower throughout the com¬

pany. We are convinced that if ever there was a time
U for company growth, this is it. <\v

In our view, there is good reason for the life insurance
business to be confident about 1956 and the years ahead.

WILLIAM F. WYMAN

President, Central Maine Power Company

About two-thirds of Maine's population and industrial
plants are located within Central Maine Power Com¬
pany's service area. Therefore a brief look at our
company sales records offers a fair indication of the

current over-all conditions of busi¬
ness in the state as a whole.
Sales of electric energy in 1955

showed an increase of about 9%
over the previous year, continuing
and even accelerating the trend of
recent years. Residential, commercial
and industrial customer classifica¬
tions all participated in this in¬
creased use of electricity.
Central Maine Power's expansion

program to meet anticipated in¬
creases included the addition of one
new hydro-electric generating unit
and one new steam-electric gener¬

ator, each rated at 30,000-kilowatts.
Both were placed in service late in
1955. Ground also was broken for

the construction of another new steam plant which will
add 44,000 kilowatts in 1956 and a similar amount
in 1957. , ' '

In examining the industrial situation as the principal
unit of the state's economy, it would appear that the
general optimistic predictions for the nation as a whole
also will hold true for Maine. Setting aside anticipated
seasonal fluctuations, the Maine Employment Security
Commission states: "the over-all economic picture ap-

Wm. P. Worthington

Wm. F. Wyman

pears to be considerably more favorable than a year
ago with adverse trends of the past 12 months in some
industries having been more than offset by improve¬
ments in other activities."

The "adverse trends" mentioned above refer, of course,
to the transition taking place nationally within the
textile industry. Some plants within the state were
affected. However, of the 71 textile plants located in
Maine 61 are now in operation, and there are not at
this time any indications that others are planning to
close.

In the meantime, modernization and expansion pro¬
grams of existing industries plus the acquisition of new
industries have tended to broaden and strengthen the
entire industrial situation. . , ' .

The greatest industrial gains in Maine have been
recorded by the shoe and leather products group. Em-
ploymentwise, this industry now leads all manufacturing
groups within the state. In fact, the employment in¬
creases in the past year in this one field almost equals
the total number of jobs affected by the closing of the
10 textile plants. • * . ,,

Maine's large pulp and paper industry which has
spent many millions,•of dollars in expansion, programs
has made impressive gains and looks forward to a period
of continued high production. Food processing and
kindred products, shipbuilding and lumber and wood
products also have been among the leaders in recent
manufacturing expansions. -

The past 10 years have witnessed an increasing diver¬
sification in Maine manufacturing. The 1954 Census of
Maine Manufacturers showed 16 major classifications
with 89 related sub-divisions. Since diversification gen¬

erally is conducive Ho greater economic stability, it is
Interesting to note fthat with the increased tempo of
industrial promotion diversification as well as industrial
expansion is receiving attention.
Maine became the-first state in the nation to make

an appropriation to advertise and publicize its resources
when, in 1927, the legislature created the Maine Devel¬
opment Commission. , In 1955 the legislature, wishing
to expand this type of activity, replaced this Commis¬
sion with a new Department of Development of Industry
and Commerce and allocated more money to these
activities. ' • I

Currently this new body is setting up a program
whereby it will train community leaders to form and
operate industrial development groups at the local level.
Recently several communities have carried out success¬
ful programs along these lines.
Another indication of the probability of the success

of the new industrial development program is the whole¬
hearted support being given the official state department
by communities and by privately financed groups such
as the Development Credit Corporation of Maine, an¬
other field in which our state pioneered, the Maine State
Chamber of Commerce and the Maine Publicity Bureau.
Public spirited individuals and businesses such as news¬
papers, banks, electric utilities and railroads are lending
their full support, too, in this mutual endeavor to help
Maine industry go forward.

Area Investments of Life Insurance Funds Southwestern Inv. Go.
Senior Notes PlacedDistribution and amounts of investments by U. S. life com¬

panies, revealed by Life Insurance Association of America
study, shows Western states greatest gainers.

The largest increases in invest¬
ed life insurance funds have been
recorded in the Mountain, West
South Central and Pacific States
in recent years, according to the
Institute of Life Insurance.

This is shown in an analysis
made by the Life Insurance Asso¬
ciation of America of the invest¬
ment distribution at the start of
last year among companies repre¬
senting 86% of total assets of all
U. S. life companies.

,;7 The investments of these com¬
panies in the 15 Western and
Southwestern States increased by
$7,170,000,000 in the five previous
years and rose by nearly $1,500,-
000,000 in 1954 alone./,
These 15 states combined also

showed the greatest rate of gain
in life insurance ownership in this
5-year period and the sharpest
rise in non - agricultural labor
force.

Greatest rate of gain in life in¬
surance investments was in the
Mountain States, where the year's
rise was 13% and the 5-year in¬
crease was 75%. The aggregate
invested funds of the companies

surveyed total $2,649,000,000 in
the Mountain States at the start

of last year, an increase of nearly
$300,000,000 in the year and near¬

ly $1,150,000,000 in the five years.

Financing for home owners and

corporate securities representing

plant construction and job crea¬

tion in the eight Mountain States

accounted for virtually the entire
increase in life insurance invest¬
ments in that region.
The life companies' investment

in the West South Central States
at the start of 1955 was $7,824,-
000,000 a 5-year increase of 66%
and a one-year rise of 9%. 7 -,7;
In the Pacific States, the invest¬

ment totaled $7,804,000,000 at the
start of last year, a 5-year in¬
crease of 60% and a one-year rise
of 8%.

The region with the greatest
aggregate investment of life in¬
surance funds was that of the
Middle Atlantic States, where the
life insurance ownership is the
greatest. In that three-state area,
total investment holdings of the
life companies surveyed were

$13,198,000,000 at the start of last
year, a rise of 18% in the five
years and of 4% in the single year.
The East North Central States

of Ohio, Indiana, Illinois, Mich¬
igan and Wisconsin came a close
second in aggregate investment,
with $13,167,000,000, up 37% in
the five years and 8% in 1954.
These life companies' invest¬

ment holdings in the other re¬

gions at the start of 1955 were

as follows: New England, $2,954,-

000,000; West North Central, $5,-

402,000,000; South Atlantic, $8,-

125,000,000;. East South Central,

$3,586,000,000. An additional $8,-
642,000,000 was in Canadian, for¬

eign and unclassified investments.

White, Weld & Co. and Schnei¬
der, Bernet & Hickman, Inc. have
arranged the private placement
of $5,000,000 4% senior notes due
Dec. 15, 1965 and $2,500,000 4%
senior notes due Dec. 22, 1965, of
Southwestern Investment; Co., it
was announced on Jan. 24.

Cashiers Div. Elects 7
At the annual meeting of the

Cashiers Division Association of
Stock Exchange Firms, the fol¬
lowing officers were* elected for
the current year: .7 -

President: George J. Miller,
Hallgarten & Co.
Vice-President: M y r v a n P.

Burns, Bear Stearns & Co.
2nd Vice-President: William F.

Dolen, Eisele & King, Libaire,
Stout & Co. ... . . .. .

Treasurer: Joseph A. Costa, L.
F. Rothschild & Co.

Secretary: George B. Lawrence,
F. S. Smithers & Co.

Wall St. Cashiers Elect
At the annual dinner meeting

of The Cashiers Association of
Wall Street, Inc. the following of¬
ficers were elected: President,
Sam Minsky of Hardy & Co.; First
Vice-President, Howard W. Sum¬
ner, Halsey, Stuart & Co., Inc.;
Second Vice-President, Edward H.
Devlin, Green, Ellis & Anderson;
Treasurer, C. Russell Berger, G.
A. Saxton & Co., Inc.; Asst. Treas¬
urer, Robert A. King, Shearson,
Hammill & Co.; Secretary, Jo¬
seph T. Cashman, D. A. Lomasney
& Co.; Asst. Secretary, Matthew
P. Deane, L, F. Rothschild & Co.
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) President's Budget Proposals

New Authority to Incur

Obligations

Before any budget expenditures ductions in spending made pos-
can be made, the Congress must sible—and appropriate in the ex-
first authorize Federal agencies isting circumstances of transition

Budget Receipts and Tax Policy our national debt. In this way we

We have noted that in 1954 re- can best maintain fiscal integrity.

Public Debt

On the basis of present esti-
the mates, we should be able to end4i__ „ • n • *1 u —.. , . , to incur obligations. This author- to a peace-time economy — mc > - - ------ -- -

+n cprva nment would be tryin0 ing of civil benefits are designed ordinarily provided in the largest dollar tax cut in any year the current fiscal year with ato serve. to build for the future by assist- form of appropriations, may or in our history. Almost $7V2 billion small reduction in the public debt,With a sense of proportion and in£ further in the strengthening may not iead to the immediate were cut from the sums required and a sma11 further reduction is-with a sound progressive policy, °f agriculture; in the promoting expenditure of funds. In the case of the taxpayers and every tax- anticipated for the fiscal yearwe can continue our sure advance 9* lau°r standards; in the build- 0f salaries and the purchase of paver in the country benefited. 1957.toward our objectives. The results ln2 of schools; in the expansion supplies, the expenditure will ~ ~ —
to date of sound financial manage-! °f research and training in science, ordinarily follow closely the in-
ment so demonstrate. While con- health, and agriculture; in the curring of the obligation. For

^tinuing substantial expenditures modernization of our highways; in other items such as ships, aircraft, the economy, to make jobs in in- year various issues of governmentfor military defense and mutual the improvement of housing and and complex military equipment, dustry, and to increase the pro- securities become due and refisecurity, with some increases urban facilities; in the enlarge- the expenditure may follow the - ... . . . ....

where needed, we can now pro- rnent of our airway traffic capac- incurring of the obligation by
pose the expansion of certain do- ity; in the replacement of our several years,
mestic programs, and, at the same merchant fleet; and in the con- Unexpended balances of appro-
time, strengthen our ' financial nervation of our natural resources, priations carried over from prior
position by a balanced budget. . *n discharging the responsibil-- years ran to nearly $80 billion
But we must make sure that we ity for fostering a growing pros- when this Administration took
do not undermine our financial Parity that is widely shared, I office and represented an enor-

„VMVliUstrength by laying the ground- h.ave been mindful of two prin- m0us backlog of commitments for duplication, has brought us to a a sound and growing business ac-4. ciples. which expenditures had to be prospective balance between in- tivity without inflation or defla-First, we will progress fastest made in the fiscal year 1954 and come and exnenditure This is be- tionby relying on private initiative subsequent years. These balances In™ acCved Se we continue Thas the mainspring for economic represented, in effect, C. O. D. in
orders which had to be paid for in

work for future budget deficits.

Budget Expenditures

Expenditures By Purpose

Almost two-thirds of the savings The immediate economic effects
went dirfectly to individuals. This of the public debt depend partly
tax cut also helped to build up on its management. During each

duction of the many things desired nancing must be arranged. In the
to improve the scale of living for past several years the Treasury
the great majority of Americans." has cooperated closely with the
The strong expansion of the Federal Reserve System to assure

economy, coupled with a constant that the management of the debt
care for efficiency in government is consistent with our general
operations and an alert guard monetary and credit policies,
against controllable waste and These actions have helped sustain

, , , . growth and a better life for all. Wiuu. «au w mwnen we look at the budget in in encouraging economic growth, cash when the goods were deliv-terms of a few broad purposes, the government should act on the ered and constituted a heavy
* fuat greatest portion, basis of enabling private activity overhanging load for the budgeto4 /o, ot the expenditures in the to expand and not on a basis of on top of the appropriation^ be-fiscal year 1957 will be for de- replacing private with public ing enacted currently,terring possible aggression and for activity. My recommendations,

THa TVpaciirv Ticic olon tskpn
to strengthen the military security steps toward lengthening t h e
forces and enlarge services to the average maturity of the debt so
public. as to avoid its becoming concen-
To reach a balanced budget in trated too heavily in short-term

the fiscal year 1956 and in the issues. Further, the number of
fiscal year 1957, it will be neces- financing operations each year has

.. sary in addition to continuing been reduced. These actions lessen
strengthening the international therefore, are designed to encour- everyday efforts to keep spending the impact of Treasury financing
alliances to which we belong. The age private initiative and to con- ^ CfJ° ® under control> to continue all the on the market and give the Fed-
next largest part, 21%, will be de- tribute toward, or, in some cases, hillinn nwi hllipvp^ Present excise taxes without any eral Reserve System greater free-in +^oi,r. Deiowq>ou Diinon, d level oeiieveci

more reasonable in its relation to
actual needs for current opera¬
tions.

For the fiscal year 1957, re¬
quested iK'\v author?vy to incur

voted to civil benefits of various to undertake tasks which private
kinds. Interest, largely on the enterprise cannot perform alone.
public debt, will amount to nearly
11%. Expenditures for civil op¬
erations and administration are

estimated at 4% of the total.

Second, the interests of our

citizens are best advanced by
encouraging state and local gov¬
ernments to strengthen them-

reduction and the corporation in- dom in its operations,
come taxes at their present rates Last year the Congress ex-
for another year beyond April 1, tended through June, 1956, a tern-
.1956.

porary increase during the fiscal
Based on the extension of these year in the statutory debt limit

tax rates, budget receipts in the from $275 billion to $281 billion,

Protection, Including Collective
Security

In this summary classification

selves and thus keep as much fiscal year 1957 are estimated at so that the Treasury could meetgovernment resnonsihilitv as nos- esurnacea ouaget receipts ai.a o Kiliinn r hiiiinn VGrfHoy ito hoauv tpmnnrarv hnrmwini»government responsibility as pos ,. , .

sible in the states and communi- sJJgntly greater thin estimated

ties, close to the people them- expenditures. However, the back¬
log of unexpendea balances of

$66.3 billion, $1.8 billion higher
than in the current year.

its heavy temporary borrowing
needs during the first half of the

of broad purposes, expenditures selves. The Federal actions which ^riS^ h frrthcfor protection include more than I am proposing are designed to Mr???arPrii„.WllL
It is unquestionably true that fiscal year 1956, when tax receipts

the four major national security meet real and pressing needs
reduced

enacted
as

in
some

prior
appropriation--;
years will be

our present tax level is very bur¬
densome and, in the interest of
long-term and continuous eco-programs. They embrace the mill- which most smaller government- e dueu, J11 y™li> wl+9♦flmf£lu rT 1* oi unite rannnt mnp with hv allowed to lapse. This continues nomic growth, should be reducedtary functions of the Department al uni|s cannot cope witn oy . ■ ,. , .. ... nrPVj011o when we nrudentlv can It is es-of Defense," including construe- themselves. Our endeavor is to Po"cy of the two previous , P ^ manaeementtion and procurement; the Mutual help fill the gap between the need Sh I emphasized the Ymoort- of thl government's finanefs thatSecurity Program- the Atomic "f°r essential services, on the one wnicn a , empnasizea tne import oi ine government s nnances, xnat

Energy Commission, and other hand, and the present ability of
programs such as stockpiling, ex¬
pansion of " defense production,
civil defense, and our foreign in¬
formation activities.

state and local governments to
meet those needs, on the other.
Wherever possible and logical, I
propose that responsibility and

are seasonally low. The Treasury is
currently operating within $1 bil¬
lion of the temporary debt ceiling,
and on cash balances that at some

periods offer little flexibility in
the management of government
finances. Even with a balanced

ance of actions to eliminate we be mindful of our enormous budget in 1956 and 1957, seasonal
excessive accumulations of unex- national debt and of the obligation borrowing in the first halt or
pended balances, which so fre- we have toward future Americans ^_.._en?u?ra o'i?

to reduce that debt whenever we

In planning such great security governmental units
costs be shared by these other peA?+Uref

q u e n 11 y invite commitments
leading to unnecessary future ex-

bring the debt above the $275
can appropriately do so. Under Therefore, a continuation of
conditions of high peacetime pros- *be legislation allowing a tem-

Of the total new authority I am perity, such as now exist, we can P°rary increase during the year-----

in the statutory debt limit is re-A rornllarv of thoso two nrin- recommending for the fiscal year never justify going further into m .me
inles is that where Federal ac- 1957, action by this session of the debt to give ourselves a tax cut Quired.

programs, it is clear that we must;
never permit ourselves to be cjpigs is that where Federal ac- . . —

panicked by temporary crises or tion is necessary, it should be Congress will be required for $58.3 at the expense of our children,
beguiled by a campaign of smiles taken, if possible,' in a way that billion. The remainder consists of So, in the present state of ourwithout deeds. We continue to nepd not entail large or confinu- previously enacted permanent financial affairs, I earnestly be-need not entail large or continu
maintain and to strengthen our jng Federal outlays. For some ac-
national security forces. tivities, Federal guaranties will

> Expenditures for atomic energy, encourage the availability of pri-
including peaceful applications, vate credit. For other activities,
will rise in 1957 to a somewhat partnership with private or state
higher total than for any previous and local government interests
year. I am also recommending an will multiply the effectiveness of

authorizations under which new

authority becomes available each
year without new action by the
Congress. An example is interest
on the public debt.

Major National Security

Budget expenditures for major
lieve that a tax cut can be deemed national security programs in the
justifiable only wben it will not fiscaj year 1957 are estimated atunbalance the budget, a budget
which makes provision for some

reduction, even though modest, in

$40.4 billion, $903 million more

Continued on page 6$

expansion of our foreign informa¬
tion activities so that we can more

successfully advance understand¬
ing abroad of our policies and
their peaceful intent.

Description
BY FUNCTION

Federal expenditures. ... I firm¬
ly believe in the principle that
government services which give a

special benefit to users should be
financed by adequate charges paid

"

by the users.
Civil Benefits In furtherance of this prin-

. * A great variety of government ciPle» 1 strongly recommend that
programs provide '^civii benefits |be Congress enact legislation to
and services for the nation as a increase postal rates so that users
whole and for specific grouDS. are no longer subsidized from
.They encourage'the jprivate.'de-.^enera* ^unds'

and growth of our econ- Expenditures by Controllability
jOmy and provide certain economic ... >

-safeguards for individuals and * Another way of looking at and
groups in order that our dynamic '■ grouping budget expenditures is
:system of free choice may operate from the P°int of view of their
.effectively in the modern world, 'controikibility through the budget
"

Some of these benefits and *erv-
orti ..TV; the ^ fnrm >.r is being determined, a large Mauu»c umw n»c n«iucui—

n.nc Lhil jrf l ' amount cannot be substantially ' fufds ap.iropr.ated to the president
modified by actions of the execu- " •,«ral assets. Expenditures for long- branch or of the Congress

development, such as those trough the appropriations process

„ but only by longer term review

SUMMARY OF BUDGET EXPENDITURES
BY FUNCTION AND AGENCY

Based on existing and proposed legislation

(Fiscal years. In millions)

1955 actual- 1956 estimated • 1957 estimated
Gross ex¬ Applicable Net exr Gross ex¬ Applicable Net ex- Gross ex¬ Applicable Net ex¬
penditures receipts0 pendit's penditures receipts0 Denrt. penditures receipts0 penditures-

Major national security $41,124 $498 $40,626 $39,737 $271 $39,467 $40,674 $3)5 $40,370
International affairs and finance 2,514 ;. f- 333 2,181 2,497-" 444 2,053 2,591 48 i 2.103
Veterans' services and benefits.^! 4,496 39 4,457 4,839 46 4,793 4,934 55 4,879
Labor and welfare........

•

2,554 - 1 2,552 2,769
'

2 2,767 2,997 2 -

2.995
Agriculture & agricultural resources 9,324 4,913 4,411 8,575 5,199 -3,376 9.070 5,705 3.364
Natural resources 1,304 223 1,081 1,302 256 1.045 1.297 266 1,031
Commerce and housing 6,139 4,517 1,622 6,259 4,077 2,182 6,299 4,228 2 071
General government 1 1,204 3 1,201 1,614 3 1,611 1,760 3 1.757
Intprest 6, 438 6,438 6,875 { ! ; U 6,875 7,066 —. 7,066
Reserve for contingencies 4- my. —

"

; •v. . 100
'

<100 225 "
----- ' :■225

Total budget expenditures $75,097 $10,527 $64,570 $74,567- $10,298 $64,270 $76,914 $11,049 • $65,865

BY AGENCY .. v

Legislative branch
The judiciary -l-—

Executive Office of the President.-.

to states for construction, also lay
the foundation for future eco¬

nomic progress and development.
However, the bulk of the benefits
and services are for current ex¬

penses, including veterans' bene¬
fits; aids to agriculture; aids and
subsidies to shipping; airlines, and

and action. In the fiscal year

1957, about one-quarter of the
estimated budget expenditures are

dictated by factors not readily
subject to administrative discre¬
tion through the budget process.
Interest is the largest example

of such an expendiiure. Most of
the postal service; and grants to the ether relatively uncontrollable
states for public assistance and programs, such as agricultural
administration of employment of- price supports, veterans' compen-
fices and unemployment insur- sation and pensions, and various

Atomic Energy Commission
Veterans Administration

Other
General Services Administration

Housing and Home Finance Agency
Department of Agriculture —

Department of Commerce
Dept. cf Defense—Military Functions
Dept. of Defense—Civil Functions.—
Dept. of Health, Education & Welfare
Department of the Interior
Department of Justice— —

Department of Labor
Post Office Department. .*
Department of State— 1_.
Treasury Department _

District of Columbia (general fund)
Reserve for contingencies

Total budget expenditures $75,097

•

65 65 •;
30 30

S 9 ;

4,081 501 4,381C.

1.857 t 1,857 :
4,505 100 4,405

3,008 2,504 504

978 5 973

1,270 1,117 153

7,655 3,018 4,635

1,096 20 1,077

35,533 t 35,532
646 97 548

1,994 2 1,993
548 32 515

182 182

395 1 394

2,733 2,376 356

137 137

7, 553 753 6,800
22 22 -

'75,097 $10,527 $64,570

. "98
' •'

37

.* : 10

4,736

*1,715
4,841
3,301
662

1,118
6,964
1,333
34,575

693

2,134
586

219

460

2,945
154

7,861
25

100

$74,567

98 123
4 "

123

— *—— *• 37 41 41

10
■ '10

274 4,462 • - 4,662 209 4,353

t 1,715 1,946 t 1.946

109 \ 4,732 4,945
-

125 4,820
2,630 671 3,510 2,804 706

4 658 569 4 556

1,099 19 1,287 1,354 J 67

3,312 3,653 7,372 3,711 3,661
35 1,298 1,461 33 1,423

. t 34,575 35,547 t 35,5x7
91 602 715 86 623

2 2,132 2,305 2 2.303

29 557 643 23 616

219 ?18 218

1 459 494 2 492

2,461 483 2,680 2,563 117

lo4 167 167

~250 7,611 7,969 21 7,942
25 33 •J 5

100 225 223

$10,298 $64,270 $76,914 $11,049 $65,865

ance.

My recommendations for the
grants to states, are in the field
of civil benefit? as classified in

fiscal year 1957 under this head- the previous section.

^Receipts of certain Government corporations, the postal —•n* rc-'vin, ■funds ^elpts of
primarily from outside the Government. These funds, are listed in the respective chapters of part _IUs Pubiie emerpifcxi
funds." tLess than one-half million dollars. JDeduct, excess auu conecuons over expenditures^
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Continued from page 65

President's Budget Proposals
than estimated for the fiscal year
1956.

To build our military strength
effectively and efficiently, peaks
and valleys in security spending
and in defense production must
be avoided. I want to emphasize
again the importance of a sound,
long-range program which does
not arbitrarily assume a fixed
date of maximum danger. Military
planning must combine present
defense with the probable needs
of a long period of uncertain
peace.

Department of Defense

During the past three years our
defense program has been suc¬

cessfully reoriented to reflect the
changing nature of the threat to
our security, the revised require¬
ments brought about by the end
of the Korean conflict, and the in¬
creasing availability of new wea¬

pons of unprecedented strategic
and tactical importance. „ •

This reorientation has been

accomplished by developing our
defense program on the basis of
the following policies and con¬

cepts:

(1) Gearing our defense prepa¬
rations to a long period of un¬

certainty instead of to a succes¬
sion of arbitrarily assumed dates
of maximum danger.

(2) Maintaining the capability
to deter a potential aggressor
from attack and to blunt that
attack if it comes — by a com¬
bination of immediate retaliatory
power and a continental defense
system of steadily increasing ef¬
fectiveness.

(3) Developing military forces
which minimize numbers of men

by making maximum use of sci¬
ence and technology.

(4) Relating the number and
degree of readiness of major
units in the active forces to the
practical limitations on the rapid
deployment of major military
forces from the United States
immediately upon the outbreak
of aggression, and relying, for
the remainder, on ready reserve
forces.

(5) Utilizing military person¬
nel on active duty with maxi¬
mum effectiveness so as to hold
to a minimum the number of men
withdrawn from work in the civil¬
ian economy.

(6) Concentrating our efforts
on those forces which best com¬

plement the forces our allies are

most capable of raising and sup¬
porting.
(7) Maintaining a strong and

expanding peacetime industrial
structure, readily convertible to
the tasks of defense and war. . ,

The readjustment of our mili¬
tary forces in line with these
principles is providing this nation
with the greatest military power
in its peacetime history. My
recommendations for the fiscal
year 1957 continue the same basic
policies and concepts.

Development and Control of
Atomic Energy

We have long sought and we
continue to seek, jointly with
other nations, means to banish
the

, threat of nuclear r warfare
which still confronts the world.
Pending a trustworthy agree¬
ment, however, we must con¬
tinue to increase our nuclear
Weapons stockpile which, to¬
gether with the means of deliv¬
ery, is the principal deterrent to
armed aggression in the world.
At the same time, we shall speed
the development of the peaceful
uses of atomic energy and make
the resulting benefits, under ap¬
propriate controls, available to
other nations for the well-being
of all mankind.
So that we may further dem¬

onstrate this great promise, I
recommend that the Congress
;take early action to authorize the
construction of a nuclear-powered

ship, using an atomic propulsion
plant already developed, which
will carry the message of "Atoms
for Peace" to the ports of the
world. The Atomic Energy Com¬
mission has sufficient funds avail¬
able for construction and installa¬
tion of the propulsion plant and
machinery, and I shall request
additional .funds for the fiscal
year 1956 for the Department of
Commerce for construction of a

suitable hull.

The civilian applications of
nuclear energy will receive even

greater attention, not I only in
terms of government expendi¬
tures, but also through the Com¬
mission's efforts to stimulate more

participation and imvestment by
private and public groups, par¬
ticularly in the development of
atomic power. As such participa¬
tion increases, the-share of power
development costs financed by the
government should decrease.
Great emphasis is being placed

on the development of a larger
variety of nuclear propulsion
plants. To this end, funds are
included under proposed legisla¬
tion for additional developmental
facilities at the National Reactor

Testing Station in Idaho.

Stockpiling and Defense
Production Expansion

As a result of the financial
assistance provided under the
Defense Production Act, substan¬
tially increased supplies of alum¬
inum, copper, nickel, and other
strategic materials are now
available both for industry and
for the national stockpile. To
assure continued flexible author¬

ity for mobilization preparedness
to meet future emergencies, I
recommend extension of the De¬

fense Production Act for two

years.
An increasing number of stock¬

pile objectives are being filled.
Moreover, the high level of in¬
dustrial activity has reduced the
availability of some materials for
stockpiling and required diversion
of part of the new supply of a
few materials to meet shortages
in key industries. As a result,
net expenditures for the stockpile
and for defense production ex¬

pansion are expected to decline
from $713 million in the fiscal
year 1956 to $378 million in 1957.
No new authority to incur obliga¬
tions is recommended for the fis¬
cal year 1957, since sufficient
authority is already available for
continued rapid progress toward
completion of established mini¬
mum objectives and for limited
procurement to maintain essential
elements of the mobilization base.

Strategic materials are being
acquired by barter transactions
with foreign suppliers.

Mutual Security Program

Through the Mutual Security
Program we shall continue -t'o
work jointly with our friends and
allies in building and maintain¬
ing the defensive and economic
strength of the free world. This
long-range program, which in¬
cludes military, economic and
technical assistance, is essential
to our national security. Our as¬
sistance supplements the major
efforts of other free nations, who
themselves are bearing a large
proportion of the total cost of
otir joint efforts.
Wherever possible, foreign cur¬

rency proceeds from the sale of
surplus agricultural products
abroad under the Agricultural
Trade and Development Act will
be used to meet mutual security
objectives. . .

About one-half of the fiscal year
1957 program will be concentrated
in Korea, Pakistan, Taiwan, and
Turkey. The program will provide
for necessary replacements and
effective maintenance of materiel
furnished in past years, and will
also permit the further training of
existing forces. In addition, we

will continue to supply basic mili¬
tary equipment where necessary
to strengthen furtner defensive
capabilities in the Far and Middle
East. Likewise, we will continue
to provide moderate amounts of
equipment to help maintain cer¬
tain military units of our friends
in Latin America who are cooper¬

ating in the development of hem¬
ispheric defenses.

International Affairs and Finance

The international programs
which I am recommending for tne
fiscal year 1957 will vigorously
carry forward our fundamental
national policy to maintain peace
and help build a strong, pros¬

perous, and unified community of
free nations.

We will persist in exploring
every possible means of solving
the difficult problems which con¬
tinue to divide the world. Mean¬

while, we must further strengthen
and improve the system of collec¬
tive security. Moreover, it is of
the utmost importance that, in co¬

operation with other free nations,
we proceed steadily with long-
range, positive programs to sus¬
tain and improve tne conditions
of human well-being which are

necessary if peace with freedom
is to endure.

To accomplish these objectives,
I am proposing expenditures of
$2.1 billion in the fiscal year 1957
lor our international programs.

Mutual Security Program,
Economic

The development of military
strength as a deterrent to aggres¬
sion, however, meets only a part
of the challenge which faces the
free world. Because the condi¬
tions of poverty and unrest in less
developed areas make their people
a special target of international
communism, there is a need to
help them achieve the economic
growth and stability necessary to
preserve their independence
against Communist threats and
enticements.

For our assistance to be as ef¬
fective as possible, it must be
based upon a realistic appraisal of
potentialities for economic devel¬
opment and a careful determina¬
tion of priorities among the many

pressing needs in tne less devel¬
oped areas. My recommendations
for the Mutual Security Program
include funds for continuing se¬
lective loans and grants to certain
less developed countries following
experience gained in past years.
In furtherance of our basic for¬

eign economic policy objective of
stimulating international trade and
investment, I am requesting a re¬
view of existing legislation to de¬
termine whether cnanges will be
necessary to permit an expansion
of the investment guaranty pro¬

gram. Under this program, private
United States investors may be
guaranteed against loss of their
foreign investments or earnings
through expropriation or incon¬
vertibility of foreign currencies.
We also need to encourage invest¬
ment overseas by avoiding unfair
tax duplications, and to foster for¬
eign trade by further simplifica¬
tion and improvement of our cus¬
toms legislation.

Export- Import Bank
The Export-Import Bank is as¬

sisting in the expansion of inter¬
national trade and investment

through direct loans and guaran¬
ties of private loans. Its loan and
guaranty commitments are esti¬
mated at $960 million in the fiscal
year 1957, an increase of $255
million over the previous year.
Because of greater participation
in loans by commercial banks and
other sources of private capital,
direct .Federal disbursements in
the fiscal year 1957 are estimated
at less than one-third of the total
new commitments. Repayments
on loans made in prior years are

expected to exceed disbursements
from Export-Import Bank funds,
thus providing estimated net re¬
ceipts of $100 million. Sales of

portions of the Existing loan port¬
folio to private financial institu¬
tions may increase this return.

Veterans' Services and Benefits

The greatest'portion of budget
expenditures for veterans is for
direct benefits, such as compensa¬
tion and pensions, indemnity pay¬

ments, readjustment benefits, and
hospital and medical care. These
direct benefit costs have been in¬

creasing. At the same time over¬

head costs arebeing reduced
through improved administration.

Budget expenditures for vet¬
erans' programs are estimated to
total $4.9 billion in the fiscal year
1957, $86 million ?more than in
1956 and $422' million more than
in 1955.

ft is*7

We now have more than 22 mil¬
lion veterans. When benefits for

dependents and survivors are con¬

sidered, nearly one-half of our

population is potentially entitled
to veterans' benefits. • i

Labor and Welfare

T'~e labor and welfare programs
of the government contribute no¬

tably to the achievement of our

objectives of greater human well-
being and a * growing economy.
These programs are designed to
promote individual opportunity
and foster self-reliance by assist¬
ing in the improvement and pro¬
tection of people's health, the pro¬
motion of education and research,
the training1 and placement / of
workers, the rehabilitation of the
disabled, and the provision of se¬

curity against economic want.
Most of theriabor, health, edu¬

cation, and welfare services are
administered by the states and
their subdivisions. In fact, four-
fifths of the $3 billion of budget
expenditures estimated for labor
and welfare in the fiscal year 1957
is for grants :to state and local
governments. Outside the regular
Federal budget, substantial ben¬
efits are provided through the
social insurance and retirement
trust funds.

Eudget expenditures for labor
and welfare in the fiscal year
1957 are an estimated $228 million
greater than ip the current fiscal
year, and $442 million higher than
actual expenditures in 1955. The
increase in 1957 stems largely
from my proposals to strengthen
and expand education, health, and
research services substantially.

:v.;r ; :r: . v:;-";:-:
Labor and Manpower

Recently enacted legislation has
resulted in substantial improve¬
ments in the economic safeguards
for workers. Minimum wages set
by Federal law have been raised
from 75 cents to $1 an hour, and
coverage of the Federal-state un¬

employment compensation system
has been extended to employees
of small firms and of the Federal
Government. This budget provides
for the enforcement and adminis¬
tration of these improvements.
To improve economic safeguards

further, I recommend that the
Congress extend the protection of
the minimum wage law to addi¬
tional workers. The facilities of

the executives branch will be
available to assist the Congress in
finding ways of achieving this
goal. Legislation is also needed to
raise benefits and provide more
funds for rehabilitation under the

Federally administered L o n g -
shoremen's ana. Harbor Workers'
Compensation tActr.in addition, -a
system of benefits; for workers
who are temporarily , disabled
from nonoccupational causes
should be established in the Dis¬
trict of Columbia;; This budget
also provides for- studies by the
Department of|Labpr to assist the
states in improving their work¬
men's compensation laws.
The current! high- level of gen¬

eral prosperit$uspOtlights the ad¬
verse economic plight of low-in-
come rural areas and of urban
areas with persistentr unemploy¬
ment. As part of government-wide
efforts to alleviate these problems,
additional work will be done in

the * labor- and manpower field.'
This will include the designation
of areas eligible for special as¬
sistance, the provision of labor
market information, ' and voca¬
tional advice for individuals.
The 1957 budget recommenda- -

tions for grants for administration
of the employment services and.
unemployment insurance provide.
for stepping up job counseling and ,

testing in the public employment /
offices.

During the current year signifi¬
cant improvements were author- -

ized in our labor and manpower r
statistics programs. This budget-
provides, at minor additional cost, •

for further improvements, partic¬
ularly in the consumer price index
and in reports on labor turnover
and current employment.

Public Assistance and Old-Age '
and Survivors Insurance

Grants to the states for old-age
assistance and aid to dependent
children, the blind, and the totally
disabled are estimated at $1.5 bil¬
lion in the fiscal year 1957, the
largest expenditure item in the
welfare category of the Federal
budget. - '

"■Our welfare policies have a two¬
fold emphasis: To provide basic
economic protection for older peo¬
ple and for widowed mothers and
children through self-sustaining
social insurance; and, where pos¬
sible, to prevent need as well as
to relieve it. My budget recom¬
mendations for both existing and;
proposed programs ? reflects tins
emphasis.
The Federal Government should;

also do more to assist the states
to adopt preventive measures
which will reduce need and in-»h
crease self-heln emon? those who

depend upon public welfare. Like¬
wise, special provision should be
made for improving medical care
of public assistance recipients
through legislation to permit
separate Federal matching of state
and local expenditures for this
purpose.

Promotion of Public Health

One of the most important goals
cf this Administration is to assure

continued progress in research,
tracing, and provision of health
facilities so that the medical pro¬
fessions can help the American
people to enjoy better health. To
this end I am proposing a sub¬
stantial, yet orderly, expansion of
our existing health services and
new measures necessary to fill
significant gaps in the nation's
programs for promoting good
health.
I again urge the Congress to

act favorably and promptly on
recommendations made last year
to provide mortgage insurance for
the construction of health facili¬

ties, to train health personnel, to
expand mental health programs,
to abate water pollution and to
strengthen state and local public
health services.
In ac dition, provision should be

made to assist the extension and

improvement of health insurance
protection for our people. The
Congress has taken no action on

my legislative proposals to meet
these objectives. The Secretary Of
i-Healib, Ed ucation, and Welfare is
-working on plans whereby private
- insurance organizations generally
•may pool risks to cover abnormal
v losses possible under - broader
^health plans, - and; nif- necessary,
^appropriate permissive-legislation
will be recommended. Should this

approach not be successful, a Fed¬
eral - reinsuranceservice should
receive renewed consideration. •:

Promotion of Education -

The educational problems • of
the nation are acute. School en¬

rollments are growing. Classrooms
"are overcrowded. We do not have

enough teachers.
- Americans are demonstrating
their increased concern wit i these

problems by working - - together
now, more than ever, in- parent-
teacher organizations ana omer
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Land and Water Resources will be assured for our national

security and economic growth.

Commerce and Housing
The major role of commerce

citizen groups. Members of these tably in the prosperity which other;- Expenditures under the per-
groups—many of which partici- sectors of the . economy are now manent appropriation ' for the The policies underlying recom-pated in the recent White House enjoying. It also provides for disposal of surplus agricultural, mendations for water and relatedConference on Education — have continued emphasis on research commodities are expected to be iand resources in this and otherstressed the need for measures and educational activities and on substantially higher in the fiscal sections of - the budget are in- —by all levels of government to soil and water conservation, and years 1956 and 1957 than in 1955, tended to help provide an ade- and housing programs is to en-improve our schools. for an enlarged program to help consistent With our determination quate water supply for our people courage economic growth and the'

As a principle of our govern- iow-income farmers improve tneir to stand ready with purchase pro- jn the years to come and to aid in development of private enterprise
mental system, we believe in state situation. •* trtmSi rerPove temporary mar- checking destructive forces of wa- and local communities,and local responsibility for public In addition to reducing produc- ^ s jwneneyer serious ones ter, as wejj as to achieve the ben- Toward this goal, I am propos-education. This means not only tion of surplus crops and shifting ?SU, utlP?a. etiectiveiy ef for navigation, fish and wild- ing both legislative action and in-local direction of public schools land to more desirable uses, it ine surPlus commodities acquired. iife conservation, and recreation creased appropriations to improvebut also local financial support wil1 aid farmers in financing the
augmented by the states. States transition to a farming pattern
and communities have made defi-; appropriate for today's markets. ~~~ A large share of the net expen- state Highway System, the Fed-nite progress toward meeting our I am also recommending new - -J1}? FWrSnn a 2* ditures of $690 million for land eral airway system, the Federallyeducational problems. They are legislation to permit refunds toJJ?and water resources in 1957 will operated waterways and naviga-feducing tne classroom shortage farmers of Federal taxes on gaso- J be for continuation or completion tion aids and the merchant fleet.

Similarly, to assure- continued

Rural Electrification, Rural
Telephones and Farm Credit

resulting from the proper devel- and expand our basic transporta-
opment of these resources. tion facilities, especially the Inter-

by building an increasing num- line used in their farm opera- j available to meet th^farm of construction on water resources ™ber of schools each year. But we tions. It is estimated that tax re- , ,

f projects of the Corps of Engineers high levels of residential con-still lack more than 200,000 class- funds to farmers under this legis- tefeDhon* It eaf„C0iri"ovidoc: for' and Bureau of Reclamation, and struction we shall encourage pri-In order to increase fur- lation will amount to $60 million appJ:oval of loans for rural tele- for maintenance and operation of vate financing primarily through
comoletr^r °ivfeW bujldV?gs ^ 195 - • . ^ phones in the amount of $80 mil- ' *
years, I propose that federal Stabilization of Farm Prices lion, the same as for 1956, and $27
Government supplement the cur- and Farm Income

°f- Ik®.states and their Programs to stabilize farm tures for administration for both hydroelectric power can be eco- meeting those housing and com-
suocuyisions in financing public prices and farm income account pr0grams are estimated at $239 nomically developed from the munity needs which cannot besc ool construction. for- over 60% of the estimated

million, $16 more than in 1956. tides at Passamaquoddy Bay in financed by private enterprise
fipn'prqi Piimnco t? u §r°ss budget expenditures for total of Farmers' Home Maine, and have included $1 mil- alone. Accordingly, to stimulateGeneral-Purpose Research, agriculture and agricultural re- Administration^direct™nd injured Hon under proposed legislation to balanced development of localsources in the fiscal vear 1957. ^uumusuduyii uueu diiu liibuieu ^ +Uic ™aVo<a

existing facilities. the use of Government guaran-

, , I also hope that the Congress *ie8> insurance and other aids. As
million higher than for 1955. Dis- will complete action to authorize a ln Hie past, direct Government
bursements on loans and expendi- new survey to determine whether expenditures will be confined to

Libraries, and Museums
loans is expected to approach $260 begin this survey in the fiscal ™-ities, tMsbud^t makesBecause of the direct importance The principal part of these rex- mans is expeciea 10 approacn ^ou

of basic research to our defend penditures is for ,the price sup- million in 1957 as compared with year 1957 further proposals for removal and
0 ® a PfT rnfr national ^k"86 DMt ooIStions of theS,„X $193 million in 1955. A substantial The Bonneville Power Admin- Prevention of slums, for housingpiogram and our national welfare port_operations otthe Commodity

part Qf ^ expansion jg fn in_ istration wW continue construc- for mln0"fy groups and for olderand economic progress this bude- Credit Corporation. Gross ex- r1","1 expansion .s in 111- isuauon wui cununue construc- oVo^and^orother special com-et nmnncps q cn^cfonffoi ncndit.urps for these nnpratinns. sured private loans, which are tion of transmission lines based on ' - - - -
et proposes a substantial increase Penditures for these operations, Ti T a- transmission lines cased on "it'!needs It also provides forin Federal support of general- reflecting new price support loans ^ndefcolsfructfon r^w measures toMtoSlVZ
EcKn^Thi a^rdUCa?i°n in during the y«fr a e esUmat a? P°sed to broaden .Se auttmrHy fn the Pacffic Northwe?t Expr munities with persistent unem-the sciences. This increase is con- Junng tne year, are estimated at . Bankhead-Jones Farm Hit,ires nf the Southeast*™ ^ ployment in discovering a soundsidered by our national security billion.

under the Bankhead-Jones Farm ditures of the Southeastern and
and scientific research agencies t'o Government support of farm ^H^Lministotionto^ake Honf wlllTe forop^Uon^and help victims of future flood dis-be. vitally necessary Even with prices above world prices under certain loans for Jarm housing maintenance of transmission sys-this added support, basic research programs which were attuned to previously possible only under terns and for marketing powerwill constitute ess than 10% of war and were too. long continued TitIe v of the Housillg Act o£ d ° ™ e'"8 P™".the government's annual invest- has been a .major cause of the 2949 as amended With this ■ J-ennessee Valley Authority
ment, in research and develop- Present accumulation of farm sur- '

basis for redevelopment, and to
help victims of future flood d
asters rehabilitate themselves.

Highways
The Federal Government has a

will not be necessary.
priations.

Consistent with our policy of Since jne^ly all major hydro-
the Federal Govern- nc, sites in the Tennessee struction of the interstate system

of population and industry.
I consider it essential that con-

activities that

~

. . pciiuua, Lugciiicx wiiii uui u'&'i
•bousing inventory will measure rigid price supports, encouraged
.the significant changes in the na- expansion of production through-
.tion s housing supply which have out the world,
taken place since 1950. Expendi-

can Vaiiey have now been developed, be fully authorized now as a sin-
an additional steam-electric unit

a period of approximately 10
years with the greatest economy.
I am, confident that the expanded.

change further extension of the wil1 Cin^nUe Y°rk fiscal special interest in completing a3ment. " / pluses These now overhang the authoritv for farm housing loans Snl nni°^ early as Possible the 40,000 rniles
•; For the Bureau cf the Census market and create uncertainty under Title v beyond its preSent ^nits J^ted ^ 1955 and of the Interstate Highway Sys-
I am recommending appropria- gr%at conc^Tn 9?^ Tpa^rt°l? termination date of June 30, 1956, ' previous appro- tem, which connects major centers

STiSSortMS data °n itehe/dblftossS^dlh/JucUon
+inn-i li+'o Vh p f our na" enabled the liquidation of prewar ...

menfl 1 11 n T™? offgov?rnT surpluses, and the Korean conflict withdrawing
time .since 1942, comprehensive cumulated*after^^he^n^of^World more properly be carried on pri- an aaaitionai steam-eiectric unit gie integrated program in order
financial information about the War II But the sharp rise of vately> legislation was recom- P/un T^v, that it may be accomplished overmore than 103,000 state and local worid prices during these war mended and enacted last year wUlbeneeded'teTeet "The, national periodsP together with our high &

in the banks for cooperatives Hnxmgh the calendar year 1958. program can be soundly financed
which are supervised by the There is pending before the Con- so as ncd t0 create budget deficits.

.

, .. , ... Farm Credit Administration. Al- gress legislation which the admin- Pending final determination of
tures for th° Census Bureau as a • f chie_ domestic beneficiar- though the effect of this legisla- istration has proposed for financ- the amounts involved for the In-1 t-iv. v.t;iibub bureau as a

les of our pnce support policies ti " '
in the past have been the two

in this budget under proposed leg-
on cover only the continu-

. .

1 — ^ , v.-v. ~ M. ail^ of the present annual levelof our agricultural the Federal Government in these recommended for the Sevier unit. 0f $375 miilioh in authorization
Items are included in the budget for Federal-aid highways includ-
to finance the continuation of this ing $175 million exclusively forNatural Resources work and initiate construction of the interstate system. The budget

ties as well as bv regular aooro- in' naQp nf "hpat' fnr Resource development is the the Johnsonville units in 1957 aiso includes $22.5 million for for-
priaticns. InSreSriirfhMtSe example! wSrl?^thre" responsibility o£ everyone. In with toe proceeds of the revenue es).highway, continuing the pres-
removal of agricultural surpluses fourths of the loan dollars go to many cases State, local, and pn- ent level,
are expected to result in a greater one-third of the borrowers. Indi- ^ 5r0UpS, Can carry °ul fnfl^ new ur)1l® are com-distribution cf such foods to vidual cotton loans in excess of uccded programs themselves. In pleted, the Tennessee Valley Au-
schcols, reaching an estimated one million dollqrs have been ? cases, Federal participation thority will have a capacity of 6.7Ja .... z.. n is the necessarv element in ac- million kilowatts in its steam-

whole will dec'ine however as -GS our ,pr^ce support policies tion on tbe budget will be small, Ast,tam_pP^ur fa^ilities of the terstate Highway System, there-
wcrk on the current censuses of in-,v ? have been the two it is expected that farmers TVA through the sale of revenue fore tbe dollar estimates include
agricuUu re, business, manufac - SeLming'Toul through their cooperatives will ^nds So the work may be- jn this 1tures and mineral indn<=trip- f f representing aDout be abie to aCquire, over a period gm promptly, a starting supple- isiation
draws to a conclusion ndustne° 2J%+ofaar farms but producing of yearS) the present equitv of mental appropriation for 1956 is ance of

Other Welfare Services

about 85%
_

products. Under the price support crediUnsfitution^
. program that has been function-

, The scr.ool lunch program is jng, the greater proportion of the
supported with surp.us commodi- dollars go to the largest pro-

value cf up to $130 million in the made,
current fiscal year.
This nation still has hundreds

Promotion of Aviation

During the past five years, the
rapidly expanding use of the Fed-million kilowatts in its steam

complishing broad national aims, electric plants and 2.7 million eral airway system and the in-
As a nation, we have in the where projects are beyond the kilowatts in its hydroelectric creasing speeds of both conven-

nf thrucand" of di-ahV-J pititS™ past and' if necessary' win in the means or needs of local groups, plants,tncu.an^o cr aijap-e i citizens
future provide substantial sums Under the partnership policy of

tionally powered planes and mili-
Construction will also begin in tarv -ief aircraft have produced

mm traffic congestion. To

iuii supporter tne expandea state- ment money alone'will not do the This approach serves to multiply rr™in^afi^ resulting heavy cost in time andFederal vocational rehabilitation job. Furthermore-farmers do not the effect of Federal expenditures ?t7uXn will be financed from money to both the operators andprogram at a rate whic.i will per- Want to be dependent on govern- in the stimulation of conservation
nnDroDriated funds The TVA will users of the planes,nut the.states to continue enlarg- ment assistance. They want the and development. The recommen- ®pp

cpntinue work in the devel- As a step in meeting the im-wgtucir rehabilitation services as opportunity to obtain a better liv- dations in this budget will result ak*> co
resources of th« mediate problem, I am recom-rapialy as tneir own funas parmit. mg standard for their families in further advances toward our °Pment oi tne resources oi. in.

region in cooperation with state mending new authority to incur
obligations of $40 million in 1957.
This will enable the Department
of Commerce to expand further

n°Hvafi niiTJ fS This budSet gives recognition to the capacity of the present airwayprivate citizens and the Federal
+v.q evefpm hv installing ffreatlv lm-

. through their own efforts. The broad goal of a steadily growingAgriculture and^ Agricultural government's responsibility is to program for resource develop-Kesources
. belp create the conditions in ment through the cooperative ef-

This budget carries forward the which farmers can have this op- forts of States, local communities,
•broad agricultural objectives that portunity. private citizi 1 J1 "
we have been striving to achieve

The International Wheat Agree- Government.
tinnUnf ment' a multilateral agreement The importance of the partner- icy. The Bureau of Mines and the control facilities,
administration diirino- S m/rt between wheat - importing and ship policy in the development Geological Survey will expand in- To keep pace with further ad-
thrpo vpars Tf nrnlivihc L fvfo wheat exporting countries of of water resources is being em- yestigations and research directed vances in aviation, I shall shortly
'strenfftpnpd - JrionH^ ral nrn^ram which the- United States is a phasized in a report of the Ad- toward discovery of additional initiate a comprehensive study ofstrengthened t gricultural program member, exoires on July 31, 1956. visory Committee on Water Re- SOUrces of essential minerals, im- the nation's long-range needs for

the recommendations of the Cab¬

inet Committee on Minerals Pol-
system by installing greatly im¬
proved air navigation and traffic

uuhiriH I nmnncD^ • - T„,r 7 .» wv-w SOUICes OI esSCllUdl IILIUC!cUS, 1III- mv uau"" ^

^nprial LLT.. tn L rJS The desirability of extending this sources Policy. This report will provement of mining techniques, aviation facilitiesbpeLidi message to tne congress. agreement is under study and a also stress the need for strength- and better utilization of mineral In addition toinus, tns oudget permits an determination will be made at a ening our procedure for the for- F,,nd« arP nmviriPH for to expand the capacity of the air-intensification of our efforts to iater date. This budget assumes mulation and review of proposed
. pp_f; a. way system, expenditures for op-aid farmers in making the diffi- that" wheat exports during the water resources projects. Some of the Office of Minerals Mobiliza- erating the present airway systemcult readjustment from the ab- 1956-57 marketing year will total the Advisory Committee's recom- tion to continue to develop and must rise substantialy to handlenormal situation of the war and about 275 million bushels and mendations will require changes evaiuate supply data for metals the expanding traffic, to operatepostwar period to a realistic that most of this wheat will move in existing law, and specific legis-

cr> new facilities provided under ear-peacetime outlook for markets, so at world prices under federally lative proposals will be trans- ana so inai adequate _

that they may share more equi- assisted programs.:1 mitted to the Congress. supplies and production facilities Continued on page 68
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Other Aids to Housing:

President's Budget Proposals
lier appropriations, and to take
ever from the Department of De-
iense the costs of operating cer¬
tain radar installations serving
common military-civilian needs.
Federal grants to help local com¬
munities build airports are also
increasing as a result of the leg¬
islation enacted last year. In total,
expenditures of the Civil Aero¬
nautics Administration will rise
by an estimated $50 million to
$200 million in the fiscal year
1957.

Subsidy payments by the Civil
Aeronautics Board to commercial
airlines will again be reduced in
the fiscal year 1957 as a result of
rising profits of the carriers and
continued vigilance of the Board
in keeping subsidy rates at the
lowest possible level.

Promotion of Water
Transportation

The Department of Commerce
and the shipping industry have
begun systematic replacement of
the merchant fleet built during
World War II. Negotiations are

now under way with the operators
to advance their ship construction
plans and to determine replace¬
ment schedules for the next 15 to
20 years. Three long-term con¬
tracts have already been signed.
The program is designed to (1)
assure a modern merchant fleet
adequate for commercial and de¬
fense needs, (2) maintain the ship¬
yard employment and facilities
which are esential to our mobili¬
zation base, and (3) minimize con¬
struction costs by avoiding peak
demands. As next year's install¬
ment, I am recommending the
funds necessary for construction
subsidies and defense allowances
for 22 new ships, as well as trade-
in allowances for the ships re¬

placed. In addition, this budget
proposes appropriations for the
design and construction of two
new types of cargo ships—types
which could be produced cheaply
and in quantity in event of mobi¬
lization. \

• I am renewing for the fiscal
year 1956' my earlier recommen¬
dation for a supplemental appro¬
priation of $13 million for the
Commerce Department's share of
a nuclear-powered peace ship, to
be built jointly with the Atomic
Energy Commission. Moreover,
funds are included in the budget
for a nuclear-powered merchant
ship, to be built over a longer
period, incorporating experience
gained from the peace ship and
from later research and develop¬
ment.

To finance construction of both

conventional and nuclear-powered
ships, I am recommending new

authority to incur obligations for
the Department of Commerce of
$165 million in the fiscal year
1957. Operating subsidy payments
of $124 million in 1957 are esti¬
mated to cover the differences in
selected costs between operating
American-flag and foreign ships.

Postal Service

; The Post Office Department
cannot be self-sustaining if it pays
.-salaries, transportation rates, and
; other costs based upon 1956 con¬

ditions, but must continue to

charge rates which were largely
.'determined before Pearl Harbor.
Legislation is again being pro¬

posed that would initially increase
postal revenues bv $350 million a

year. Legislation is also being pro¬

posed to pay t'.e Department for
services to certain groups which
.it is now required to perform
either free or at greatly reduced
rates.

Community Development and
Facilities

The great population growth in
the past 15 years and the accom¬

panying shifts. — from; farms to
'•» ♦ * * - i - i i

» : l 5- > i : i 1 j f > !

cities, from rural communities to
metropolitan areas, and from cen¬
tral cities to suburbs—have accel¬
erated the decay of large sections
of our major cities, and caused
many metropolitan areas ani
small towns to outgrow their basic
facilities.

With the help of Federal grants
and loans for slum clearance and
urban renewal, major progress in
removing urban blight is in sight
for the first time. By the end of
the fiscal year 1957, an estimated
233 communities will have work¬
able plans providing for a wide
range of local actions needed to
prevent or eliminate slums. Such
plans are now required as a con¬
dition of Federal assistance for
urban renewal. In these and otner
cities 49 specific projects will have
been completed by the end of
1957; 237 other redevelopment
projects will be actively under
way; and 112 projects will be in
the planning stage. Net expendi¬
tures, chiefly for grants and loans,
will increase to $74 million; these
include the additional grants for
community planning by metropol¬
itan areas and smaller cities under
legislation that will be proposed
to increase the present limited
program.

Substantial increases are also
expected in the fiscal year 1957
in loans to small communities for
building public facilities and in
advances to local governments for
planning public works. Additional
appropriations for planning ad¬
vances are recommended for 1957.

As part of the new program to
assist in the industrial redevelop¬
ment of chronic labor surplus
areas, I am proposing revisions in
the present urban renewal arid
other community facilities legis¬
lation. The main emphasis in these
programs, however, should con¬
tinue to be improvement of the
homes and living environment of
our families.

Public Housing

Continued Federal assistance
for low-rent public housing will
be necessary in 1957 to meet the
most critical needs of low-income
families. An increasing number
of such families will be displaced
by the clearance of slums and by
the enforcement of housing codes
under the growing urban renewal
program. I am, consequently, rec¬
ommending that the Public Hous¬
ing Administration be authorized
to enter into annual contributions
contracts with local housing au¬

thorities for an additional 35,000
dwelling units a year for two
years. In addition, I urge that the
Congress restore the provisions of
the Housing Act of 1954, repealed
in 1955, which limited new pub¬
lic housing to communities with
workable programs for the pre¬
vention and elimination of slums,
or with slum clearance projects
under way.

As the number of older people
in our population has increased,
action to meet their special hous¬
ing needs has become highly im¬
portant. Several administrative
steps have already been taken in
the public housing program. In
addition, legal restrictions on ad¬
mission to public housing projects
should be amended to provide a
limited preference to elderly low-
income families, as well as to
permit admission of elderly sin¬
gle persons.

Gross expenditures for public
housing programs, chiefly for con¬
struction loans and payment of
annual contributions to local hous¬

ing authorities, are estimated at

$598 million in 1957. Receipts,

mostly from private refinancing of
Federal loans, are estimated at

$515 million, leaving net expen¬

ditures of $83 million.

Applications for insurance of
mortgages and home improvement
loans by the Federal Housing Ad¬
ministration under its regular
programs are expected to con¬
tinue in the fiscal years 1956 and
1957 close to the 1955 levels. In
addition, applications for the spe¬
cial urban renewal mortgage in¬
surance authorized by the Housing
Act of 1954 are expected to rise
from less than 2,000 units in 1955
to 75,000 units in 1957.
To make this full program pos¬

sible, legislation will be required
to increase the present mortgage
insurance authority. -:'V
The Federal National Mortgage

Association will make commit¬
ments for immediate or deferred
purchases of $423 million in mort¬
gages insured under the urban
renewal, armed services, coopera¬
tive, and other especially urgent
housing programs which I have
specifically designated. Sales of
mortgages together with repay¬
ments and other receipts, how¬
ever, are expected to be $256 mil¬
lion greater than expenditures.
In addition, purchases of mort¬

gages by the Association under its
secondary market program are ex¬

pected to increase in 1957 to $290
million. Except for temporary
Treasury loans, the funds required
will be obtained from sale of
debentures and stock to private
investors, and the purchases are
shown as trust expenditures,
rather than budget expenditures.
By the end of the fiscal year 1957,
private purchases of stock will
have made an excellent start to¬
ward the goal of replacing a gov¬
ernment activity with a private
company.

One of the most successful
measures authorized by the
Housing Act of 1954 is the Vol¬
untary Home Mortgage Credit
Program. Under this program,
applications to the Veterans Ad¬
ministration for direct loans and
to the Federal National Mort¬
gage Association for mortgage
purchases are referred to private
lenders. This program has al¬
ready made conspicuous achieve¬
ments in encouraging private
financing of housing for mem¬
bers of minority groups and other
borrowers in credit-short areas.

Moreover, the rapidly increasing
volume of veterans housing mort¬
gages placed privately has made
it unnecessary to use a large part
of the additional authority pro¬

vided for direct housing loans.
Net expenditures for the veterans
loan program, consequently, are
expected to show only a minor in¬
crease to $71 million in the fiscal
year 1957.

Other Aids to Business—
Present Programs

Through the Small Business
Administration, we shall , con¬
tinue to help small business con¬
cerns obtain access to adequate
financing, to a fair share of gov¬
ernment procurement, and to
competent counsel on manage¬
ment, production, and marketing
problems.
I also recommend improve¬

ments in construction statistics
so that more accurate data can

be supplied to business, labor,
and government on major
changes in this vital industry.

Area Redevelopment

All of us are greatly concerned
because certain chronic labor
surplus areas are not sharing in
our general prosperity. The pri¬
mary responsibility for promot¬
ing the economic redevelopment
of these areas rests with the
local community and the states.
However, I believe that the Fed¬
eral Government should give
much broader assistance than is
possible under present law.

Regulation of Commerce and
Finance

As our economy grows and be¬
comes more complex, the respon¬
sibilities of Federal agencies
regulating business also increase.

/•I ■t >

While the amount of money re¬

quired to finance these agencies
is relatively small, their influence
on economic growth is very sig¬
nificant. In this budget I am

recommending increased appro¬

priations to strengthen every
major regulatory program, includ¬
ing specific increases to (1) triple
the staff of the Federal Trade
Commission charged with enforc¬
ing controls over corporate merg¬
ers; (2) assure effective review
by the Department of Justice of
possible antitrust aspects of the
newly authorized interstate com¬
pacts for the conservation of oil
and gas; (3) provide for more

adequate review by the Securities
and Exchange Commission of the
vast new capital offerings and the
increased trading in securities;
and (4) improve enforcement by
the Interstate Commerce Commis¬
sion of motor carrier regulations
and assure better compliance with
safety regulations.
To continue the export con¬

trols necessary for our national
security, the existing legislation
should be extended.

Disaster Insurance, Loans, and
Relief

The flood disasters during the
past year in the Northeastern
States, the Far West, and other
areas have shown the urgent
need for increased assistance to

the victims of floods. Since pri¬
vate insurance is not generally
available, legislation should be
enacted authorizing, on an ex¬

perimental basis, an indemnity
and reinsurance program, under
which the financial burden re¬

sulting from flood damage would
be carried jointly by the indi¬
viduals protected, the states, and
the Federal Government.

Federal Financial Management

I urge that the Congress enact
pending legislation to reduce the
frequency of information returns
submitted by employers withhold¬
ing income and social security
taxes. This legislation will sim¬
plify tax procedures for both the
Government and the employers,
and will also provide a basis for
stronger enforcement of the tax
laws.

Interest

Interest payments now account
for about 11% of net budget ex¬

penditures. They are determined
by the size of the public debt and
by interest rates on that debt.
They are included in budget ex¬

penditures as they accrue. Interest
is paid from permanent appro¬

priations.

Interest on the Public Debt

Interest payments on the public
debt in the fiscal year 1957 are

estimated at $7 billion. This is an

increase of $200 million over esti¬
mated expenditures for the cur¬
rent fiscal year and $630 million
above actual expenditures in 1955.

The high level of prosperity has
created a heavy demand for credit
by private enterprises. As a re¬
sult the average rate payable on

the interest-bearing public debt

has risen during the last 12

months from 2.29% to 2.49% at

present, and maturing obligations
are being refinanced at the higher
rates prevailing in the money

market.

The Administration is recom¬

mending legislation so that the in¬
terest paid to the Federal old-age
and survivors insurance trust fund
will reflect more closely the long-

term character of investments by

that fund.

Conclusion

This is the third budget I have

transmitted to the Congress.

As a result of the substantial

reductions in Government expen¬

ditures made by the Administra¬
tion subsequent to assuming of¬
fice, I noted in the first of these
three budgets—for the fiscal year

. C * . i • 1 ' I * '.I t

1955—that a budget surplus was.
actually in sight. However, so that •

part of our savings through econ-•
omies ; during that transitional^
period could be passed along la¬
the taxpayers of the nation as a;
whole, with beneficial effects for;
the growth of our economy, I
stated that I believed it best "to
adopt a course leading toward the
twin goals of a balanced budget'
and tax reductions."

Tax reduction was thus achieved
with the Administration's first-
budget, which made possible a
$7.4-billion tax reduction pro¬
gram, enabling us to make prog¬
ress of historic dimensions in re-r

ducing tax burdens and improv¬
ing the tax structure.

. A balanced budget is now be¬
ing achieved in the Administra¬
tion's second and third budgets,
both of which we now estimate
will be brought into balance.
This course of Government pol¬

icy has helped to lay a sound basis
for the greatest volume of busi¬
ness, the highest employment, and
the highest national income in the
history of this country. As an es¬
sential element in this prosperity,
private spending has more than
replaced reductions in Federal
spending. Federal expenditures
have declined from 20.6% of total
national production in the fiscal
year 1953 to 17.3% in 1955. This
budget is designed to continue
that trend.: / ■ 4.

We have freed the - economy,*.,

from needless controls and from -.

inflationary deficits, and have re-4
duced the tax- burdens which ,

threatened to destroy the incen-4
tives to work and save and invest; -

State and local governments are V
now in an excellent position to
obtain revenues and meet their
responsibilities.
This budget carries forward the

policies this Administration has ;
been following in the interest of ;
all our 167 million Americans. The ;
success of our country depends
not upon centralized Government^
control, but upon the efforts of all
our people to do more for them¬
selves, to better themselves, their
families, and communities. The
role of Government is to encour¬

age these efforts. • V. - ; f :
Some parts of our society, how-"

ever, have not shared fully in the..
present prosperity ofAmerica:
This budget provides for': new
steps to help create the conditions
under which all Americans may
share in the abundance we as a
nation are enjoying,

r* There has also been developed
.an armed strength more efficient
and better organized * than ever
before, and we shall continue
building our defenses. We have
started a worldwide, cooperative
effort for peaceful uses of atomic
energy which is already beginning
to show results. We have worked
with other free countries on a
mutual basis to increase their eco¬
nomic and military strength and
will continue to work with them.
Our future prosperity, perhaps v
our very survival, will be linked
with the strength of our allies and
in the development of good will
rather than fear and distrust

among the nations.
• This Nation has reached a new

high of material prosperity. The
rest of the free world has come

to expect our leadership in co¬

operative efforts for peace and in
defense of our Common liberties.

We should be very thankful for
the resources of this country, for

the efforts and accomplishments

of our forebears. We should also

be very humble. America must
continue to be the land of faith,.

of promise, and of unbounded op¬

portunity. There is much yet to
do. With God's help, we will all

go forward.
DWIGHT D. EISENHOWER,

Jan. 16, 1956.
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The Outlook for Banking, Credit
Demand and Interest Rates

tax purposes next March and June
are expected , to be as large or

larger than in 1955. These factors
should tend to support the volume
of business loans in the early
part of the year and should
moderate the seasonal decline in
the second quarter. On the other
hand, sales finance companies, for
instance, which were large bor¬
rowers in 1955, should use sig¬
nificantly less credit in 1956. Also,
substantial repayments are antici¬
pated this year on the mortgage
warehousing loans and * other
advances of bank credit which
were made to help meet the shorts
age of mortgage money in 1955.
Furthermore, an easing of busi¬
ness in the course of the year
would assuredly lead to smaller
requirements for bank loans. On

balance, therefore, present signs
point to a further increase in total
bank loans in 1956, but of con¬

siderably smaller proportions than
in the prior year.

Meeting Loan Demands—Build¬
ing upon the assumption of a
smaller increase in bank loans in

1956, one may venture the further
guess that commercial banks will
be under considerably less pres¬
sure to reduce Government se¬

curity portfolios than in 1955. To
meet last year's loan demands,
banks liquidated an estimated $7
billion of short- and medium-term
Government obligations. The
buyers were, to an important ex¬

tent, business corporations seeking
temporary investment outlets for
large amounts of cash generated
by rising profits, lags in income
tax* . payments,. . and mounting
depreciation charges. .Also, the
proceeds of cash accumulated
through corporate . and public
long-term offerings frequently
sought temporary investment in
Government obligations while
awaiting disbursement, and some

corporate holders of bank deposits,
attracted by rising short-term
rates, shifted to Treasury se¬
curities. : -TV

- The environment at the start of
1956 suggests that a repetition of
the large unloading of Govern¬
ments by commercial banks:Js
hardly likely this year. Not only
will the banks probably add
smaller amounts to their loan

portfolios but — if these guesses
are well-founded — deposits are

likely to average moderately
above 1955. Moreover, the pro¬

spective tapering off in business
activity and the lesser increase in
loan demands justify the assump¬
tion that credit conditions and,
therefore, bank reserve positions
in 1956 may not remain as con¬

sistently tight as in 1955. Thus, the
commercial banks should not find
themselves as strapped for funds
as in the past year.

Treasury Financing Requirements

At the same time that demands
for bank loans may be expected
to moderate their growth, the
Treasury's financing requirements
are also likely to be smaller. The
budget outlook for the calendar
year 1956 is favorable, and while
much will depend upon Con¬
gressional action on tax cuts and
expenditure programs, it seems a
reasonable guess that the Treas¬
ury will have a cash surplus of $3
billion or more. Thus, some net
reduCtidrfTn the Treasury's mar¬
ketable debt is in prospect for
1956. However, because of the
concentration of tax receipts in
the early part of the year, tem-
porary financing, presumably
through tax anticipation securi¬
ties, will still be necessary in the
-second half of 1956. And since
business corporations, because of
accelerating tax pavments, are

likely to be less eager buyers of
governments than in 1955, sub¬

stantial bank credit will still be

required to place new Treasury
issues.

Refunding the Debt—Moreover,
the Treasury in 1956 faces the
task of refinancing some $33 bil¬
lion of maturing obligations, ex¬
clusive of bills and tax anticipa¬
tion certificates. The aim of the

Treasury, ever since the Admin¬
istration assumed office three

years ago, has been to achieve a

lengthening of debt maturities and
some redistribution of debt own¬

ership. Debt management policy
has, however, been flexible and
has adapted itself to changes in
business and credit conditions.
When business! was slack and
credit easy— from mid-1953
through 1954— the Treasury was
content to lengthen the commer¬
cial bank portfolios of government
securities through offerings of
medium-term securities; as the
economy advanced, the Treasury
in February and July 1955 offered
the long-term 3s; but later in the
year, as money and credit markets
tightened appreciably, Treasury
financing was limited to short-
term obligations.
Policies for 1956 — It is reason¬

able to assume that the Treasury
in the year ahead will continue to
tailor its financing to develop¬
ments in the economy and in the
credit markets, which makes an¬
other modest offering of long-
term government bonds a possi¬
bility. Over the near term, the
outlook is for a continuing high
and perhaps moderately rising
level of business. In addition, the
experience of 1955 demonstrates
that there is a small but continu¬

ing demand for long-term govern¬
ment securities even in the face
of a record rate of private invest¬
ment activity. Some investors are
still limited by law to United
States Government obligations;
others, for various reasons, cannot
shift funds rapidly and readily
into such higher-yielding invest¬
ment outlets as real estate mort¬

gages. Finally, the yield spread
between corporate and govern¬
ment bonds is still quite narrow
and the volume of new long-term
corporate financing is not ex¬

pected to show much, if any, in¬
crease in 1956.

Thus the Treasury may find it
feasible to offer additional long-
term bonds in 1956, but prospec¬
tive demands will probably be
fairly modest, as they, were last
year, when the total amount of
such securities issued was $2.7
billion. Even a moderate sag in
the rate of economic activity later
in the year need not alter this
outlook. A fairly consistent pol¬
icy of some long-term. Treasury
financing in periods of economic
contraction as well as expansion
would not only be desirable but
could assuredly be achieved in
flexible fashion without unsettling
either the investment markets or

the course of business.

Meanwhile, as long as business
continues active, conditions are
not likely to be conducive to the
type of debt management fol¬
lowed in 1954, which involved
the sale of large amounts of me¬

dium-term obligations to the com¬

mercial banks. The banks, at least

for some months to come, are not

expected to be in a position to add

significantly to their holdings of

government obligations, nor is
their liquidity position in general
such as to encourage a stretching

out of their maturities in the near

future. Obviously,1 this situation
could change fairly rapidly if
business should show siens of

weakening and the Federal Re¬

serve authorities should adopt a

policy of easier credit.

Federal Reserve Policy
■ All things considered, it is
credit policy which will ulti¬
mately determine whether our

conjectures regarding banking
conditions in 1956 will come rea¬

sonably close to the mark or Will *

prove to be wide misses. Through
their powers over reserve require¬
ments, discount rates and open
market operations, the- Federal
Reserve authorities . have it in
hand to determine the cost and

availability of bank reserves and,
within broad limits, the volume of
member bank borrowings and the
level of earning assets and de¬
posits for the banking system as
a whole.

Tightening of Credit— Current
credit conditions reflect policies
followed since the latter part of
1954, shortly after the economy
had begun to signal an upturn.
However, Federal Reserve policy
went through several stages, ac¬

cording to underlying economic
conditions.

In the first phase, through early
1955, there was still some slack in
the economy, and the Federal Re¬
serve did not actually apply credit
restraint, but prepared the ground
for such action by absorbing,
through open market operations,
the existing abundance of free re¬

serves. This was at a time when

unemployment still stood at about
5% of the labor force and the

price index was stable.

The "getting ready" phase of
the program was about completed
last March and was followed by a

period which may be described as

"watchful waiting." To signal
caution, the discount rate was

raised in April, but the money
market was not otherwise tight¬
ened; in fact, some easing of the
market was apparent in the sec¬

ond quarter. In retrospect, the
authorities probably proceeded
too gingerly in this period; but it
must be admitted that some un¬

certainty still prevailed as to the
vigor and momentum of the busi¬
ness recovery.

By about mid-1955, however,
the business outlook had come in¬
to sharper focus. It had become
clear that the rising trend of ac¬

tivity was firmly rooted; past pro¬
duction records were falling, em¬
ployment was soaring, credit was

expanding rapidly, and business
sentiment was waxing ebullient.
Some materials were growing
scarce, and the familiar wage-

cost-price spiral was starting to
take hold. In concert, these de¬
velopments eliminated any re¬
maining uncertainty regarding the
diagnosis of business prospects,
and the Federal Reserve shifted to
a policy of progressive restraint.
Discount rates were raised several

times within a four-month period,
and open market operations were
conducted so as to put the money
market under growing pressure;
member bank borrowings in¬
creased rather steadily and free
reserves turned negative, with the
deficiency in free reserves at
times reaching fairly large
amounts. This phase of progres¬
sive credit restraint has continued

up to the present.
The Reserve authorities have

not attempted to gaze very far
into an unknown future, but have
taken their cues from an appraisal
of current developments avnd
reasonably assured near-term ex¬

pectations. On balance, we may

conclude that credit policy is
likely to continue to be changed
concurrently with, or shortly
after, the evidence indicates a

change in business conditions. In
fairness, we cannot expect credit
policy to lead the business trend
to an undue extent. Business

forecasting is a hazardous under¬
taking, and the economic conse¬

quences of an ill-timed shift in
credit policy could be heavy in¬
deed. This lesson has a bearing
upon the outlook for the year
ahead.

Restraint At Its Peak—Perhaps
the immediate conclusion to be

derived from the record of 1955
is that should inflationary pres¬
sures persist, credit continue to
expand rapidly, and inventory-
speculation or the like become "

widespread, further credit tight¬
ening would surely be in the
cards. However, as already ob¬
served,' the recent easing in de¬
mands for housing and automo¬
biles appears to have mitigated
the near-term danger of an infla¬
tionary blowout and, at the same

time,. the odds seem to favor a

tapering off in the recent rapid
growth of credit. And while some

weakness in this or that sector of
a still expanding economy should
not be expected to usher in a re¬

newal of easy credit, Ithe Federal
Reserve, in its continuous watch
over the economy, will certainly
give due weight to any evidence
that inflationary pressures are

slackening and that credit expan¬
sion is moderating. In fact, it
seems permissible to guess that
the authorities, if satisfied that
pressures upon business and credit
are easing and the rate of business
expansion is slowing down, will
refrain from restricting credit any
further, at least for the time be¬
ing, especially since the Treasury
will be simultaneously siphoning
funds from the economy as the
result ■ of a cash surplus in its
budget operations.

If this line of reasoning has sub¬
stance, the near - term outlook is
for continuing fairly tight condi¬
tions in the money market but
against another round of increases
in the discount rate. Moreover,
should economic activity lose
some of its steam and begin to
sag, it is fair to assume that credit
restraint will be relaxed quite
promptly, and more swiftly than
it was applied in 1955. An easing
of credit would be accomplished
in the first phase througn open
market operations; only when
the authorities are fairly certain
that the inflationary danger has
abated are they likely to signal
the change by reducing the dis¬
count rate. A pursuit of easy
credit to the point of reducing
member bank reserve require¬
ments seems fairly unlikely in
1956, at least as far as can be
gleaned at this time,

v Supporting the Treasury —

Whatever specific course the Fed¬
eral Reserve authorities may fol¬
low in 1956; it is fairly safe to
assume that their policy decisions
will continue to be guided by the
condition of the economy rather
than by the financing require¬
ments of the Treasury. It is
necessary to stress this point be¬
cause of questions raised by the
recent action of the Federal Re¬
serve in purchasing some $170
million of Treasury certificates on
a when-issued basis in order to

assist the Treasury's December re¬
financing operation. This action
represented a conspicuous depar¬
ture from the practice, established
for several years, of limiting open
market operations to transactions
in Treasury bills and refraining
from dealing in when-issued secu¬
rities. However, it did not rep¬
resent a departure from the more
fundamental principle of letting
Treasury offerings meet the test
of the market: the pricing of the
Treasury's exchange offering in
December was in line with condi¬
tions in the market, and the inter¬
vention of the Federal Reserve
was the result, primarily, of ex¬
ceptionally large needs for cash
on the part of holders of maturing
securities.

This development serves as a

useful reminder that the policy
directives of the Open Market
Committee are not inflexible. In

1956, however, Treasury bills are
likely to remain the principal
medium for open market opera¬
tions, and credit policy, save for
exceptional circumstances, is
likely to continue to be deter¬
mined by economic trends rather
than by the requirements of

Treasury financing—requirements
which/moreover, are expected to
be significantly smaller than for
many a year.

f \ .

, i/ ^ +

The Outlook for Interest Rates

Having reviewed the major
factors likely to influence credit
conditions in the year ahead, it
now remains to draw some con¬

clusions regarding the prospects
for interest rates. This is perhaps
the most thankless task of all,
since even small shifts of demand
or supply in the highly complex
markets for long- and short-term
funds may lead to far-reaching
fluctuations in rates; moreover,
market psychology remains a

potent but unpredictable force.
Bond Yields— The crucial role

of market psychology is aptly
demonstrated by the recent be¬
havior of bond prices — Govern¬
ments, corporates and municipals
—compared with developments in
1953. In that year, it will be re¬

called, widespread fears of drastic
credit restraint contributed to a

near-route in the bond market,
whereas in 1.955, the market dis¬
played impressive stability, even
though credit restraint was being
pursued more energetically than
in 1953. In fact, increases in long-r
term yields in 1955 have been
quite moderate, which is all the
more surprising in view of the
large demands for investment

funds, especially real estate mort¬
gage money, and the failure of
new savings to keep pace with
these demands in the aggregate.
Admittedly, some of the pres¬

sure in 1955 was transferred from
the investment market to

. the
commercial banking system
through warehousing of mortgages
and short-term loans to finance

mortgage lending. Also, some of
the strain upon the market was

reduced by the fact that new

issues of long-term marketable
securities by corporate borrowers
and state and local governments
were less than in 1954. On bal¬

ance, however, the steady under¬
tone of the bond market in the
face of rapidly rising short-term
rates must be explained by the
continuing be1icf that a repetition
of the 1953 credit squeeze would
be averted and tight credit would
not persist for any great length
of time. Supporting evidence is
provided by the fact that the flood
of anticipatory borrowing that
plagued the market in the first
half of 1953 was conspicuously
absent. '■'?'} '
This demonstrated resistance

of bond yields to upward pres¬
sures would seem to argue against
any substantial increases in yields
in 1956. In fact, expectations are
for somewhat lower demands for
investment funds in the year

ahead, on balance because of a

smaller net increase in real estate

mortgages. At the same time, the
flow of funds through major sav¬

ings institutions should show
another increase in 1956. Thus, the
demand-supplv situation in the
long-term credit markets, as far as
it is visible at this point, suggests
that the rise in bond yields in this
business upturn has been gen¬

erally completed, and that fluc¬
tuations for some time ahead will
be limited to a fairly narrow

range. However, it is difficult to
foresee any strong and sustained
firming of bond prices for the
time being since investment de¬
mands, even if below the 1955
peak, are still likely to be very

heavy; moreover, long-term yields
are relatively low in comparison
with money market rates.

The Money Market — The fact
that important money market
rates today are around their high¬
est levels since the early 1930's

has been widely publicized. As a

matter of fact, this is less spec¬

tacular than it sounds when we

consider that after more than a

year of booming business and a

fairly aggressive policy of credit
restraint, money rates are about

Continued on page 70
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The Ontlook for Banking, Credit
Demand and Interest Rates

where they were when the econ¬
omy, some 25 years ago, was
sorely depressed. The comparison
merely demonstrates the exte?it
to which a relatively low level of
interest rates has become the
widely accepted norm for our
money and credit system. How¬
ever, the Federal Reserve's policy
Of credit restraint has assuredly
led to an unusually steep rise in
short-term rates since mid-1954,
although in part this was due to
the fact that in the preceding
period of aggressive credit ease,
rates had been pushed to exces¬
sively low levels. And measured
against the movements of the past
20 years or so, money rates now
are certaimy in a high area.
Under a flexible Federal Re¬

serve policy, we must expect
fairly wide fluctuations in short-
term interest rates. If, as seems
reasonable, the odds are against
any intensification of credit re¬
straint over the near future, one
may venture the guess that money
rates are near their high points
for 1956 and will average below
present levels for the year as a
whole. In other words, the money
market may be now passing—or
may have already passed — the
peak of tight credit. Moreover, in
view of the volatile nature of
short-term rates, even a fairly
minor relaxation in the current
policy of credit restraint such as
is deemed quite probable in the
course of the year, is likely to
result in a significant easing of
short-term interest rates.

Bank Lending Rates — Finally,
how are these prospects likely to
affect the lending and earning
rates of the commercial banks?
The prime rate on commercial
loans was raised twice in 1955, in
August and in October, and now
stands at 3 \'z%, against 3% a year
ago. This is a very moderate in¬
crease compared with the in¬
creases in most money market
rates; it is reasonable to assume
that this rate will hold for some
time ahead even if the money
market begins to ease. - This ex¬
pectation of a continued firm
prime rate is bolstered by the cur¬
rent record level of bank loans
and the probability that loan de¬
mands will be counterseasonally
strong at least through the first
half of the year.
In any event, the prospect

seems reasonably well assured
that 1956 earning rates will show
some improvement over 1955.
Rates earned on bank loans last
year reflected only in part the
increases in prime and other lend-,
ing rates, especially since most
of these increases came about in
the latter part of the year. Fur¬
thermore, lending rates tend to be
fairly "sticky" and are not usually
susceptible to minor changes in-
money market conditions. Thus;
until the economic and financial

climate shows a pronounced

change, the broad pattern of lend¬
ing rates is likely to remain
around present levels.

Continued from page 10

Lanston Refutes Spioul on
Credit, Open Market Policy

it also is quite clear, I think, that
the controls over conventional
residential mortgages would have
to apply with greatest force to the
activities of the savings and loan
associations. <

• At the bottom of the exhibit

you will find the principal sources
of increase in installment credit
outstanding. It can be seen that the
finance companies have become a

major factor in the direct exten¬
sion of such credit. If, therefore,
installment credit were to be sub¬

jected to selective control, would
not such controls have to apply to
finance companies, and to the
banks and to many others?
The answer can be readily

demonstrated by reference to Fed¬
eral Reserve statistics. The amount
of such credit extension by the
credit unions, department stores,
furniture stores, household ap¬

pliance stores and automobile
dealers has been considered large
enough to be classified under each
such group. Hence, I would think
that the rules and regulations of
selective control would have to be

sufficiently detailed and cumber¬
some as to cover all such groups

-plus, no doubt, a number of others,
f

. ; ... ■. ■ ■ ■ , ' .•

Credit from Non-Financial
Sources

; I think these statistics point up
another thing, too. This is that the
'problems inherent in mortgage
and consumer credit stem partly
from the fact that a large and in¬
creasing proportion of such credits
have been extended from sources

outside of the financial institu¬

tions that are the more quick to
respond to Reserve credit policy.
I think we can agree, for example,
that the commercial banks are

quite quick to react to changes in
credit policy and that the lending
and investment policies of savings
banks and insurance companies

are next to" follow and are ade¬
quately responsive. Such response
as is obtained (from- Reserve
credit policy) from the savings
and loan associations is apt, how¬
ever, to be in the reverse, par¬
ticularly when the Reserve aims
to restrain credit expansion. This
is because, as one of the impacts
from such a credit policy, the dis¬
counts on VA and FHA loans
deepen because the rates of inter¬
est applicable to such loans are

kept, more or less, pegged. As
these discounts on the VA's and

FHA's deepen, an increasing num¬
ber of people may prefer, or be
able to get only conventional
loans. The principal source of
these loans has been apparently
the savings and loan associations.
But, this is not the end of the

story. When and as the demand
for mortgage credit became larger
than the savings and loans were
able to handle from the funds

flowing to them from the public,
they borrowed from the Federal
Home Loan Banks which are au¬

thorized and, one might say, were
compelled to borrow money in the
open market at short-term. Some
portion of the funds so raised—I
don't know what portion — has
come from bank credit that the
Federal Reserve has been trying
to hold down.

Commercial banks have been
held back from competing with
the other lenders in mortgage and
in consumer credit but the total
of such credit has grown apace
just the same. The laws and reg¬
ulations that govern real estate
lending by commercial banks are

still mindful of the mortgage
practices in the 1920's. The amount
of the real estate loans of com¬

mercial banks is limited to mod¬

est percentages-of the appraised
value of the property, and of the
time and savings deposits of the

individual bank and to a quite
small fraction of the bank's total
assets. The non-commercial bank¬
ers among you may be amused,
too, to be reminded of the limita¬
tions that exist for the rates of
Interest that commercial banks
may pay on time and savings de¬
posits. Monies pledged to remain
under one form or another of a

time or savings contract of less
than 30 days may receive no in¬
terest, from- 30 to 90 days?—1%,
from 90 days to 6 months— 2%'
and over 6 fnonths—2Vz%.

To a lesser extent, today, but to
a measurable extent prior to the
last few years, the^savings banks
were at a definite competitive dis¬
advantage in the granting, of con¬
ventional residential real estate
loans as compared with the sav-*
ings and loan associations.^ You
know more about this than I do
but I believe -that to some ex¬

tent, the savings and loan asso¬
ciations still retain a competitive
advantage in that they may grant
larger loans on residential prop¬
erty than, e.g., savings banks in
New York State. Only in recent
years have the New York savings
banks been free to base the rates
of interest' on their deposits in
accordance with the to be returns
obtained from prudent investment.
Savings banks in Massachusetts
only recently obtained legislative
approval to lift their mortgage
holdings to a proportion of assets
that, for some savings and loans,
might be viewed as an underin-
vested position.

Savings— Loan Completion

Certainly, in some degree, the
growth of the savings and loan
associations has been at the ex¬

pense of the commercial and sav¬
ings banks of the country. Here
in Connecticut, in New York and
in New England where we have a

large number of savings banks,
both savings banks and commer¬
cial banks! have suffered. Through¬
out the rest of the country wh£re,

generally speaking, we have fetoer
savings ' banks, the commercial
banks have lost considerable

ground in their respective com¬
munities. The scheme of things as
between these three types of in¬
stitutions—the commercial bank,
the savings bank and the savings
and loan association—is a hodge¬
podge. of inequity. I raise for your
consideration some q u e s t i 0 n s:
Would it be more consistent with
the idea of releasing maximum
initiative and enterprise, a n d
would it be better public policy
to revise Federal and state laws
and regulations so that the com¬
mercial banks that hold time and

savings deposits, and' the savings
banks, and the savings and- loan
associations each find their. real
estate lending operations geared
to the same basic rules? It doesn't
seem to make sense to have the
rules such that the bulk of con¬

ventional mortgage lending on
residential properties is made
through savings and loan associa¬
tions at the expense of neighbor¬
ing financial institutions. It also
doesn't seem to make sense to
continue with rules such that so

large a proportion of the real es¬
tate lending of the commercial
and savings banks has to take the
form of VA and FHA loans be¬
cause their competitive position
has been arbitrarily weakened.
Moreover, as a corollary result the
liabilities of the Federal Govern¬
ment under insurance and guar¬

antee programs that were con¬
ceived as emergency measures are
unnecessarily increased.
May I also raise for your con¬

sideration the question as to
whether lending activities that are
essentially similar, should or
should not be subjected to one set
of rules for the setting up of re¬
serves and entail similar liabilities
for the payment of Federal taxes?
Is it good public policy to restrict
the rates of interest that may be
paid by one type of institution
and have different rules for other
types of institutions doing a sim¬
ilar business in the same com¬

munity?

Should a commercial bank be

prohibited from paying a reason¬
able rate of interest on a 30-day
time contract if the alternative

consequence is that the depositor
may withdraw his money to lend
it directly to a finance company

that, in turn, will relend the funds
to people who want to purchase
goods on time?
I suspect that, as a government

security dealer, I am really jump¬
ing into the fire by raising such
questions but I do so nonetheless
because I believe with some con¬

viction that selective credit con¬

trols are inimical to our long-run
best interests and each of us

should place such a consideration
first, at all times. I recognize, too,
the implications of the sort of
questions that I have raised for
your consideration. Their ramifi¬
cations could be wide and deep.
The test of how such questions
should be answered should not be

dependent, however, on the scope
of their ramifications. The test, I
believe, should be whether it is
right or wrong for the various
types of financial institutions to
be free to compete on equal terms,
free to use their initiative and en¬

terprise unencumbered by arbi¬
trary, outmoded limitations.

Effects of Rule Changes

Perhaps, I might mention some
of the things that could happen
if the same rules were to apply
for similar types of lending ac¬

tivity among the financial insti¬
tutions, I have mentioned and if
we were to return to a system
wherein commercial banks could

compete with others for tne short-
term deposits they have been los¬
ing. Commercial banks would be
faced with an additional element
of cost. This element of cost
would be income, however, to
some one else. The general level
of interest rates would adjust up¬
wards so a transitional period
would be needed. The financial
intermediaries—namely, the banks
and other types of institutions—
would not reap a harvest from
this. Borrowers would pay more

for their money day-in and day-
out, but the money that was lent
would earn a greater return for
those who have and are willing
to save, to all holders of life in¬
surance policies, to those who
have an interest in a retirement

plan or pension and so forth. The
benefits would flow, I believe, to
just about everyone in the coun¬
try b e c a u s e we would have
greatly enhanced the efficiency of
the workings of credit and mone¬
tary policy.
It may seem that I have been

arguing along lines that would
increase the money supply. The
results might seem to fall into
this shape but I think we misin¬
terpret the real size of the money
supply if we ignore the large
growth in the liquid assets that
have come to be held outside of
the banks.

Finally, it strikes me that if we
are to strengthen and to improve
the workings of credit policy and
of monetary policy, an independ¬
ent agency such as the Federal
Home Loan Bank Board should
report to, and its policies should
be caused to remain consistent
with Reserve credit policy. Simi¬
larly, I wonder if it is good public
policy to have a single adminis¬
trator for the Federal Housing and
Home Finance Agency; one man
free to exercise all of the powers

that are granted to this polymor¬
phic organization? Might it not be
better to delegate such power to
a Board and to have the Board
and all others responsible for the
administration of the VA and
FHA programs reporting to, and
their policies caused to remain
consistent with Reserve credit

policy?
In my discussion up to this

point I have covered many things
that may have appeared to be not
too closely related. The genesis of
my whole approach is, however,
rather simple. If the workings of
credit and monetary policy leave
something to be desired then, in¬

stead of being trapped into buying
the selective control approach
once again, perhaps there are

ways of releasing certain of our
financial institutions and certain
of their activities from antiquated,
outmoded limitations to the end
that the effective scope of general
credit controls can be increased,
and the workings of our financial
institutions generally made more

responsive to such general credit
controls.
In the field of Federal Reserve

open market operations, I happen
to have a conviction that when

open market operations go beyond
the scope of bills they may be
counted upon to. hold unending
ramifications. The s e ;a re " fre¬

quently unpredictable,' even for
those who are intimately involved
in the market. Generalizations and
high theories on these matters
tend to produce conclusions that
ignore the technical and practical
aspects,, they tend to ignore hu¬
man reaction^, and, it is upon
these that much of the normal

functioning of credit and mone¬

tary policy must be based.
: At the same time, I would not
say for one moment that there
have been no occasions in the

past when you might not point to
a specific situation in the market
and say "Gee, if the Federal Re¬
serve could only buy and sell in
this sector of the market, it cer-f

tainly would help out". I am will--
ing to grant that similar situations
will occur in the future. But, it is
not the first drink from the bottle
labelled "Perfection Lies This

Way*' that causes the trouble. A
drink now and then may give us

a warm, comfortable feeling. Yet,
as I think most Reserve officials
have agreed, during the period of ,

years when the scope of transac¬
tions was virtually unlimited, the.
drinks sometimes were poured out
one after another and too rapidly,
with the result that the Reserve

foun<| itself with one hangover,
aftet another.

; A little more than a month ago,
the Reserve turned up as a buyer
of when-issued certificates to help
bale out what seemed apt to be a

less - than - desirably successful
Treasury refunding—based on the
size of the potential cash attrition.
The Federal Reserve had tried
precisely the same thing in De¬
cember 1950. Then, it ended up

buying $2.7 billion of „ Treasury
securities.

"Won't Happen Again?"

Those who would argue on Mr.
Sproul's side of this question say,

"Oh, they wouldn't do that again.
They would never buy more than
was consistent with the credit
policy k objectives of the time."
Let's look at that one! Suppose
policy permitted the Reserve to
purchase $200 million of Treasury
securities during a refunding and
the green light were received to
proceed. Let us also suppose that
at 12 o'clock noon on the first day
of the exchange, the Reserve
found that it has reached that
limit. Should it stop buying or see

if another $100 million might do
the job? If the additional pur¬
chases failed to do the job should,
and would, the Reserve proceed to
buy another $100 million or an¬
other $V2 billion? At what point
should they stop? If they stopped
without having done the job—
would the consequences be less, or
worse, than if they had never be¬
gun? If the Reserve were to be
willing to render support to
Treasury financing, as a matter of
policy, along the lines of Mr.
Sproul's proposal as set forth in
the records of the Open Market
Committee—could we confidently
rely on avoiding another Treas¬
ury-Reserve impasse?
In discussions of normal open-

market operations I find that
people sometimes overlook the
large scale on which these must
be conducted for the purpose of
adding to or subtracting from the
reserve balances of the member
banks. The requirements can run

from $50 to $100 million in a

single day, sometimes much lapger
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sums../,Transactions of such' .size lias been extended at a lower rate
can be executed in bills with only while required repayments on out-
a minor impact,-most times, on standing credit continue to en-
their yields. Furthermore,*, bill large. , January * certainly could,
yields are subject to public re- show some further signs that the
assessment weekly through the boom is or has been approaching
bill auctions. It is not possible to a crest. That would hold, we be-
deal in these amounts in other lieve, considerable significance
types of Treasury issues, nor are for the credit authorities. As we

the yields on the other Treasury see the picture the important
issues subject to such regular and- question—right now—is whether
easy public reassessment.* : the rate of climb is petering out
Nor do I lack concern over the —not whether business will turn

Reserve's purchases last Novem- downward.
ber of when-issued certificates to We discussed the other side of
reduce the Treasury's attrition credit policy possibilities in this-
and, presumably, to help put that week's letter. We took the point
refunding ever. We cannot be of view that another increase in
assured—yet—that the Treasury a the discount rate, at this stage,
year from now will not actually would be comparable to conking
face a deficit rather than a surplus, the boom on the top of the head
In such a background, the policy with a good-sized baseball bat.
of confining open market trans- That may have been

, an overly-
actions to bills seems to be in- dramatic statement but we believe
finitely the more prudent, as well that when successive increments
as being the more practical one. of credit restraint have been laid

one on top of the other, in fairly
Interest Rate Outlook rapid succession, there comes a

The outlook with respect to in- P°int when p. new increment of
terest rates over the near term restraint can produce an en-
is somewhat cloudy. In our firm vironment so intense that the con-
we happen to hold the belief that sequences would -be shocking to
the authorities run the risk of manY people. You, however, must
overstaying their policy of credit recognize that when one attempts
restraint and that less risk would to hold a Point °r view on future
be attached to a decision'to ease developments in credit policy in
up a slight bit. > We can best the present circumstance, this re-
measure the chances for future Quires some prejudging of future
developments in credit policy by events and of the reactions of the
attempting to place the near-term authorities to the unfolding of
prospects for changes in business thes.e events. It\ pretty tricky
conditions in the proper perspec- business and it's, easier to be
tive. 7 wrong than right. „

• The upturn in business began v. In conclusion, let me say that
in; the summer of 1954. It ran ^ you have read Mr- Soroul's
ahead at a terrific pace throughout recent talk you' should find it
1955. In the last two months of interesting and worth your while,
the year some soft spots appeared. 1 like the thought^of more cross-Lower starts for residential hous- fertilization of ideas between the
mg 1S one- Prospective lower pro- minds outside of the System andduction of new cars is a second, those within;-it could be advan-A third seems to be appearing in tageously carried further throughsigns that new installment credit more frequent exchanges between

—

v- , Relative Growth in the Total Loans and Investments
(Other Than Treasury Security Holdings)Of Selected Types of Financial Institutions

From December 31, 1945, to October ' 31, 1955
(In billions of dollars) ^

i Dec. 3*1, '45 Oct. 31,755 Times
Commercial banks 33.4 96.0(1) 2 9Mutual savings banks 5.5 21.1(1) 3.8Life insurance companies. 21.6 73.4 ~ 3 4
Savings and loan associations (3) 5.4 3(h6(2) 5.7

(1) Oct. 26, 19555.(2) Sept. 30, l.';55; (3) Mortgages-only.7

Growth in Holdings of Residential Non-Farm Mortgages
From December 31, 1951, to December 31, 1954

(In billions of dollars)
. . . '

. , ' . FHA VA Conventional Total
Commercial banks

. 0.7 q.4 " L8 2.9 '
Mutual savings banksi 1.2 2.5 0!8 4.6

Total banks
____________ 1.9 3.0 7v 2.6 7.5

Savings and loan associations 0.3 1.6 :Su' 8.7 10.6

; Total
_ 2.2 4.6 ^ 11# 18.1Life insurance companies.—- 0.9 : ' 1.5 g.i

From December 31, 1954, to September *30, 1955
FHA VA Couverftional Total

Commercial banks____ _ 0.4 0.3 0.7 1.4
Mutual savings banks_______ 0.3 1.1 ;:fe. 0.3 L8

Total banks
_______ 0.7 1.5 Li 3.2

Savings and loan associations 0.2 0.9 3.4 4.5

Total ___ 0.9 2.4 "VS.. 4.4 7.7
Life insurance companies (1) 0.2 1.1 — 1.2- 2.4 7

(1) Oct. 31, 1955. ' -7 ' '

-From December 11, 1945, to September 30, 1955
Commercial banks ____ _ 1.1 0.8 2.5 4.3
Mutual savings banks_______ 1.6 3.7 : 12 6.4

Total banks
_____ 2.6 4.4 3/7 10.7

Savings and loan associations 0.5 2.5 r: 12d 15.1

Total _________ _____ 3.1 6.9 VL15;8 25.8 -

Life insurance companies (1) 1.0 2.6 4.9* 8.5
(!) Oct. 31, 1955. ''■■■

, '-TJ i
*AI1 non-farm mortgages, that is, includes commercial mortgage loans.

'
' '

Growth in Instalment Credit Outstanding
From December 31, 1945, to October ty, J955

(In billions of dollars) - 7

Commerciar'/Mnlnce
Total

From Dec. 31,'45 to Dec. 31,'.54 20.0
From Dec. 31,'54 tq Oct 31,'55 4.5

Grand total 24.5

Banks- Cos.
&L.

7.9

1.5

9.4

.6.1
2.4

t—

-8.5

Others

6.0

0.6

6.6

more of the practical and theoret¬
ical men—privately and publicly.
On the idea that a case may

exist for adopting selective credit
controls, I hold these are an anatn-
ema to our kind of enterprise.
If the workings of credit and
monetary policy leave something
to be desired then, instead of
being trapped into buying selec¬
tive controls let us release certain
of our financial institutions and
certain of their activities from

antiquated, outmoded limitations
to the end that the effective scope
of general credit controls can be

increased, and the workings of our
financial institutions generally
made more respqnsive to such
general credit controls.
On Federal open market opera¬

tions I have not said anything
new. I do hope, however, that as

practical men you will insist on

having your voices heard wherever
this subject comes up for dis¬
cussion. \V 7: 7.'/ -v. ,->7
K On future developments in
credit policy, the probabilities
seem to favor a change in em¬

phasis toward less rather than
toward more credit restraint.

Federal Land Banks 7
Plan Bond Offering

The 12 Federal land banks are

making arrangements for a public
issue of $130,000,000 of one year
3% consolidated Federal farm loan

bonds, Thos. A. Maxwell, Jr., Di¬
rector of Land Bank Service of
the Farm Credit Administration,
announced on Jan. 23. This fi¬

nancing is primarily to repay bor¬
rowings from commercial banks
and to provide funds for use in-
current lending operations.
The offering will be made

through the banks' fiscal agent,
John T. Knox, 130 William St.,
New York 38, N. Y., with the
assistance of a nationwide group
of security dealers. He will an¬

nounce the offering price on or
about Jan. 26.

7 The 12 Federal land banks
make loans to farmers on farm

mortgage security through 1,100
national farm loan associations.
On Dec. 31, farmers had outstand¬
ing 352,000 land bank loans
amounting to $1.5 billion. The 12
land banks and the national farm
loan associations are completely
farmer-owned. Each farmer-bor¬
rower buys stock in his local as¬
sociation equal to 5% of his loan.
The association in turn uses this

money to buy stock in the land
bank. 7

$40,CCD,COO Banks tar

Cooperatives 2.95%
Debentures Offered

The 13 banks for Cooperatives
on Jan. 24 offered publicly $40,-
000,000 of 7-month consolidated
collateral trust debentures through
John T. Knox, 'their fiscal agent,
with the assistance of a nation¬
wide group of security dealers.
The debentures are being of¬

fered at par and bear interest at
2.95% per annum. The interest is
payable with the principal at ma¬
turity. They are dated Feb. 1,
1956, and will mature Sept. 4,1956.
Proceeds from the sale of these

consolidated, debentures will be
used primarily to redeem the
$40,000,000 of 1.90%, debentures
due Feb. 1, 1956.
These consolidated, secured de¬

bentures are the joint and several

obligations of the 13 Banks for

Cooperatives. The banks are char¬
tered under the provisions of the
Farm Credit Act of 1933. They

operate under the supervision of
the Farm Credit Administration.

The banks make and service loans

to farmers' marketing, purchasing,
and business service cooperatives
on terms particularly suited to
their needs.

Our Reporter on Governments
===== By JOHN T. CHIPPENDALE, JR. 1

The Government market continues to give a good account of
itself, even though it may be a bit too early fo say for sure that
the money restraining policies of the monetary authorities will be
relaxed somewhat in the near future. Nonetheless, there is more
money around for the purchase of Treasury obligations, with most
sections of the list getting some of this buying. It is reported that
a significant amount of the money which was recently raised
through the sale of the Ford stock has been and will continue to
be finding its way into near-term as well as somewhat more ex¬
tended maturities of Government obligations, Likewise, some of,
the funds realized from the sale of tax-free obligations are also
being invested in short-term Government issues. This demand for

short-term issues is considered to be the main reason for the low¬
ering of the bankers' acceptance rate.

The intermediate and longer-term Government obligations
Vhave also been in demand, with the smaller banks and pension
funds still the important buyers of these securities. " j

Improved Market Tone 1
A better feeling has made itself felt in the money markets,

particularly in the form of improved quotations for Government
obligations. Since the start of the year, more attention has been
given to Treasury issues, with nearly all maturities sharing in the
improved tone which has been in evidence. The sharp decline in
the equity market has not been unfavorable to sentiment in the"
bond market. The market for practically all Government issues is'
still thin and it does not take much buying to have a rather
marked influence upon the prices of these securities. This buying,
along with some minor position building by dealers

, and traders,
has tended to bring about higher prices for most Government
obligations. /=77-'777^/7;^7'-7'V;i7' • '"7:7,7,; 7: ' . v '* " ?'■!/'■''' , 77:' 7: V'

The policies of the monetary authorities still show no diver-;
gence from the path which has been followed in the past, and there
is not likely to be any important changes until more is known
about the trend of economic conditions, ' To be sure, there are indi¬
cations that certain segments of the business pattern have slowed
down, or are losing some of their momentum, but it is believed
that more evidence about the future trend of these forces will have
to be available before there is likely to be a major change in
monetary policies.

: ; ; • '
. ;7

Change in Credit Policy Possible
However, if the boom has gone past its peak, and there appears

to be many money market specialists who hold to this belief, there
is quite likely to be not only less tightness in the Government
market but also some ease would not be an unexpected develop-,
ment. The passing of boom conditions as far as the money markets
are concerned should mean that the very large demand for loan¬
able funds would abate somewhat, so that the very tight money
conditions would give way to less stringent ones. It is the opinion
of not a few money market followers that, the interest rate pattern
has now entered a kind of a plateau, with more of a tendency
toward ease than further tightening. ? •

A Very Thin Market
The Government market has been and still is a thin affair,

and barring unforeseen developments, such as tighter money con¬
ditions, it is not going to be easy to buy sizable amounts of selected
issues without having a rather marked effect upon the quotations
of these obligations. Liquidation of Government securities has
been going on for quite a while, and even though prices have
moved down, large amounts of these issues have been absorbed by
those that are not inclined to let them out with the early flushes

of rising quotations. Dealers and traders, according to reports, dp
not have enough in the way of positions to be important factors in
the demand which might develop for these obligations.; Therefore,
is is believed that, when less restraining conditions do come about
in the money markets, a much improved tone is to be expected in
most issues of Government securities.

"Discount" Bonds Going Well v
As has been the case in the past fortnight, the buying in the

more distant Government obligations is coming mainly from the
smaller banks. It is evident that these institutions are continuing
to put funds to work in the discount issues, with most of the
longer 2V2s sharing in this buying. There are also reports that the
3s, and to a lesser extent the 3%s, are being sold, with the pro¬
ceeds being invested in the 2V2% bonds. Private pension funds,
according to advices, are now making some commitments in the

2V2% bonds.
, 7 7 '

Commercial Credit

35/g% Notes Sold
The public offering of $75,000,-

000 3%% notes due Feb. 1, 1976,
of Commercial Credit Co., which
was made 'on Jan. 20 at 100% and
accrued interest by a group of
underwriters,, headed by The First
Boston Corp. and Kidder, Pea-
body & Co., was quickly over¬
subscribed and the books closed.
These notes will constitute a part
of the superior indebtedness of
the Commercial Credit Co.
The net proceeds from the fi¬

nancing will be added to the com¬

pany's working capital to finance
an increased volume of business.
The company's volume of finance
business is at an all-time high

both as to receivables held and
earnings, and net receivables held
amount to over $1 billion.
Commercial Credit Co. is one of

the three largest installment fi¬
nance companies in the country,
and, in addition, is engaged in fire,
theft, and credit insurance and
certain diversified manufacturing
operations.
Other members of the under¬

writing group include: Goldman,
Sachs & Co.; Stone & Webster Se¬
curities Corp.; Blyth & Co., Inc.;
Eastman, Dillon & Co.; Harriman
Ripley & Co. Inc.; Lazard Freres
& Co.; Merrill Lynch, Pierce, Fen-
ner & Beane; Salomon' Bros. &
Hutzler; Smith, Barney & Co.;
Union Securities Corp.; White,
Weld & Co.; and Robert Garrett
M Sons.! ; ' ' 7 - :

> / 1 . r * ' ' ■ 1 *
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Continued from page 21

Minimum Wage Law
Haims Real Growth

dustry. What a minimum wage workweek to 35 hours, perhaps If so, he must pay the state mini-
law does is to set, arbitrarily, a eventually to 30 hours. This may mum.
certain level below which wages seem a bit Utopian so long as the Of course, all this applies only
may not be paid. This level may 44- and 48-hour workweek is as until March. Beginning then, the
be higher than current produc- widely used in distribution as it minimum goes to $1 an hour and
tivity and, therefore, result in is. If they could succeed in fore- $1.50 for hours over 40 in a week,
barring those workers from jobs, ing the distribution industry into Unless he has a government
The irony of the matter is that, a 40-hour pattern, the outlook for contract. If he does, he paid a
if no minimum wage had been a statutory 35 hours would im- minimum wage in the paper bag

*?ains that they would not other- been extended to retail employees posed, rising productivity would prove considerably. industry of 75c an hour— until
wise have had. fully as fast as to manufacturing have brought them up to that These overtime provisions of Dec. 5, 1955. At that time, he be-
A simple way of demonstrating employees and others throughout level anyway within a few years, the Fair Labor Standards Act, if gan paying 99c an hour under the

this fact is to point out that wages our history. " The arbitrary level which the applied to retail and service estab- Walsh-Healey Act—until March 1,
in industries covered by the law it would seem, on the basis of all minimum wage sets is applied lishments, couldJ>e very costly 1956. Then the $1 minimum un-
have increased no faster than this evidence,that retail employees nation-wide despite tremendous an<* disruptive. The present law der the Fair Labor Standards Act^ * *"

regional variations in wage rates re(luires time-and-a-half after 40 will take precedence—except for
and variations from community hours of work per week. In a large time-and-a-half after eight hours

section of the retail and service a day (as well as 40 hours a

industry, 44- or 48-hour work- week) — provided his contract is
weeks are standard practice. 'for $10,000 or more. ' -

The only way to avoid this sub- He can forget all the Walsh-
stantial overtime cost would be Healey regulations if his product

wages in industries exempt from have no need to be "protected
the law. by any national legislation. The
From 1939 to 1950, wages in dynamic operations of a competi-

manufacturing (mostly covered) tive enterprise economy and1 labor
rose 121%. Wages in retail trade mobility are the best possible as-
(mostly exempt from the law) surance of real long-term risis in
rose 117%—or almost exactly the living standards for them as for increase in wages, which coverage

to community.

Indirect Wage Increases

It shoud be ecphasized that the

kame in this 11-year period. From the rest of the economy. It would would bring about, would, by no to completely revise present work is one that- "may- usually be
_ " , _ ___ • ,. i,. . .1 , n- 1 . .1, • onHorliilao Tn manir Qrpac thic Knucrht in

1950 to the present, wages in therefore seem that there is no means, be confined to the m-
onanufacturing and retail trade real reason why we should cover creases required by law. The in-
have exactly kept pace with each retail employees under the wage- direct effect of" pressure to pre-
other, each showing a gain of 30% hour law. serve previously existing differ-
The law is designed not only to entials above the minimum would

raise wages, but to reduce hours Why Not Remove the Retail and force wages up all, along the line.
- -- Service Exemption?

w v v r — . ■ There was much discussion of
But1S there any reasomwhy we j^is indirect effect of minimum

schedules. In many areas, this bought in- the open market." If
would mean much disruption. this is. the case with his paper

. bags, he is exempt from the min-
Recordkeeping Costs imumwage requirements—unless

The required regulations in the government purchaser decides
bookkeeping would obviously to advertise for bids anyway. If
have a drastic "nuisance" impact, he does, then he pays 99c an hour,
on retail and service businesses. The retailer has,, thus far, beenworked. Yet, from 1939 to 1950,

SrlngTcreLetTby more than shouTdnot cover retail and service i'ESiSWs de- But notice that this is mentioned &Wy well isolated from all these
*7%, while in retail trade they fell employees? If they would g 8 ■ - - - hm ** an enanimir effect. - ramification* and social nrovi-
off'by more than 5%. From 1950 little from being "pro tec

eain ; . • • • • £ nere as an economic eneci.
. g^Y„ bate on raising the minimum for „ , .. re2ulations ofted' covered industries. One of the Under _«ie regulations ot

ramifications; and special provl-
the sions of minimum wage fixing.

to 1955, hours in manufacturing would they lose anything from Conclusions that was accented on wage and Hour Divisior\ 17 The pressure to remove or modify
. • -i a. z u u9 r^r- umnlrl COnClUSlOnS I at W a p nmto ronnrrlc mnct hp kpnt for hie ovomnfinn thrfatpnc tn rfpctrnv

rose and in retail trade they 1 ell. being protected? Oi would the sides was that the indirect
It would seem, then, that the economy, as a whole, lose any- e££ec£ js greatest when the direct

denial of "protection" to retail thing? effect is greatest. That is, where
employees has not denied them xo know this, we have to ask: you have a great many workers
anything in the way of increased what would happen if the wage- earning close to a new minimum,
wages or shortened hours. _ hour law was extended to retail you fjn(j terrific upward pressure
A determined effort, it is pre- and service employees? on wages just above the minimum,

What this law would do would a matter which we tried to meas-
be to state, in effect, that no ure in our "Economics of Mini-
operator of a retail establishment mum Wage Legislation" (1955).

dieted, will be made in this ses¬
sion of Congress to remove the
exemption of retail and service
establishments from the Fair La-

arate records must be kept for his exemption threatens to destroy
each employee for three years, that splendid isolation.
Seven other sets of records must • The Wage-Hour Administrator
be preserved two years. There has held hearings on another phase
are additional requirements as to of the Act—the salary require-
how these records must be kept, ments under the; exemption for,
And, in the language of the executive, administrative and

regulations, "each employer is professional 'employees. He has
liable for extension, recomputa- before him certain proposals for
tion, or transcription necessary in raising these salary requirements
making these reports; any reports to levels which would materially

boF Standards Act. In his State of Pjf■b** iS °^Yi?rS l*n concerning these records must be complicate his enforcement prob-
the Union message, on Jan. 5, the a hp rannnt iPt thPm service establishments, the direct furnished on request from the lems and the compliance problems$1) Per hour. He cannot let them effect of coverage on wages below Administrator or his representa- of some members of the N. R. D.
President stated: work more than 40 hours a week, the minimum would be rather

We must also carry tor- unless he is willing to pay them substantial. Therefore, it is also
as much for those

What would be the effect of
these requirements?

clear that the indirect effect would
be very great.
This indirect effect is no idle

tive" The regulations do not G. A. Perhaps the excellent state-
bother to add that the bill for all ment which you submitted to him
these services must be footed by a few weeks ago, along with
the employer, and probably added others, will help to reduce further

. . to the cost of his product. If meddling. ;
speculation Three major unions retailers were covered, a host of We see, tnen, that if the wage-
are currently basing demands for bureaucrats with their rule books hour law was extended to retail
wage increases explicitly on the and their myopic view of life establishments, we could expect

would descend upon you. several things to happen—direct
It is doubtful if many retail and wage increases, indirect wage in-

service establishments are aware creases, overtime worries, study

jub wuiwi snuufu w . . . , , „ ... of the tremendous time and cost 0f complicated rules and compli-
studied in considering the merits minimum was imposed, and would "correction of wage inequities re- which compliance with the law . ance and tremendous and costly
of Proposals to extend coverage? !,ave-a" especially drastic impact suiting from' the new minimum and these bookkeeping : require- recordkeeping chores. How wouldot proposals to exie in portions of the south and in wage increase ments would entail. the industry adjust to this?

Why Remove the Retail and some other isolated areas through- The United Textile workers, for The Labor Department has been
' ! Service Exemption? out the country. Some idea of example, will press for a' "pro- investigating business establish-
Thelneical first ouestion to ask ^ ™pact can be gained by look- portionate" wage boost next March ments under the Fair Laborine logical mst quesuon xo ask mg a± gureau 0f Labor Statistics as a necessarv sten to maintain o+—a—a„ a

ward the job of inmproving the half again

wage-hour law. Last year I re- hours,
guested the Congress to broaden
the coverage of the minimum
wage. I repeat that recommenda¬
tion, and I pledge the full re¬
sources of the executive branch to
assist the Congress in finding ways
to attain this goal..."
What are some of the economic

considerations which should be

Direct Wage Increases

For some stores, a substantial pending March 1 increase in the
increase in wage rates would be minimum to $1. In these unions,
required. This would be true even prevailing wage rates are not be-
if a rate somewhat below the $1 low $1, but the demands seek

Price Pressures

We could certainly expect some
upward pressure on prices. Price

hp whv povpr retail and 7-*° ^ Standards Act at the rate of aboutwould be, wny cover reran ana Lgurgg on aVerage hourly earn- the differential between the mini-
service employees.; Presumably - -

apart fiom vote catching, the rea exempt fields. contracts. In this way, "wages Department regularly finds about as a direct result of the prospec-

cprvirp pmnlovees^ Presumably rir"*v —— —* 30,000 or 40,000 establishments per increases are already being ex-
.!S°T« of 4,16 Presently mum wage pay scales m its year. In these investigations, the perienced in covered industries,

son would be to improve their For general merchandise stores, will be brought into line without 5m&""eachvear"'?aiUnk ^to ^^ tive increase'^to' si'even^'thoufih
WirnkXCr0"Swe should ex- 1954 discrimination of any wprker who ^ ^th ^daw'orhhe com-In otner words, we snou a e were n 15 Bnt thls 1S an nvPmno nnw vppp,vp« mnrP th.n si an plicated regulations issued under into effect. In fact, a recent story

it. For retailers and service en- ]n "Business Week," predicting
$1

... , . were $1.15. But this is an average now receives' more than
pect that wages in retail estab- for all employees. Therefore, it hour;" it ror retailers ana service en- in "Rn«?ine«?<? week" nreaietina
lishments will not keep pace with is safe to assume that a enn«?ir!er- . mmilarlv thn Tnfprnatinnal I • retailers ana service en in business weeK, preaicting
M;n, in waaes in manufacturing mat a consider b 1 m 11 a r I y, tne international terpnses, compliance with the price rises with the new year, put
unless the protection of the mini- a piopoition earn below $1 an Ladies Garment Workers Union r»nri rppniatinne is miirh o moinr nort nf fhp mamp nn thpi has started a drive to raise union

For department stores and gen- rates to counteract the squeeze
erall mail-order houses, a group which the higher minimum wage
which would be covered by cer- puts on. The booth and shoe
tain proposals for modified ex- workers went out on strike in the
emptions, the average is $1.29,
again, indicating that there would

St. Louis area over

"correction of wage

rules and- regulations is much a major part of the blame on the
more defficult than in many other impending " minimum wage in¬
cases. crease. In many sections of the
If retail and service businesses south, a large part of the labor

were covered, the Department force would be directly affected
demands for would be confronted with a tre- by the higher minimum.
in equities

mum wage law is extended to re-
v tail- employees. We would also
expect that hours worked per
week would rise—or not fall as
-fast—as hours worked by manu¬

facturing employees.
, * ;

In this connection, it is interest- ke employees below $1.
ing.1° note a rerenf;sUidy bythe , ;For hotels (year %ound)
National Bureau of Economic Re- civeraQe hourlv parninffs in 10^4. thinac - . —-— —. ^ . .

search' organlzatfon^ ^his^'study Pressure will exist whether Proportion to the increased cover-
P^»mi8lra^"efr* industry- excePt that i4 includes Bufto^lfe extent thatlretail°estab: Whenever the government gets south wUl.^for jexamplpe^siuggest

Harold Barger, Princeton Univer

Goods

mendous increase in the number and materials produced in the
of establishments covered by the south flow through a nation-wide

the Smnlfrt^P» ^thnr law- Thus the enforcement prob- market, so a wage and price boost
io*f S; ■ wage:\ amonS other lem would be increased all out of there will also put pressure on

1869" bv in<Justry, except that it includes But to the extent that retail estab- . a rise in the nrice of clothing.
TTniwor oniy money payments. Additional lishments are organized—even if inf° business.of setting wages, : w . ;

it Pre„, traces waaes hours Value o£ board' r00m' uni£orms a" the employees organized are medium or otherwise, you are Ever since the law was
SS many other factorfIn disTr" ?bove_ the proposed minimum ' *
extremely0npert^nent Conclusions the mini"Ju"1 wa§e requirements rates will be strenuous.
were drawn. First, the rate of in- ^FoiM^imdries average hnnrl PerhaPs it is significant that ther or laundries, average hourly apparel manufacturers' unions are

in computation of the rate under the upward pressure in wage

bound to run into these problems in July, these price rises have
which don't come up under a free been trickling in. Industries from
market system. These problems
are the mark of a bureaucracy..

Consider, for example, a paper

costume jewelry and lumber to
hosiery and almost all lines of
textiles are reported to be raising
prices to absorb the new mini¬

on nmHiiptinn indnctri^c; dpp. "'f f""", mc ii5wic was iur a SHOng SiailO Dy Hie AfJj- IlUIie JUBl WXiai IIUIUIUUIH wage mum. • ,
ond hours worked oer week have ^2' • CIO combine on expanding cover- applies to him. Right now, it In the debate on minimum wage

mnrp raTidlv in ^distribu! ,uT.hf''e ls every reason to expect age to groups presently exempt, woud be 75c under the Fair La- legislation last year, the potential
h™ " th. »E, that these wages will rise anyway The union members are covered bor Standards Act—unless his em- price effects on many industries

in the next few years. Responsible themselves. However, they know ployees work over 40 hours a were easily disregarded by those
employers like to pay good wages that if wages are raised in un- week. When they do, he pays who advocated the increase. The
because they know they get good covered fields, they will have new time-and-a-half for overtime reason was that most of these in-
employees and good work that justification for seeking wage in- ($1.12* an hour—unless he has dustries were several steps re-

"re rreCtlY°et7n m9 forcedTy ^ e0ntraCtS' ^ £r°m ^
SsworkedwereaTmost ide®: "aTewage" f°r empIoyees to p. °vertime bor Department has a special sub-
a|c~i raise wages. Perhaps there is another reason minimum rate—unless his paper

. However, the level of wages is to expect unions to press for ex- bags sell entirely within one state.

enrettv muc^keot^ac" vldth^ages eai,m!?g.s we[e $l- Por cleaning reported to be actively pushing bag manufacturer trying to deter-
?n thP Production industries. Sec- |^gdying plants' the flgure was for 'a strong stand by the AFL- mine just what minimum wage

. CIO combine on expanding cover- applies to him. Right now, it
There is every reason to expect

_ w 4Vinf 4V\/\C/\ 211 —i

tion than they have in the other
fields. According to the National
Bureau study, hours worked in
4869 in distribution exceeded
hours worked in commodity pro-

In other words thp trpmpndnnc t L vvagca IB lo expect unions to press iur ex- oags sen eiuueiy wiuuu one atd
gains in real income and the in- ?l ed by .the output per worker panded coverage of the wage-hour In that case, he doesn't have
crposina nrivilpt/pc nf 1p.'«uvo Ko " an industry—even in a particu- law. One of the long-term goals minimum wage at allc easing privileges of leisure have iar establishment within an in- of the AFL-CIO is to reduce the state has a law which

sumer. The public interest side
of price increases was not clear-
cut. It seemed to be largely an
"industry question." This means
that the retail and service indus-

unless the tries will have one great advan-
covers him. tage in presenting their case to
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Congress and others — in that
price increases at the retail level
would directly and immediately
hit the consumer. These will not
be so easy to ignore.

Disemployment
It may be that competition will

prevent the entire cost of a higher
minimum from being passed on
to consumers. If this is the case,
we would expect to find much
curtailing of supplementary serv¬
ices provided by retail and service
establishments. Not unlikely, a
considerable curtailment in em¬

ployment of part-time workers,
older workers and others could
occur.

Many workers who qualify for
employment at a free market rate
might not automatically qualify
at a legislated minimum wage
rate. How many of these low-
wage earners would simply be
barred from jobs by Act of Con¬
gress? It is never possible to pre¬
dict exactly how many in advance.
Some observers haye suggested

that even if retail establishments
were entirely covered by the Act,
there would be' no decrease in
total employment. The reasoning
is this—that the problem of en¬
forcing the wage-hour law in re-,
tail establishments would, be .so
great that the government would
need to hire1 so many more regu¬
lators and inspectors that it could
absorb all the displaced retail
employees. They could all become
bureaucrats!

Reduced Service to Consumers

One way or another, the prin¬
cipal result of extending coverage
to retail and service establish¬
ments would almost certainly be
reduced service to consumers,
either t h r o u g h , higher prices,
through less *s p ecial services,
through less part-time employees,
or through more self-service.'v
One thing we can be fairly sure

would not happen if the wage-
hour law was extended to retail
and service industries. The work¬

ing conditions of employees in
these industries— assuming they
were still employed—would not
be materially imprpoved.
This brings us back to the ques¬

tion: Why should we extend the
wage and hour law to these in¬
dustries? The only sound way to
better the economic status Of low-
income groups, is the way which
has succeeded in doing just that
in the past—namely, to permit the
growth of real prosperity through
increasing output in manufactur¬
ing and increasing efficiency and
consumer service in distribution
and pacing the gains to the con¬

sumer in lower prices and im¬
proved quality. ■!' •'./ .y,,'

Bache Appoints
SYRACUSE, N. Y.—Lee K. Si¬

mon has been appointed associate
manager of the local office of
Bache & Co., members of the New
York Stock Exchange, it has been
announced. B a c h e's Syracuse
branch located in the Onondaga
Hotel, is under the management
of W. C. Finneran. h >• •

Mr. Simon graduated from Syr¬
acuse University, Class of 1950,
and later took his Master of Arts

Degree in Economics, plus gradu¬
ate work at New York University.
He was in the Army for three
years and rose from the rank of

private to First Lieutenant.

-Following several years in the
investment and financial fields in
New York, Mr. Simon is now re¬

turning to Syracuse.

To Form Corporation
As of Feb. 2 DuPasquier & Lan-

deau, Inc., will be formed with of¬
fices at 61 Broadway, New York
City. Officers of the firm, which
will be a member of the New York

Stock Exchange will be Pierre
DuPasquier, President; Serge Lan-
deau, member of the Exchange,
Vice-President and Treasurer; and
Beatrice Landeau, Secretary.

Bankand InsuranceStocks
By ARTHUR B. WALLACE-

Overemphasis on Short-Term Market Changes
Should Be Disregarded by Investors

Eventually there may be an

awakening on the part of stock
market letter writers, commenta¬
tors, and those who have the re¬

sponsibility of disseminating in¬
formation regarding securities and
investments in stocks and bonds,
that for these many, many years,

they have been overemphasizing
the day to day fluctuations in the
market. If we are ever to become

mature individuals in our attitude

toward investment in securities,
we will have to eventually stop
playing silly games with eighths
and quarters from day to day,
hour to hour, and minute to min¬
ute, in the stock market. •

Almost every evening you can
hear some pundit over your local
radio station tell you that the Dow
Jones Averages, or the Associated
Press averages, have gone up a
few points, or down a few points.
iThey tell you that Steel was up a
quarter, and that G. M. was up or
off a point, or less, or more; that
there were so many new highs
and so many new lows; that trad¬
ing volume was so-and-so; and
that the , market had a good tone,
or a weak tone; or there was sell¬
ing in the rails, or buying in the
coppers. This sort of drivel is
pumped out over the air waves
and in the financial columns (of
the press) to a mass audience, by
responsible Stock Exchange firms
or others, and they think they are
doing some good advertising. In
my opinion they are just wasting
a lot of money and confusing peo¬

ple who don't understand such
things, and who care less. INVES¬
TORS, AND POTENTIAL IN¬
VESTORS IN THIS COUNTRY,
HAVE BEEN SPOON-FED SO

MUCH OF THIS SORT OF IN-
FORMATION THAT THEY

HAVE BEEN MISEDUCATED
AND MISINFORMED. This infor¬
mation is primarily of interest to
traders—not investors!

Today only a small percentage
of the general public that can fig¬
ure two and two to make four,
are interested in short-term mar¬

ket swings. High taxes on short-
term gains, high commissions, and
the bother of handling small
trades for tax purposes has dis¬
couraged most of the smaller
traders who used to make up a

large percentage of the clients of
Stock Exchange firms. Those who
are still trading for the quick turn
are playing a foolish game with
the odds stacked against them. An
analysis of smaller trading ac¬
counts over a period of years long
enough to establish a full pattern
of an up and a down cycle will
prove this.

Yet, many firms are still ad¬
vertising and discussing the mar¬
ket from a "short-term trading"
viewpoint. They are missing 90%
of their real market and 100% of
their potential market.
Discourage your customers from

the habit of looking at the market
every day.
Advertise for investors and do

so in language they can under¬
stand. Write market letters about

investments, values, income, po¬
tential for long-term growth, not
blurbs that infer the Stock Market
is some sort of a gambling casino.
I am of the opinion that the

investment business in this coun¬

try would be a lot better off if
the newspapers did not attempt to
"analyze" market movements.
Certainly the way the press
handles intermediate swings in
the stock market is misleading
and emotionally disturbing to the

great mass of uninformed in-?

vestprs. . i.

Educate Your Customers

Don't blame your customers if,
every time they hear the radio or
read in the press that the stock
market has sold off a few points,
they , call you and in a concerned
tone of voice ask what the market

is doing. They have been misled
about the importance of market
fluctuations in securities for years
because those in the investment

business, underwriters, brokers,
dealers and financial writers have
OVEREMPHASIZED MARKET

FLUCTUATIONS, andunder-
stated the importance of the real
considerations that people should
look for in investments.

When my customers ask me
what the market is doing I often
tell them I don't know and don't
care. I tell them they have bought
their securities for long-term in¬
vestment, and the only time they
should sell any of them is when
there is something that may go

wrong, or if they have advanced
to a point where they can be re¬
placed by another investment that
offers* a better future. It isn't so

easy to break down the unsound
and unrealistic, emotional think¬
ing that has been hammered into
many people by the press, and the
so-called investment advisory or¬

ganizations, and most of the se¬
curities industry all these years.
But eventually you can control
your accounts and help them to
buy securities for investment, and
forget what the stock market is
doing from day-to-day.

I've., lived through all' these
years since 1925 in the securities
business—that takes in most of the
precrash boom, the 1929 debacle,
the depression thirties, the bull
market between mid-1934 and

September 1936, the pre world-
war I doldrums, World War II, the
aftermath that ended in the stock
market break of 1946, the slow
markets until June, 1949, Korea,
and the present bull market; and
as I write this resume from mem¬

ory it all seems like a dream. All
the daily ups and downs are now

meaningless, all the people who
got heart failure with the "downs,"
and inwardly imagined them¬
selves rich with paper profits
when we were in the "ups," just
were on an emotional jag. Those
who bought and owned sound se¬
curities that grew with the coun¬

try received their income, slept
good at night, and prosoered.
Most of the others who tried to

catch intermediate market swings

either were left far behind or had

limited results at best.

When are we going to grow up

in this business; and when are we

going to stop selling securities and
advertising them with 1929
methods? x,;i'yv./-;'

Sy Leavitt Opens
LOS ANGELES, Calif.—Sy

Leavitt is engaging in a securities
business from offices at 3482 Cab-

rille Boulevard under the firm

name of Sy Leavitt & Company.
Mr. Leavitt was previously with
California Investors.

Form Sinclair Securities
Sinclair Securities Corporation

has been formed with offices at

160 West 85th Street, New York

City, to conduct a securities busi¬
ness. Officers are Jacob Yaffe,

President and Treasurer; and

Stanley Kleckner, Secretary.

This Week—Insurance Stocks
The year 1955 in the fire-casualty insurance business got off

to a good start, and when tne dollars-and-cents data are available
it is probable that a comparatively good underwriting year will
have been rung up. The preceding year, despite the three hurri¬
canes that resulted in extended coverage losses of severe propor¬
tions, had, nevertheless, resulted in a very satisfactory industry
profit margin, thanks to the good performance of most of the
other lines of business. That result, approximately 5.5%, compared
with a five-year average of about 3.6%, and it was somewhat
better than double the ten-year average. -

Be it remembered that in general the shareholder of fire and
casualty insurance companies is taken care of by his dividend
payments out of income from investments, while the "plowback'*
to expand the business comes from the underwriting operations. '
These vary widely, of course, but any year that shows anywhere
near a §.5% profit margin (before Federal taxes) is a good year 1
in the insurance business, particularly if it has to contend with as
serious a loss as 1954 did in extended coverage. Tnis, of course,
means that the other lines of writings, particularly those in which
volume is large, turned in a very satisfactory showing.

To start 1955 the industry was in excellent condition. Surplus
was at an all-time high, due primarily to the sharply higher
market valuations on equity holdings in company portfolios, rates '
were satisfactory in most cases, and volume had been built up to
a high level. As 1955 was not a year of unduly severe loss in;
extended coverage as 1954 had been, this line will probably be
found to have been a far more favorable one than it was in that;
year, when it showed a combined loss and expense ratio of 144.8%.'

While 195§^saw several severe storms, the resulting losses ,

were principally flood damage, under which the insurance com.- ,

panies are not greatly exposed, as they do not cover the hazard of
flood damage, except as it relates to motor vehicles.

At the mid-year date, while industry results for the first half
of 1955 were eminently satisfactory, a number of the larger
multiple-line writers did not show as good an underwriting ex->

perience; and it is probable that this pattern was carried through
for the year. In the investment division of the business further
appreciation in equity markets, particularly in the higher grade
common stocks which insurance managements use for their port¬
folios, saw upward of $1 billion more added to the carrying value
of holdings, with surplus account benefiting correspondingly.

With surplus having been greatly strengthened in the past
few years, it may be that some companies will have less need
to be niggardly with their dividend disbursements. During the

> years of inflation when surplus needed considerable bolstering, a
greater proportion of investment income than usual was retained

; by most managements. With the surplus imbalance largely cor¬
rected, the stockholder would appear to have a greater demand
on investment income. Dividends have been badly skimped in
some cases.

Just on the basis of the law of averages, 1956 ought to show
favorable underwriting results. The hurricane visitations over the
past several years have in their frequency been all out of propor¬
tion historically, and it is logical to expect some pause in their
incidence. Extended coverage should now be eligible for some rate,
increases in view of the rather long poor underwriting experience.'

Credit Course On

Investment Companies
For the first time investment

companies will be the subject of
an accredited college course when
the College of the City of New
York starts its spring semester
next month. Leaders from the
investment company business will
be guest lecturers during the ses¬
sion to be held at the College's
Bernard M. Baruch School of
Business and Public Administra¬
tion.

The course will be devoted ex¬

clusively to investment companies,
a subject which up to now has
been available for study only as

part of general investment courses
offered by many colleges. The
course is under the supervision of
Dr. Harold S. Oberg, Director of
Research for the National Asso¬
ciation of Investment Companies,

who was recently appointed to the
faculty of the college.
The City College classes will be

held for two hours each Wednes¬

day evening, February 8 th-ough
May 20, and two credits will be
awarded to students who complete
the course satisfactorily.

The course will cover both open-
and closed-end investment com¬

panies, their management and in^
vestment policies, portfolio super¬
vision, and the role of share own¬
ership in family financial plan¬
ning. Taxation and regulation are
also included as topics among the
14 lectures which make up the
course. >

The new course, Economics No.
168, has been planned by Dr. Je¬
rome B. Cohen, Associate Profes¬
sor of Economics for City College,
in cooperation with the Public In¬
formation Committee of the Na¬
tional Association of Investment
Companies.
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= By GERALD D. McKEEVER E

Southern Pacific Company
The 12J/2-point decline in the price of Southern Pacific stock

from the 1955 high of 65Vs is just about an even 2V2 times the *■
percentage decline of the Dow-Jones Rail Stock Average from its * Continued from page 14
1955 top. This is a drastic decline for a stock that had reached the
previous high level very largely because of recognition of the,,,
growth character of the Southern Pacific, although no small factor
in the rise was the rather widespread expectation that the divi¬
dend, which has been at the rate of $3 annually for more than
three years, would be increased in line with the gain in earnings .

last year. ! - 0 "
It is estimated that earnings of the Transportation System

amounted to about $5.75 per share for 1955, while consolidated
earnings are similarly placed at about $3.50. It perhaps should be
explained that Transportation System earnings are the combined '
earnings of Southern Pacific Company lines and earnings of the
Texas & New Orleans, a subsidiary of Southern Pacific Company
which owns all but nine of the 646,464 shares of the Texas & New
Orleans. Consolidated earnings, on the other hand, include those
of the Northwestern Pacific, Pacific Electric Ry. and other wholly-
owned lines not considered as "system" lines.

When it turned out that only the regular dividend was de¬
clared for the fourth quarter of last year, "disappointed" selling
came into evidence, and the decline was also undoubtedly accen¬
tuated by a certain amount of tax selling. More recently the
market action of "Sopac" may have been affected by the road's
December flood loss which added some $31/2 million to operating
expense in addition to a $1.5 million loss of revenues, but mostly
the recent action of the stock has been in sympathy with the
general backwardness of the market, and despite the more drastic
decline of "Sopac" itself. In view of the 5.7% yield on this stock
at the current level of about 52l/z, a reappraisal would seem to be >
in order.

The Southern Pacific is basically a growth road, serving the
thriving Pacific Coast and the dynamically growing Southwest.
The interesting point, however, is that the growth of the Southern
Pacific has not only exceeded that of the Class I rail total, which
is no more than would be expected, but it has topped even the
roads in the Central Western District itself. This is shown by the
following table of indices based on the 1947-49 average as 100:

Southern Cent. West. Class I
Pacific District Total-

case of the 100% controlled and leased Central Pacific, but there
is some doubt as to the Texas & New Orleans because of domicile.

The Southern Pacific is a higher cost operation than most of
the Western roads, but some further improvement^nay come as
dleselization progresses; -Based on-train mileag&i'dieselization
increased from 66.3% in 1953 to 82% in 1954 for |jr£ight service,
from 55.9% to 75.5% for passenger service and froij&75.9% to 82%
lor yard service. Later corresponding figures are ® at hand, but
it is reported* that the road's capital expendilure^ftotalled $117
million in 1955.

■ ■'UJs

Reasons for Confidence
In the Business ffatlook

Revenues—1954 114, '112 ' 104
Ton Miles—1954 111 101 91

While the evident growth character has been mostly confined
to its rail operations, the still mostly unproven potentialities of its
"outlying" land holdings have been no small source of attraction
to the longer terra investor. At the close of 1954, Sopac owned
4,036,776 acres and also retained and owned the gas, oil and
mineral rights in another 1,203,474 acres representing mostly land
that had been previously sold subject to these rights. Income from
outlying lands was $5,011,470 in 1954, of which $2,731,023 was from
oil and gas rentals and royalties and the balance was from timber
stumpage sales, agricultural and grazing leases and mining leases.
It is the road's policy to hold these lands for continuing income
and development, and along the latter lines, an 8-year program •

for mineral exploration was initiated in January of last year.
The Southern Pacific Transportation System, comprising 12,-

405 miles of road, stands second in the Uv S. as to road mileage
and third as to revenues. Although four routes of the System
have been named, viz., Shasta, Overland, Sunset and Golden State,
there is actually a fifth composed of the unnamed and unglamor-
"ized, -but exceedingly important section, the coastal lines, extend¬
ing from Eureka and San Francisco to Los Angeles, as well as the
line from Sacramento to Los Angeles.

The Shasta Route comprises part of the lines from Portland at
the northern border of Oregon to Sacramento, of which the Oregon
Lines form a part. This route originates lumber traffic in which
-•the Southern Pacific is at the top. The Overland Route, con¬

sisting mostly of the 100% controlled Central Pacific, extends from
-San Francisco via Sacramento to Ogden, Utah, where it connects
•vith the Union Pacific. The Sunset Route is the longest haul,
extending from Los ' Angeles, or from San Francisco via Los
Angeles, Yuma, Ariz.; El Paso and Galveston to New Orleans, and
•the Golden State Route takes off from the Sunset at El Paso and
extends to Tucumcari, New Mexico, where it connects with the
Rock Island through to Chicago and Memphis. Thus, in- addition
to its heavy density operations on the Coast, the Sopac is a "triple"
-tnreat transcontinental segment. ; : . '

The road's most recent smart move has been the construction
of a $34 million pipeline from Los Angeles to El Paso to carry
petroleum products eastward from the Los Angeles refinery area
and from the El Paso refinery area westward into the Tucson and
Phoenix consumer areas. This is not that the road is going into
-competition with itself since the pipeline, the most economical
long distance transportation vehicle, was in the cards anyway. By
musing its own right of way for the most part, the road can make

• the pipeline a particularly low cost operation and hold profitable
'business which it would otherwise stand to lose. Ostensibly, the
'pipeline, which is understood to have gone into operation early
this month, was financed internally, but it is noted that the South¬
ern Pacific has received ICC permission to sell to its contributory
retirement fund $22.2 million 3%% debentures to reimburse the
road's treasury for capital expenditures.

This pipeline may seem to add complexity to an already com¬
plex system made up so largely of controlled and leased lines.
.However, steps have been taken toward simplification of the sys¬
tem's makeup, and last July ICC approval was given to the parent
Southern Pacific Company to merge with the Southern Pacific
RR., El Paso & Southwestern, El Paso & Rock Island, Arizona
Eastern and Dawson Ry. Co., all 100% controlled leased roads. It
is conceivable that a similar move may some day be made in the

more aggravated in 1956. It is
working its way toward becoming
a political problem as well as an
economic problem. We see the
same sort of situation clearly in
the farming industry now. The
large, fully mechanized farm is
doing pretty well even with to¬
day's low level cf farm product
prices, while the situation of the
small traditional farmer#has be¬
come one of our toughest political
problems. It is a most difficult
problem to deal with politically
in whatever part of the economy
it develops, and I think it will
gradually become more pro¬
nounced in the fields of manu¬

facturing and trade.

Consumer Debt-Spending

Concerning the third funda¬
mental requisite for a continuing
prosperity at c u r rent levels,
namely, consumer spending, there
are two areas of doubt in my
mind for 1956. One concerns per¬

sonal instalment debt and the
other deals with the continuation
of nearly all-out spending of in¬
come on the part of workers. In
appraising this segment of the
economy for 1956,prudence
nudges me to be conservative.
Consuniers will not spend quite
as freely in 1956. I think the
makers of goods will use even
more advertising to try to con¬
vince the buying public that they
should be dissatisfied with what
they now have and ■ buy new
things.
Instalment debt is the total of

consumer debt, maturing usually
within one to three years, and a
real estate mortgage debt that
runs for a much longer period. At
the end of 1945 these totaled $21
billion. Now they are $111 billion,
a five-fold increase. The increase
in 1955 was the greatest in the
10-year period. I cannot say that
this debt is too high, certainly
not from the standpoint of safety
to the lender. But it has incVeased
sharply. Consumers have been
going into debt in order to expand
their purchases, especially of du¬
rable goods. By going into debt
they spent part of the income they
will receive in the future. I be¬
lieve it is plain that the current
rate of increase in instalment
credit cannot continue. Since I
think the increase in 1956 will be

considerably less than it was in
1955, purchases dependent on a

disproportionate growth in debt
will be eliminated, as it is the
difference between new loans
made and repayments that makes
an addition to net purchasing
power.

Auto Market Saturated?

Consumers, feeling confident of
the future, have been buying
heavily. For some kinds of con¬
sumers' durable goods, for exam¬
ple automobiles, I believe the
market is at least close to the

point of being temporarily satu¬
rated in the sense that capacity
output cannot be easily absorbed.
These goods are subject to a wide
variation in demand, and since
they last for a comparatively long
time, purchases are postponable.
Because of the lack of buying

power during the big depression
and the virtual stoppage of pro¬

duction of these goods during

World War Habere has been a

huge pent-up denfiancl for durable
goods. Most shortages of those
tufo earlier periods have been
made up. Purchases now are
nearly all the Result of current
demand suppor|cS/; by high in¬
come. -

The rise in personal spendable
income in the Lajst" 12 montis has
been 7% or abOja-t $18 billion. It
would seem that this trend would
insure a good .demand for con¬
sumer goods next year. It will.
But it doesn't megn that so many
consumers wil£continue the all-
out type of spending they have
been doing. As -families move up¬
ward from one income class to a

higher one, they will not all auto¬
matically continue their spending
habits. Some will save more,
others will use fpjarger percent¬
age of the increased income to pay¬
off debts. I think more of that will
be done in 1956 than was done in
1955.

Such decisions depend a little
on the age of the particular work¬
er. The young ones spend freely,
while tve older ones are more

conservative.

In this regard, the composition
by age groups of our population
is interesting. During the depres¬
sion of the lSWs] the birth rate
dropped sharply to about one-
half of what if was in the 1920s.
The-'young people now reaching
working age ^were born in the
1930s and .thjere are relatively
few cf them. The average age of
workers is tending to increase,
and that is one reason why con¬
sumers may not spend as liberally
as t'*. ey did in recent years. C aun-
tering this trend toward a little
more caution in spending, on t~e
part of wage earners, is an al¬
most certain reduction in personal
income taxes in 1956. Both politi¬
cal parties now seem to be agreed
on some reduction.

Government Spending

Along with business expendi¬
tures and consumer expenditures,
government spending must be
added to make up the tctaL
Federal Government expendi-

tures have been stable at about

$45 billion during the past year.
It appears now that they will re¬
main at about that level through
1956. State and local governments
will probably continue the trend
of increasing expenditures. If that
trend continues they will spend
about $32 billion in 1956 as com¬

pared with about $30 billion in
1955. Total government expendi¬
tures are likely to be about 3%
higher in 1955. Their over-all in¬
fluence will be one of stability.

Prosperity and Psychology
An appraisal of the basic fun¬

damentals of t':is prosperity shows
them to be sound^ and in good
balance. BusiiHIiP should con¬

tinue to be vao&igood in 1956.
Comparing an estimate for 1956
with 1955, the aTwmportant busi¬
ness spending will be larger, per¬
haps 7% larger. The income of
consumers will be larger but they
will not spend as freely, and
especially they will borrow less
money to spend than they did in
1955. Business competition will
become more keen, and profit
maroinc unll narrmx; u littlp

All these conditions taken in 7
combination mean that 1956 will
be as good a year as 1955 and -

probably a little better. But one ^
most important ingredient hasn't;
been mentioned. That is, much
depends on the continuation of a
confident attitude in the minds of
consumers and businessmen. On*
this really depends whether the
trend will continue as it has been,
rise faster, or turn down.
It was earlier mentioned that

the trend of prices and the in- •

terest rate structure could have '

an important influence on the 5
business pattern.
.' Prices on the whole have been

quite stable now for about four
years. Farm prices have been in
a definite downtrend. Rents have
been rising, but the cost of living
has been quite steady. From time
to time we hear that inflation is 1
still a definite threat. We hear -

that from official government
sources. i .

Monetary Balance

There is a growing body of
opinion in this country that this .

prosperity can end only in one of
two ways. The first one is that
business is now so good that there
is a real danger of overconfidence
developing that could readily lead
to a super-boom period with]
sharply rising prices, shortages,
and inventory speculation. That
development could only lead to a .

breakdown and depression. The
second way is to have a decline of
size in the money supply, which
is generally considered to be the
total of money in circulation and
demand deposits in banks. A siz-1
able decline in the money supply
obviously brings on forced defla¬
tion. The official viewpoint is
that if both of these developments
can be avoided, this prosperity
can last a long time.
The Federal monetary authori-V

ties have the task of avoiding
both of these conditions. Their

monetary moves should be
watched closely by all business¬
men, and by consumers also. They
have a very difficult job. Certa'n^
skills and techniques have to be
developed, and occasionally they
make a slip in that line as trny
did in the early Spring of 1953.
Eut the main thing that makes.
their job so difficult is that tney,
too, have to guess about the con¬
tinuation of the mental attitude
of businessmen and consumers.

"Prosperity Without Inflation"
The Federal Reserve Board and

the Treasury together determine
monetary policy. Through its
operations the Federal Reserve
Board can influence both the cost
and the availability of bank loans
to customers of banks. Through
debt management the Treasury,
working in coordinatnn wit 1 t~e
Federal Reserve Board's credit

policy, can also affect toe cost of
money and the flow of credit.
They, particularly the Federal :
Reserve Board, are charged with
the responsibility of carrying out
a policy that will make for full
employment with stable prices.!"
That means prosperity without
inflation. A basic part of their
policy is that their operations are
flexible. If business is rising at
a high level and threatening in-
f 1 at i o n, they will make the
amount of loanable money at
banks more scarce and more cost¬
ly. But if they think business is
going to decline noticeably, they
will reverse their operations ani
encourage bank customers to bor¬
row."-

These monetary operations are
a delicate mechanism with de¬
layed action. Major monetary
moves seem to have an effect
on the economy some six to nine
months later. Money borrowed by
a business concern from a bank
usually does not affect the eco¬
nomic stream for several months.
Since the early part of 1955, the

Federal Reserve Board has grad- 1

ually developed a policy toward
restricting the use of bank credA.
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It was really a neutral policy at'

the start of the year. As the year
progressed, several moves were

made toward making credit less
plentiful. In recent weeks, the
banks of the country have really
begun to feel the effect of this
action. This does not affect all
customers of banks alike. It is
the marginal borrower that gets
-left out; the one that is not a

prime risk.• : ■ •

This monetary policy, and the
way it is carried out in the next
few months, can have a very pro¬
nounced effect on the level of
business in 1956. The money man¬

agers may play the decisive role *
• in shaping the trend of business
activity. ' *. "

Warning on Credit Policy
I believe a continuation of the

■.policy of making money tighter "i
from this point on would prove
.to be unwise. Enough has been;

, .done toward making money dif¬
ficult to borrow and raising its
cost to avoid any general rise in
prices that could be called infla¬
tionary. If further moves are

<'made in tightening money IWould -

expect a down-turn in business in
the second half cf 1956 that.might
not be easy to stop.
The record of the money man¬

agers, on the whole/has been very
good in recent years. It is a most -

difficult job since they have to
"deal, in part, in intangibles. We
all hope their good record holds
.out for a long time. They are fac¬
ing up to the challenge of keeping *
our country prosperous with the
initiative and virility of private
enterprise in the driver's seat,

- and with the benefits spread over
the whole of the population.
Eecause it is a custom at this

annual meeting, I will venture
some purely personal estimates
about business in 1956.

Predictions

. • The production of all goods and:
. services, which were about $386
billion for 1955, will increase
*about 4% to around $400 billion-
. in 1956. The several major sec-'
tions of the economy are in good
(balance and business should stay
at a high level. Any decided
change in the trend to downward
must come from an unexpected'

i shock that would sharply upset
. confidence,:: or from a monetary
i policy that makes money so tight
as to * be practically unavailable

'

to new borrowers. '

Construction will make a new
• high in 1956 for the tenth succes¬

sive year. Residential construc¬
tion will be down about 6%, which
is a rather modest decline from
the record level of this year. All
business construction will increase

. about 7%, and the total of Fed-
•

eral, state, and local government
construction will increase about

5%.

Personal income of all indi¬

viduals is estimated to rise about

4% over the level of 1955.

Consumer prices, or the cost of
living, will remain about un¬

changed. There will be no fears
cf inflation on the part of con¬

sumers.- -

Both business purchases and
government purchases will be
higher in 1956, but total con¬

sumer purchases will do well to

duplicate the level of 1955. Both
consumer and business inventories
will increase some and be con¬

sidered "on the high side" before
the end of 1956.

Gen. Inv. Corp. of Ariz.
PHOENIX, Ariz.— General In¬

vestment Corporation of Arizona
has been formed with offices in
the Security Building to engage
in a securities business. Officers
are Paul H. Primock, President;
John C. Funk, Vice-President; Al¬
bert C. Funk, Secretary-Treasurer,
and Charles H. Burton, Assistant
Secretary-Treasurer.

Continued from first page t .

As We See It
... 'a -

k ; • ■ • 1 >,

receipts and expenditures" is better than one unbalanced
at this level of taxes, to be sure, but what we need, and
what we must have if we are to continue our course along
the route laid out by American tradition and American
experience, is a'budget balanced at a reasonable level of
receipts and expenditures. Indeed, we must have such a

budget which shows a substantial surplus year after year
if our national finances are to be restored to soundness.

The proper relation between intake and outgo is, of course,
of vital importance, but it is certainly not the only con¬
sideration. It is quite possible to conceive of the country
going over into a socialistic state with a balanced budget
all the way. The volume of public expenditures or receipts
is a rough measure of the degree in which Government is
reaching out unduly into the private affairs and lives of
the people. A budget of the size now proposed by the
President is certainly not likely to allay fears on this score.

Less Enthusiastic

On several'other counts, too; we find ourselves much
less enthusiastic than the President. It is evident through-
| out this document, as it is in general, that the technique
of preparing budgets which do not fully disclose what is
going on in the field of government finances is being more
and more perfected and more and more practiced. For this,
perhaps, the business community itself is in part to blame.
It has, for example, become popular to make much of the
so-called cash budget at the expense of accounts which
tell a more comprehensive story about what is going on in
Washington. r.'These statements which take into account
only receipts-iof cash from and payments of cash to the
general publi<$ are often said to be the best measure of the
impact of governmental operations upon the economy—as
if it made difference what commitments were being
made for the "future.

, This general attitude on the part of the public encour¬

ages a good deal that otherwise might be avoided to the
inestimable advantage of us all. Continuing appropria¬
tions we have always had with us, although they had
never been so extensively used (or should we say abused)
prior to the time the New" Deal arrived *on the scene..

"Obligational authority" is a relatively new term used for
the act of committing the nation to expenditures which
may not show up in any budget figures for at least a year,
and which often do not have their full impact for several
years. The President in this budget document is asking
for some $50 billion of "new authority to incur obliga¬
tions," and says that more is to come. Such "authority"
in the current fiscal year by enactments prior to this ses¬
sion of Congress came to some $62 billion. The correspond¬
ing total of fiscal 1957 is now estimated at $66.3 billion,
-v All thisJ^, of course, possible along with estimated
surpluses in 1956 and 1957 by reason of the fact that a

great deal of Jthe funds involved in these authorizations
will not be expended in those years. The Mutual Security
Program account is an outstanding instance of this sort of
thing. Some $4,9 billion of new obligational authority is
asked as compared with $2.8 billion in 1955 and $2.7 bil¬
lion in 1956. Something less than one billion is listed for
expenditure iii the fiscal year ending June ,30, 1957, and
none at all in the current fiscal year. In the form in which
the accounts are presented to the public in the budget mes¬
sage, it is impossible to trace out such relationships in most
of the other instances, but there can not be the least doubt
that the proposals in this budget will tend very definitely
to commit the Government of the United States to very

large outlays in the years subsequent to 1957.
What is not always understood is that reduction in

expenditures several years hence must be planned now.
When the fiscal year, 1958 or 1959, comes up for consider¬
ation, it will be found (if we continue as is now sched¬
uled) that our hands are tied by obligational authority
granted this year. But let the President explain this sort
of situation: "Before any budget expenditures can be
made," he says, "the Congress must first authorize Federal
agencies to incur obligations. This authority, ordinarily
provided in the form of appropriations, may or may not,
lead to the immediate expenditure of funds. In the case of
salaries and purchase of supplies, the expenditures will
ordinarily follow closely the incurring of the obligation.
For other items such as ships, aircraft, and complex mili¬
tary equipment, the expenditure may follow the incurring
of the obligation by several years.

"Unexpended balances of appropriations carried over
from prior years ran to nearly 80 billion dollars when this

Administration took office and represented an enormous,

backlog of commitments for which expenditures had to be
made in the fiscal year 1954 and subsequent.years. These
balances represented, in effect, C.O.D. orders which had
to be paid for in cash when the goods were delivered and
constituted a heavy overhanging load for the budget on
top of the appropriations being enacted currently."

Still a Long Way to Go
We must give the Administration credit for substan¬

tially reducing the size of these carry-over obligations.
They come now to some $50 billion, the President tells us.
But apparently the Chief Executive is now willing to have
them rise again,.and, of course, not all of them are related
to so-called long-lag military items. We are not now be¬
ginning, as we should, to reduce outlays either during the
coming fiscal year or in the years that immediately follow.
Then, of course, there is that road program which the
President is still trying desperately to keep from being
reflected in the budget, and there are the enormous con¬

tingent liabilities of one sort or another which draw scant
attention in the budgeting process and still less from the
general public. We still have a long, long way to go before
reaching a point of financial public health. ;•

Further Expansion in 1958 Viewed Unlikely
Professor Backman foresees probable slower rise of economic
activity in 1956 followed by a mild downturn. Counter-balanc¬
ing changes in the composition of Gross National Product

expected to create a "broad sidewise movement."

Jules Backman

Dr. Jules Backman, Professor of
Fconomics, New York University,
told the United States Brewers
Foundation, Inc., in New Orleans
Jan. 19, in the course of a general
description of probable economic
changes, to expect that a down¬
turn is in the offing. Before
devoting part of his talk to the
economic picture of the beer in¬
dustry, he explained that:

"Economic activity should show
little change from the current level
in the months ahead and then turn
down later in the year. Because
of the' steady
rise in volume

during the
1955 boom, a

continuation

of Gross Na¬
tional Product
at current lev-
e 1 s would
mean that the
total in the

Spring of 1956
would be

about 4%-5%
higher than in
the Spring of
1955. As the

year 1956 pro¬

gresses, the spread as compared
with last year will probably nar¬
row."

Dr. Backman noted that "the
rise in economic activity seems to
be losing its steam. In the early
part of 1956, a broad sidewise
movement seems probable. Dur¬
ing this period, the expansionary
forces will include high disposable
income, high level investment in
new plant and equipment, rising
inventories, increases in state and
local expenditures, and increases
in nonresidential construction.
These should compensate for the
lagging tendencies in automobile
production, residential building,
and farm income."

Professor Backman stated, "It is
difficult to visualize much further
expansion in the economy at this
time in the face of the declines
taking place in automobile output
and housing. Some time in 1956,
a downturn in total economic ac¬

tivity is probable. The uncertain¬
ties attending the Presidential
election could contribute to this
decline. However, the decline
should be mild as in the 1948-49
and 1953-54 recessions."

"Consumer credit increased al-
most$6 billion and mortgage credit
by more than $12 billion in 1955,"
Dr. Backman stated. "These in¬
creases in credit were at the rate
of about 17%. Such a rate of in¬
crease in credit cannot long be
sustained without creating serious

problems. The much slower rate
of increase in credit which seems

probable in 1956 should contribute
to the slowing down in economic
activity during the year." 1
"While some price increases

have already taken place and other
scattered increases will be re¬

flected in the Spring offerings,,!
do not anticipate any significant
price inflation this year. The in¬
crease in minimum wages will af¬
fect costs in a number of textile
lines and result in some pressure
on those prices. On balance, how¬
ever, any price rise in 1956 should
be kept within narrow limits."
"Consumption of beer per cap¬

ita for persons 21 years and over
has been declining from the peak
of 26! gallons in 1945. In 1955,
the rate of consumption was 23.3
gallons. Expenditures for ; beer
declined from 2.4% of total dis¬

posable income in 1947 to 1.8% in
1954. If the 1947 rate of consump¬
tion were recovered, total beer
sales would rise by $1.0 billion."
Dr. Backman pointed out that

"while beer sales were not ex¬

panding as rapidly as the econ¬

omy, wages paid by the industry
continued to rise sharply. For ex¬
ample, in 1939, weekly earnings
in the malt liquor industry were
$11.15 higher than in all manu¬

facturing, in 1945 the spread was

$8.73, and in September, 1955, it
was $21.74, the widest on record.
Similarly, hourly earnings were
29 cents higher in 1939, 14 cents
higher in 1945 and 58 cents higher
now. At the same time, the so-
called fringes including holidays,
vacations, etc., are among the most
liberal in the country."

Elev M. Estes Opens
ARLINGTON, Va.—Eley M. Es¬

tes is engaging in a securities
business from offices at 733 North

Vermont Street. .

Weil & Doyle to Admit
Block & Van Raalte

Arthur Van Raalte and J. Hor¬
ace Block, both members of the
New York Stock Exchange, on

Feb. 1 will be admitted to part¬
nership in Weil & Doyle, 30 Broad
Street, New York City, Exchange
member firm. Both are partners
in Block & Van Raalte which is
being dissolved.

Bliss & Co. Partner
On Feb; 2. Bliss & Co., 29 Broad¬

way, New York City, members of
the New York Stock Exchange,
will admit Florence L. Lowy to
limited partnership.

/
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Present Currency Problems
In Foreign

the country and German and Greece and Turkey. But the West-
French financial groups have ern European countries, all, as I
started to move in—as they never said before, in strong monetary
have been expropriated there be- position, can afford to import
fore. more from the U. S. than they

ship to us.
The Caribbean Countries, Cuba, They beat us in the Sterling

Dominican Republic, Haiti, as well Area> in Latin America, in Asia
as the different British Isles, have and many other parts of the
no currency problems. Most of world. And, furthermore, they
them, members of the Dollar Area, have become masters of the clear-
will remain excellent customers ing trade, which you may call
cf the U. S. "switching." We are not familiar
Chile is a rather complicated with it.

case. Politically unstable and Western Europe is on the com-
faccd with huge social problems mercial offensive, does not insist
which only stem from inflation, on Dollar payments, will accept
the country is in economic con- any clearing, any long term pay-
fusion. As 60% of her exports ment, and does not try to dictate
are copper and 13% nitrates, both conditions of delivery, packaging,
excellent commodities in boom shipping, etc. A machine n\anu-
periods, the country should be facturer in a small West German
able to have orderly finances. But or Dutch city, corresponds with
for multiple political reasons, his customers in their language,
Chile has to live on banknote sends his sales literature in their
printing, the end of which is not style, and on top of all that, gen-
yet in sight. But here, just as all erally underbids the U. S, export-
over South America, German, er, who can only state that U. S.
French and other financial groups quality is better. This seldom
are moving in, taking real risks means anything to the bushman
and hoping for considerable long- m Brazil or in French Equatorial
term profits in manufacturing Africa.
products that at present are im- Of course, there are a few
ported from the U. S. and Canada. E.P.U. countries that are not very
Central American Countries, solvent. Greece and Turkey are

Mexico, Guatemala, El Salvador, such examples. But in Greece,
Honduras, Nicaragua, Costa Rica from our shores, German and
and Panama, have no currency French financial groups have al-
problems for the time being. U. S.
exports, favored by the geograph¬
ical location, are not in danger.
But German, British and, to a

ready started to build new fac¬
tories for consumer goods.

The Situation in Turkey

In Turkey, the picture is some-
lesser degree, Japanese competi-

there by "tadto goto Ista™ Landfng
the American exporter. at the airport at night—one of the
Colombia, a country importing cleanest I have seen in a long

about 67% of all its foreign needs time—we drove to town. After a

from North America, has over- few miles, a gigantic neon sign
bought during recent years. The overwhelmed the landscape. In
decline of coffee prices forced her; about 30 foot size letters was the
to reduce her Peso value and to word "KRUPP." Two miles far-
reform the currency structure, ther towards Istanbul, we saw a
Industrialization projects have small neon sign of International
gained shape and are bound to Harvester. This is a symbolic
produce many goods which were story, which you might think over,
imported until now. But the road Turkey is in financial doldrums,
i to industrialization is long. The We have poured hundreds of mil-

. financial administration is good, lions of Dollars into the country.
debts have always been paid, even But Germany, faster on the trig-

) if slowly. ger, can take Turkish wheat and
- But here again, German and cotton in surplus years, and give
French groups have started to longer credits for locomotives,
move in and protective tariffs will machines and all kinds of consum-

"

soon discriminate against prod- er goods. . •

ucts that are made in this coun- The Sterling Countries, united
try. The outlook for U. S. ex- by the now strong Pound, have a

} porters nevertheless remains real Dollar shortage. They would
good. like to buy much more from the
Ecuador's imports are going to P* S., but cannot. We export 30%

continue to come to about 60% ^ss to the whole Sterling Area,
from North America, Currency than to the Continental E.P.U.

. risks are small. Competition of c0""triesA ... __ .

German exporters will grow. u Commonwealth Nations'

„ ~ , . , onc. , have an active balance of trade
Paraguay: Only about 20% of with us, but their balance of pay-

irnP°r*s.come fro11] the ment with the U. S. still runs a
U.S. Other countries are making deficit. Currency prospects for
headway in Paraguay, whose cot- the Pound are good. wiu
ton we do not want to buy. West- be n0 devaluation, Whitehall
ern European and Yugoslav trad- says and j believe sterling is a

•

mg with Asuncion is increasing good rjsk today
: and will continue to grow. > Furthermore,' Britain's Trans-

Peru, also a cotton exporter, ferable Sterling, resulting from
shows declining American imports trade balances of and with non-

and rising imports from Western Sterling Area and non-Dollar
Europe. Her currency, one of the Area countries has become the
best managed in South America, world's leading trade currency,

gives no reason for worry. Ger- having a much wider radius than
- man, French and British " groups the U. S. Dollar.
f are expanding their production Giving commercial convertibil-
and financial organizations in ity to a large slice of international

v Peru. trade at a discount of about XV2%,
Next in importance are the: Transferable Sterling has become

; " Continental: countries of the Popular and even if not too well
European Payments Union, which known as yet in the U. S., we

c buy 18% of our exports and, at have slowly started learning how
the same time, account for 14% of r>\ ,

our imports. Not all E.P.U. coun- to use lL But' unfortunately, many
tries sparkle with economic solid- of y°u have not yet penetrated
Jty. / its very simple secrets of trading.

Only Portugal, has an active Do not blame me for it, blame
trade balance with our country, your banking connections.

heaviest deficit countries in Among other European coun-
their trade with America are tries: : -

Spain might become a better
field for U. S. exporters. We are
dumping hundreds of millions of
Dollars into this country. Custom¬
ers there are old-fashioned; most
of them do not read English, but
have a metrical system.' -

- However, they will have Dol¬
lars, if we know how to sell them
and if we want to take risks. Un¬
fortunately, there too, other na-
tions are fast to get the business.
We have to build bases. A Ger¬

man construction firm, eager to
get this business, offered our gov¬
ernment very advantageous con¬
ditions. They were willing to ac¬

cept U. S. surplus goods, instead
of Dollars. American organiza¬
tions are unable to compete with
such offers.

Yugoslavia, financially rather
sick, has made important indus¬
trial progress. Shipments of many
goods to Belgrade could not be
made for cash. But, after over¬
coming a lot of problems, mer¬
chant bankers of means decided
to finance such deals by accept¬
ing Yugoslav central bank drafts
due in 12 months.

The interest rates were high,
between 16% and 18% p.a. But
Belgrade paid for it indirectly,
got her goods and paid on time.
Such dealings, not acceptable to
commercial banks in the U. S.,
nevertheless, kept our trade with
Belgrade going.
I am afraid that I did not show

you how to make an easy export
sale or how to make a quick
Dollar.
And I am just as sorry that I

have to tell you a little more
about export hurdles that are al¬
ready showing up in the streams
of international trade.
Therefore, let us have a gen¬

eral look at
r ,.

The Iron Curtain Trade Prospects
Before going into it, let me tell

you, in order to avoid all later
misunderstandings, that I am not
a politician, not a member of the
Communist Party and no sym¬

pathizer either. I am a capitalist
and as such, I do not believe in
the blessings of collectivism. But,*
I also cannot close my eyes to the
nearly daily progress of Iron Cur¬
tain trade all over the globe, with
the exception of the U. jjjjjr.
Whenever I read thejreports of

my correspondents, or*'the very
factual reportings of Western
European financial publications,
giving new details on Soviet or
Satellite dealings with capitalistic
countries, a recent Russian state- >

ment comes to my mind.
A. I. Mikoyan, First Vice-Chair-

man of the Presidium of the Su¬

preme Soviet of the U.S.S.R., de¬
clared "Communism travels with¬
out passport, and without finger¬
prints . . ."
And you may believe it — it

travels fast. The Communist trqide
offensive began as early as in
1946. At that time, Russia began
to plan for it. First it put the
Ruble into shape domestically.
Then it created the Ruble Area,
linking all Satellite currencies to
the Soviet's monetary unit, a job
that was finished in June 1953.

; This was followed by a stream¬
lining of her trade relations with
the Satellite countries, in order to
give Moscow all the priorities she
needed. Systematically, progress
was made from a trade blueprint.
Urgent consumer needs ranged
behind the increase of steel capac¬
ity and of hydraulic engineering.
Since 1952, the trading volume

with the outer world began to
rise.

Moscow gave the green light to
the Satellites, to buy abroad what
they could not get from the Soviet
Union, if they could get it by
barter, by clearing deals, or if
they could afford to pay without
jeopardizing their deliveries to the
•U.S.S.R.

. The system worked. It worked
principally for the reason of
prompt payment of the Satellites.
The Soviets alwavs paid cash, and
often better prices than other
countries. After the first footholds

in capitalistic countries were es- -In order to give you an as
tablished and payment punctuality .factual as dramatic picture.of the
widely advertised, the Satellite Iron Curtain countries' world
countries started to look for trade trade offensive, I will read to yoil
credits.' v. . ■; ;,a .!" from, my list of major trade trea-

t Late in 1954 the Ambassador of ties between the collectivistic and
an Iron Curtain country came to capitalistic world in 1955. ,

my office for a consultation. ' He ivfnniua i„

asked me whether I believed that Major Events of 12 Mo t s
his country could find $20 million
worth of U. S. cotton and $20 mil-
lion worth of surplus wheat, on a trade treaty to Brazil..
12-month credit basis. ' XJ. S.S. R. gives a credit of 40,-
I immediately got in touch with 000,000 gold Rubles to Finland. ,

our authorities, who told me that jroianu and France sign a $23,-
from an official point of view 000,000 trade agreement.

January,

- U. S. S. R. proposes bilateral

such a transaction most probably
would not be opposed, but that no
credit would be given. y
^After having contacted the prin- Germany
cipaj grain and cotton shippers, I treaty,
had to advise the Ambassador that

February ; '

Czechoslovakia and Western
$46,000,000 clearing

Czechoslovakia and Argentina—

nothing could be done for him in $64,000,000 clearing treaty.
the U. S.

Canada, on the contrary, rolled

April

Hungary and Belgium conclude
out the red carpet for him. And a barter agreement,
so did Brazil. Since then, about East Germany and China—$20,-
200,000 tons of surplus wheat were 000,000 electric power plant de-
sold on credit by Canada, France ]iVery.
and Australia, and considerable
quantities of cotton were supplied

May

U. S. S. R. & Rumania- -Barter
on credit by Brazil Peru, Pakis- trea'ty w,jh jgypt for deUvery of

SL punc" crude oil against cotton.
tuaily paid so far.
But we still have our surplus

wheat and surplus cotton.
After this offensive in 1954-55,

Poland and Egypt—$12,000,000
clearing treaty; * ' :
U, S. S. R. sends; trade mission

the Communist traders became *° ^r°enH"a\VT ' l > > •; >
keener. Their domestic industrial \ "Y ' '.r:

productions were rising every- Bulgaria' and*Biitaim negotiate
where. They had to give more . trade and ^ayment?agr66ment,- r^- -
consumer goods to their popula- payment of Bulgarian- debts in
tion, totaling 960,000,000 people, U.K...... >

or 40% of the world's inhabitants. U. S. S. R. and Israel concluded
In the meantime, their foreign barter, deal.' Israeli citrus fruit-

trade executives had learned how Russian crude oil. : - .

to deal with currency problems,
white, gray or black, clearing.
dealings, swing, credits, barter
transactions and credit details.

They learned the hard way, but
they learned it well. Today, these

«. '• 'ju July •. 1
• China-Japan barter deal of
$168,000,000 of all' products. '
U. S. S. R. and Norway—$34,-

000,000 bilateral trade and pay-

men know much more than many ment agreements,
managers of foreign departments P* S. S. R. and China bought
of our leading banks. Because, if rubber in Ceylon.
they would not, they would lose
their capitalistic privileges of cars,
apartments, education of their
children, etc.
They also learned to make pay¬

ments very promptly in order to

;-August *'

U. S. S. R. and Austria—$150,-
000,000 of Austrian products to be
delivered over the next six years.

Czechoslovakia and Canada —
mems very pru.i.puy in oraer 10 $3 000,000 of Canadian surplus
maintain their trade standing and bu^er gold- - - 1

U, S. S. R. and Malaya—17,000in order to make transactions with
^ ^ ^

the Ruble Area highly desirable t f' jyfalayari rubber sold,
for capitalistic suppliers. J
The orbit's trading with South

America rose since 1952. It

September

France started dealings in
reached an all time high in 1955. Polish, Czechoslovak, Hungarian,
Satellite trade with the European Rumanian clearing Francs, all f||
Payments Union increased con- orderly completed. f '
stantly since 1952. Trading with it. S. s. r. and Egypt — barter
the Near East began to increase deal of 500,000 tons of Soviet oiljil
in 1953 and during 1954 trading against 60,000 tons of Egyptian if

not the rice. • • • i
'

U. S. S. R. .and Iceland—trade |||
agreement for Icelandic fish prod- H

with the Dollar Area
United States—became more ac¬

tive
I already mentioned the wheat ucts against Russian machinery. ...

transactions with Canada. Next 1
were the purchase of 600,000 tons
of Cuban Sugar by Russia in 1955

October

Trading of Sateilite clearing):
and another 200,000 tons a few balances increases in Vienna. i

days ago. U. S. S.; R. and Austria—$50,-
Also during 1955, the Soviet 000.000 trade agreement, Austrian -;

made their political peace with industrial products against Soviet
Yugoslavia and pair them $100,- raw materials.
000,000 in goods for "damages" „

they supposedly caused to Bel¬
grade's trade when Stalin broke U. S.

November

S. R. and Syria- -Moscow

with Tito in 1948. Naturally, offers building of oil refinery on
Yugoslavia's trade, until 1955. credit. ■?

mostly based on U. S. support, be¬
came more independent.

;China and Malaya — Chinese
agents infiltrate Malayan banks

Also a political master-stroke with large deposits, buy shares of):|
was the Soviet tactic to buy any industrial and commercial organ-;'
surplus goods that the U. S. could izations in order to press for more
not absorb. Surplus rice in trade with Peipipg. \ ti

U. S. S. R. and Yugoslavia-Burma; surplus cotton from Egypt
and Brazil; surplus wool from increased trade treaty from $40,-1
Argentina or Uruguay; surplus nnn nnn tn *70(10(1 win and nrn-

sugar from France, all
bought and paid for either in
clearings or barter.

000,000 to $70,000,000 and pro-
weFe longed agreement for three years.

Hungary and West Germany

But these purchases made new enlarged trade agreement,
friends and showed Moscow as a Hungary, East Germany, Bul-
saviour. It also made the ruling garia and Rumania concluded
classes cf these countries more clearing treaty totalling $8,000,000
receptive for other trade proposi- with Japan.
tions of the Iron Curtain countries. - iron Curtain trade with Egypt
Our trade with the Soviet Orbit roSe to $127,000,000 p.a. or 18% of

in 1955 will not have exceeded

$60,000,000, or about of the
Orbit's total foreign trade. And I
do not believe that this figure will
double in 1956. " ■'

Cairo's foreign trade.

December

U. S. S. R. and India — Moscow!
contracted to deliver 150,000 tons I
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of - steel; will sell 1,000,000: until
1958.1 r :'l > 'v.

China and India—Peiping sold
60,800 tons of steel for 1956 de¬
livery. , / ; ;; j",' _ ' ^ ' •/ [ . > .

China and Italy . started trade
negotiations.
^ Chinese trade delegation arrived
in Yugoslavia. . /

Poland and Yugoslavia — con¬
cluded a $28,000,000 trade agree¬
ment. ■' - ; i ft-
Czechoslovakia and Norway

signed a $18,000,000 trade agree¬
ment.

Rumania started trade negotia¬
tions with France. /
China and Syria signed a trade

and payment agreement.
U. S. S. R. and Afghanistan —

Moscow granted a $100,000,000
credit to Kabul.

U.- S. S. R. and Austria—a $32,-
000,000 credit for Vienna is under
consideration.

U. S. S. R. and Sweden signed
a $30,000,000 trade agreement.
Poland bought $5,000,000 worth

of Australian wheat on 12 months
credit.

China — Uruguayan trade dele¬
gate arrived in Peiping.

: As you may have been aware,
the number of conclusions of such
treaties increased sharply since
November of last year.

A new chapter of international
trade history has started. I will
not comment upon it. I will only
stick to facts.

The sole conclusion from it is
that the Red • trade is another

chapter in the masterplans - of
Communist expansion.

Biel Director
'

The election of Heinz H. Biel as
a Director of Reading Tube Cor¬
poration has been announced by
Martin Mack, President. Mr. Biel,
is a partner
in the New
York invest¬
ment banking
f i r m o f

Emanuel,
Deetjen &
Company. He
is also a Di-
rector of
P rogress
•Manufactur¬

ing Company,
Inc. and Un-

ette Corpora¬
tion. Reading
Tube Corpo¬
ration is a ;

producer of copper tubing and
brass pipe primarily for use in the
construction and appliance indus¬
tries.

L. A. Exchange
Investment Coarse

'

LOS ANGELES, Calif. — Bro¬
chures, describing in detail the
Los Angeles Stock Exchange
Community Investment Course to
be held at Redondo High School,
Feb. 9 through March 15, are now
being made available to the gen¬
eral public, it was announced by
the Exchange.
'

There will be no admission or

registration fee for the six-week
investment educational series
which will feature top speakers
from the investment field.

: Brochures are available at the
Exchange or at Redondo High
School.

School officials request that m
order to facilitate enrollment,
adults can pre-register by sending
a stamped, self-addressed en¬
velope to: Adult Education Dept.,
South Bay Union High School,
207 N. Francisca, Redondo Beach,
Calif.

Sponsors for the series include
the Redondo Beach, Manhattan
Beach and Hermosa Beach Cham¬
bers of Commerce.

Continued from page 3

diction of the Commission and limit its rule making power
so that such jurisdictionwillnot; be enlarged by the S. E. C.

Let us suppose that a broker does have a discre^
tionary power from his customer, at what point would
he he churning the account? After how many transactions?
After what volume? Must he ascertain the nature and
extent of his customer's complete securities portfolios, his
financial standing? What if the customer will not furnish
this information? Should the broker refuse the discre¬

tionary power? If he does get this data, where does
churning begin?. What relation must the trading bear to

; the portfolio and the customers' financial status in order
to avoid churning. Where is the line of demarkation?
The nature of transactions, whether in investments or in
speculative securities, what bearing has that?

We wish it were possible to give clear and positive
answers to all of these questions, but who can? These
queries serve to illustrate the difficulties with which the
subject is beset. /.ft'ft-1 ''ft-; ;:ft- ft:ftft- ft/ft

What is reasonable? The courts refuse to define it.
We must look to the facts in each case to make that
determination. What is churning? Similarly we must look
to the facts in each case.

Here is a field in which there are no guide posts
that can be regarded as absolute, positive and certain.
Let the broker-dealer beware. Woe betide him if the
S. E. C. is on the prowl for his hide.

We make it a rule not to mention counsel in eases

we discuss, but, because of the thoroughness of the job
revealed by our investigation, we are glad to make an
exception. The successful defendants had as their counsel
Mr. Pinkham of the New York firm of Colton & Pinkham
to whom the securities industry owes a two-fold thanks.
First for getting a judicial expression on the difficult
subject of churning, and finally, for rendering totally
ineffective the needless and inexcusable intervention of
theS.E.C. - ... ..a- ftft.ft.\

Public Utility Securities
By OWEN ELY

Arkansas Louisiana Gas Company

Heinz H. Biel

Ailas Plywood Gorp,
-• Debentures Offered
Offering of $3,000,000 5% sink¬

ing fund debentures due 1971 and
$3,000,000 5lA% convertible sub¬
ordinated debentures due 1975 of
Atlas Plywood Corp. was made
on Jan. 24. The 5% debentures
are priced at 100% and are being
offered by Van Alstvne, Noel &
Co. alone, while the 5J/2% deben¬
tures also are priced at 100% and
are being offered by an under¬
writing group headed by Van Al-
styne, Noel & Co.

/Through an exchange offer, the
company has acquired 86.4% of
the outstanding stock of Plywood
Inc., which has become a consoli¬
dated subsidiary of the company.
Atlas is now in a position to in¬
tegrate the operations of Plywood
more closely with its own and to
provide more adequately for the
financing needs of the subsidiary
and itself. Accordingly, Atlas
deems it advisable to redeem the

outstanding funded indebtedness
and discharge the bank loans of
Plywood Inc. and to provide ad¬
ditional funds for the operations
of the integrated enterprise.
Funds from the sale of these

debentures will be advanced to

Plywood Inc. to discharge $1,000,-
000 principal amount of 4V4% se¬
rial notes (due 1958 to 1958),
to discharge $100,000 principal
amount of 334% notes, and to re¬
deem $1,318,500 principal amount
of 6% sinking fund debentures,
due April 1, 1983. The balance
will be added to the company's
working capital.
The new debentures may be re¬

deemed, regular way, at prices
ranging from 105% to par. Sink¬
ing fund redemptions will be made
at par, plus accrued interest in
each case. The subordinated de¬

bentures may be converted at any
time on or before Dec. 31, 1965
into common stock at an initial

conversion price of $12 per share
of common.

Atlas Plywood Corp., with 21
manufacturing plants now in op¬

eration, is one of the largest man¬
ufacturers in the Upited States; of
plywood packing' cases, hardwood
plywood panels/' and hardwood
flush doors. In addition it is one

of the leading producers of fruit,
berry and vegetable baskets and
packages. The company also makes
and sells cleated corrugated paper

packing cases and wirebound con¬
tainers. In the fabrication of most
of its products the company per¬
forms a completely integrated
process of manufacture from the
log to the finished product.

Plywood Inc., the largest sub¬
sidiary of the company, is a dis¬
tributor of hardwood and soft¬

wood plywood products of its own
manufacture as well as a distribu¬
tor of plywood products manu¬
factured by others. It operates
two softwood plywood mills and
one hardwood plywood mill.
Other members of the under¬

writing group offering the 5M>%
convertible subordinated deben¬

tures are: A. C. AUyn & Co., Inc.;
Goodbody & Co.; Hayden, Stone
& Co.; Johnston, Lemon & Co.;
Bateman, Eichler & Co.; Dempsey-

Tegeler & Co.; Lester, Ryons &

Co.; Prescott, Shepard & Co., Inc.;

Scott, Horner & Mason, Inc.; Bio-
ren & Co.; Boenning & Co.; H. M.

Byllesby & Co. (Inc.); Halle &

Stieglitz; A. M. Kidder & Co.;

Saunders, Stiver & Co.; Stark¬
weather & Co.

S. C. Wilson Forms Co.

GLOUCESTER, Va.—Stewart C.

Wilson is engaging in a securities
business from offices here under

the firm name of Wilson Invest¬

ment Company. Mr. Wilson was

previously with Anderson &

Strudwick in Richmond.

Arkansas Louisiana Gas is one

of the two surviving companies
of the former holding • company
system headed by Arkansas Nat¬
ural Gas, which was controlled by
Cities Service (the other being
Arkansas Fuel). Cities Service sold
its 53% equity interest in Arkan¬
sas Louisiana to the W. R. Stevens
Investment Company of Little
Rock, Ark., at $12.50 per share at
the end of 1954.

Arkansas Louisiana is an inte¬

grated natural gas company en¬
gaged in the production, purchase',
transmission, and sale of natural
gas in Louisiana, Arkansas, and
Texas. The company p~r o d u c e s
from its own property some 20%
of its gas requirements and pur¬
chases the remainder. It distrib¬
utes gas at retail in 148 communi¬
ties with an estimated population
of 1,000,000. Customers include
214,000 residential, 28,000 com¬
mercial, and 2,000 industrial and
other. Total gas sold has increased
from 114 billion cubic feet in 1949
to 185 billion cubic feet in 1955.

vThe company's domestic and
commercial load has increased

materially but the rate of growth
of its industrial load has been
much greater. At the end of 1955,
the company's industrial load was

72% of the total load, while the
natural gas industry as a whole
has an industrial load of approxi¬
mately 56%. Sales to large indus¬
trial customers are subject to a

greater risk of fluctuation than
sales to domestic and commercial
customers. Difficulty has been ex¬

perienced in obtaining recognition
of this extra hazard of service
from state regulatory commis¬
sions. In 1955, however, after a

proceeding before the Arkansas
Public Service Commission, a fa¬
vorable decision was obtained

allowing the company an 8% re¬
turn on the investment used in

serving 32 large industrial cus¬
tomers within the state.

The company's primary indus¬
trial load is in Arkansas. It in¬
cludes several plants of Reynolds
Metals and Aluminum Company
of America; also International
Paper, Lion Chemical Division of
Monsanto, Columbian Carbon,
Minnesota Mining & Manufactur¬
ing, and a number of oil refineries,
glass plants, brick companies, etc.
; Industrial expansion is continu¬
ing at a rapid pace. The company
has in prospect two cement plants,
a paper mill and a number of
smaller industries. A government
survey has highlighted the area
for potential growth of the petro¬
chemical industry, which requires
large volumes of natural gas. The
company is now considering the
possibilities of entering the petro¬
chemical field.

During the period 1949-54 in¬
clusive Arkansas Louisiana Gas
invested some $60,000,000 for ad¬
ditional facilities to take care of
the rapid growth in number of
customers and the increase in gas

requirements. The construction
program was completed in 1954,
approximating $11,000,000 in that
year; capital investment in 1955
was reduced to about $5,000,000
and in 1956 will be about the
same. A $5 million bank loan has
been paid off and no financing is
likely in 1956.
W. R. Stevens & Company early

in 1955 instituted an investigation
of the company's financing, oper¬
ations and personnel, with a view
to reversing the five-year down¬
ward trend in earnings. During
the past 14 months the company
has reduced its personnel from
about 2,200 employees to 1,800
without curtailing service.
Share earnings had declined

steadily from 850 in 1950 to 460
in 1954, but in 1955 the downward
trend was reversed and share

earnings of $1.07 were reported.

J President Hamilton is optimistic
regarding 1956 prospects, and in a
recent talk before the New York
Soci e t y of Security Analysts
stated: "The increase in rates ta
large industrial customers was not
put into effect until April, 1955,
hence the gross revenue from this
source will increase in 1956. We
have a rate proceeding pending
in the State of Louisiana which
should add materially to our gross
revenues. We are continuing our

efforts to decrease our operating
and other expenses. For these and
other reasons I can give you every
assurance that the net income per
share will increase in 1956 over

that realized in 1955."

The company has placed great
emphasis on the need for long-
range supplies of gas and has pur¬
sued an active program of devel¬
opment and acquisition of reserves.
It now has approximately 4Yt
trillion cubic feet of gas reserves
in place, of which about 20% are
owned and the remainder con¬

trolled under long-term purchase
contracts. It is estimated also that
the company has 1,600,000 barrels
of proven oil reserves.
The Public Service Commis¬

sion's comment in its precedent-
making decision said, in effect,
that it was all-important that the
company be assured sufficient
revenues to enable it to acquire
new gas reserves to replace those
being consumed by large indus¬
tries. As a sequel to the decision,
the company is now negotiating
five-year contracts with its large
industrial customers providing for
a firm supply of gas at a firm rate.
In December and January it
signed such contF&cts with Reyn¬
olds Metals, Arkansas Power &
/Light and others. Governor Fau-
bus has publicly stated that the

y signing of these contracts. marks
the start cf a new era of indus¬
trial developr.ie.it for the state.
The company has paid divi¬

dends at the rate cf 500 since the
stock was distributed by Cities
Service in 1953, and late in 1955 a

10% stock dividends was declared.
An increase in the cash dividend
is anticipated, probably to the ex¬
tent of 65% or more of share earn¬

ings. A spin-off of the producing
property was proposed some time
ago, but encountered difficulties;
the idea has not been abandoned,
however. Eventually, W. R. Ste¬
vens & Co. will have to dispose
of a substantial part of their in¬
terest. The stock has been selling
recently around 19V2.

To Be Harmon & Co.

Effective Feb. 1 the firm name

of Risser, Harmon & Co., 15 Broad
Street, New York City, members
of the New York Stock Exchange,
will be changed to Harmon oi Co.

AREA RESOURCES BOOK
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Variable Annuities Case
Based on False Premises

The Commercial and Financial Chronicle ... Thursday, January 26, 1956

...
4. omon,mpnt of the fare than a stable level of the still ask whether the future willtion with the

com. priCes, the governmental agencies duplicate the past. In pursuing a"mon stock per re. ss determining polickn which domi- sound investment ptngrem one=™.£-k,E..rSmisv™?=e,,es ss "sssnsz*'Str -liSKSCSZJ22Z& « 01 detinue. ni.e In,,.- ~

: sstteusarisssi «* «•—,«»-#» £.« «■<»™mntemDUtcd by the variable an- sized that in Europe the working price ievei in the future (barringjt nnH iho pur- nnitv nlan classes have been shying away war) rests primarily on the com-
mi u t in our social obli- tal gains and losses and th - y P * r

; from jnfiati0n like the plague and binati0n of the "full employment" /

will be failing l -

have rent market va}ua"on-,-'®r, ... -Questions InflationBias have been willing to have the ec0nomic doctrine and the "built-

gation. Mcreov ,
stocks held. As far as morta ty

- * * uq turn now £0 the two boom slowed down and with it-jn" inflationary demands of labor

lost the drive J^ic growth experience and expense expen- - Let tneearlier. their wage demands if this is with the result) it is argued> that

counted for the: dy
tis:ness ence are concerned, these ml2

chould we accept as gospel necessary to avoid inflation. It is substantial depressions will be no

of the life insurance business.
^ guaranteed by the issuer as ™eptjs gpp^ ^ all segments 0f our more> obviously, however, this

However, in this quest th 'contrasted to the College Retire P
iflflation," and can society (including labor unions wouid be an altogether different

always the need to define a ment Equities Fund or CREF pla
eXDect in the future, as a mat- and their leaders) are growing in ec0nomic environment or setting

termine clearly the nature of ay nQW in operation, under which
course a more or less steady social responsibility and that simi- than existed in the laissez-faire

problem, and then to dlstl. gti the value of the annuity unit .

f t^e dollar's purchasing lar reactions by the American and gold-standard era which was

carefully between mere asPJ™ . changes to reflect mortality ex-
, The arguments of econ- people are likely in the years inherent in most of the historical

and the cold objective possibil perience and expense experience, P •
jd« t0 point of ahead. Likewise, it is argued that perj0d covered by the CREF and

of being able to solve the Partl(j^~ as well as investment results.
would seem t0 be as follows, increased productivity through other studies> This historical ne-

.W.—, ~

„x- w _x UJrrU eiciiiciib Uid lClIgC BWctltr ilistiiu-
... .

„Iiran(,p - * • -
u t - number of "depressed" groups in rations operating g -

, tional demand for common stocks,
better than I, selling life insu represent a major change from our society, etc. In the words of even pomts ureg: y

.. accelerated by the sale of vari- \
or annuity contracts is a far I - wba£ our business has stood for professor Slichter, it is only natu- with their corpoa P

abje annuities, then we have al- -

ferent animal than plugging a jn the past and from -what it rai £0 expect that politicians will tive ability to pa g
together different forces at work

, it seems pertinen S£ands for ioday-hi.e., the assump- find it easier to authorize expen- in the form of h to p •

. in the economy than were at work

«p" and ask whetner A.— „5c,1r tv,0 intmrance mido taxes. These in conclusion, this opposing • - - - - -

"to give pause" and ask whether stands for toaay-f-i.e., trie assump- find it easier
jL:- ~— ~ inn ovnrps?ps asnira-

tion of risk by the life insurance ditures than raise
• -/»!_ J_Z _

. c?— -

:rQ ditures than raise taxes. lnese conclusion, this opposing •
historical oeriod cited in

this song, too, expresses aspira-
inflationary pressures in turn will school of thought argues that

such studies Moreover this his-
tion primarily, or whether it is

, . .. be reinforced by the strong posi- aside from the impact of the out- 81tuaies. MorecD^r, tnis ms ...
really the gal we want to be objective of Variable Annuity tion of labor, which will insist in- break of the Korean War (which j™ the fnfM^^ •

married to for the rest ot our ^QW wbat is the principal ob- increasingly on automatic escala- has worn off) there has been no brought on bv two World Wars '
lives? ^

, ,. f jective of the variable annuity? tors in labor contracts and on reai upward drift in the price
and the Korean War and it would

; The answer to that question, of Jt represents an attempt to solve wage increases in excess of labor s ievel during the past few years.
geem extremelv uniikelv that anv

course, lies first, in whether or for annuitants the problem created fair share of increased productiv- Moreover, it is pointed out that
financial Pianning could be de-

not one accepts the premise that .
a decline in the purchasing ity, with the result that stable since the middle of 1947 the Fed-

jged which could protect indi-
there will be a more or less con-

power 0f the dollar, or in a costs and prices will be impossible eral Government has pursued an
vidual fr0 the conseauences of

tinuous rise in the price level in broader sense the problem of a to maintain. Thus, what we can anti-inflationary, but not defla-
three mQre warg -n th next 3Q_4()

the years ahead, and secondly, m changing price level. This objec- expect in the future price trend tionary policy, and the result has
Th j question whether

the actual investment experience u • is popular today be- and in business activity generally been far more stability in the ^ast relationships in financia! his-
which might reasonably be cause during the past 15 years we is a staircase pattern with rises price level than is generally real- ^ ^ould brepPeat\he^elves in
achieved through the operation of haye experienCed a substantial during prosperity interrupted by jzed. Hence, our economy today ,

futurethe variable annuity plan. How- rige in ices or expressed an- intervening level or horizontal is one that is generally blessed
The second noint is that the

ever before examining and ana- th substantial increase steps. In other words, under the wlfh an abundant supply of goods (f) A«e second point is that thelyzing each of these two subjects Hvi^ cost. Thifs tuation ob- "full employment" type of econ- and with that situation existing variable annuity plan as presently:n more detail, probably we should has worked hardships on omy any business recession wil the inflationary aspects of World conceived violates
f two funda-dnes?ribe briefly the operation of tZseLdfviduals living primarily be/countered by^^governmental War n and Korea have run their mentathe variable annuity plan. nn fixed dollar incomes and pen- policies of an inflationary natuie. course.

• +? J- i • ana miiexioieMoreover with consider- Thus, business declines with fall- And so you pay your money and m the field in which the invest-fhle tslk of the DOs^ bilitv of fur- ing prices will be brief, while take your choice as to the course ments are made and therefore, the?w inflohnn fn thl vears ahead business upswings will be allowed of inflation from this point on. fund will lack balance and diver-could be purchased by a single subiect of how to hedge to run their course, with only very personally I have enough confi- sification, and (b) it requires thepremium payment, it would usu- a/ainsf inflat°on ha^ become a l™ited restraints placed on a denCe in the wisdom of our peo- constant purchase of a restricted-11 hv n qprips of a2ainsl iniiailon Ildi 7 . r boom Die to believe that barring war, segment of common stocks regard-;periodic premiums extending over dfsrcyuss?on CU As might be expected in the inflation can be held in check, but less of the price or the attractive-:a series of years until retirement The Drononents of variable an- realm of economists and economic for discussion purposes, let us ac- ness of alternative fields of in-occurs and the annuity payments JE!/Z thii a variable an- prediction, however, there is an- cept the first premise, i.e., the in- vestment. Hence there will bebegin. During this accumulation which fluctuates with the other school of thought which does evitability of further inflation, little room for the exercise ofp od the premium payments are market is better able to not believe in the inevitability That assumption necessar y judgmentinvested in common stocks as are
nf inf,ation on of continued inflation in the fu- brings us to the second premise Under the variable annuity con-thedividends received on the Sf nremire thrhStorical expe? ture. They recall that during the of the argument of the variable tract the investment process in-,stocks and the buyer would be . p:re^1' long depression of the thirties annuity proponents, namely that volves concentrating exclusivelycredited with I number of vari- r'e!lce demonstrates that the cost B pntal in(laUonary policies common stocks will serve as a 0n one specialized field, namelyaWe contract a'ccumulatton un«s. SKXteS™ faheTtoraiseprices. Despite the hedge against a rising price level, common stocks,, to achieve the ob-Vnch nreminm navment would ° t! lowering of the gold content of jective of maintenance, of pur-

Variable Annuity Explained

Although a variable annuity
could be purchased by a single

aoie CUriU'UUt dCtuiHUiauuu uiuvj. .11 i- ,.
_ . ..

TTnnh nrpmium navmpnt wnulH Wl11 follow each Other With rea- v - r —-w -£.ach premium payment wouia sonabie ciosenGcS i+ aiip^pH lowering of the gold content of ipptivp nf maintpnmnn nf rv„».

that financial studies going back ^dollar, P-P^Primmg^and "Blue Chips" as Inf.ation Hedge 3^^- of jnamten^nce ^of pur-ItVvre6 SO^ea^or'mor^shw^that "over Aa^,e:A?S Prol"ects. efforts to As an investment man I cannot -s conti:ary to the diversification
re.Inf ™i Zi« nV the the long term the prices of a large "reflate" the economy were futile, help being concerned at the ap- principle of investment whichquent market valuations of the ^ Confidence was lacking, and the parent limited attention given, so argues tbat tbe besi chance of

-

, rtTiaie Hie euuiiuillj' wexe fumo. xxtxjj -- - -

^xxixv-xj^xt; Ui uivv,ownvin- "xuun

the long term the prices of a large
confidence was iacking, and the parent limited attention given, so argues that the best chance ofcWks owned bv the company grclup, common stocks went up government measures undertaken far as I have been able to deter-

achieving an investment objectivewould be made thus determining and dowr} as the ?rlceSx° iriCP1?j had very little effect in raising mine, to the investment aspects is through a balanced programthp npriodip values of the units. ^odlties JfJ ge^erf,J we ^1. prices. Moreover, this school of or investment impact of variable invoiving several forms or typesTTpnpp thp dollar value of a unit dowP» . a^houSh. sometimes thought emphasizes that looking annuities in the discussions to date 0£ investment. In addition thiswould'on and down depending ^enx in .°PP0Slte dl^ectl0"s back over the economic history on this subject. For your consid- exciusive field of common stockrhansps in the market values s, Penods» arJd the Value 0f our nation, there has been but eration today I would like to make investment will be limited furtherof thp stocks in the account. How- tue c®mmon stocks generally inflation other than during five points relative to the invest- in twQ wavs (i) by legal require-nf dollar changed to a greater extent, both war and in periods immediately ment heart of the variable an-
men£s and (2) by investment

ever, the importance of dollar "j war> anci in penoas lmmeaiaituy meni neaii ux ixit vui—,. an- f „ H ,9v. .
averaging during both the accu- oTinolfi wlif £rf£ followinS war- Furthermore, it is nuity argument, i.e., that on the T y tment

onri rofirnmpnf noriods a variable annuuy wni serve stressed that in the atomic age basis of historical experience c

x»xxuv»iu6 »,c*x. .v —
~o

. prudence. Relatively few compa-rniiintTnn" and rpfirpmpnt npriods ulilL d V£?tlct xi'T VVAii stressed that in the atomic age basis of historical experience com- .

wm be afele tQ megt tfa
•

_

ctrpccpd strnnglv bv the nro- an annul^an^ better than a fixed another World War probably mon stocks will be a hedge against
qujrements 0f £be y Insuranceponents of the variabie annui?; P^ment annuity in safeguarding would mean complete chaos, with inflation or a rising pr ce leveh common^ ^ck^TnveTt?on the basis that an individual's purchasing power of ret re the result that it would be lm- (i) The first point is that the ment, and even fewer the stringent

on xne oasis max an 1 a
ment income. However, it should possible for any financial program premises advanced are "too pat" investment tests which must nec-be emphasized that the premiums to really protect the individual. or «too easy." -Too many people essarijy g0Vern any selection of
on a fixed payment annuity, be- an answer to the inflation- are just repeating it parrot fashion S£0C^S for sucb a fund When aning payable over a long period

^y stimulus of the <{full employ- that "more inflation is coming so jj^gurance company invests in
vA+lanf o imvo cfa Hnllor ah i

_ i * 1.1.1 _
_ t> i i nnrl nvntPPt .

. , .

funds are invested in stocks over

a long period and fluctuations in

stock-prices have little long-run
effect*

nf W rpflplf JLIdHnViav ary stimulus of the "ful1 employ- that "more inflation is coming insurance rnmnanvAt the time of retirement the A ?n tw pvtpnt II ment" doctrine, this group of buy common stocks and protect senior Securjties if Ppn „cP it*accumulation in units is applied Eay , o!!l?uHv nfJJi economists replies that under the yourself!" In an ever changing inves+ment PxnPripnf.p "fto provide an annuity of so many ^ed PaYme t an uity also pro- Employment Act of 1946 the Fed- financial and economic structure, it . a iU £ ! ~units (not dollars), fixed in num- yid,^s a certain measure of pro- eral Government is committed to investment people particularly gafh„ y S?ftipQ beat^"hor- nairahin norin^iVaiiv for the tection against inflation. employ its powers -"in a manner have to beware of cliche or simple * ... , ^ would--'t
. .x,..—„ nf nro. quality under- professional mvest-

invests
can use

upr "nnvahie nerinhiVallv for the iection against inflation. employ its powers "in a manner have to beware of cliche or simpie
qualifv under, professional invest-Hfetim/ nf the annuftant Thus There can be little d°ubt that calculated to foster and Promote answers to the problems of pre- ^ent ftudv and thufobtain^thednflar amountofeach nav-' the Principal reason behind the free competitive enterprise and servation of capital and adequate ^gtsltud^and thius.obtain higherthe dollar amount of each pay

current drive for variable an- the general welfare, conditions investment return. Even if one y ? .Ax t .......nuities is the fear of further infla- under which there will be afford- accepted

ment would dpr^nd on ^he dollar current drive for variable an- the general welfare, conditions investment return. Even if one [ p f construction^fine ^flnnnmdtviinit whpJ nuities is the fear of further infla- under which there will be afford- accepted completely that the J^sue of a new natural gas pipe-
navment madJ The d^Uar tion' other arguments are made ed useful employment opportun- CREF and similar studies show a wL+w ? -6

the payme t is made. The dollar
sucbL as £be desire to achieve a ities ... and to promote maximum remarkably close correlation be- vahen investing in equity securi-value of an annuity unit would
bigber investment return by in- employment, production and pur- tween past living costs and com- ties because of both legal restnc-cS toThrinvestmeTresuTts v^ng in _c°mmon stocks and chasing power.'•^ Thus.jmless it mon_stockPr|^(^I do^not, sound investment practice. Only

of the account with respect to American industries, but these pi0yment and production and con- ing costs were up and stock prices
w df nnP LnL fnr

dividends received, realized capi- arguments were made in connec- tribute more to the j general wel- down and vice versa) one must snaerea, ior u one reacnes lor
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higher yields in equity securities Now the rigid and inflexible panies, i.e., the selling of insut;- Speculative Aspect ernment securities, the investment
ranking below top-grade the risks nature of the variable annuity in- ance protection. ,4) The fourth point I would results would be less favorable,
of loss are greatly magnified. vestmentfleld -&as b®an empha- SupdIv Limitations like to emphasize is the fact that Certainly, it seems clear , that
The rigid restricted area of in- ™oub? t!eem .■J? PP£ ^lmltatlons the basic characteristics of the there would besnp. opportunity to

vestment also lends weight to the constitute an outstanding weak- (3) The third main question I variable annuity plan are more ride through business cycles, in
allegation which emanates from ness of the variable annuity plan, would like to raise is where is akin to specultive objectives than variable annuity investments to
Wall Street and the Mutual Funds. lGQrfffect' tlle variable annuity the supply of stocks coming from lo investment objectives, which the same extent life insurance
The charge is made that the in- as Presently conceived, if to meet any sustained selling of fact has important implications companies now. find possible in
surance agent would not be sell- sold by the life insurance indus- variable annuities by life msur- both as to the investment results their over-all investment pro-l 4. ,,ij ' trv mnQfjtntac nnfVnnrf mnrn nnr 211PP nThic rinnetinn ic ri-P a* a - * j 4 vvouucih
ing variable annuities but would try> constitutes nothing more nor ance agents. This question is of that might be expected and the gram. This canriot help but create
for all practical purposes be less than compulsory collar aver- particular importance in view of tax position of the life insurance great difficulties in achieving fa-
selling common stocks, so that MWV, on a gigantic scale in a the restrictions which would be business. Certainly the important vorable investment results
their sale should be regulated by relatively small list, of our top imposed on common stock pur- sales argument would be that the buying would tend to be

D... ui flifnt. industrial .anH rnihlin utilitv chases hv life rnmnames as f-t-t. _ • n , *, , u

of variable annuities is no more Jial Price "se for certain stocks followedL by American corporar. capital appreciation would follow, markets would prevent full oper-
selling common stocks than the tnat presently are selling on rela- tions, the supply of stocks would Hence, in selling variable annui- ation of the "dollar averaging"
sale of fixed annuities constitutes lively high price-earnings ratios be most limited with respect to ties, capital gains and apprecia- theory since buying of stocks
selling bonds and mortgages. In and lcw yields. Hence, quality- t^e demand thereof. During the tion WOuld be stressed and the would cease if liquidation were
a sense this is true since we are common stocks as a group could Past 20 years American corpora- possibility of losses would be required In fact the impact of
— Mi.-- - ; , honnwn +n tlOnS haVS rellPfl nrimflri V an Jt m. r • . J. C4U1J.CU. -J.U idUl,--me IXIipdCl 01
selling indirectly investments in become over-valued in relation to JMJPJ have relied primarily on played down. Therefore, in the the variable annuity prog

bonds, mortgages and other forms ether forms of investment, and internal sources -(i.e. retained investment process the aim would would be to accelerate both the
of investment. But we are also we might well have the anomaly GafG}"gs and depreciation ac- be proper selection of growth upswing and downswing in the
selling a great deal more. Our °I inflation in tie vehicle wnich cruals)- plus debt securities 0 stocks to achieve capital appre- stock market
products are backed up by invest- was designed to-protect the an- ^aW ® ^°!^q ciation—the income return would Furthermore • if **m<? fn iiA
ment judgment and experience nuity holder against inflation. °*new ,siock financing has be secondary, and would not be that themTaq hJeh fnTfnn
which we utilize in investing However, the variable annuity been, relatively small.For ex- considered. ;ih, relation to returns comna^is^
funds under flexible policies in program apparently would leave ?mple, in the four years 1951-19o4 available on other sources of in- ^ wia+SroWcSffri
a wide alternative range of in- the investment men little choice inclusive, new , money common vestment. I doubt if such a Process --?~pi^"ii^??^|^ ^ ^
vestment fields. One might in- —they would have to keep buy- ff could be termed investment. It pf monev when com^aied
elude bonds, farm and city in§ common stocks as best they than $1 billion per year, and the certainly would not be in accord T^fAtSiai fwS;
mortgages, preferred stocks, com- could so long as the money kept *et in^rea8e b" with Graham and Dodd's defini- ities bv the life insirance3^"
mon stocks! housing, real estate coming in. ; mon eto<* has averaged about tion that "An investment opera-, S"

prowem «m** isrysas
$$ a„d

Fnr pvamnip in hnnri? wp hnvp cf qualified common stocks have stock, etc., whereas the quirements are speculative." 2? "i1'd^writmg b;alanceF01 example, m bonds we have . . , pvfpnt that thpv $1 billion figure represents new between fixed and variable an-
U. S. Government public utility " ° j% to 2% v/hi'e yields money sales alone- As contrasted tj™°iStsto nreJent It we ^U'Hes isabsolutely required; and
railroad, industrial, revenue and '^ailab,e on g00d 'srade senior 40 these figures new money debt !™ f;vu,,,»u T™,!H reXt the individual is "locked in." This
state and municipal bonds. Within cecurities ranee from 4% to 5% Eales averaged about $5% billion ^thli^?n^ranee is a far different operation from
each category we have a wide this fituatTn in the Lte a"d retained earnings about $8 ^ Proposals which would in-
range of choice as to quality. The noes the seller of vari- billion per year. vn ^ a ^^verdn t^Hahle annui volve .the aggressive marketing of
cnmmZes cWe thfJlhWes"!^ abl? annuities then terminate «{? demand side we find ^ bLIlTarket£^or period" p"f th!Jariable annuity ?ontract-
ihpup fipiHc whiph n^nriiipp thp their sale, or does he seek better ^ a^ institutional buying of coni- cxtreme optimism. And even The more speculative variable
hpqt rptum' !!hmpnq,,i wifh yields in lesser^quality common mo" sto^s pension funds, in- ^ough Stocks might tend to be anJiulty approach would also in-best return commensurate with

gtQpjjrg? vestment trusts, mutual^unds, in- va]UPfa a+ hieher level*? for reason*? volve exposing the entire life im-
safety and the life insurance and After all, it -needs to be em- surance companies, etc. has been discussed previously, there would sarance business to a substantialfixed annuity contracts are -u ? j j increasing tremendously in recent .F ^ .... pbnncrp in Ho tov ninfnru ti»0

•.TZr^ArY^Xz.b^L speculation, it.oqe buys a blue -rrr^ / C- u 7: , m had times. Then when stock xias aeveiopeaferent types of investment afcsets. industrial ^tpek on a 30-35 ^ hillion, of which total, life prices ka(j a sustained drop, in- Iron} the concept that the savings
Ri°-id Portfolio times price-earnings multiple and insurafce4 „^omP®Pies dividuals, despite all educational individuals to protect 1 their

t n,o voWpkip omnHipa rm+bn a 1% yield basis,..cme has to wait for only $130 million, or 9%. This effor*;S to the contrary, would farnjhes against the sudden death
+w 2 fbIno nf nn .f'Af 4Ior considerably growth in earn- v°Iuine of institutional purchases to worry about their vari- °f the breadwinner should be en-
li Ji'nl1 n?P . bis ings and dividends to offset ob- represented # almost of the annuities and if the lower couraged as a means of develop-flexibility m the^ selection of in- taining 4^ % "on good quality $2-l billion increase in total com- jevei 0f stock prices persisted inS a self-reliant-society. And so•vestments, and there is complete £eniorinvestments. In other words, niGn sfock outstanding for the they would look for a scapegoat, when these savings (or capital
concentration on one specific (here b no substitute for the represented 150% of the variable pension creation) are carried out throughform of investment to achieve the

exercise of judgment in the deci- & bllllGn ne^money common ^employed bSK am ]i*r iGGurance companies, whoseinvestment objective The invest- sion to gQ ^to|he field of invest- sio£ saIe.s f?r T1954* . +1 told that thethe objective must be safety o^ prin-
Sr inlesfmeT iom ^nlv thl 'ment opposed; to others. One i0^h|Xme of neTZney com- Variable poriio^f th^ retiremeiJt satisfactory return andhis investments from. only tne fjQeg j-^ot iust buy blindly in one volume ot new monej com r>rriararr\ i<? alwiv? madp hv the Ot capital appreciation, there is
very highest grade section of the field 0/investment Tr- ™on at°<* (or?!r;°f employer so as todeduce Impteyee sound ra?son for a more limitedindustrial and public utility com- respective of pf'iPO in relation to importance would seem to be (1) ^jgggHgfaetion in periods of de- *ax on iil® insurance companies,
mon stock list. Moreover, in the. earnings and dividends and : in pn^HaiVa?ia^^ fbo nifminnnp of * cliqing" stock prices, such as was Hence, the variable annuity with
case of /variable annuities, reiation to other forms of invest- capital, i.e« the allowance of cxperience(j jp past jn many Jts more speculative emphasis,
changes in market value of the ment. interest as a deduction in arriving S certainly would seem to expose
stock investments affect directly Now on the subject of common at taxable income, whereas there lifrinsurancrcomua- the life insurance business to the
the return paid. the annuitant » ^parab e ahc^ce for threat of higher taxes,whereas changes in market value f0mDanie*: 1 am not areuins that dividends;, (z; tne advantage ot
of the diversified invested assets it is impossibleTor the investment dtv"panhAI1 "fn woVmw to Now unlike CREF where the Foreign Experiencebacking the fixed annuities do not staff of a life insurance company 'f.holder of the variable annuity is (5) The last point I wish to
nntPPd TfrthprnsaTp Of varlablp to do a good he;point is that dh°Ph 4)uld resuit in a depletion "locked in," other proposed plans make is that in talking, about ex-anteed. Tf the sale of variable to do a good- job in common provide for either cash surrender pecteil future inflation in the U. S.
annmties is not a sale of common stock investmen^it is necessary to rnn<?1*dprai!ip nar+ np 9nv addi payments over a minimum period and making comparisons withstocks it is at least the sale of a consider such specialized . invest- tirn il dfvidends would be taxod of three years or for immediate runaway types of, inflation ex-participation m a common stock ment only as a part of the whole ^^rv in^Pa^^ cash surrender payments. Thus, in perienced by some EuropeaniuncL investment program where there ^f„iiv ^vilablp for rpin periods of lower stock prices and countries the proponents of vari-
The area in the common stock is the continuous weighing of one " t iu Lw rnmmnn stnVk business uncertainty, there un- able annuities fail to recognize

list would» be further restricted alternative investment against the . ;1'fhp dPWP fn avnid doubtedly would.be increased de- that common stocks did not prove
by another important considera- other and the consequent develop- ° rmrmnn' tfnek parninos mands for cash surrender pay- to be particularly good inflation
tion. The amount that could be ment of a diversified and balanced

kWp ahd\fnHn«* rnntrnl merits. Therefore, the variable an- hedges in these European coun-
investecl in any one company portfolio. To devise a contract like 1 n„ (Hp other hftnd it is obvious nuity plan, unlike the life insur- tries. The best types of inflation
would be restricted to a very small the variable annuity which per- .. , rhonur in 'thp Fedpr il ance business to date, would ne- hedges proved to be non-income
percentage by (1) legal restric- mits of only one type of invest- :n t structure which would cessitate liquidity in the invest- producing investments such as art
tions and (2) the necessity for ment "come hell or high water," . , , advantage of debt men! program, since in periods of treasures, precious metals and
avoiding t':e appearance of con- is asking for trouble, and asking , rp*?u!t in i «?ubstanticllv in- business recession and weak jewelry, and certain types of real
trolling corporations. This latter investment people to do the im- p „pd vollJrnp 0f r.0mmOn stock stock markets cash outgo con- estates and natural resources. On
point, t'-e question of control, has possible. The New York Insurance finanpir,^ Sn 1n0 roi,ifi a chanee ceivably could exceed cash in- the other hand, many corporations
enormous social, economic and Law presently permits common . d1vidpnd DOiicv kv cornoratc come. However, since the assets got caught in sales-inventory
political implications which would stock investment up to the lesser mana^ementq hieher divi^ behind the variable annuity con- price squeezes and went into re¬
take far more time than I have of 3% of assets, or of surplus, . , Savours necessitating greater tract would be solely common organization before any real sta-
today to discuss. However, it is and to my knowledge no New reliance on 'thp sate of new com_ stocks,'this would entail liquida- bilization of prices occurred. Thus,
one consideration that deserves York company is presently ap-

mQn issues to raise new tion of common stocks in falling the stockholders were wiped out
serious attention in any decision proaching this limit. If the pro- if j However no such tenden- markets. The losses in a liquida- and the bondholders became the
on the propriety of the sale of ponents of the Variable annuity • ' nreciA-nt tion process involving only com- new stockholders. Actually, study
variable annuities by life insur- feel so strongly about what they cies are apparent on tne p se^ gtocks could not hgjp but be 0f European inflation experience
ance companies. ? caIl the non-flationary arguments horizon and it would seem only mucb greater than the losses in- emphasis that there is no really
Since investments in this lim- for common stock investment, prudent to emphasize the present curred in the liquidation of U. S. good inflation hedge, particularly

ited list of stocks will be re- should they not first expand their trend in the supply-demand rela- Government securities and cer- for those dependent on income,
stricted to a relatively small per- investment in this field through tionship for common stocks before tai" ^"fhet types of unsegregated teat tee
centage of the outstanding stock ■ , , , , . , assets presently held by life in- income class was wiped out witn
of each company, the question fron! door for the benefit of unleashing aggressive agency sales surance companies. So despite a the collapse of the currency sys-
arises, what happens when one of all policyholders? Certainly that forces to sell in effect common much greater need for liquidity, tem.
the larger sellers of variable an- procedure is far less dangerous stocks by means of variable an- the variable annunity plan would _ #

nuities fills up on the available than devising a new contract like nuities, on the premise that a he substantially less liquid in its Eliminate Causes o Inflation
list? Does he stop selling annui- . . ,. n „r?n investment program and to the Moreover, m making compari-
ties, or does he move down the the vanable annuity which is in common investment program will extent that these increased liquid- ons with nmstway types of infla-
scale'in quality in his common direct conflict with the primary automatically protect an mdi- ity demands were offset by the. a ™ U1 ^
stock investments? purpose of the life insurance dom- vidual from inflation. holding of short term U. S. Gov- Continued Oil page oU
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Continued from page 79 Continued from page 20

Variable Annuities Case
Based on False Premises

President Submits Economic

Report to Congress
tion in European countries, the
proponents of variable annuities
are treading on explosive ground.
For example, in the hearings be¬
fore the NAIC Committee on vari¬
able annuities, one of the leading
proponents pointed out that run¬
away inflation in European coun¬
tries had weakened tremendously
the confidence of the people in
life insurance contracts and life
insurance companies. On the basis
of that example, the witness than
went on to argue that a solution
to the problem of a rising price
level or inflation, must be found,
or as a consequence the life in¬
surance companies in the U. S.
face the same loss of esteem and
financial standing. Aside from the
fact that life insurance ownership*
in Europe has never attained any¬
thing close to that in the U. S.,
I submit that the way to face the
problem is to get at the causes
and prevent inflation. After all,
one does not eliminate small-pox
by superficially treating the spots,
but rather by seeking out the
causes and eliminating them. The
sale of variable annuities to offset
inflation most certainly can be
compared to treating the spots of
the small-pox disease. Moreover,
there would be the even greater
danger that the "patient would be
lost.

Now, of course, in all fairness it
should be pointed out that the
proponents of the variable annuity
argue that the contract is not
based on the idea that further in¬
flation is inevitable. To quote
lrom a pamphlet of one of the
proponents, "There is good rea¬
son to believe that in a growing
economy such as ours, with new

products, new businesses, more

jobs and improvement in the gen¬
eral standard of living, the returns
on a variable annuity contract
would increase even without in¬
flation. Furthermore, it would
seem just as wise to try to pro¬
ject your retirement income
against inflation as it is to insure
your house against the risk of
fire—even though you do not ex¬
pect either 16 occur."
In answer to this argument let

me quote the words of Dr. Heinz
Luedicke, editor of "The Journal
of Commerce," who lived through
a good part of the inflation in
Europe:
"The argument has been made

that the primary purpose of the
variable annuity is not to serve
as an inflation hedge, but rather
as a method to participate in the
growth of the country over rela¬
tively long periods. Any insur¬
ance company that goes into what
actually is the mutual fund busi¬
ness for this reason may quickly
find out that it is destroying the
very foundation of its own busi¬
ness. It may not become aware of
this right away, but it will in ef¬
fect advertise the fact that it no

longer believes in its own product
of guaranteed dollar contracts.
The issue involved here is pri¬
marily a moral issue. There can¬

not be any economic organization
without confidence; confidence in
the soundness of a currency; con¬
fidence in the reward for saving.
You cannot trade this principal
for expediency. I want to see tjie
Insurance companies in the front
line in the fight against inflation,
together with savings banks and
other financial institutions. The
Issue involved here is not to find
an offset against inflation, but to
fight -inflation before it gets to
be a habit. The people in Europe
learned the hard way that there
is no such thing as a little infla¬
tion. Lacking the painful experi¬
ences of the Europeans the fight
can be won here if there is a

growing recognition of the true

vested interest of most people in
a sound currency. This vested in¬
terest is developing with the in¬
crease in Social Security, pensions,
savings and very largely life in¬
surance. We are not anywhere
near the point of full recognition
as yet; largely because too many
of our people are paying off mort¬
gages. But the time to fight and
win this battle is now—and not
after a runaway inflation when
we'll have to pick up the pieces."

Imagine, if you will, the aver¬
age policyholder's reaction to the
announcement that life insurance

companies are selling variable an¬
nuities as a hedge against infla¬
tion. His first thought might be
"I have* heard people make the
statement before that common

stocks are a hedge against infla¬
tion, but now that the life insur¬
ance companies have devised a
contract which utilizes this pre¬

mise, it must be true." Is there not
a strong doubt as to the propriety
of life insurance companies advo¬
cating the sale of a contract based
on a premise, the truth of which '
has yet to be proved? Moreover,
let us conjecture on what that
policyholder's second thought
might be. It would undoubtedly
run in this vein. Just how good
are my present life insurance con¬
tracts? How will my family fare
if the purchasing power proceeds
of my life insurance were cut way
down by inflation? Why should I
buy any more life insurance? Per¬
haps, since common stocks are a
hedge against inflation, I should
ask my life insurance company to
sell me a variable life insurance

policy. One of the main protago¬
nists for the sale of variable an¬

nuities gives as a major reason
for advocating such sale, the need
to meet the public demand for
such a contract. Would this in
turn mean the advocacy of the
sale of a purchasing power life
insurance policy to meet the de¬
mand of our Mr. Average Policy¬
holder?

Over the past fifty years the
life insurance companies have
grown in size to where they play
a role of considerable importance
in the functioning of our economy.
This growth is a reflection of the
efforts of insurance agents in sell¬
ing a product they believe in—
and thus getting the public to be¬
lieve in it too. The principal busi-
nes of life insurance companies
today is still the sale of life in¬
surance protection. Our ability to
sell such protection in the future
depends on the continued confi¬
dence of the public in our product,
which depends in turn on the
soundness of our currency. In
meeting the social and economic
obligations which necessarily are

imposed on the life insurance in¬

dustry because of its importance,
in the economy, let us close ranks
and continue and intensify our

"front lines" fight against infla¬
tion, regardless of political ex¬

pediency.

Certainly an effective fight to
prevent inflation is the life in¬

surance industry's answer to the

problem of a pattern,| of rising
prices rather than a tacit accept¬
ance of the theory of the inevit¬
ability of inflation by sponsoring
a device designed to off-set its

consequences.

Eugene P. Barry
Eugene P. Barry, partner in

Shields & Company, New York

City, Passed away at the age of 52
on Jan. 21. Mr. Barry had been
associated with the firm since 1927.

lution in American agriculture,
changing domestic demands for
farm products, the expansion of
agricultural production abroad,
and the repeated extension of
war-time price-support levels long
after the end of World War II.

Moderate Changes Urged

Many parts of our agricultural
policy are working well and re¬

quire only moderate changes.
Together with the nine-point pro¬
gram built around the soil bank
put forward in the recent message
on agriculture, they constitute a

many-sided attack on the ills that
beset agriculture.
There is no easy cure for per¬

sisting surplus conditions. The
programs now recommended, if
framed wisely and adopted
promptly, will promote the wel¬
fare of farmers and the nation.

The basic cause of low incomes
is low productivity, irregular em¬
ployment, or both. The govern¬
ment can do a great deal to help
people who have been left behind
in the onrush of progress by
undertaking special programs for
raising their productivity.
One of the largest groups of

low-income families is in rural

areas, mostly on farms too small
for efficient operation. The rural
development program is a soundly
conceived approach to helping
these farm families raise their

productivity and thereby improve
their economic status. Legislation
is needed which will permit the
program to be expanded in line
with recommendations made last

year.

I Area Assistance Program

To cope with chronic "unem¬
ployment which has persisted in
some communities, despite the
attainment of practically full em¬
ployment in the nation at large, a
new area assistance program is
recommended.

Vocational rehabilitation, wid¬
ened coverage of the Federal old-
age and survivors insurance pro¬

gram, and housing needs of older
people are fields in which ad¬
vances should be made.

Relatively few people are as yet
protected by insurance against
catastrophic illness. The pooling of
risks by private carriers, or if need
be through a Federal program,
would help meet this problem.
A joint Federal-State program

for indemnifying flood victims on
losses to real property, business
inventories, and houshold effects
should be authorized.

Lasting prosperity of the na¬
tion depends far more on what
individuals do for themselves than
on what the Federal Government
does or can do for them. The
rate of our economic advance in
the years ahead will depend
largely on our ability as a people
to preserve an environment that
rewards individual initiative and

encourages enterprise, innovation,
and investment.■' •

Government can contribute to
the strengthening of competitive
enterprise through monetary,
fiscal, and housekeeping policies
that promote high and rising
levels of economic activity; by
helping small and medium-sized
business overcome impediments
to their expansion, and by vigor¬
ous measures for preventing
monopolistic practices and com¬

binations.

For the present fiscal year a
balanced budget is in prospect.
Oace a budgetary surplus comes

definitely into sight and economic
conditions continue to be favor¬

able, we . should begin reducing
our huge public debt. Such an act
of fiscal integrity would signify
with unmistakable clarity that our

democracy is capable of self-
discipline.

School Construction

To help meet the pressing need
for more schoolrooms, the Con¬
gress is urged to authorize a pro¬
gram of Federal aid for school
construction which, over a five-
year period, could be expected to
stimulate the states and localities
to sufficiently greater efforts to
remove the accumulated shortages.
The country urgently needs a

modernized interstate highway
system to relieve existing conges¬

tion, to provide for the expected
growth of motor vehicle traffic,
to strengthen the nation's defenses,
to reduce the toll of human life
exacted each year in highway
accidents, and to promote eco¬
nomic development.
The development of consumer

instalment credit has been highly
beneficial to our economy. How¬
ever, it sometimes accentuates
movements in the buying of con¬
sumer durable goods. Although
present conditions do not call for
the use of any authority to
regulate the terms of instalment

credit, this is a good time for the
Congress and the Executive
Branch to study the problem.
Sound policies to promote the

expansion of the international
flow of goods, capital, enterprise,
and technology will powerfully
advance our national security and
economic welfare, and help to
build a stronger and more unified
community of free nations.
Early passage of legislation

authorizing membership of the
United States in the Organization
for Trade Cooperation and pro¬

viding for further customs simpli¬
fication is of high importance.
Foresight has helped our na¬

tion make great strides in recent
years toward a balanced and sus¬
tained prosperity. We have suc¬

ceeded in expanding the scope of
free enterprise, and yet increased
jthe sense of security that people
need> ina highly; industrialized
age.
Taking recent developments all

together, it is reasonable to ex¬
pect that high levels of produc¬
tion, employment, and income will
be broadly Sustained during the
coming year, and that underlying
conditions will remain favorable
to further economic growth. " r
> Great opportunities £ lie ahead
for American businessmen, con¬

sumers, workers, farmers, and in¬
vestors. The recommendations of
this report should be helpful in
the realization ; of these - oppor¬
tunities. "

Continued from page 17

Business and Bond Price Prospects
Gloomy business forecasts, predic¬
tions of a big crack in the stock
market, political uncertainties,
rumors of frightened businessmen
drawing in their horns — things
like this might possibly shake the
confidence of the people. I don't
think it likely. To me it is hardly
conceivable that in these days we
could talk ourselves into a serious
recession. I mention it just to
show that I have thought of it.
So if during this year we shall

be still pretty close to productive
capacity ceilings, it follows that
neither the Administration nor an

independent Federal Reserve Sys¬
tem can countenance a significant
easing of credit conditions. Mak¬
ing money cheap and freely avail¬
able, in such circumstances, could
result only in pushing prices up.
The basic justification for the in¬
dependence of the Federal Re¬
serve System lies in doing its
level best at all times to promote
prosperity without price inflation.
And the Administration has
talked too much about a "sound
dollar" of unvarying purchasing
power to do otherwise.

Borrowing Supply-Demand

But there is one point still to
be made, and on this point rests
the possibility of somewhat higher
bond prices and somewhat lower
interest rates later in the year.

I mentioned earlier that the

economy in 1955 got a big boost,
not only from a big jump in dis¬
posable income, but also from a

big increase in consumer and
mortgage debt: It seems unlikely
that either disposable income or
personal debt is going to show
such big increases this year. If
they do not, then consumption ex¬
penditures are not going to shoot,
up so rapidly either, and that is a

major reason why total Gross
National Product will show a

smaller growth. That means that
the total demand for credit may
be less this year than in 1955.
There is some prospect that the
proportion of disposable income
going into savings may be some¬
what greater, even if it represents
only larger amortization and pay¬
offs of existing debt rather than
liquid saving. As a friend of mine
put it, it takes less money to
finance prosperity than it does to
finaifce a boom.

Thus the gap between saving

and investment may be narrowed,
and that would mean considerably
less pressure upward on interest
rates. There would be less de¬
mand for borrowing from com¬
mercial banks, a smaller growth
in bank loans, and hence less rea¬
son for the Federal Reserve Sys¬
tem to follow credit policies as
restrictive as those of last year.
Though we still may be bumping
against capacity production ceil¬
ings, we may not be bumping
quite so hard, and upward pres¬
sure on prices may be less. A
growth in GNP of 4% may be
considered normal against the re¬
cent average growth rate of the
country, though more than the 3%
long-term rate, and it is little
more than half the 7% rate of
growth experienced in 1955. The
Reserve System, therefore, may
be willing to countenance a

growth in money supply of as
much as 4%, which would be
about double that of last year.

The point I want to make can
be boiled down like this: The 7%
growth in the economy last year
was accompanied by a demand
for money and a stringency: in
credit markets with which we are

all familiar. A growth rate around
half that size has to be thought
of, it seems to me, as measurably
easing the pressures on interest
rates.' Savings plus the growth in
money supply which the Reserve
System will consider tolerable
may equal of more than equal
the demand for borrowed funds of
all kinds, and thus we may have

, rough: stability or a slight easing
of interest rates (and improve¬
ment in bond prices) at some time
during the present year.
I cannot at present see any

probability of such a slackening—
probably not until some time in
the second or- third quarter—and
hence no easing in restrictive
credit policies. * And I will con¬
fess that I am somewhat disturbed
by the gyrations in, the bond mar¬
ket lately, because I can see at
present no sound justification for
them. Such movements, based on
speculation about the indefinite
future, are dangerous, and are
bound to produce loses for some
of those who indulge in them.

Summing-Up
I have talked quite a lot, but I

think I can sum up rather briefly

I
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the main points of what I have
tried to say.

Business activity in general is
going to continue upward, but not
nearly at the same pace as last
year. It is possible that some peo¬
ple will take this slower progress
as being equivalent to a down¬
turn, and that we may talk our¬
selves into a recession. I don't
think that very likely.
But a slower growth requires

less money to finance it. Hence
the possibility that, when demand
for funds comes closer into bal¬
ance with supply, when pressure
on productive capacity and on
prices eases somewhat, Federal
Reserve policy will become less
restrictive and bond prices will
have a sound reason for going up.
It doesn't seem to me likely that
this can happen before the second
quarter, and because it is so iffy
I would not speculate upon it.

Nevertheless, it is certain that
the powerful upward pressure on
interest rates last year will not
be present this year. So, apart
from speculative gyrations, and
unless a new inflationary spurt is
touched off, I look forward to a

fair stability in bond prices, and
even to the possibility of some
rise later in the year. .. , -

Los Angeles Exch.
Elects F. E. Naley

LOS ANGELES, Calif.—Frank
. Naley, General Partner of E.
, Hutton & Co., has been elected
hairman of the governing board
of the Los

Angeles Stock

Exchange.
He succeeds

Emerson
B. Morgan,
senior partner
of Morgan &
Co., who
served as

Board Chair-
ma n from
1954 through
1955.

Newly
elected to
hree year

terms on the

jjoverning board were Leo B.
abich, President, Hill Richards
Co.; Horace E. Martin, Partner,
aniel Reeves & Co.; and Sidney
. Knobloch & Crowell, Weedon
Co.

The election of the new Chair-
an and governors took place at
he Exchange's annual members
eeting this week.

Mr. Naley has been associated
vith E. F. Hutton & Co. since 1920.
Te steadily advanced in position,
ecoming auditor in 1927, General
artner in 1948.

During the period 1952 through
954, Mr. Naley was on the gov-
rning board of the Los Angeles
tock Exchange, being Vice-
hairman in 1953 and 1954. He
Iso has served on various ex-

•hange committees for the past
5 years.

Leo B. Babich, a native of Pet-
ne, New Zealand, entered the se¬

curities industry in 1929 in San
rancisco. Before joining Hill
ichards & Co. in 1938, he was

anager of the municipal depart-
ent of Schwabacher & Co., Los
ngeles.
Horace E. Martin, a graduate of
tanford University, was Vice-
hairman of the exchange's gov-

rning board in 1947. He has been

ssociated with Daniel Reeves &

o., since 1949.

Sidney C. Knobloch, of Temple
ity, Calif., joined Crowell,;
eedon & Co. in 1951. Before

hat he served as floor clerk on

e Los Angeles Stock Exchange
taff for five years. He is also on

e board of the El Monte-L. A.

irport. , ■ .

Doubling of Electric Power Use Seen in Decade Illinois Stale Toll Highway Commission Receives
CompleHng; Largest Pnblic Offering

..i.( m.i

jwatt i. »« «» » ■ of Toll Highway Bonds

Don G. Mitchell

Frank E. Naley

Both the nation's use of elec¬

tricity and the output of electric
products will double over the next
10 years, according to Don G.
Mitchell, Chairman and President

of Sylvania
Electric Prod¬

ucts Inc.

Consumption
will double by
1965, reaching
a trillion kilo¬
watt - hours

annually," he
predicted.
"Much of this

enormous in¬

crease in con¬

sumption will
come from in¬
dustrial ex¬

pansion, in
which the

West Coast will lead any other
section of the country in its rate
of development." • •

Commenting on the nation's fu¬
ture in atomic power, the Sylvania
official said: "Progress in the
generation of electric power by
atomic energy will be gradual for
the next several years because of
both financial and technical prob¬
lems, but atomic power applica¬
tions will increase steadily. By 25
years from now, more than half
the plants then building will be
nuclear powered."
The electrical-electronic manu¬

facturing industry probably will
double its output over the next
decade, according ,to Mr. Mitchell.
Immediately after World War II,
he explained, the electrical-elec-
.tronics industry constituted a $6
billion business annually, "but I
shall not be surprised to see its
total in 1956 reach approximately
$19 billion, in contrast to $17.4
billion last year. Ten years from
now, total volume should be near¬

ly double the 1956 volume."
He cited as local examples of

this steady growth the recent
start of a large addition to Sylva-
nia's television picture tube plant
at Fullerton, Calif., and a new
Los Angeles warehouse and sales
office building, now under con¬

struction.

Commenting on the predicted
great expansion in the generation
and use of electric power, Mr.
Mitchell said it is probable that
the privately owned electric util¬
ities will spend $3 billion a year
for the next 10 years for expan¬
sion. In recent years, the expan¬
sion rate has resulted in the ex¬

penditure of about $2.5 billion a

year. He praised Southern Cali¬
fornia Edison and Pacific Gas &
Electric for their pioneering in
expanding electric service.
"This expansion of the electric

utilities will anticipate the rapid¬
ly growing demand for electric
power in every segment of the
economy," Sylvania's Chairman-
President stated. "There is not a

single area in which the demand
for power will not grow phenom¬
enally, especially on the West
Coast."
The growth of all industry over

the next 10 years will be an im¬
portant factor in the expansion of
the electric generating and manu¬

facturing industries, he said, es¬

pecially in the expanded use of
production machines, not only to
meet public demand for products,
but also to meet a labor shortage.
"In the home," according to Mr.

Mitchell, "we expect a continuing
sharp expansion in the use of

electricity for all purposes—light¬
ing, heating, cooking, entertain¬
ment. This increased demand will
arise not only from the many new

homes, but also from the expand¬
ing use of electricity in existing
homes."
He pointed to the expected

strong growth in the use of tele¬

vision, lighting, electrical and
electronic computing equipment,

medical equipment such as x-ray
devices, control devices for home
and industry, air conditioning, and
refrigeration. Mr. Mitchell also
mentioned such developments as
the trend toward softer lighting,
"area" lighting, wall television
screens; home intercommunication
systems, and other developments.
Estimating that lighting alone

accounts for about 30% of all elec¬
tric power used today, Mr. Mit¬
chell said the average home, office
building, and other building areas
should be 40% better lighted than
they are.

"If all our buildings were

brought up to advisable lighting"
levels immediately," he said,' "it
would increase the consumption
of electric power in this country
over the 1955 rate by nearly 9%.
Because of the many benefits to
be derived from better lighting, it
is certain that lighting will be im¬
proved in both our present and
future homes, with the result that
better lighting alone will account
for a substantial increase in the
lower demand."

In discussing atomic power, the
Sylvania chief executive estimated
that by 1960, one-half of 1% of
the country's total generating
capacity will be nuclear powered,
and by 1970, 5% of all generating
capacity will be nuclear powered.
In 1980, he said, although only

17% of the generating capacity
will be nuclear powered,—repre¬
senting a probable investment of
$14 billion—well over 50% of the*
power plants built during that
year will be atomic powered.

Describing Sylvania's work in
the atomic energy fields, Mr. Mit¬
chell said the company is engaged
in the development of new and
better fuels for atomic reactors

including power plants, reactor
materials and components, and
cheaper, more efficient means of
separating and recovering spent
fuels.

By 1975, the production of
atomic fuels and related activities
will exceed $500 million a year,
and by 1985 "will be measured in
the billions of dollars," Mr. Mit¬
chell said.

Old Empire Stock
Offered at $1 a Sh.

Vickers Brothers, of New York
City, are offering publicly 300,000
shares of common stock (par 10
cents) of Old Empire, Inc. at $1
per share on a best-efforts basis.

The net proceeds are to be used
to redeem $17,800 of preferred
stock; to purchase additional ma¬
chinery and inventory; and for
working capital and other gen¬
eral corporate purposes.

Giving effect to the present fi¬
nancing there will be outstanding
613,880 shares out of 900,000 shares
authorized.

The company was formed under
the laws of the State of New Jer¬

sey in February, 1954, and is the
outgrowth of a partnership formed
in 1939. The company is a na¬

tionally-known manufacturer and
packager of chemical specialties.
The company's plant and gen¬

eral offices are located at 865
Mount Prospect Ave., Newark, N.J.
The principal categories of prod¬

ucts completely manufactured and
packaged by Old Empire, Inc. are
toilet preparations, light pharma¬
ceutical household and chemical

specialties, and industrial special¬
ties. Among the products are per¬

fumes, colognes, powders, sham¬
poos, hair preparations, shave
preparations, lipsticks, hand
creams, bath preparations, tooth¬
pastes, mouth washes, ointments,
silver cleaners, wax and floor
polishes, and adhesives.

From Left to Right: John F. Fenne-ly, partner, Glore, Forgan
& Co.; Walter L. Darfler, Vice-President, Halsey, Stuart & Co.;
James J. Jamieson, partner, Glore, Forgan & Co.; William Wood
Prince, member, Illinois State Toll Highway Commission; Edwin
A. Rosenstone, Illinois State Director of Public Works and ex-

officio member of the Commission; Orville J. Taylor, Secretary of
the Commission, and Evan Howell, Chairman of the Commission.
The final meeting took place at the office of The Continental Illi¬
nois National Bank & Trust Company of Chicago.

Silvray Lighting
Common Stock at $3

Milton D. Blauner & Co., Inc. of
New York City heads an under¬
writing group offering 210,000
shares of Silvray Lighting Inc.
common stock at a price of $3 per
share. Of the 210,000 shares of
stock being offered, 75,000 shares
are being sold on behalf of the
company and 135,000 shares on
behalf of certain selling stock¬
holders.

Net proceeds to be realized by
the company from the sale of its
75,000 shares of common stock will
be added to working capital, to
be used for general corporate pur¬

poses.

Silvray Lighting, Inc. was in¬
corporated in September, 1929,
and is engaged primarily in the
processing of incandescent lamps
with a mirror silver coating by
means of the "Silvray" process
and the manufacture of incandes¬
cent lighting fixtures for commer¬
cial, industrial and home use, and
to a lesser extent, the manufac¬
ture of fluorescent lighting fix¬
tures for commercial, industrial
and home use. The company is
one of the few in this country
with highly specialized processing
facilities for applying a pure sil¬
ver mirror application to the in¬
candescent lamp. To the company's
knowledge, it is the only one in
the field of outside silvered-bowl

incandescent illumination in the

country. The 'company's general
offices and plant are located in
Bound Brook, N. J., 31 miles from
New York City.
For the nine months ended Sept.

30, 1955, Silvray Lighting, Inc.
had net sales of $1,688,028 and net

profit of $206,851, equal to $.331
cents per common share. These

figures compared with net sales
of $1,360,598 and net profit of

$113,953, or $.182 per common

share in the corresponding period

of 1954.

Also participating in the offer¬

ing are—Hallowell, Sulzberger &
Co.: Talmage & Co.; and Glicken-
haus & Lembo.

Frank Stave

Frank Slave Partner
in Drachma & Go.

Frank Stave has .been admitted
to partnership in Drachman &

Company, 570 Seventh Avenue,
New York

City, members
of the New

York Stock

Exchange. Mr.
Stave has
beenPresident

of the United

Savings &
Loan Associa¬

tion of Pater-

son, N. J. since
i t s formation
in 1951. He

had operated
his own raw

silk business

previously i n
New York City for over 25 years.
Mr. Stave's admission to the firm
was previously reported in the
"Chronicle" of Jan. 5.

With Allen Inv. Co.
(Special to The Financial C;iionicle>

BOULDER, Colo.—Willard E.
Forman has been added to the

staff of Allen Investment Com¬

pany, 1334 Pearl Street.

Columbia Sees. Add
(Special to The Financial C'ihonicle)

DENVER, Colo.—Mike J. Ver-
zuh is now associated with Colum¬

bia Securities Company, Incor¬

porated, Equitable Builuing.

Joins FIF Management
(Special to The Financial CHroNicLE)

DENVER, Colo.—Alva C. Loney
is now connected with FIF Man¬

agement Corp., 444 Sherman
Street.

Joins Marshall Co.
(Special to The Financial Chronicle)

MILWAUKEE, Wis.—Robert S.
Lord has joined the staff of the
Marshall Company, 765 North
Water Street. Mr. Lord was

formerly with Paine, Webber,
Jackson & Curtis.
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The Impact of Atomic Energy
On the Oil and Gas Indnstiy

News About Banks and Bankets

wish to equip its planes with re¬
actor power plants.
What of the railroads? Will we

some day see nuclear propulsion
of trains? There are some who
think we will. I, for one, think
we will not. I say this, not be¬
cause there is any reason why a
nuclear power plant cannot be
developed .which will fit into an

engine and pull a string of cars—
if you can put one in a submarine,
you can obviously put one on
some kind of a mobile platform
which will operate on rails—but
again, I think that the problem
of radiation will come up to haunt
us, as well as the problem of cost.
There is no particular incentive
to secure unlimited range in a
railroad engine as there is in the
case of the military submarine or
the military aircraft. Trains must
stop frequently and in populated
areas. A railroad station is al¬
most synonymous with a crowd,
and an accident involving a nu¬

clear-propelled engine would pre¬
sent extremely nasty contamina¬
tion. '

Turning to costs for a moment,
the railroads would have to com¬

pletely re-equip their rights of
way with special crews and heav¬
ily shielded facilities to load the
reactors into the engines and un¬

load the reactor cores containing
the spent fuel elements. This
would require very extensive
facilities.

Again we come back to the
question, "Why put one in an

engine?" The chances are that it
will cost considerably more than
coal or oil, and that it will pre¬
sent so many radiation problems
that the railroads would regret
the day they ever t entered the
business. ' '

And what of trucks and auto¬
mobiles? Will they some day
be propelled by nuclear power
plants? I, for one, think not.
Present fuels are quite adequate
for this purpose. Reactors are

necessarily bulky. They require
heavy shielding and they involve
many dollars. They are not going
to get down to the size of a gas
tank, and as for the radiation

problems which would be pre¬
sented along our highways, I hate
to contemplate them.

Another comforting thing to
anyone in the oil and gas indus¬
try arises from the tremendous
growth in the power demand in
the years ahead. World popula¬
tion today is a little less than
2Vz billion. By 1975, it will be
approximately, ,3 billion, and by
the end of the century, 3 billion
700 million. The demand for
energy, grows even faster than
population. The energy demand
in 1975 will be nearly double that
of 1950. In fact, the President's
Materials Policy Commission pre¬
dicted that America's electrical
energy output in 1975 would be
more than triple that of 1950. That
same Commission predicted that
by 1975 Americans would need
5 billion barrels of oil for every
2% billion they consumed in 1950,
and world-wide, one authority
has estimated that we may need
40 million barrels a day in 1975,
in contrast to 14 million a day in
1950. As R. G. Follis, Chairman
of the Board of Standard of Cali¬
fornia, predicts: "To meet the
energy demand, conventional fuel
output will have to rise swifty,
and we will still need the help of
the atom."
I have found no one in the oil

industry today who fears the
atom's encroachment. They look
upon it, rather, as a necessary
supplement to present-day fuels.
Something could come along, of
course, to change this picture. You

read, this summer, accounts of the
Geneva Conference on Atomic
Energy, and the statements made
there that within 20 years, it is
possible that the scientists will
master the control of the thermo¬
nuclear, or fusion, reaction, thus
reproducing on earth the reac¬
tions which take place in the sun.
This is a possibility. It is far from
a probability. But even should it
come, its impact on oil and gas
would only be felt in that rather
small percentage of your product
which today goes for power gen¬
eration. You are not going to have
a thermonuclear power plant on a

ship or a plane, much less in the
home and automobile.

I probably should make brief
reference to the fact that the
atom, as of today, is assisting the
oil industry more than it is com¬

peting with it. Rather extensive
research work is being carried on

by several of the oil refining com¬
panies into studying the effects of
radiation on the molecules of
petroleum. Out of this may come
some significant changes in the
refining process.

Oil well "logging" is helping
greatly to take the guesswork and
the risk out of oil production and
exploration, and the applications
of nuclear science are increasing¬
ly important to the well logger.
Low levels of natural radioactiv¬

ity provide a valuable means for
identifying many of the strata in
the earth's crust. From his gamma
measurements, the logger deter¬
mines the oil and water content

and, hence, the porosity of oil-
bearing strata.
You are all familiar with the

use of radioisotopes in the study
of "flow" problems, and the use
which is today being made to tag
liquids in pipelines by introducing
isotopes into the pipes themselves.
Virtually all of the large oil com¬
panies today have sizable tech¬
nical teams studying the scientific
relationship between oil and the
atom. In engine test laboratories,
the amount of wear for moving
parts, such as piston rings, is now
determined in a small fraction of
the time formerly required. This
is done by irradiating the parts to
be studied, and measuring, only
after a brief test run, the radio¬
activity of the lubricating oil in
which the worn-off metal col¬
lects. Many other illustrations
might be given of the atom's con¬

tribution, even today, to the oil
industry. Certainly, one can sum¬
marize, by saying it's helped more
than it's hurt. ,

In summary, it would seem that
the industry has little to fear
from the atom—that in the field
of central station power, perhaps
10 to 15%, at the most, will be
supplied by atomic energy in 1975
—that in the foreseeable future,
in the field of transportation, nu¬
clear power has its first appeal
to the military—both at sea and
in the air. It has some prospect
of being useful in the commercial
field for surface vessels although
the costs presently seem to make
this application commercially un¬
wise. As for the railroads, the
incentive for unlimited range is
not present, and the dangers of
radiation are great. And as for
our highways, forget it. .

In short, my advice would be to
enjoy this Florida sunshine as

long as you can, and look for

bigger and better profits in 1956.

James J. Ryan
■ James J. Ryan, partner in Halle
& Stieglitz, New York City,
passed away at the age of 71 fol¬
lowing a long illness.

Board. John E. Lockwood suc¬

ceeds Mr. Prezzano as Chairman
of the Executive Committee. All
other officers of the bank were

re-elected by the Board.
'

* * * ;' y-. ■

The shareholders of the First
National Bank of Jersey City,
N. J., have approved the bank's
second stock dividend which will
be paid on Jan. 25, to holders of
record on Jan. 10, 1956. Each
shareholder will receive slightly
less than three new shares for

each 100 shares held. Coincident

with the payment of this stock
dividend, the bank's capital and
surplus will each be increased to
$3,150,000 and the shares out¬
standing to 126,000. Shareholders
also approved an amendment to
the bank's pension plan which
will result in liberalizing benefits
for all eligible employees upon re¬
tirement. As noted in our issue
of Dec. 1, page 2326, the plans
had been recommended .by the
directors of the bank.

It is also announced that the
shareholders of the First National
Bank of Jersey City, have eliected
as directors of the bank LaVerne
W. Hench, President and Treas¬
urer of American Oxygen Service
Corp. of Harrison; Harry B. Bat-
chelder, the bank's Executive
Vice-President and Edward N.

Dean, its Vice-President and
Cashier. Mr. Batchelder directs
the bank's loan program. Mr.
Dean was previously associated
with the National City Bank of
New York.

* « *

At the annual meeting of the
shareholders of The First National
Bank of Toms River, N. J., on

Jan. 10, the shareholders voted
approval of the proposal to in¬
crease the common capital stock
of the bank by $30,000 as repre¬
sented by 3,000 shares of $10 par
value and to pay a stock dividend
of one share for each 28 shares
on Jan. 3.1, to shareholders of
record Jan. 10. They further voted
to

, increase the common capital
stock by $30,000 to be represented
by 3,000 shares of $10 par value,
which shares are to be offered at

$60 a share on March 15, to share¬
holders of record March 2, on a
basis of one share for each 29
shares held and payment there¬
fore must be made on or before

April 16. The offering of the new
shares has been underwritten by
the directors, individually, of The
First National Bank of Toms

River. After the payment of the
stock dividend and the sale of the
new shares, the capital, surplus,
undivided profits and reserves
will be approximately $3,300,000.
Reference to the plans for the
payment of a stock dividend for
each 28 shares on Jan. 31, was
made in our issue of Nov. 3 last,
page 1882.
At the organization meeting this

month of the newly elected Board
of Directors of the bank, Cor¬
nelius Van Vorst formerly man¬

ager of the Credit Department
was promoted to the position of
Assistant Cashier.

❖ >if *

RHODE ISLAND HOSPITAL TRUST

COMPANY, PROVIDENCE, R. I.

Dec. 31,'55 Dec. 31,'54
'

$ &
Total resources— 323,341,535 299,345,314
Deposits 289,908,603 266,231,431
Cash and due from
banks 1 57,067,215 51,873,460

U. S. Govt, secu¬

rity holdings: 96,714,522 107.558.597
Loans & discounts 145,225,263 119,915,819
Undivided profits. 5,143,335 4,843,577

* * *

In addition to the election of

George H. Renninger as Vice-
President in charge of the
Chester-Cambridge Office of The
Philadelphia National Bank of

Philadelphia* recently announced
by Frederic A. Potts, President,
Mr. Potts has also announced the

appointments of Alvin C. Wip-
plinger, J. Lewis Nungesser,
Charles Vf. Yust, William R. Byrd,

• * -

Jr. and G. Morris Dorrance, Jr.
as Assistant Vice-Presidents. As
noted in our issue of Jan. 12, page
194, Mr. Renninger succeeds
Douglas R. Faith, retired. The re¬
cent announcement of elections
and appointments also lists Ed¬
ward G. Beatty, Earl H. Hender¬
son, Edward A. Flood, Jr., Edward
H. Evans, Herbert J. Rosenstern,
Richard C. Zebley and Frank H.
Martin, Jr. as new Assistant
Cashiers. The three new Assist¬
ant Trust Officers included in Mr.
Potts' recent announcement are

Edward W. Jones, II, Albert G.
Kay and S. Robert Conkling.

* * _ k. r

An addition of $320,000 has been
made to the capital of the People's
First National Bank & Trust Com¬

pany of Pittsburgh, Pa. as a re¬
sult of which the capital is now

as of Jan. 3 $16,320,000 compared
to $16,000,000 previously. The ad¬
dition to the capital was accom¬

plished by a stock dividend of
$320,000. .

With the opening on Jan. 16 of
the new main office of The Phila¬

delphia National Bank at Broad
and Chestnut Streets, Philadel¬
phia, vast crowds joined to cele¬
brate the "opening day" to witness
the dedication of the new home
of one of the country's oldest
banking institutions and the mul¬
titude heard Frederic A. Potts,
President, state that the corner¬
stone of the bank is "service"
—service to the entire Delaware

Valley area; service to more com¬
panies, more industries — and,
"above all, to m6re people." Mr.
Potts described "this new home
of The Philadelphia National
Bank as a distinguished achieve¬
ment. But from this bank, itself
and from the* communities it

serves," he added, "comes the
spirit which gives significance to
the structure and meaning to its
purpose."

election of McClure Kelley,
President of B a 1 d w i n-L i m a-

Hamilton Corp., to the board of
directors of The Philadelphia Na¬
tional Bank of Philadelphia, Pa.,
was announced on Jan. 17, by
Frederic A. Potts, President of the
bank. Mr. Kelley will fill a

vacancy on the bank's board
caused by the retirement of Mar¬
vin W. Smith, Chairman of the
Executive Committee of Baldwin-

Lima-Hamilton. •?■
■

|,. * * *

FIRST NATIONAL BANK OF

MIDDLETOWN, MIDDLETOWN, OHIO

Des. 31,*55 Dec. 31,'54
Total resources ___ $44,058,470 $37,145,562

Deposits 40,973,561 34,392,603
Ca~h and due from

Banks 8,560,038 6,546,858
U. S. Govt, secu¬

rity holdings - 10,985,727 12,720.933
Loans & discounts 18,710,985 12,679.031
Undivided profi's__ 40^ 651 397,951

* * *

As of Dec. 10 a consolidation
was effected between the National

Exchange Bank & Trust Company
of Steubenville, Ohio, with com¬
mon stock of $500,000, and the
Peoples National Bank of Steuben-
ville. The consolidation was con¬

summated under the charter of
the National Exchange Bank &
Trust Company, and under the
title of the Fiifst National Bank &
Trust Company in Steubenville.
The latter has a capital of $1,000,-
000, in 100,000 shares of common
stock, par $10 each; surplus of
$1,300,000 and undivided profits
of not less than $300,000.

* * *

A charter was issued on Dec. 27

by the Comptroller of the Cur¬
rency for a new National organi¬
zation in Cleveland, Ohio, under
the title of the Society National
Bank of Cleveland, with a capital
of $2,000,000, and a surplus of
$3,000,000. Mervin B. France,
President of the Society for Sav¬

ings of Cleveland, is also President
of the new organization, which

latter, it is stated, will share the
same locations with the Society

. fof-Sayings. The ;Society National •

Bank^* it; is -indicated, will! serve
the commercial • banking^nbfeds of
Cleveland, while the Society for
Savings,will continue to serve the
requirements of savings depositors.
The capital of the new bank will
be owned, it is reported in re¬
cent advices from Cleveland to the
"Wall Street Journal," by Society
for Savings, except for qualifying
shares owned by the new corpora¬
tion's directors. Lewis E. Franckle
is Cashier of the Society National
Bank, which it is stated will be"
a member of the Federal Reserve

System and the Federal Deposit
Insurance Corp. '
-V'r \ : ,* * *

Two new directors were added
to the board of The Cleveland
Trust Company of Cleveland,
Ohio, at the annual meeting of
stockholders on Jan. 18. They are
Felix S. Hales, President of the
New York, Chicago & St. Louis
RR. and Kent H. Smith, Chair¬
man of The Lubrizol Corporation.
All other directors were re¬

elected. Mr. Hales has been Presi¬
dent of the "Nickel Plate" RR.
since last April. I. F. Freiberger,
Chairman, and George G u n d,
President of the Cleveland Trust,
opened their usual joint report to
the shareholders, with a confident
look ahead. . ; ;v.', ,

* * $ V'; i

Election of John K. Davis, Vice-
President of The Toledo Edison

Company, and Harold R. Piatt,"
President of Haughton Elevator
Company, Toledo, to the Board of;
Directors of The Ohio Citizens
Trust Company of Toledo, Ohio,
was announced on Jan. 18 by
Willard I. Webb, Jr., President,
following the annual meeting of
stockholders. Other directors who
were re-elected at the meeting are
Willard I. Webb, Jr., President;
James P. Falvey, George E. Greg-**
ory, William D. Hahn, John E.
Hankison, Richard C. Heymann*
Sr., Henson L. Jones, Frank J. Ko-.
egler, Robert G. Landers, Carl R;i
Megowen, William M. Richards, JJ
Harold Ryan, Alvin E. Seemanr
and W. Paul Zimmerman. Follow¬
ing the annual meeting, the Board
of Directors re-elected all officers.

SJt !js :le

Richard E Hanson has an¬

nounced his resignation as Vice-
President and Eastern representa¬
tive of the City National Bank
and Trust Company of Chicago.
Mr. Hanson, who has been located
in Philadelphia, joined the Chi¬
cago bank in May of last year
after many years of service in
Eastern banking circles.

, % % *

At the annual meeting on Jan.
11 ;of the stockholders of Harris
Trust and Savings Bank, Chicago,*
with Kenneth V. Zwienpr, Presi¬
dent of the bank, presiding, two*
new directors were elected to the
Harris Bank board, and approval
was given to the plans to increase i
the bank's capital stock from
$12,000,000 to $15,000,000. The
newly elected directors are Robert1
W. Galvin, Executive Vice-Presi¬
dent, of Motorola, Inc., and Viii-
cent Yager, Vice-President and
chief credit officer of the bank.

They will fill the places on the ?
board vacated by James M. Barker
and Mark A. Brown, who are re¬
tiring in accordance with the

board's policy respecting tenure
of directors.

The. increase in the bank's capi¬
tal stock resulted from stock¬
holder approval of the recom¬
mendation of the board of directors
to transfer $3,000,000 from i

undivided profits of which men-*
tion was made in our Dec. 22j f
issue, page 2769. This transfer
brings Harris Bank capital stock
to $15,000,000, in addition to $20,-,
000,000 in surplus, and undivided\
profits in excess of $7,000,0001'
Following the stockholders' action,;
the bank's directors declared.at

25% stock dividend, equal to one

new share for each four shares1

presently held, to be distributed!
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to stockholders.of record Jan. 20.
Certificates for the full shares and

scrip certificates for . fractional,
shares will be issued Feb. L The
new shares will participate in the
dividend determined by the board
of directors for payment on

April 2.
: ' * * * ' 1
•

William W. Scott, President of
Federal Sign & Signal Corp., has
been elected a director of the
South East National Bank of Chi¬

cago, 111., it was announced on

Jan. 11, by Clarence A. Beutel,
President. Mr. Scott is a veteran
of 33 years' service with Federal,
manufacturer of electrical outdoor

advertising signs and visual and
audible signalling devices.

* \ C * ••

. The City National Bank & Trust
Company of Chicago, III., an¬

nounced on Jan. 10 the election
of Arthur T. Leonard as President
and Chief Executive Officer; A. R.
Floreen, Chairman of the Execu¬
tive Committee; and the election
to the Board of Directors of Wil¬
liam H. Miller, Senior Vice-Presi¬
dent and Richard T. Cragg of R.
Cooper, Jr., inc. The re-election
of all other officers, is also an¬
nounced.

'■'V % ; * v * . •

Joseph M. Dodge, Chairman of
the Board of The Detroit Bank, of
Detroit, Mich., reported that at
the annual meeting of sharehold¬
ers on Jan. 17 a 50% common

stock dividend was approved, and
an increase of 412,500 shares of
stock amounting to $4,125,000 was
authorized. When the stock divi¬
dend is issued, the capital stock
will tola! $12,375,000 consisting of
1,237,500 shares. The stock divi¬
dend of 50% (one full share for
each two shares owned) will be
payable Feb. 8, to shareholders of
record Jan. 17.

Chairman Dodge, of the board
of The Detroit Bank, also an-;
nounces the following' appoint¬
ments at the directors' meeting on
Jan. 17: Rodkey Craighead, Theo¬
dore A. Dauer, George L. Haw¬
kins, Dix Humphrey, and Clyde H.
McDougall from Assistant Cashiers
to Assistant Vice-Presidents; Rob¬
ert E. Dean, Eugene 'J. Hogue,
Raymond T. Huetteman, and Wil¬
son D. Tyler to Assistant Cashiers.

* S: *

George R. Firk retired as a.di¬
rector of Manufacturers National
Bank of Detroit at the; annual

meeting of the bank's stockholders
-on Jan. 17. At the same time

Harry J. Loynd, President of
Parke, Davis & Co., was elected
to the bank's board. All other
directors were re-elected. Mr.

Loynd is also a director and Ex¬
ecutive Committee member of the
American Drug Manufacturers'
Association; member, Executive
Committee, American Foundation
for Pharmaceutical Education; di¬
rector, the World Medical Associ¬
ation and director, the Detroit
Board of Commerce, etc;

„ ■; ■■ , '
'

James L. Ford, Jr., Vice-Presi¬
dent of First National Bank in St.
Louis, Mo., died on Jan. 15, as a
result of a heart attack. He began
his business career as head of the
food brokerage firm of Ford &

Doan, founded by his father. In
1923, he sold out his food business
and became President successively
of the Franklin Bank and the
Franklin-American Trust Com¬

pany. He became associated with
First National Bank in 1931.

* # *

Otto S. Heinecke, President of
Jefferson-Gravois Bank, of St.
Louis, Mo., was elected Chairman
of the bank's Executive Commit¬
tee, and Relly E. Andrews, for¬
merly Vice-President and Cashier,
was ' elected President at the
bank's annual meeting of stock¬
holders on Jan. 13. Wendelin A.
Martin, Vice-President* will asT
sume the additional title of Cash7
ier. Also promoted were the fol¬

lowing: to Vice-President, Stanley
T.- Hofmeister; General Auditor,
Harry T. Schuessler; Assistant

Secretary, Miss Olga Kropp; As-/
sistanl ,Vice-President, Charles*A* .

Vogel; Assistant Vice-President,'-
Edwin J. Kadlec; Assistant Cash¬
ier, Lawrence B. Krebs;-^ ' ^

* "• ;

An increase in the capital of
the First National Bank of Shelby,
North Carolina, from $300,000 to
$500,000 became effective on Dec.
6, the increase having resulted
from a stock dividend of $100,000
and the sale of $100,000 of new
stock.

* * *

For the second time in nine
months shareholders of Citizens &
Southern National Bank of At¬

lanta, Ga. have voted in favor of
an increase in the bank's capital
and surplus, this time for $5 mil¬
lion. Together; with $8 million
added in 1955 the new increase
will bring the bank's capital and
surplus accounts to $30 million,
the largest, it is said, in the South¬
east.

The new five million increase,
Mr. Lane said, will come from
transfer of two million from the
bank's undivided profits and re¬

serves and from raising three
million in new money. Present
shareholders will receive rights
good for 30 days entitling them
to subscribe to one new share of
stock at $30 a share for each nine

they hold. This action will bring
the number of bank shares to one

million represented by 10 million
in capital and 20 million in sur¬

plus, or three times the amount
of C and S capital and surplus on
hand 10 years earlier. Stock¬
holders also approved establish¬
ment of the Citizpns and Southern
Fund into which the bank will
be authorized to/ put up to 3% of
its gross earnings annually for
use in supporting civic and charit¬
able undertakings.

* " * X"*

Wiley R. Reynolds, Jr., Presi¬
dent of the First National Bank in
Palm Beach, Fla. has announced
/that the regular semi-annual divi¬
dend of 75 cents per share, plus
an extra 15-cent dividend, was
declared by the Board of Directors
at their regular monthly meeting
held Dec. 8. This cash dividend
of $90,000 makes a total for the
year of $165,000 paid to more than
340 stockholders. The( dividend
was paid on Dec. 30 to stock¬
holders of record as of Dec. 23.
The Directors voted a transfer of

*$500,000 from the undivided

profits account to the surplus ac¬

count, making it total $2,500,000
and leaving an excess of $1,000,000
in undivided profits. The capital
stock of the bank remains at

$1,000,000.
■ ' U •••.,. * * if

The Commercial Bank of Utah,
.with eight branch banks and total
assets of $20,000,000, on Jan. 11
was acquired by the First Security
Bank system, according to George
S. Eccles, President ,of the First
.Security Corporation and First
Security Bank of Utah, N. A. It
is said to be the largest bank
merger in Utah's history. First
Security's assets, with the new

merger, will total $462,184,032,
according to Jan. 1 figures. Papers
for the transfer ;of stock were

signed in Salt Lake City on Jan.
11, by Mr. Eccles and P. P.
Thomas, P r e s i d e n t, and Max
Thomas, Executive Vice-President
cf The Commercial Bank of Utah.
"At our annual stockholders meet¬

ing Tuesday there was a unani¬
mous vote favoring the stock trans¬
fer," Mr. Thomas said. The stock
transfer calls for a straight "across
the board" exchange of a share of
The Commercial Bank of Utah
stock for a share of First Security
Corporation stock.; On Jan. 11,
First Security stock was bid at
$37.50 a share. The Commercial
Bank of Utah's main offices are

in Spanish Fork, Utah. Branch
banks are all situated in Utah: at

Heber, Nephi, Payson, Delta,
-Roosevelt, Duchesne, and Eureka,-
in addition to the branch at

Spanish Fork. The acquisition
brings First Secuirty's total bank¬
ing offices, including First Secu¬

rity.Bank of-Idaho and First Se¬
curity- Bank of Utah, to. 65, of
which 29 are in Utah. Others are

in Idaho and Wyoming. Mr. Eccles
said that officers of The Commer¬
cial Bank of Utah will be merged
into the leadership of the First
Security system. "P. P. Thomas
will become a director of First

Security Corporation, and Max
Thomas will become a Vice-Presi¬
dent and director in charge of a
new southern division of First Se¬
curity Bank*of Utah." Officers of
The Commercial Bank of Utah
include: P. P. Thomas, President;
Max Thomas, Executive Vice-
President; Joseph Hanson, Vice-
President; George C. Chase, Vice-
President; Charles H. Dixon,
Vice-President and Cashier; Paul
H. Lambert, Secretary of the
Board of Directors, and Roy W.
Hanson, Controller. The First Se¬
curity leader said that no changes
are contemplated in the managers
of the eight banking offices of
The Commercial Bank of Utah.

Commercial's capital accounts,
as of Jan. 1, were: deposits, $17,-
992,154; capital, $633,000; surplus,
$407,000, ' and undivided profits
and reserves, $199,260. Beginning
of what was to become The Com¬
mercial Bank of Utah came in
1905, with the organization of The
Commercial Bank of Spanish
Fork. This bank was succeeded in
1948 with the organization of the
banking system known as The
Commercial Bank of Utah. The
First Security Bank system was

organized in 1928, with some of
the oldest banks of the inter-
mountain area merging.

FIRST NATIONAL BANK OF SALT LAKE

CITY, UTAH

Dec. 31,*55 June 30,'55

v $ " v s
113,218,336 108,712,782
108,131,489 101,124,510

Total resources

Deposits
Cash and due from
banks «Li-.

U. S. Govt, secu¬

rity holdings____
Loans & discounts
Undivided profits

„ and reserves

30,663,737 27,915,340

50,830,580 55,730,111
21,457,985 17,819,673

2,836,847 2,3^8,272
* i «*• # vy^Vii

Willialm W. Crocker, Chairman
of The Crocker First National
Bank of San Francisco, and Paul
E. Hoover, President of The
Anglo California National Bank,
also of San Francisco, announced
on Jan. 9 that the Comptroller of
the Currency has tentatively ap¬
proved the plan for consolidating
the two banks. Directors of each
bank have unanimously approved
the plan. Special meetings of the
shareholders of the institutions
will be held on Feb. 6, to vote
on the consolidation plan. Actual
consolidation of the two banks
would take effect shortly after
affirmative action by the share¬
holders. The consolidated institu¬

tion,; to be named the Crocker-
Anglo National Bank, would have
assets of approximately $1,500,-
000,000 and would rank in de¬
posits among the 20 largest of
the nation's banks. It would have
at the outset 50 offices in the
San Francisco Bay area, the
Sacramento and San Joaquin
valleys, and the north coast region.
Mr. Crocker would be Chairman
and Mr. Hoover, President and
Chief Executive Officer of the
combined bank, which would
have its headquarters at the pres¬
ent head office of Anglo Bank
at 1 Sansome Street, San Fran¬
cisco. Items regarding the merger

appeared in our issues of Nov. 10,
page 1984 and Dec. 1, page 2327.

* * *

The First National Bank in

Madera, Calif., will become the
Madera Office of Anglo California
National Bank, of San Francisco
subject to the ratification of the
shareholders of both institutions
and the completion of other neces¬
sary formalities, it was announced
jointly on Jan. 4 by Paul E.
Hoover, President of Anglo, and
A. J. Grasmoen, President of the
First National Bank in Madera.

Directors of both banks have ap¬

proved the transaction, which will
be consummated through the ex¬

change of stock. All officers and

staff members of the First Na¬

tional, it is indicated, will be re¬
tained in the Anglo organization
and will participate fully ;in
Anglo's pension plan, group life
and hospitalization insurance and
other personnel* benefits, Mr.
Hoover said. Mr. Grasmoen will
be Vice-President and Manager
of the Madera office. Other offi¬
cers will be announced later. The
Madera institution, established in
1934, has deposits in excess of
$9,000,000. Plans for taking over
its operation as a unit of the
Anglo system will be announced
after the shareholders ratify the
transaction, Mr. Hoover and Mr.
Grasmoen said.

* * *

A series of promotions and re¬
tirements occurred recently in the
United States National Bank of

Tortland, Ore. paying tribute to
faithful service and honoring
others with added responsibility.
New branch manager for the U. S.
National's branch at Beaverton,
Oregon, is James L. Huygens, who
had been Manager of the bank's
West Slope office. He succeeds
E. R. Mitchell who resigned his
position to move to California. Re¬
placing Mr. Huygens as the West
Slope manager is Clyde W.
Beckett; the latter has been with
the U. S. National since 1939 and

has served in both the operations
and credit functions of the bank.
M. Lynn Judy, formerly an As¬
sistant Manager at the Hillsboro
branch, was named as new Man¬
ager of the Sherwood branch. He
succeeds W. M. Adair who retired
after a 50-year banking career in
Oregon. Also retiring as an As¬
sistant Manager of the U. S.
National's Hillsboro branch was

William H. Blake, who started
his banking career in Oregon in
1909.

* *
. * .■.

Vice-President A. M. Strong,
Auditor Charles P. Heilman and

Assistant Vice-President Harold
N. Snapp retired as officers of the
American National Bank and

Trust Company of Chicago on

Dec. 31, according to an an¬
nouncement made on Dec. 29 by
Chairman of the Board Lawrence

F. Stern. Mr. Strong will con¬
tinue with the bank. Mr. Strong
entered the foreign banking field
in New York in 1916 and contin¬

ued with New York banks and the
New York State Banking Depart¬
ment until 1945 when he went to

Chicago to establish the foreign
department of the American Na¬
tional Bank. Both Mr. Heilman
and Mr. Snapp have served over
45 years in the banking field, and
both have been with American
National since its opening on La
Salle Street December 4, 1933.
Prior to being elected Auditor of
the bank in 1946, Mr. Heilman
served as a Rail Officer in the
bank's commercial department. He
is a past President of the Chicago
Eank Auditors Conference. Be¬
sides serving as head of American
National's Savings Division, Mr.
Snapp is currently serving as
President of the Savings Asso¬
ciation of Loop Banks. ('

if if if

Eight members were named to
the board of directors of the Mich¬
igan Bank at Detroit, Mich, at the
annual stockholders' meeting on

Jan. 17. Following the stockhold¬
ers' meeting the board re-elected
John F. Langs, Chairman of the
Board and John C. Hay, President.
Other officers elected include
Bruce R. Benway, Vice-President
and Cashier; Arthur M. Wich and
Earl W. Salomon, Vice-Presidents;
Stanford C. Stoddard, F. Dale
Lenington and Lawrence D. Mc-
Elhone, Assistant Vice-Presidents.
Directors selected by the stock¬
holders are Gerald W. Chamber-

lin, S. D. Den Uyl, George M.
Endicott, Emanuel J. Harris, How¬
ard J. Stoddard, Mr. Hay, Mr.
Langs and Mr. Wich. The Mich¬
igan bank only a month ago was

granted a State banking charter
which expanded the scope of its
banking facilities. Previously, its
services were limited to savings

accounts, small checking accounts
and installment loans. Under the
new charter it will provide com¬

plete banking service through its
downtown office and six branches,
including business accounts, per¬
sonal checking accounts, install¬
ment loans, business and com¬

mercial loans and home mortgage
and modernization loans. At the
time the new charter was granted
the capital and surplus of the
Michigan Bank was increased $1
million through the sale of addi¬
tional common stock. The total

capital accounts of the bank are

now in excess of $2V2 million. To¬
tal assets are reported as exceed¬
ing $20,000,000. *

*

if * *

Clark Oil & Refining
Securities Offered

Loewi & Co., Milwaukee, Wis.,
and associates are today offering
publicly 87,500 shares of $1.20
cumulative convertible preferred
stock (par $20) and 25,000 shares
of common stock (par $1) of
Clark Oil & Refining Corp. The
preferred is priced at $20.25 per
share and the common at $12.37Vz
per share.
The 25,000 common shares are

outstanding sharespresently
owned by Emory T. Clark, com-?

pany President.
The proceeds to the Clark com¬

pany from its sale of preferred
stock will be added to the work¬

ing capital of the -company and
will be available if necessary to
apply in part on the building pro¬

gram of the company. The Clark
company plans to expend approx¬
imately $1,750,000 in 1956 to in¬
crease the capacity and efficiency
of its Blue Island refinery, but
anticipates that the funds required
therefor will be available from
net earnings and depreciation.

Nils S. GeruldsenWith

Arthur M. Krensky Go.
(Special to The Financial Chronicle)

CHICAGO, 111.—Nils S. Geruld¬
sen has become associated with
Arthur M. Krensky & Co., Inc.,
141 West Jackson Boulevard,
members of the New York and
Midwest Stock Exchanges. Mr.
Geruldsen was formerly Manager
of the municipal bond department
of First Securities Company of
Chicago and prior thereto was an
officer of Detmer & Co.

William D. Anderson, previous¬
ly with First Securities Company,
and Donal R. Sammet, formerly
with Francis I. du Pont & Co.,
have also joined the firm's staff.

Shearson, Hammill to
Admit New Partners

On Feb. 2, Shearson, Hammill &
Co., 14 Wall Street, New York
City, members of the New York
Stock Exchange, will admit Reu¬
ben F. Furth III of Beverly Hills,
Robert J. Humphrey, Jr., James
M. Heller, John H. Schutt, and
Robert A. King to partnership.

Glidden, Morris Go.
4Qth Anniversary

Glidden, Morris & Co., 72
Wall Street, New York City, is
celebrating the 40th anniversary
of its founding in .1916 by Na¬
thaniel F. Glidden. Mr. Glidden,
who has been in the securities
business for 52 years, began his
career with the firm of N. W.
Harris & Company in 1902.

With Varnedoe Chisholm
(Special to The Financial Chronicle)

SAVANNAH, Ga. — Don F.
Sharpey is now with Varnedoe,
Chisholm & Co., Inc., Savannah
Bank & Trust Building.
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Continued from page 11

A Current Banking
Problem: Sproul

process, the savings and loan as¬
sociations may have been given
certain privileges, and certain ad-

Continued from page 15

What Industry Expects
From Organized Labor

meet the needs and desires of Just as industry studies care-

v„niaWc nvpr their comoetitors consumers—and so must be guided fully the proposals advanced by
h are nnt mncictenf with the by the market place as to prices, organized labor, and judges them

not elected, not authorized by the constituted organizations to bar-
American people, pull strings be- gain collectively for their mem-
hind the scenes to direct the bers. '

,

destinies of the nation? It is the We know, too, that we are not
potentials of this situation which without our own shortcomings,
worry industry—and many other Certainly, Mr. Meany has given us
thoughtful citizens as well. more than an inkling of what

__ _ _

, , . • these are in the eyes of labor
How Labor-Industry Harmony leadership. We intend to take his

Can Be Created words to heart and to search our

Organized labor and industry own souls ana consciences.. Nat-
will be able to work together in urally, we are not prepared to ad-which are not consistent with the . . , . , . .

ideal of a fair field and healthy J°bs and wa8es- on the basls o£ thelr economic
as the Last

employers may a^TcerSn condemn" them out" Of hand Ee°-

soundess so do weexpectthat far 8reater harmony if the leaders mit that all of his grievances areess, so do we expect that Qf )abor wi[1 be gujded more by legitimate. But Mr. Meany can be
7i economic reality and abandon ef- sure we intend to consider hon-economic worth and not * . . .. , u^c. LoH m

Consumer Has the Last Say labor will stu'7y our proposals for of laboF wil1 be guided more by legitimate. But Mr. Meany can be
.•

, :f . s»Lu^.y uui piupubdis lux f>nnnnrnin onW oKonWnn snrp wp intpnd to consider hon-
Unions may insist upon, and their

„ i.—i... — — „ j ... ru a _a i i i ivrvo w auncvc uj jiunucat tit

what cannot be justified eco- and to adjust our own thinking

A Code of Conduct

I would like to propose instead
a Coae of Conduct under which
both organized labor and industry
can serve tne nation better and

competition. For example, if their
privileges are based on their spe¬
cial character as thrift institutions,

tconsumerrrf w ish fu[ think ot'sodal tabled and honST^
ing and home ownership, should ?, ^ thinHcf* thinking of social Things also will improve, I be- appraisal indicates they should be
they also have such ready and al-™hsft°b"yvc , u lieve, if we can come to a better adjusted,
most assured access to short-term wtllcV will permit this wage level in the political area — where understanding in the area of bar-
banking funds as they now have? ~or in sufficient quantity to keep such proposals eventually stand or gaining integrity. If bargaining is
The process, in effect, involves the members of the union .fully fall—industry calls upon organ- to be harmonious and mutually
loans or commitments by the as- employed—it is an indication that iZed labor to show economic re- satisfactory, it must be done in
sociations beyond the inflow of *he services of these workers sponsibility. Industry urges labor good faith.
savings, discounts of mortgage faye.bee" Pr.lced out of the mar- to forego threats of political Applying pressure during nego-
paper with the Home Loan Banks, ket. A collective bargaining agree- retaliation against public offi- tiations, either openly or behind more efficiently. This code of
and the sale of short-term paper, men! in these circumstances isn t ciais who fail to follow labor's ^ae scenes is hardly good faith conduct would have five points:
with the flavor of government worth the paper it is written on. demands that tney support one bargaining. In a recent case, the (1) A recognition of the right
backing, by the Home Loan Banks It is necessary, therefore, for segment of the population against Textile workers claimed the moral of every individual to join a union
to the commercial banks. In this union leadership to place some all others. Industry urges labor to and legal right to call intermittent or to refrain from joining, as he
way, short-term banking funds in faith in management's judgment refrain from the preparation of work; stoppages and engage in chooses
excessive amounts may be put to as to what wage scale and other arbitrary black lists as a means of other pressure tactics while it was (o\ No intprfprpnre with this
long-term, uses, with avoidance of labor cost provisions will best exerting political pressure. Indus- supposed to be bargaining in good rieht through violence retaliation
the discipline of thrift. promote a thriving, growing busi- try decries the unjustifiable and faith with an employer. subterfnee or coercion of anv sort
And then, of course, there are ness. Pattern bargaining often is sometimes illegal use of union How can good faith negotiations " ,1? luge or coerc o a y .

the disparate branch privileges of harmful to an industry, and the funds to promote candidates and proceecj jn an atmosphere of wild (3) .'A striving for. the utmost
the Federal and State chartered calling of a strike to force what, causes to which many of the caj. strikeS) public vilification of ^ C1®ncy.. and productivity and
savings and loan associations, in the final analysis, is an eco- In spite of this opposition, these the company, spurious charges re- elimi"aH?n of economic waste
which have created so much con- nomic impossibility imposes hard- members may be opposed. fleeting on the integrity of com- ,Xer? ype'A + i

troversy, and which again raise ship, suffering and loss on all members are forced through com- pany officials, the fanciful attri- 1 S I end to -m o no p 01 y,
questions as to our whole tangle concerned. pulsory union membership to bution of sinister motives to the whether on the part of Organized, .

of laws and regulations regarding By the same token, contract contribute a portion of their dues management, sabotage of company -,in ry* V # l k '•
the branches of banking and thrift agreemen ts which limit the to political candidates to whom propriety, and an endless succes- Keep polItl£s out ot laoor-.
institutions. amount of work which may be they are opposed. sion of narassing and intimidating management relations and avoid

perfomed, or which require more tactics? ,rv,np tn "hta.n hv nolitical ores-
Problems Below the Surface

people on the job than are neces-

uvwvio - trying to obtain by political pres-
The AFL-CIO Merger - When a bargaining agreement , *—1 w*Vck • cannot be. jus^

V- Well, I have said enough, I sary to perform the work, are This week, organized labor has been concluded,' good faith ^onomiCftliy. - ; 5
think, to indicate what I had in - destructive of labor's interest, as formed itself into one gigantic demands that we live up to its If both organized labor and in-|
mind when I suggested that there well as of management's. The cost federation, with our guest, Mr. spirit as well as its letter. Let us dustry subscribe to this Code and
are fundamental problems below of featherbedding must show up Meany, at its head. A careful forego efforts to take advantage respect their pledged word, we
the surface of those issues which in the price of the product and cut reading of the constitution of this of trick clauses or to read into can work together to benefit the
have tended to split apart the fi- down its market among con- new body—and the publicly-ex- the agreement more than it con- entire, nation, > and in doing so
nancial community, and which sumers. '".0-VV pressed views as to its aims and tains. Let us make it a document achieve our own goals* , >
will have to be dealt with if we Limiting a bricklayer to the objectives—has caused consider- to live by and not to fight over. > We are partners together in a:
are to be reasonably satisfied with number of bricks per shift that able misgiving. < • Let us, above all, place our sig- free economy seeking a mutually
our remedies. What I wish to he could lay in half the time, or Is it the primary purpose of this natures to it in all intellectual satisfactory path ;we can, tread
stress is that these problems will a tile setter to so many square organization to seize political honesty and accept without reser* together-. Let .us^ Jiold in mind
require attention at the national feet of tile, only insures that less control of the country? Mr. Meany vation our full obligations under-that freedom is^ the. keynote. Let|
as well as at the state level. I. brickwork or tile will be used in disavows any intention of setting it. With responsible people, their us holddnmind that true, honest|
would hope, therefore, that the architecture. up a labor party. He also dis- word is their bond, and respon- freedom of every individual to
work which is being done on these Gerald straver a member of claims any desire to seize control sible agreements are possible only make full use of his abilities and
problems by this association, by (h B " °'™y,er' ? of either 0f our two existing po- between responsible people. talents is the. magic ingredient of,
other associations, and by the deve]oped a eadget to take tti^ ««cal parties. But the question Industry has no basic quarrel the American .formula... Let us'
State wui not oniy be first class

piace df plLb lfnes It emtbled is not answered by such dis- with labor organizations. We do build together the abundant andbut that it will stimulate and h™ t" i™ imn tfrii. !„ t^, avowals ■ not deny the right of employees glorious future which is the right-;
provoke national consideration of .. .. ; y, ' oncss in ine , . , to join labor organizations of ful heritage , of free Americans,
the same general problems. I took other good brick- A proclaimed purpose of toe or- tbeir loosing and we acknowl- That is our challenge. That can'
would not be so theoretical as to 'X, . Sanization is vastly stepped up d tde authority of such duly be our accomplishment. ;
ask you to forego trying to win a ?"lcla!s told him to junk it. When activity in the political field The ^ I L i — -!.
few local skirmishes, but I do sug- he refused he was fined $58. men who control the new federa- ; : . i : *
gest that the real victory, which ^hen ^ refused to pay the fine, tion will have vast funds • and Continued from page 4 • : f
will benefit all parties concerned, he was susP™ded- manpower and means of com- ^ " : i
including the public you serve,- Management spends about munication at their disposal. This
will come 1 from a fresh and !$12,000 to provide plant and tools sheer, weight of concentrated
thorough examination of our each industrial worker. Lim- Ppwer may enable them to exer-
whole national banking and thrift iting the use of these tools by c*se effective control over either
machinery. A national study of slow-downs is an economic waste or k°th political parties,
the present character of our bank- which can do no one any good. *n my own State of Michigan,
ing and thrift institutions, and of The capital needs of a free ® ^adythe laws and rules under which economy are just as important to f. JLil ^ "ThP
they operate is needed. It is es- organized labor as they are to rm'^ PaJv»
sential, I think,^if we are seeking management. The growth and ex- S thV
a fair field where each of the pansion of our economy, and the thp nirafi!
players can offer his special facil- development of new machinery ^ cfat?
lties, but where none of the play- and processes which increase the L« takpn tivpr
ers will have special privileges, earning power and the standard win thl nil' nr«ani7ntion hpn^t balanced by special responsi- of living depend on a steady flow • « ^ organization be-

-■ bilities. It should not be too much of new capital Here aglin sociM come in effect a labor mon°P?ly?
to expect that all factions can theory cannot prevail over eco- Union leaders point out that the/r
unite in promoting such a national nomic fact organization still represents only

^ about one-fourth of the total la—
In its own interests, organized bor force and hence cannot be

labor should join with manage- accused of being a labor monopo-
ment in demanding that.^ our^ ly. This it seems to me is begging

-rfrk-ftw n r# tt • T present tax system be modified— the question. A monopoly existsj3JLKJViLL.il, y, Lalit.—Uni-Insur- so that people who have increased wherever the entire labor supply
anco Service Corporation is en- ^eir earnings to the point where of an industry is under the con-

gaging in a securities business jCan save a little-7an.d this trol of - one union—and the new
irom offices at 2180 Mil via f™ lncl^des the vast majority of federation has announced its in-

i . fm: r,akers £oday-may ba able to tention of organizing industry to
• ' principal of hold on to and invest more of the greatest possible extent. Whentha f i ! 1 J _ /• • - . . . . « .. .

promoting such a national
study, and I recommend it to you.

Uni-Ins. Service

the firm.

Western Trader & Investor
SALT LAKE CITY, Utah-

record, and predicted more of the same for at least the opening
month of 1956.

The Bureau noted that the consumer price index for. 1955 the.
barometer fluctuated between the narrow range of 0.8 percentage
point. The Bureau called this the "greatest stability" in the index,
since the government began keeping track of monthly price _

changes in 1940.
From mid-November to mid-December 1955, it further re-s¬

ported, the cost of living dropped 0.3 point. This:; brought the.;
index to 114.7 on the 1947-49 base of 100, a mere 0.3 point above
December, 1954. The November-to-December drop was caused by
lower prices for food, transportation and housing, although medi¬
cal and personal care became costlier.

In the automotive industry, notwithstanding the rash of lay¬
off announcements made earlier this week, all United States auto
manufacturers, save Chrysler Corp., were aiming for higher out¬
put last week, "Ward's Automotive Reports" stated on Friday last.

In Canada, the General Motors strike entered its 124th day ,

on Friday setting a new record for duration of an automotive
strike in that country topping the 123-day Chrysler strike of 1946.

Chrysler activity here in the United States,.was hampered,*
last week by shortages caused by the AutoLite strike dropping
corporation car building some 27% below the preceding week's

these savings instead of having a the unions which control the labor yield of 28,656. However, General Motors scheduling was up 3%, j
nrnfirpqqiupiv oraqtnr _£ ,—/-* ----- Ford's 2%, Studebaker-Packard's 7% and American Motors' 56%,.progressively greater part grabbed supply of a number of major in-
by the tax collector. dustries are gathered together in
A lively, expanding, growing a body like the new federation—

economy, with ample opportuni- where they can be made to wheel
Western TrarW anri a • tie5 ?0r peopIe to Set better jobs and turn in response to the voice

.
. . ves*er 1S and increase their earnings offers of the high command—the entire

gating in a securities business far more benefits to those in the economy of the country is threat-
from offices at 29 East Second j°Yier *ncome SrC)UPs than the few ened with monopoly control.
South. Clifford A Greenman is a dollar^a ^eaf they might save in Will this new organization be-
principal of the firm. iMrease^86""18 th6h' exemptions cometJ,n ,e"p:ct a. "gbos' «overn-increasea* ment ? Will a handful of men,

off-setting much of Chrysler's loss, "Ward's" said.
Slated for the past week were 146,907 cars, 2% under the

prior week's 149,995-unit turnout, and 24,490 trucks. A week
earlier 24,717 trucks were produced.

The industry's car yield was pegged 9% under such volume
in the same week in 1955. Year-to-date car building "Ward's"
said, is lagging 10% behind the year ago stage, while truck build¬
ers are enjoying a 4% lead.

Commenting on the auto lay-offs which have idled some i
15,000 hourly-rated workers since mid-December,. "Ward's" noted;
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that the only effect such releases have had on parts suppliers thus
far has been to return them to "normal" 40-hour weeks.

A survey of major parts producers shows that only very
minor lay-offs have resulted from recent car and truck plant
help furloughs. Some reported continued increases in payrolls,
"Ward's" concluded. '

• Steel Operations Established New High Record in
Week Ended Jan. 22

A new weekly record in production of steel for ingots and
castings was set in the week ending Jan. 22. Mills operated at
98.5% of capacity and turned out 2,428,000 net tons, "Steel"
magazine reported on Monday of this week.

The metalworking weekly said the previous high of 2,421,000
net tons was produced in mid-December.

Producers will be in the best position on commitments in
almost a year by the time the second quarter opens, according
to "Steel." Some of the mills, are booking second quarter tonnage,
with allotments on the same basis as in the first quarter. They
may be upped later, but tonnage won't be much freer until around
midyear, it noted.

Buying for inventory will sustain pressure on the mills
through the first half, especially with a possible steel strike at
midyear. "Steel" said that's why reported slowing down in auto
needs is resulting in other consuming lines begging for coverage.
They haven't had a chance to build inventories.

Manufacturers of industrial heating equipment estimate new
orders will be off 12*% this year from the peacetime high totaling
$85,000,000 last year. The current backlog of orders is estimated
at some $60,000,000, or double the levels of a year ago. This as¬
sures the industry of a full six months of work at the record levels
it achieved in 1952, states this trade journal.

Pricewise, the steel market is firm, continues this trade
weekly. Some revisions in extras continue to be made, notably in
the bar category. Talk is heard of a possible increase in pig iron.
Currently, market speculation is directed to a proposed 7% rail¬
road freight rate increase to go into effect Feb. 25.

Steel's price composite on finished steel is unchanged at $128
a net ton. For the first time in 12 weeks, the steelmaking scrap
composite is firm at $53.33 a gross ton. , ; ;

The American Iron and Steel Institute announced that the

operating rate of steel companies having 96.1% of the steelmaking
capacity for the entire industry will be at an average of 98.0%
of capacity for the week beginning Jan. 23, 1956, equivalent to
2,413,900 tons of ingot and steel for castings as compared with
99.0% of capacity and 2,437,000 tons (revised) a week ago.

The industry's ingot production rate for the weeks in 1956 is
based on annual capacity of 128,363,090 tons as of Jan. 1, 1956.

For the like week a month ago the rate was 95.7% and produc¬
tion 2,309,000 tons. A year ago the actual weekly production was

placed at 2,051,000 tons or 85.0%. The operating rate is not com¬
parable because capacity is higher than capacity in 1955. The per¬

centage figures for 1955 are based on annual capacity of 125,828,310
tons as of Jan. 1, 1955.

Electric Output Trended Lower the Past Week
The amount of electric energy distributed by the electric light

and power industry for the week ended Saturday, Jan. 21, 1956,
was estimated at 11,521,000,000 kwh., a decrease below the week
ended Jan. 14, 1956, according to the Edison Electric Institute.

This week's output declined 73,000,000 kwh. below that of the
previous week; it increased 1,540,000,000' kwh. or 15.4% above
the comparable 1955 week and 2,545,000,000 kwh. over the like
week in 1954.

Car Leadings in Week Ended Jan. 14 Rise 16.2%
Above Preceding Holiday Week <

Loadings of revenue freight for the week ended Jan. 14, 1956,
increased 99,039 cars or 16.2% above the preceding holiday week,
the Association of American Railroads reports. •

Loadings for the week ended Jan. 14, 1.956, totaled 710,338
cars, an increase of 70,505 cars, or 11% above the corresponding
1955 week and an increase of 90,467 cars, or 14.6% above the
corresponding week in 1954.

U. S. Automotive Output Falls 2% Under Preceding
"- Week and 9% Below Volume of 1955 Week

Output in the automotive industry for the latest week ended
Jan. 20, 1956, according to "Ward's Automotive Reports," declined
2% below the previous week and 9% under the similar week
■of 1955.

.

Last week the industry assembled an estimated 146,907 cars,

compared with 149,995 (revised) in the previous week. The past
week's production total of cars and trucks amounted to 171,397
units, or a decrease of 3,315 units below the preceding week's
output, states "Ward's."

Last week's car output dropped below that of the previous
week by 3,088 cars, while truck output eased by 227 vehicles dur¬
ing the week. In the corresponding week last year 161,150, cars
and 22,407 trucks were assembled.

Last week the agency reported there were 24,490 trucks made
in the United States. This compared with 24,717 in the previous
week and 22,407 a year ago.

Canadian output last week was placed at 6,230 cars and 1,066
trucks. In the previous week Dominion plants built 6,009 cars and
1,026 trucks, and for the comparable 1955 week, 5,921 cars and
677 trucks. , ' ,

Business Failures Continue Upward Trend
Commercial and industrial failures rose to 269 in the week

ended Jan. 19 from 245 in the preceding week, Dun & Bradstreet,
Inc., reports. Failures exceeded the 265 and 208 of the corres¬

ponding weeks of 1955 and 1954, reaching the highest level for
any week since March 12, 1954. However, the total remained 27%
below the 367 of the similar week of pre-war 1939.

Failures involving liabilities of $5,000 or more increased to^
216 from 202, but were below the 229 of the similar week last
year. Small failures with liabilities under $5,000, rose to 53 from
43 and considerably exceeded the total of 36 of the comparable
1955 week. Sixteen businesses failed with liabilities above $100,-
000 as against 25 in the previous week.

North Central to 9 from 14. Failures ran above last year in five
regions, held steady in one, the East North Central States and
fell off slightly in three regions, the New England, South Atlantic
and Pacific States.

Wholesale Food Price Index Hits Lowest Level in
Almost Six Years

Down for the third straight week, the wholesale food price
index, compiled by Dun & Bradstreet, Inc., fell to $5.86 on Jan.
17, a new low since May 2, 1950,- when it stood at $5.84. The cur¬
rent index compares with $5.92 a week earlier, and marks a drop
of 14.3% from $6.84 a year ago.

Higher in wholesale cost last week were lard, butter, sugar,
coffee, cottonseed oil, potatoes and lambs. Lower in price were
flour, wheat, corn, rye, oats, beef, hams, bellies, cocoa, eggs,
raisins and steers. W . - .

The index represents the sum total of the price per pound of
31 raw foodstuffs and meats in general use and its chief function
is to show the general trend of food prices at the wholesale level.

Wholesale Commodity Price Index Reflected a Slightly
Easier Trend the Past Week

The daily wholesale commodity price index, compiled by Dun
& Bradstreet, Inc., displayed a slightly easier trend during the
past week. This brought the Jan. 17 index to 278.79, from 280.38
a week earlier. It compared with 278.16 on the corresponding date
a year ago. ■

Grain prices as a rule finished slightly under the preceding
week. Day-to-day fluctuations were narrow and publication of
the Administration's new farm program had little effect market-
wise. Drought conditions continued in the West and Southwest
but a Weather Bureau forecast for occasional light snow in parts
of Nebraska, Kansas and Oklahoma touched off considerable sell¬
ing in wheat at the week-end.

Corn prices, especially in cash markets, were relatively weak,
reflecting increased producer marketings and substantial offerings
of government-owned corn.

Oats were under pressure and prices eased under more
liberal marketings. Supplies of oats on farms on Jan. 1 were

reported at a record high. Sales of grain and soybean futures on
the Chicago Board of Trade were smaller last week. Daily average
purchases totaled 39,000,000 bushels, against 54,700,000 the pre¬
vious week and 46,000,000 a year ago.

Buying interest in both the domestic and world sugar markets
showed considerable improvement last week. The volume of
trading increased sharply with prices trending higher.

Cuban sugar producers were showing concern for their grow¬
ing crop because of prevailing low temperatures.

The cocoa market developed further weakness under liqui¬
dating sales based on large arrivals and heavy supplies afloat,
coupled with slow manufacturer demand. Warehouse stocks of
cocoa were down slightly to 293,602 bags, from 301,657 a week
previous, but were sharply above the 95,617 bags a year ago.
Cattle receipts increased sharply last week with nearly all sec¬
tions of the market showing declines. Prices for hogs and lambs
were steady to slightly firmer. Buying of lard was discouraged
somewhat by the continued heavy run of hogs.

♦WjfWiSpo.tv cojtljqn prices advanced steadily during the week to
show the best improvement in some time.

Strength was attributed to buying influenced by the generally
favorable interpretation of the President's farm message to
Congress.

Support was also attracted by the prospect of tightening spot
supplies due to continued large loan impoundings. Loan entries
again declined during the week ended Jan. 6 but were still of
substantial proportions. The total for the week came to 263,000
bales, as compared with 278,000 the previous week and 407,000
two weeks ago. Net loan entries for the season through Jan. 6
totalled 5,770,000 bales. V - V • ■

Trade Volume Rose Moderately Both for the Week
and Like Period a Year Ago

Consumer spending rose somewhat last week, and the dollar
volume was slightly higher than that of the similar week a year

ago. Clearance sales stimulated consumer interest in linens, glass¬
ware and women's sportswear.

• Automobile dealers reported high inventories with sales vol¬
ume moderately below the level of the previous week, although
still highr than a year ago.

The total dollar volume of retail trade in the period ended
on Wednesday of last week was 3 to 7% higher than a year ago,
according to estimates by Dun & Bradstreet, Inc. Regional esti¬
mates varied from the comparable 1955 levels by the following
percentages: New England —3 to +1; East and South -f-3 to +7;
Middle West and Pacific Coast +4 to -j-8; Northwest +5 to +9
and Southwest +1 to +5%.

Wholesale buying in the week rose slightly, and the dollar
volume was moderately higher than that of the corresponding
1955 week. Buyers were especially interested in Spring apparel
and Summer outdoor furniture. Wholesale inventories in woolens

and worsteds were scant.

Department store sales on a country-wide basis as taken
from the Federal Reserve Board's index for the week ended Jan.

14, 1956, increased 5% above that of the like period of last year.
In the preceding week, Jan. 7, 1956, a decrease of 11% was re¬

ported. For the four weeks ended Jan. 14, 1956, an increase of
9% was recorded. For the year 1955 a gain of 7% was registered
above that of 1954.

Retail trade volume in New York City last week showed a

marked rise above the like week a year ago, notwithstanding the
inclement weather. Trade observers placed the week's gain at
about 7%.

According to the Federal Reserve Board's index, department
store sales in New York City for the weekly period ended Jan.
14, 1956, increased 6% above that of the like period last year. In
the preceding week, Jan. 7, 1956, a decrease of 14% was recorded.
For the four weeks ending Jan. 14, 1956, an increase of 7% was

registered. For the year 1955 the ind^x redded a rise of 2%
above that of the corresponding period in 1954.

Harold G. Grolt

Groll V.-P. of
First Arizona Sorp.

PHOENIX, Ariz.—The First of
Arizona Company, First National
Bank Building, announced, as of
Jan. 1, 1956, Harold Gerhardt
Groll has been

appointed a

Vice-Presi¬
dent of the

•firm, in
charge of its
Municipal
Bond Depart¬
ment.

Mr. Groll,
began his
career in the
i nve s tment
business with
the New York

Stock Ex¬

change firm of
Dewey, Bacon
& Co., in 1927. Prior to World
War II, he conducted his own firm
in New York City, with the late
Howard U. Brown, a former part¬
ner of R. W. Pressprich & Co.,
known in Wall Street as Brown

& Groll, Municipal Bond Dealers.
Mr. Groll, first came to Phoenix

in 1948. Subsequently, Mr. Groll
opened a Phoenix office for the
securities firm of Henry Dahl-
berg & Co. In October of 1953, Mr.
Groll returned to New York,
where he joined the American
Securities Corporation in the
Municipal Bond Syndicate and
Trading Departments. He returned
to Phoenix in April of last year,
and has been with The First of

Arizona Company.
The members of The First of

Arizona Company are, Francis C.
Rogers, President; George J. Wolf,
Vice-President; Derelys M. Englin,
Treasurer and Assistant Secretary.

Textron American

Offering of $20,000,000 Textron
American, Inc. 5% convertible
subordinated debentures due Jan.

1, 1971 is being mafe by'an un-,

derwriting group headed by Blair
& Co. Incorporated and Schjerck,
Richter Co. The debentures are

priced at 100% and accrued in¬
terest from Jan. 1,, 1956.
Net proceeds from the sale of

the debentures initially will be
added to the corporation's general
funds and will be used, when re¬

quired, to finance the corpora¬
tions non-textile diversification

program. Such use will be pri¬
marily if not entirely for the
acquisition of additional non-

textile businesses but may include
possible future expansions of non-
textile operations, ...

The debentures are convertible
into common stock at prices rang¬

ing from $27.50 per common share
on or before Dec. 31, 1959 up to
$50 per share after Dec. 31, 1967.
•Redemption of the debentures
may be made at prices of 103%
in 1956, declining Vi% per year to
par in 1962, and thereafter, plus
accrued interest in each case.

Textron American, Inc. pro¬
duces and sells a diversified line
of finished and unfinished textile

fabrics, and is also engaged in a
number of varied non-textile
businesses. It is estimated that
textile operations account for
about 59% and non-textiles about
41% of consolidated sales. In 1953
the corporation began a program
of diversifying into non-textile
fields which was prompted mainly
by a desire to obtain earnings
which would not be subject to the
wide fluctuations which have been

experienced in textile profits.

With Harvell Inv. Co.
(Special to The Financiaj Chronicle)

DENVER, Colo.—Bernard Wei-
gel has been added to the staff
of Harvell Investment Company,

Travel Center Building.
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Securities Now in Registration
9 Aerco Corp.
Dec. 20 (letter of notification) 816 shares of 5% cumu¬
lative participating preferred stock (par $100) and 816
shares of class A common stock (no par) beirig offered
to preferred stockholders of record Dec. 15, 1955, in units
of one share of each class of stock on the basis bf three
units for each four preferred shares held (with an
oversubscription privilege); rights to expire on Feb. 15,
1956. Price—$101 per unit to stockholders; $110 to pub¬
lic. Proceeds—For corporate purposes. Office — Paris
Ave., P. O. Box 248, Northvale, N. J. Underwriter—None.
if Aero-Terra Mineral Exploration Co.
Jan. 20 (letter of notification) 99,320 shares of Class A
common stock. Price—At par ($1 per share). Proceeds
—For equipment and materials and exploration costs,
etc. Office—137 O'Neil St., Kingston, N. Y. Underwriter
—None.

Allegheny Manganese & Iron Corp.
Dec. 28 filed 580,000 shares of common stock, of which
530,000 shares are to be offered publicly. Price—$3 per*
share. Proceeds — For liquidation of liens on mining
properties; for mining equipment and construction of a
laboratory and field office; fbr construction and equip- ■
ment of a plant suitable for the processing of beneficia-
tion of lower grades of manganese ore or Oriskany iron
ore; and for working capital. Office—Charleston, W. Va. -
Underwriter—Mitchell Securities,-Inc., Baltimore, Md. •

Alpha Plastics Corp.
Nov. 18 (letter of notification) 300,000 shares of class A
■tock (par 10 cents).Price—$1 per share. Proceeds—
$90,000 to redeem the preferred stock; $18,100 to be
payable to stockholders for advances heretofore made
to company; for payment of current obligations, etc.; and
for working capital. Office—94-30 166th St., Jamaica,
N. Y. Underwriter — J. E. DesRosiers, Inc., 509 Fifth
Ave., New York 17, N. Y.
American Business Research, Inc.

Dec. 9 (letter of notification) 19,000 shares of non-
cumulative preferred stock. Price — At par ($5 per
ehare). Proceeds—For working capital and general cor¬
porate purposes. Office—8002 Wisconsin Ave., Bethesda,
Md. Underwriter—G. J. Mitchell, Jr., Co., 1420 New
York Ave., N.W., Washington, D. C.

American M. A. R. C.r Inc., Pittsburgh, Pa.
Dec. 30 (letter of notification) 300,000 shares of common
stock. Price—At par ($1 per share). Proceeds—To pur¬
chase Hallett diesel engine business of Moore Machinery
Co. of Los Angeles; complete purchase of the patent
licenses from Diesel Power, Inc. and operating capital.
Office—Oliver Building, Mellon Square, Pittsburgh 22,
Pa. Underwriter—Langley-Howard, Inc., Pittsburgh, Pa.

Applied Science Corp. of Princeton
Jan. 16 (letter of notification) 8,200 scares of common
stock (par $2) to be offered to stockholders at rate of
6.2 shares for each 100 shares owned. Price — $13 per

share. Proceeds — For expansion of plant and equip¬
ment and for working capital, etc. Business—Electronics.
Office—Princeton Junction, N. J. Underwriter—None.
Arizona Public Finance Co., Phoenix, Ariz.

Sept. 16 filed 78,006,081 shares of common stock to be
offered for subscription by holders of life insurance
policies issued by Public Life Insurance Co. Price—^0
cents per share. Proceeds—For working capital. Under¬
writer—None, sales to be directly by the company or by
salesman of the insurance firm.

Atlantic City Electric Co. (2/1)
Dec. 29 filed 75,000 shares of common stock (par $6.50).
Price—To be supplied by amendment. Proceeds—For
construction program. Underwriters—Union Securities
Corp. and Smith, Barney & Co., both of New York.
Atlas Industries, Inc., „Houston, Texas

Oct. 10 (letter of notification) 200,000 shares of com¬
mon stock (par one cent). Price—$1.50 per share. Pro¬
ceeds—To purchase dies and materials and for working
capital, etc. Office — 6006 Harvey Wilson Drive, Hous¬
ton, Texas. Underwriter — Benjamin & Co., Houston,
Texas.

Atlas Investment Co., Las Vegas, Nev.
Jan. 9 filed 20,800 shares of class B common voting stock,
of which 12,000 shares are to be offered for public sale
at $50 per share and 8,800 shares are to be offered in
exchange for preferred stock. Proceeds—For payment of
bank loans, and for capital and surplus. Underwriters—
Rex Laub and Max Laub, of Tremonton, Utah, and M. D.
Close Mortgage & Loan Co. and Jack Hemingway Invest¬
ment Co., of Las Vegas, Nev.

New York. Boston Pittsburgh Chicago «

Philadelphia San Francisco Cleveland

Private Wires to all offices

9 Atlas Plywood Corp., Boston, Mass. /.-/.v
Nov. 14 filed 97,144 shares of common stock (par $1)
being offered in exchange lor the outstanding 291,431
shares of common stock of Plywood, Inc. on the basis of
one Atlas share for each three Plywood shares held.
Atlas then owned 496,680 shares of Plywood, Inc. stock
and desired to acquire at least an additional 133,809
shares, in order to bring its holdings of such stock to ;
80%. At Jan. 19, Atlas owned more than 85% of Ply¬
wood stock and extended exchange offer to expire on
Feb. 20.

Augusta Newspapers, Inc., Augusta,.Ga^ , * •>'/.///;'
Jan. 13 filed 10,000 shares of 6% cumulative preferred
stock (par $10) and 91,704 shares of 6Mz% convertible
preference stock, (par $7). Price — To be supplied by.
amendment. Proceeds — To purchase 6,735 additional
shares of $100 par common stock of Southeastern News- ;
papers, Inc. Underwriter—Johnson, Lane, Space & Co.,
Inc., Savannah, Ga. , .

Automatic Tool Corp. .

Sept. 7 (letter of notification) 20,000 shares of common *
stock (par $1). Price—$5 per shareJ- Proceeds^-To jetf!
up a factory and purchase equipment and machinery for ..»/*

^ manufacture and sale of the "grip-lock" driver and
screw. Office—137 Grand St., New York, N. Y. . Under¬
writer—Ellis-Greenberg Co., 1051; Garroll-St.- Brooklyn, <
N. Y

if Axe-Houghton Fund B, Inc.v. ^
Jan. 19 filed 2,000,000 shares of capital stock. Price—At
market. Proceeds—For investments. * ■' * - \ '

B. S. F. Co., Birdsboro, Pa. ^ '
Dec. 30 filed 92,636 shares of capital stock (par $1) to -
be offered for subscription by stockholders of record
Jan. 20, 1956, at the rate of one new share for each two
shares held. Price—To be supplied by amendment. Pro¬
ceeds—For investment. Business—A registered invest¬
ment company. Underwriter—None. \

^ Bankers Discount & Finance Co., Inc.1 (2/6)
Jan. 20 (letter of notification) 600,000 shares of common
stock (par 10 cents). Price—50 cents per share. Proceeds
—To purchase contracts, notes and mortgages from con¬
tractors. Office—Mt. Prospect Ave., Newark, N. J. Un¬
derwriter—Marlin Securities Co., same city.

Bethel & Mt. Aetna Telephone & Telegraph Co.;.
Jan. 5 (letter of notification) 3,000 shares of 5% cumu¬
lative preferred stock (par $50). Price—$52 per share.
Proceeds — For the conversion of the Womelsdorf Ex¬
change from magneto to automatic dial operation and
to provide working capital. Office—100 East Main St.,
Myerstown, Pa. Underwriter—Blair & Co., Inc., Phila¬
delphia, Pa. ] . ...

Big Ridge Uranium Corp., Reno, Nev. ■-
Oct. 19 (letter of notification) 9,000,000 shares of common
stock (par one cent). Price — Three cents per share. ■
Froceeds—For exploration and development costs. Office
—206 North Virginia St., Reno, Nev. Underwriter—Mid i
America Securities, Inc., Salt Lake City, Utah.

Big Ute Uranium Corp., Overton, Nev. -
Oct. 28 (letter of notification) 3,000,000 shares of com¬
mon stock. Price—At par (10 cents per share). Proceeds
—For. mining expenses. Underwriter—James E. Reed
Co., Inc., Reno, Nev.

Birdair Structures, Inc.
Dec. 16 (letter of notification) 1,400 shares of preferred
stock (par $100) and 28,000 shares of common stock
(par 10 cents) to be sold in units of one preferred
share and 20 common shares. Price—$102 per unit.
Proceeds—For equipment and working capital. Business
—Lightweight portable structures. Address—c/o Walter
W. Bird, President and Treasurer, 355 No.'Forest Road,
Williamsville, N. Y. Underwriter—None.

Blue Lizard Mines, Inc.
Jan. 17 filed $900,000 of 8% convertible subordinated
debentures due 1976. Price—100% of principal amount.
Proceeds—To make additional cash payment on purchase
contracted and for mining expenses. Office—Salt Lake
City, Utah. Underwriter—None.

B-Thrifty, Inc., Miami, Fla. <• n

Nov. 23 filed 37,000 shares of class A common stock (par
$25). Price—$38 per share. Proceeds—To open addi¬
tional retail stores. Business— Supermarket concern.
Office—5301 Northwest 37th Ave., Miami, Fla. Under¬
writer—None.

if California Water & Telephone Co. (2/8)
Jan. 19 filed 150,000 shares of common stock (par $12.50).
Price—To be supplied by amendment. Proceeds — For
property additions and improvements. Underwriter—
Blyth & Co., Inc., San Francisco, Calif., and New York,
N. Y. .

9 Canuba Manganese Mines, Ltd.
Oct. 27 filed 500,000 shares of capital stock (par $1-
Canadian); Price—$1.50 per share. Proceeds—For ex¬
ploration of mining properties in Cuba. Office—Toronto,
^Canada. Underwriter — Baruch Brothers & Co., Inc.,
New York. Statement withdrawn on Jan. 10. v

if Capital Bakers, Inc., Harrisburg, Pa.
Jan. 19 (letter of notification) 4% non-convertible de¬
benture bonds to be offered to employees. Price—At par
(in denominations of $50 each. Proceeds—For working
capital. Office—50 N. 13th St., Harrisburg, Pa. Under¬
writer—None.

if INDICATES ADDITIONS*
; SINCE PREVIOUS ISSUE

9 ITEMS REVISED

* Central Power & Light Co. (2/14)
Jan. 23 filed $10,000,000 of first mortgage bonds, series
G, due Feb. 1, 1986. Proceeds—To repay bank loans and
for construction program. Underwriter — To be deter¬
mined by competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc.; Lehman Brothers and Glore, Forgan
& Co. (jointly); Kidder, Peabody & Co.; Union Securi¬
ties Corp.; Merrill Lynch, Pierce, Fenner & Beane and
Salomon Bros. & Hutzler (jointly); The First Boston
Corp.; Kuhn, Loeb & Co. Bids—Expected to be received
up to noon (EST) on Feb. 14.
9 Century Acceptance Corp. (1/30-2/3)
Nov. 7 filed $750,000 of .participating junior subordi¬
nated sinking fund 6% debentures due Nov. 1, 1970 (with
detachable common stock purchase warrants for a total
of 22,500 shares of common stock/ par $1 per share).
Price—At 100% (in units of $500 each): Proceeds—For
working capital, etc. Underwriter—Paul C. Kimball 6c
Co., Chicago, 111. '- V.v' '*

Cessna Aircraft Co., Wichita, Kansas ^ - i
Jan. 3r (letter of notification) 3,840 shares of common
stock (par $1).? Price—$26 per share.'Proceeds — To a

selling stockholder: Office—5800 Pawnee Road, Wichita,
Kansas. Underwriter—Harris Upham & Co:, Wichita,
Kansas.T

■■ •*, ./v"C"';'."f"//. "
vY> Charleston Parking Service, Inc.. >

Aug. 1 (letter of notification) 120,000 shares of non¬
voting common stock, class A—(par 50 cents) and 60,000
shares of voting common stock, class B (par 10 cents)
to be offered in units of two class A and one class B
share. Price—$5 per unit. Proceeds—For general work¬
ing capital. Office—505 National Bank of Commerce
Building, Charleston, W. Va. Underwriter—CrichtoD
Investment Co., same address. c

Chemical Ventures Syndicate, Ltd.
Dec. 23 (letter of notification) 295,000 shares of common
stock (par one cent). Price—$1 per share. Proceeds—
To acquire property, purchase inventory and for work¬
ing capital and general corporate purposes. Office—129
South State St., Dover, Del. Underwriter—Mortimer B.
Burnside & Co., Inc., New York.

Cisco Uranium Corp., Salt Lake City, Utah
Aug. 10 (letter of notification) 7,000,000 shares of capital
stock (par one cent). Price—Three cents per share.
Proceeds—For mining expenses, etc. Office—2630 South
2nd West, Salt Lake City, Utah. Underwriter—Denver
Securities, Inc., Denver, Colo.
Citizens Credit Corp., Washington, D. C. .

Sept. 27 (letter of notification) $245,000 of 6% subordi¬
nated debentures due 1975 (with warrants to purchase
2,450 shares of class A common and 490 shares of clasi
B common stock). Price—99%. Proceeds—To supply
capital to subsidiaries. Office—1028 Connecticut Ave.,
N. W., Washington, D. C. Underwriter—Emory S. War¬
ren & Co.j same address, r > *"
9 Coastal States Oil & Gas Co.

Dec. 19 filed 500,000 shares of common stock (par $1).
Price — To be supplied by amendment (expected at
around $7 per share). Proceeds—To pay off loans in¬
curred for land purchases, for construction of gas pipe¬
lines and for further drilling. Business—To develop oil
lands. -Office— Corpus Christi, Texas. Underwriter —
Blair & Co., Incorporated, New York. Offering— Ex¬
pected some time in February.

Colohoma Uranium, Inc. (3/1)
Nov. 9 filed 2,500,000 shares of common stock (par one
cent). Price—40 cents per share. Proceeds—For explora¬
tion and development expenses and for general corpo¬
rate purposes. Office—Montrose, Colo. Underwriters—
General Investing Corp., New York; and Shaiman & Co.,
Denver, Colo.
Continental Copper & Steel Industries, Inc.

Dec. 21 filed 263,771 shares of common stock (par $2)
being offered for subscription by stockholders at rate of
one new share for each five shares hefd Jan. 16, 1956;
rights to expire Feb. 2. Price—$10 per share. Proceeds—
To increase inventories and receivables required for ex¬

pansion of sales and for other general corporate pur¬
poses. Underwriters—Allen & Co., P. W. Brooks & Co.
Inc. and Auchincloss, Parker & Redpath, all of New York.

Cooper-Jarrett Inc. (1/30-2/3)
Jan. 10 filed (with ICC) 125,000 shares of common stock
(par $1). Price—To be supplied by amendment. Pro¬
ceeds—To selling stockholders. Underwriter—Allen &
Co., New York.
9 Craig Systems, Inc., Danvers, Mass. (2 7)
Jan. 13 filed 355,000 shares of common stock (par $1), of
which 230,000 shares are to be sold for account of com¬
pany and 125,000 shares for selling stockholders. Price—.
To be supplied by amendment. Proceeds—To purchase]
assets of LeFebure Corp.; for working capital; for reduc-'
tion of borrowings or for any other corporate purpose/
Underwriters—Hemphill, Noyes & Co., W. E. Hutton &
Co. and Lee Higginson Corp., all of New York.

Cross-Bow Uranium Corp. * - ^ -

Aug/29 (letter of notification) 5,000,000 shares of com¬
mon stock. Price—At par (six cents per share). Pro¬
ceeds— For mining operations. Office — 1026 Kearni
Bldg., Salt Lake City, Utah. Underwriters—Potter In¬
vestment Co., and Mid-America Securities, both of Salt
Lake City, Utah. / ' ' i
★ Crystal City Mining Co., Spokane, Wash.
Jan. 17 (letter of notification) 750,000 shares of common
stock-(par 10 cents). Price—15 cents per share. Proceeds
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—For purchase of milLsite and mill -equipment, devel¬
opment of properties and working capital../Office—808
E. Sprague, Spokane, Wash. Underwriters—None. ; r r

• Cuba (Republic of) (1/30-2/3): ^: ;/: .

Nov. 21'filed $2,000,000 ot *4%' Veterans,;;Courts and
Public Works bonds due 1983. Price—To be supplied
by amendment. Proceeds — To Romenpower Electra
Construction Co. Underwriter—Allen & Co., New York.

Cumberland Corp., Lexington, Ky.
Dec. 30 filed $900,000 of 12-year 5% sinking fund deben¬
tures due Jan. 15, 1968, and 90,000 shares of common
stock (par 50 cents) to be offered in units of $500 of
debentures and 50 shares of stock. Price—To be supplied
by amendment (about $550 per unit). Froceeds —To
build plant to make charcoal brickettes and chemical
byproducts, notably furfural. Underwriters—William
R. Staats & Co., Los Angeles, Calif.; Carl M. Loeb,
Rhoades & Co., New York, N. Y., and The Bankers Bond
Co., Louisville, Ky. Offering—Expected today (Jan. 26)
or tomorrow (Jan. 27).

Dallas Power & Lig'.t Co. (2/15) ><, , „ , •;>

Jan. 13 filed $10,000,000 of first mortgage bonds due
1986. Proceeds—For construction program and to repay
bank loans. Underwriter — To be determined by com¬

petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; The First Boston Corp.; Salomon Bros. & Hutzler;
Kidder, Peabody & Co. and Merrill Lynch, Pierce, Fen-
ner & Beane (jointly); Union Securities Corp.; Equitable
Securities Corp.; Lehman Brothers; Blair & Co. Incor¬
porated. Bids—Tentatively scheduled to be received up
to noon (EST) on Feb. 15. -

CeKa'b-Ogle Telephone Co., Sycamore,

Pec* 30 (letter of notification) 25,695 shares of .common
stock. Frice—At par ($10 per share). Proceeds^-To be
used for conversion to automatic dial operation^ Office j.
—112 West Elm Street, Sycamore, 111. Underwriter— /
None. | ^ . . . : . / y||;" f

NEW ISSUE
January 27 (Friday)

Lisbon Uranium Corp.- _—Cortimon^
(O.ifrin^ to stockholders—110 under«riting) 1,306,209 shares

January 30 (Monday)'
. Century Acceptance Corp :_ .Debentures :

—

(Paul C. Kimball & Co.) $750,030 '

■'* Cooper-Jarrett, Inc. 1 ....Common
(Allen & Co.) 125,000 shares " ; :

Cuba (Republic of) __: , Bonds
- ( Allen & Co.) 82,000,000 " V;:\"."

O'Quin Corp. Preferred
(Arnold Peldman Co.) $46,500 .

Western States Refining Co Debens. & Common
(J. Barth & Co.) $1,102,500

January 31 (Tussday)
Northwestern Bell Telephone Co._____Debentures _

• - (Lids 11 a.m. K_T) $25,000,000 ■-■• f

Southern Mining & Milling Co Common
(Franxlin oecuruics Co.) $300,000

Texas Utilities Co Common
(Bids 11 a.m. EST) 400,000 shares

February 1 (Wednesday)
Atlantic City Electric Co* ______ Common
(Union Securities Corp. and Smith, Barney & Co.) 75,000 shares

Chicago & North Western Ry._.Equip. Trust Ctfs.
(Bids noon Ct>T| $3,900,000

Raytone Screen Corp...— Common
(A. J. Gra>s_n & Co., Inc.) $300,000

Reynolds Metals Co.. _________Preferred
(Diiicn, Read & Co. Inc. and Reynolds & Co.) $40,000,000

Royal McBee Corp Common
(Ofiering to stockholders—to be underwritten by

Kuhn, Loeb & Co.) 191,834 shares

Seaboard Drug Co., Inc...... Class A
(Foster-lMann, Inc.) $300,000

: February 2 (Thursday)
Chesaoeake & Ohio Ry ....Equip, Trust Ctfs.

i " (Bids noon EST) $4,800,009

February 6 (IVlonday)
Bankers Discount & Finance Co., Inc Common

(Marlln Securities Co.) $300,000

General Telephone Co. of California Preferred
(To be offered under exchange other—to be underwritten by

Paine, Webber, Jackson & Curtis and Mitclium, Jones \
& Templetcn) $14,377,240 >/.'<■

West Disinfecting Co._.j ________ Common
: (Co/fin & Eurr, Inc.) $58,000

~ , February 7 (Tuesday)

Craig Systems, Inc ; Common
(Hemphill, Noyes.& Co.; W. E. Hutton & Co.; and _•*.

r, Lee Higglnson. Corp.) 335,000 shares :

February 8 (Wednesday)
California Water & Telephone Co Common

(Blyth & Co., Inc.) 150,000 shares

Radiation, Inc. Class A Common
(Johnson, Lane, Space & Co., Inc.) $750,000 -

' - 1 February 13 (Monday) ~ - r
':

Piasecki Aircraft Corp ....Common
(Emanuel, Deetjen & Co.) 200,000 shares . ' - .

Western Greyhound Racing, Inc Common
CM. J. Reiter C«.) $2,250,000 ... ' t

Delta Minerals Co., Casper, Wyo.
Sept. 20 ,(letter of notification) 600,000 shares of non¬
assessable,common stock (par five cents). Price—50 centi
per share. Proceeds—Expenses incident to mining oper¬
ations. Office—223 City and County Bldg., Casper, Wyo

•

Underwriter—The Western Trader & Investor, Salt Lake
City, Utah. •. „ ,

Del-Valley Corp.
Dec. 13 (letter of notification) $235,000 of junior lien
bonds due in two years from date of issue without in¬
terest. Price—80% of principal amount. Proceeds—
To reduce mortgages and for construction cost. Office
—Cherry Hill, near Camden, N. J. Underwriter—Blair
& Co. Incorporated, Philadelphia, Pa. : •

Dennis Run Corp., Oil City, Pa. '
Nov. 28 (letter of notification) 46,000 shares of common
stock (par $1). Price—$6.50 per share. Proceeds—To
pay bank loans and debts; and for working capital.
Office—40 National Transit Bldg., Oil City, Pa. Under¬
writer—Grover O'Neill & Co., New York. -

Dinosaur Uranium Corp., Salt Lake City, Utah
Aug. 15 (letter of notification) 15,000,000. shares of com¬
mon stock. Price—At par (one cent per share). Pro¬
ceeds—For expenses incident to mining activities. Offie*
—15 Exchange Place, Salt Lake City, Utah. Underwriter
—Western States Investment Co., same city.

< Eagle Rock Uranium Co., Salt Lake City, Utah
Sept. 19 (letter of notification) 30,000,000 shares of non¬
assessable common stock. Price—At par (one cent pei
share). Proceeds — For expenses incident to mining
activities. Office—214 East 5th South, Salt Lake Citv.

: Utah.,, Underwriter—Valley State Brokerage, Inc., Ltf
Vegas, Nev. '

East Basin Oil & Uranium Co.
Oct. 25 (letter of notification) 1,500,000 shares of com¬
mon stock (par one cent). Price—20 cents per sharo
Proceeds—For expenses incident to drilling for oil and
gas. Office—Colorado Bldg., Denver, Colo. Underwrite!
—Philip Gordon & Co., Inc., New York.

CALENDAR
February 14 (Tuesday)

Central Power & Light Co Bonds
;./V (Bids noon EST) $10,000,000

Glasscock (C. G.)-Tidelands Oil Co Common
(First California Co.; William R. Staats & Co.; and Eastman,

■ i; : "••'■•y Dillon & Co.) 350,000 shares
Southern California Edison Co Preferred

(The First Loston Corp. and Dean Witter & Co.)
1,200,000 shares

February 15 (Wednesday)
Dallas Power & Light Co Bonds

(Bids to be invited) $10,000,000

Elco Corp. Common
V(S. D. Fuller & Co.) $212,500

Lowenstein (M.) & Sons, Inc Debentures
(Eastman, Dillon & Co.) $10,000,000 .

February 23 (Thursday)
Southern Indiana Gas & Electric Co Common
(Offering to stockholders—may be underwritten by Smith, .

Barney & Co.) 83,030 shares

February 27 (Monday)
Kansas Gas & Electric Co _ Bonds

(Bids 11 a.m. EST) $7,000,000

Kansas Gas & Electric Co Common
"TV'. ■ (Bids 11 a.m. EST) 200,000 shares

February 28 (Tuesday)
Texas Electric Service Co Bonds

(Bids to be invited) $10,000,000

; February 29 (Wednesday)
L-O-F Glass Fibers Co Common

' / ' (Offering to stockholders)

Northern States Power Co Common
(Bids 10 a.m. CST) 704,466 shares

Northern States Power Co. Preferred
(Lids 11 a.m. CST) 810,000,000

March 1 (Thursday)
Colohoma Uranium, Inc Common

(General Investing Corp.) $1,000,000

Mississippi Power Co._________ Bonds
(Bids to be invited) $1,000,000

Mississippi Power Co._^ Preferred
. » (Bids to be invited) $4,000,000

March 6 (Tuesday)
Bell Telephone Co. of Pennsylvania Debens.

• (Eids to be invited; $35,000,000

... March 7 (Wednesday)
Houston Lighting & Power Co .Bonds

(Bids to be invited) $35,000,000

I March 15 (Thursday)
Alabama Power Co Bonds

(Bids to be invited) $14,000,000

March 27 (Tuesday)
New York Telephone Co Bonds

; - (Bids to be invited) $55,000,000

March 29 (Thursday)
Georgia Power Co .... Bonds

(Bids to be invited) $16,000,000

May 1 (Tuesday)
Columbia Gas System, Inc Debentures

• 'it - (Bids to be invited) $10,000,000

• Edgemont Shopping Center, Inc., Chicago, III.
Oct. 14 filed 6,000 shares of class A common stock. Pneo
—At par ($100 per share). Proceeds^-To acquire title
to shopping center in Lansing, Mich., from builder of
center. Underwriter—No^e, offering to be made through
officers of company. Funds aYe to be held in escrow (if
not enough is received, funds will be returned to pur¬
chasers of stock). Statement effective Jan. 6.

Elco Corp., Philadelphia, Pa. (2/15)
Dec. 28 (letter of notification) 100,000 shares of common
stock (par 25 cents) to be issued upon exercise of war¬
rants previously issued. Price—At market (estimated at
$2.12% per share). Proceeds — For general corporate
purposes. Office—M. Street, below Erie Ave., Philadel¬
phia, Pa. Underwriter—S. D. Fuller & Co., NewYork,N.Y.

■ ic Elgen Corp., Dallas, Texas
Jan. 17 filed 38,600 shares of common stock (par 25
cents). Price—$12.25 per share. Proceeds — To repay
bank loans; for new construction; and for other corpor¬
ate purposes. Business—Furnishes oil and gas industry
with an electrical well logging service. Underwriter—
None.

it Empire Petroleum Co., Denver, Colo.
Jan, 18 filed $2,000,000 of series "C" 6% convertible
debentures due 1970 and 1,000,000 shares of common
stock (par $1), of which $1,500,00 principal amount of
debentures are to be offered publicly; the remaining
$500,000 of debentures and the stock to be reserved for
sale by the company to associates of the officers of the
company and to the company's present security holders.
Price — For debentures, at par (in denominations of
$1,000 each) and for stock, $2 per share. Proceeds—To
retire royalty units and debentures; for captial expendi¬
tures; and for working capital. Underwriter — H. Carl
Aiken Invesments, Denver, Colo.

it Escalante Garlic Corp., Caliente, Nev.
Jan. 20 (letter of notification) 97,417 shares of capital
stock. Price — At par ($1 per share). Proceeds—For
working capital, Office—63 Clover St., Caliente, Nev.
Underwriter—None.

Farm & Home Loan & Discount Co.,
Phoenix, Ariz.

Dec. 1 filed 240,000 shares of class A (voting) common
stock (par $25 cents); 214,285 shares of class B (voting)

0 common stock (par 35 cents); and 300,000 shares of class
C (non-voting) common stock (par 50 cents). Of these
shares, 40,000 are to be offered to officers, directors and
employees of the company. Class A, B and C stock will
also be issued to policyholders of the Farm & Home
Insurance Co. in exchange for the assignment of their
insurance dividends. Price— At their respective par
values. Proceeds—For working capital. Underwriters—■
James E. McNelis and John J. Rhodes.

Farmer's Educational and Co-Operative Union off
America, Denver, Colo.

Nov. 23 filed $2,300,000 of registered debentures, series
A; $500,000 of registered savings debentures, series B;
and $1,200,000 of registered savings debentures, series
C. Price—At par (in units of $100, $125 and $120, re¬

spectively). Proceeds — To be loaned to or invested In
Union subsidiaries; to retire outstanding indebtedness;
and to expand the Union's educational activities. Under¬
writer—None. Debentures to be sold by salesmen, deal¬
ers and agents, and by officers, directors and employees
of the Union, which is often referred to as National
Farmers Union. ' ' '' •'••"'•■' •

it Fidelity Finance Corp. (dba American Finance
Co.

Jan. 13 (letter of notification) $300,000 of 15-year 6%
sinking fund debentures due in 1970 (in denominations
of $1,000 and $500). Price—At par. Proceeds—To reduce
bank borrowings and retire outstanding notes. Office—•
10 N. California St., Stockton, Calif. Underwriter—.
Wilson, Johnson & Higgins, San Francisco, Calif.

Fine Arts Acceptance Corp.
Jan. 3. (letter of notification) 20,000 shares of common
stock (par $10). Price—$11.50 per share. Proceeds—For
the purchase of a larger amount of instalment contracts.
Office—2901 Philadelphia Saving Fund Building, Phila¬
delphia 7, Pa. Underwriter—Woodcock, Hess & Co., Inc.
and Boenning & Co., both of Philadelphia, Pa.
• First Federal Life Insurance Co., Baltimore, Md.
Dec. 21 filed 20,000 shares of capital stock (par $10)
being offered for subscription by class A and class B
stockholders of The Finance Co. of America at Baltimore
of record Jan. 12 on a l-for-5 basis; rights to expire on
Jan. 31. Price—$20.50 per share. Proceeds—For capital
and surplus account. Underwriter — None, but Louis

1

Eliasberg, Louis Eliasberg, Jr., and Richard A. Eliasberg
(President) are committed to purchase any unsubscribed
shares. ' ' • r ,

Fleetwood Motel Corp., Philadelphia, Pa.
Jan. 5 (letter of notification) 24,550 shares of class A
commop stock and 4,910 shares of class B common stock
(both par $1) to be sold in units of one share of class B
common and five shares of class A common. Price—$6
per unit. Proceeds—To be applied toward purchase of
real estate, and the erection of the building, furnishings
and working capital. Office—Suite 808, 121 South Broad
St., Philadelphia 7, Pa. Underwriter—Woodcock, Hess &
Co., Inc., Philadelphia, Pa.
Fort Pitt Packaging International, Inc.

June 30 filed 300,000 shares of common stock (par W),
of which 250,000 shares of for account of company and
50,000 shares of five selling stockholders. Price—$3 per
share. Proceeds—For working capital; for exploitation
of "Totosave" system; and for marketing of "Tropic-
Ray" infra-red space heater. Office— Pittsburgh, Pa.
Underwriter—Barrett Herrick & Co., Inc., New York.

Continued on page 88

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



88 (544)
The Commercial and Financial Chronicle ... Thursday, January 26, 1956

Continued from page 87

Franklin Railway Supply Co.
Oct. 19 (letter of notification) 20,000 shares of common
stock (no par) to be offered for. subscription by stock¬
holders. Price—$10 per share. Proceeds—To reduce
unsecured bank loans and for working capital. Office
927 Market St., Wilmington, Del. Underwriter—None,
But C. W. Floyd Coffin and Herman F. Ball have agreed
to purchase all shares not subscribed for by stockholders.
Fremont Uranium Co., Salt Lake City, Utah

.Aug. 1 (letter of notification) 15,000,000 shares of com¬
mon stock. Price—At par (one cent per share). Pro¬
ceeds—For mining expenses. Office—515 Deseret Bldg.,
Salt Lake City, Utah. Underwriter — Moab Brokerage
Co., Western States Investment Co., Potter Investment
Co., Mid-America Securities, Inc. of Utah, and Cashin-
Emery, Inc., all of Salt Lake City, Utah.
• Frontier Assurance Co., Phoenix, Ariz.
Dec. 2 (letter of notification) 2,000 shares of class B
voting common stock (par $25), being offered for sub¬
scription by holders of class A common stock on a 2-
for-1 basis from Jan. 15 to April 1, 1956. Price—$36.50
per share. Proceeds—For capital and surplus. Office—
4143 N. 19th Ave., Phoenix, Ariz. Underwriter—None.
if G. B. Investment Co., Chandler, Ariz.
Jan. 19 (letter of notification) 1,000 shares of common
stock. Price—At par ($100 per share). Proceeds — To
purchase property and for improvement of same. Address
—Box 575, Chandler, Ariz. Underwriter—None.

Gas Hills Mining and Oil, Inc.
Jan. 4 (letter of notification) 1,200,000 shares of com¬
mon stock (par five cents). Price — 25 cents per share.
Proceeds—For expenses incident to mining operations.
Office—Kemmerer, Wyo. Underwriter—Philip Gordon
& Co., Inc., New York 6, N. Y.
• General Telephone Co. of California (2/6)
Jan. 17 filed 718,862 shares of 4%% cumulative preferred
stock (par $20), to be offered in exchange for 718,862
shares, a part of the outstanding 1,437,724 shares, of
cumulative preferred stock, 5% 1947 series (par $20) on
a basis of one new share and $1.50, plus 8Y3 cents ac¬
crued dividend to Feb. 29, 1956, for each old share from
about Feb. 3 to Feb. 23; unexchanged new preferred
stock to be offered publicly. Price—To be supplied by
amendment. Proceeds — To repay bank loans. Under¬
writers—Paine, Webber, Jackson & Curtis, New York,
and Mitchum, Jones & Templeton, Los Angeles, Calif.
^-General Uranium Corp. (N. J.), New York
Jan. 18 filed 400,000 shares of common stock (par 10
cents). Price—$1 per share. Proceeds—For plant facil¬
ities, survey of property and underground development.
Underwriter—None. Maurice Schack, Middletown, N. Y.,
is President.

Glasscock (C. G.) -Tidelands Oil Co. (2/14)
Jan. 18 filed 350,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—From
sale of stock, together with funds from private sale of
33,000,000 notes to insurance company, to repay advances
to company, to pay for cost of new drilling platform and
for cost of other captal expenditures and for working
capital. Office—Corpus Christi, Tex. Underwriters—
First California Co., San Francisco, Calif.; William R.
Staats & Co., Los Angeles, Calif.; and Eastman, Dillon
& Co., New York.
Golden Dawn Uranium Corp., Buena Vista, Colo.

Dec. 27 (letter of notification) 3,000,000 shares of capital
stock (par five cents). Price—10 cents per share. Pro¬
ceeds — For mining expenses. Underwriter — Bel-Air
Securities Co., Provo, Utah.
Guaranty Income Life Insurance Co.

Dec. 30 (letter of notification) 24,000 shares of capital
stock (par $5) to be offered first to stockholders; then
policyholders and the public. Price—$10 per share. Pro¬
ceeds—For working capital. Address—P. O. Box 2231,
Baton Rouge, La. Underwriter—None.
• Gulf Coast Leaseholds, Inc., Houston, Texas
Sept. 14 filed $2,000,000 of 5% sinking fund convertible
debentures due Sept. 1, 1965 to be sold to Brandel Trust.
Price—$1,825,000, plus accrued interest of $29,632. Pro¬
ceeds—To purchase certain working or leasehold inter¬
ests in oil and gas interests. Underwriter—None. State¬
ment withdrawn Nov. 28.

Gulf Natural Gas Corp., New Orleans, La.
Dec. 30 filed, $(?00,000 of 10-year 5% debentures due
Jan. 1, 1966. Price—100% of principal amount. Pro¬
ceeds—For construction costs. Underwriter—^-None.

Gulf Oil Corp., Pittsburgh, Pa.
Jan. 10 filed 1,534,446 shares of capital Stock (par $25)
to be offered in exchange for shares of common stock
ofWarren Petroleum Corp. in the ratio of four shares of
Gulf for each five shares of Warren. If, prior to the
expiration of the offer, less than 1,753,133 Warren shares
{90%) but at least 1,558,340 shares (80%) are deposited
thereunder, Gulf may at its option accept all shares of
Warren so deposited,

* Half Moon Uranium Corp., Ogden, Utah
Aug. 10 (letter of notification) 8,000,000 shares of capital
stock. Price—At par (two cents per share). Proceeds
—For mining expenses. Office—E-17 Army Way, Ogden,
Utah. Underwriter—United Intermountain Brokerage
Corp., Ogden, Utah.
• Hammermill Paper Co., Erie, Pa.
Dec. 20 filed 166,400 shares of common stock (par $2.50)
to be offered in exchange for shares of capital stock
of Watervliet Paper Co. in the ratio of 26 shares of
Hammermill common stock for each 25 shares of Water¬
vliet stock. This offer is subject to acceptance by hold¬
ers of at .least 128,000 shares (80% of outstanding Water¬
vliet stock); Underwriter — None. Statement effective
Jan. 10.

Helio Aircraft Corp., Canton, Mass.
Dec. 29 filed 150,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—For im¬
provements, research, development and working capital.
Office—Metropolitan Airport, Canton (Norwood P. O.),
Mass. Underwriter—To be supplied by amendment.

Helio Aircraft Corp., Canton, Mass.
Nov. 3 (letter of notification) 24,000 shares of common
stock. Price—$5 per share. Proceeds—For administra¬
tive and engineering expenses. Office — Metropolitan
Airport, Canton (Norwood P. O.), Mass. Underwriter—
None.

. l'

if Holiday Mines, Inc., Bremerton, Wash.
Jan. 16 (letter of notification) 50,000 shares of common
stock. Price—$1 per share. Proceeds—For mining ex¬

penses. Office—515 Fourth St., Bremerton, Wash. Under¬
writer—None.

. .. ■ ; /v:''
Hometrust Corp., Inc., Montgomery, Ala.

Jan. 5 filed 125,000 shares of common stock (par $1).
Price—$5 per share. Proceeds—To expand operations
of subsidiary and increase investment therein. Under¬
writer—None.

Household Gas Service, Inc.
Jan. 6 (letter of notification) 920 shares of 6% cumula¬
tive preferred stock. Price—At par ($25 per share) and
accrued dividends. Proceeds—To repay indebtedness and
for working capital. Office — Clinton;~N. Y. Under¬
writer—Mohawk Valley Investing Co., Utica, N. Y.

Hunt Uranium Corp., Green River, Utah
Aug. 22 (letter of notification) 1,200,000 shares of com¬
mon stock. Price—At par (25 cents per share). Pro¬
ceeds—For expenses incident to mining activities. Un¬
derwriter — Elmer K. Aagaard, 323 Newhouse Bldg.,
Salt Lake City, Utah. . ,'',■" ■ . - . , ■

^ <

Hydro-Loc, Inc., Seattle, Wash.
Oct. 25 (letter of notification) 1,674 shares of capital
stock. Price—At par ($100 per share). Proceeds—For
working capital, etc. Office—603 Central Bldg., Seattle
4, Wash. Underwriter—Pacific Brokerage Co. of Seattle,
Wash.

Ideal-Aerosmlth, Inc., Hawthorne, Calif.
Dec. 16 (letter of notification) 150,000 shares of capital
stock (par $1). Price— $2 per share. Proceeds—For
equipment, machinery, inventory, etc. Office—12909 So.
Cerise Ave., Hawthorne, Calif. Underwriter—Samuel B.
Franklin & Co., Los Angeles, Calif.

Indian Monument Uranium Mining Corp.
Sept. 6 (letter of notification) 3,000,000 shares of com¬
mon stock (par one cent). Price—10 cents per share.
Proceeds — For expenses incident to mining activities.
Office—205 Byington Building! Reno, Nev. Underwriter
—Richard L. Dineley, same address.

Inland Mineral Resources Corp., N. Y.
Dec. 12 (letter of notification) 600,000 shares of com¬
mon stock (par one cent). Price—50 cents per share.
Proceeds—For mining expenses. Office—42 Broadway,
New York, N. Y. Underwriter—G. F. Rothschild & Co.,
same address.

Insulated Circuits, Inc., Belleville, N. J.
Nov. 10 filed 100.000 shares of 6% convertible preferred
stock (cumulative if and to the extent earned). Price—
At par ($5 per share). Proceeds—For general corporate
purposes. Underwriter — Alexander Watt & Co., Inc.,
New York.

International Investors Inc., New York
Aug. 23 filed 200,000 shares of capital stock (par $1),
Price—At market. Proceeds—For investment. Business
—To invest in foreign securities of the free world out¬
side of the United States. Underwriter—I. I. I. Securi¬
ties Corp., 76 Beaver St., New York, N. Y.

International Metals Corp.
Oct. 4 filed 400,000 shares of common stock (par 10
cents). Price—$1 per share. Proceeds—To finance ex¬

ploration and development of mining properties of Re-
cursos Mineros Mexicanos, S. A., Mexican subsidiary,
and to discharge note. Office — Houston, Tex. Under¬
writer—Gearhart & Otis,' Inc., New York.

International Plastic Industries Corp.
Oct. 12 (letter of notification) 150,000 shares of common
stock (par 10 cents). Price—$2 per share. Proceeds—
For advances to Arliss Co., Inc. for purchase of equip¬
ment, etc. Office — 369-375 DeKalb Ave., Brooklyn 5,
N. Y. Underwriter—Kamen & Co., New York.

"Isras" Israel-Rassco Investment Co., Ltd.
Sept. 28 filed 9,000 ordinary shares. Price—At par (1001
Israel pounds each, or about $55 in U. S. funds), payable
in State of Israel Independence Issue Bonds only. Offlee
—Tel Aviv, Israel. Underwriter—Rassco Israel Corp.
New York.

v. Jurassic Minerals, Inc., Cortez, Colo.
Aug. 26 (letter of notification) 2,855,000 shares of non¬
assessable common stock (par one cent). Price—10 cente
per share. Proceeds—For expenses incident to mining
activities. Office — 326 West Montezuma St., Cortes,
Colo. Underwriter — Bay Securities Corp., New York,.
New York.

Kendon Electronics Co., Inc.
Oct. 27 (letter of notification) 60,000 shares of common
stock (par 10 cents). Price—40 cents per share. Proceeds
—To Nicholas J. Papadakos, the selling stockholder. Of¬
fice—129 pierrepont St., Brooklyn, N. Y. Underwriter—
20th Century Pioneer Securities Co., New York.

Lander Valley Uranium & Oil Corp.
Aug. 15 (letter of notification) 3,000,000 shares of com¬
mon stock (par two cents). Price—10 cents per share.
Proceeds—For expenses incident to mining activities.
Office—c/o Warren E. Morgan, President, 1705 East First
South, Salt Lake City, Utah. Underwriter—Empire Se¬
curities Corp., Las Vegas, Nev.

Lawyers Mortgage & Title Co.
Jan. 11 (letter of notification) 60,412 shares of common
stock (par 65 cents) to be offered first to stockholders.
Maxwell M. Powell (Vice-President) and Rudolph J.
Welti (a director) will purchase up to a total of 10,000
shares each of any unsubscribed shares. Price—$1.50 per
share. Proceeds — For working capital. Office — 115
Broadway, New York, N. Y. Underwriter—None.

Life Underwriters Insurance Co., Shreveport, La.
Sept. 26 filed 100,000 shares of common stock (par 25
cents) to be offered for subscription by present stock¬
holders of record July 21, 1955 on the basis of one new
share for each four shares held; rights to expire 45 daya
from the commencement of the offering, after which
unsold shares will be offered to public. Price—$8.75 per
share to stockholders; $10 per share to public. Proceeds
—For expansion and working capital. Underwriter—
None.

Lisbon Uranium Corp. (1/27)
Dec. 26 filed 1,306,209 shares of common stock (par 15£)
to be offered for subscription by common stockholders
of record Jan. 27, 1956, at the rate of three new, shares
for each ten shares held (with an additional subscription
privilege); rights to expire on Feb. 10. Price—$4 per
share. Proceeds—To repay advances by Atlas Corp. of
approximately $4,039,000, which has or will be used "to
acquire option to purchase the so-called Barrett claims
and pay balance of purchase price; for exploration and
drilling expenses, and for other corporate purposes. Of¬
fice—Salt Lake City, Utah. Underwriter—None, but
Wasatch Corp., a subsidiary of Atlas Corp., will pur¬
chase any unsubscribed shares. \ ,

Little Mac Uranium1 Co. -

Sept. 12 (letter of notification) 3,000,000 shares of capi¬
tal stock. Price—At par (10 cents per share). Proceeds
—-Formining expenses Office—440 West 3rd North, Sail
Lake City, Utah. Underwriter—Skyline Securities, Inc^
Denver, Colo. / ,.;.V
• Los Gatos Telephone Co., Los Gatos, Calif.
Jan. 9 (letter of notification) 18,737 shares of commor
stock (par $10) being offered for subscription by com¬
mon stockholders of record Jan. 15, 1956 on the basis
of 0.365 share for each share held (with an oversubscrip¬
tion privilege); rights to expire on Feb. 7. Price—$1{
per share. Proceeds—For equipment and improvements
Office—11 Montebello Way, Los Gatos, Calif. Under¬
writer—None.

Lost Canyon Uranium & Oil Co.
Oct. 6 (letter of notification) 3,000,000 shares of non¬
assessable capital stock (par one cent). Price—10 centi
per share. Proceeds—For expenses incident to minini
operations. Office — Simms Bldg., Albuquerque, N. M
Underwriter—Mid-America Securities Inc. of Utah, Sal
Lake City, Utah. \
if Lowenstein (M.) & Sons, Inc. (2/15) j
Jan. 20 filed $40,000,000 of 25-year subordinate deben¬
tures due Feb. 1, 1981. Price—To be supplied by amend
ment. Proceeds—To repay bank loans; approximately
$5,000,000 to pay balance of purchase price of the inven
tories of the cotton division of Pacific Mills; and $5,718,
336 will be used in connection with the redemption o

54,984 shares of 4%% cumulative preferred stock, serie
A, at $104 per share, plus accrued dividends; and fo.
working capital. Underwriter—Eastman, Dillon & Co.
New York.

Mansfield Telephone Co., Mansfield, Ohio
Nov. 4 (letter of notification) 6,000 shares of 5% pre
ferred stock. Price—At par ($50 per share). Proceed
—To reduce short term indebtedness and for construction
program. Office—35 Park Avenue East, Mansfield, Ohic
Underwriter—None.

Manufacturers Cutter Corp.
Oct. 18 (letter of notification) 300,000 shares of class i
common stock. Price—At par ($1 per share). Proceeds-

4 To repay loans, and for new equipment and working
capital. Business—Cutting tools. Office—275 Jefferso
St., Newark, N. J. Underwriter—Paul C. Ferguson & Co
same city.

Marl-Gro, Inc., San Francisco, Calif.
Oct. 6 (letter of notification) 172,500 shares of commo
stock (par 10 cents). Price—$1 per share. Procceds-
For mining expenses, and expenses incident to sellin
a soil conditioner.Office—681 Market St., San Fran
cisco, Calif. - I

if Mercantile Acceptance Corp. of California, Call
Jan. 18 (letter of notification) 15,000 shares of 5% cumu
lative first preferred stock. Price — At par ($20 pe

share). Proceeds —" For working capital. Office — 33
Montgomery St., San Francisco, Calif. Underwriter-
Guardian Securities Corp., San Francisco, Calif.
Midland General Hospital, Inc., Bronx, N. Y.

Jan. 12 filed 24,120 §hares of common stock (no pai
and 30,000 shares of $6 dividend preferred stock (e
par). The company does not intend presently to se
more stock than is required to raise, at most, $2,700,00
Price — $100 per share. Proceeds — For construction
working capital, reserve, etc. Underwriter—None. |
Mobile Uranium & Oil Co., Salt Lafco.City, Ufa!

Aug. 22 (letter of notification) 5,500,000 shares of noi
assessable capital stock (par one cent). Price — Fh
cents per share. Proceeds -— For expenses incident \
mining activities. Office—605 Judge Bldg., Salt Lai
City, Utah. Underwriter—Skyline Securities, Inc- Dei
ver, Colo.

•if Modern Homes Corp., Dearborn, Mich.
Jan. 20 filed 125,000 shares of common stock (par $l!
Price—$4 per share. Proceeds—To reduce current liabr
ities, to finance contemplated increased volume of busj
ness and for working capital. Business —Manufacture
an<}- sells prefabricated homes. Underwriter—Campbe/
McCarty & Co., Inc., Detroit, Mich.
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Mohawk Silica Co., Cincinnati, Ohio
Oct. 3 (letter of notification) 3,000 shares of 8% cumu¬
lative preferred stock. Price—At par ($50 per share).
Proceeds—For processing plant, heavy equipment, and
working capital. Office—2508 Auburn Ave., Cincinnati,Ohio., Underwriter — W. E. Hutton & Co.. Cincinnati,
Ohio.

, /-:/ , ; 7. •

Monitor Exploration Co., Denver, Colo.
Dec. 9 (letter of notification) 300,000 shares of common
stock (par five cents). Price—$1 per share. Proceeds—
For mining expenses. Office—623 First National Bank
Building, Denver 2, Colo. Underwriter— Globe Secu¬
rities Corp., Jersey City, N. J.
Mt. Vernon Mining & Development Co.

Nov. 16 (letter of notification) 300,000 shares of com¬
mon stock. Price—At par ($1 per share). Proceeds—
For mining expenses. Office—422 Continental Bank
Bldg., Salt Lake City, Utah. Underwriter — Ackerson-
Hackett Investment Co., 701 Continental Bank Bldg.,lame city.
★ National Homes Corp., Lafayette, Indiana
Jan. 19 (letter of notification) 4,192 shares of capital
stock (par 50 cents) to be offered to certain employees.
Price—$48 per share. Proceeds — For working capital.
Office—Earl Avenue, at Wallace, Lafayette, Ind. Under¬
writer—None. '77V-/.7777:"'''':'^^7yV^£X?7 £
National Lithium Corp., Denver, Colo.

Dec. 27 (letter of notification) 300,000 shares of common
stock (par one cent). Price—$1 per share. Proceeds—
For mining expenses. Office — 556 Denver Club Bldg.,
Denver, Colo. Underwriter — Investment Service Co., *
same city. ;;777 7:.7 77.-v_ ,

National Motel Credit Corp.
Jan. 13 (letter of notification) 5,000 shares of common
stock. Price—At par ($10 per share). Proceeds—To pro¬
vide funds for operating expenses for the first year andfor working capital. Underwriter—None.
National Old Line Insurance Co.

Nov. 15 filed 50,000 shares of class A common stock
(par $2) and^ 50,000 shares of class B common stock
(par $2). Price—To be supplied by amendment. Pro¬
ceeds — To selling stockholders. Office — Little Rock,Ark. Underwriter—Equitable Securities Corp., Nash¬
ville, Tenn., and New York, N. Y. Offering—Indefinitely
postponed. V'i ir-;1 ■.

-National Tank Co., Tulsa, Oklahoma
Jan. 11 (letter of notification) 4,500 shares of common
stock (par $1). Price—$21.50 per share. Proceeds—To
selling stockholders. Office—Sand Springs Road and 31st
W. Avenue, Tulsa, Okla. Underwriter — Schneider,
Bernet & Hickman, Inc., Dallas, Texas.

Natural Power Corp. of America, Moab, Utah
Sept. 7 (letter of notification) 300,000 shares of non¬
assessable common stock (par one cent). Price—$1 per
share. Proceeds—For expenses incident to mining ac¬
tivities. Underwriter—Western Bond & Share Co., Tulsa,
okia. '7^;"';

Nevada Mercury Corp., Winnemucca, Nev.
Sept. 16 (letter of notification) 1,500,000 shares of com¬
mon stock (par one cent). Price—20 cents per share.
Proceeds—For expenses incident to mining activities.
Office—Professional Building, Winnemucca, Nev. Un¬
derwriter—Shelley, Roberts & Co.. Denver, Colo.

New South Textile Mills, Jackson, Miss.
Jan. 13 filed 2,298,000 shares of common stock (par $1).
Price—$3 per share. Proceeds—For acquisition of prop¬
erties and general corporate purposes. Underwriter—
To be named by amendment.

if Nicholson (W. H.) & Cq., Wilkes-Barre, Pa.
Jan. 16 filed 20,000 shares of common stock (par $5).
Price—$25 per share. Proceeds — For working capital.
Underwriter—None.
North American Contracting Corp.

Jan. 19 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—
For expenses incidental in general contracting and con¬
struction business. Office—9480 New Fort Road, Fort
Washington, Md. Underwriter — The Matthew Corp.,
Washington, D. C.
North Pittsburgh Telephone Co., Gibsonia, Pa.

Jan. 6 (letter of notification) 4,000 shares of common
stock to be offered for subscription by stockholders.
Price—At par ($25 per share). Proceeds—To be used to
reduce the demand notes outstanding. Office—Gibsonia,
Allegheny County, Pa. Underwriter—None.
ic Northern States Power Co. (Minn.) (2/29)
Jan. 20 filed 100,000 shares of cumulative preferred stock
(par $100). Proceeds — To repay bank loans and for
construction program. Underwriter—To be determined
by competiitve bidding. Probable bidders: Blyth & Co.,
Inc. and The First Boston Corp. (jointly); Lehman Bro¬
thers and Riter & Co. (jointly); Merrill Lynch, Pierce,
Fenner & Beane; Harriman Ripley & Co. Inc. and Union
Securities Corp. (jointly). Bids—Tentatively expected
to be received up to 11 a.m. (CST) on Feb. 29.
if Northern States Power Co. (Minn.) (2/29)
Jan. 20 filed 704,466 shares of common stock (par $5)
to be offered for subscription by common stockholders
at the rate of one new share for each 20 shares held.
Proceeds —• To repay bank loans and for construction
program. Underwriter—To be determined by competi¬
tive bidding. Probable bidders: The First Boston Corp.,
Blyth & Co., Inc. and Kuhn, Loeb & Co. (jointly); Leh¬
man Brothers and Riter & Co. (jointly); Smith, Barney
& Co.; White, Weld & Co. and Glore, Forgan & Co.
(jointly). Bids—Tentatively expected to be received up
to 10 a.m. (CST) on Feb. 29.

Northwestern Bell Telephone Co. (1/31)
Jan. 6 filed $25,000,000 of 40-year debentures due Feb. 1,
1996. Proceeds — To repay advances, from American

Telephone & Telegraph Co., the parent, and for im¬
provements and additions to property. Underwriter—To
be determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; The
First Boston Corp.; Kuhn, Loeb & Co. Bids—Expected
to be received up to 11 a.m. (EST) on Jan. 31, at Room
2315, 195 Broadway, New York, N. Y.
Oak Mineral & Oil Corp., Farmington, N. M.

Nov. 8 (letter of notification) 2,000,000 shares of common
stock (par five cents). Price—15 cents per share. Pro¬
ceeds—For exploration and development and other gen¬
eral corporate purposes. Underwriter—Philip Gordon &
Co., New York.
Ohio Water Service Co. v '

Dec. 19 (letter of notification) 12,157 shares of common
stock being offered for subscription by common stock¬
holders of record Jan. 10 on a l-for-10 basis; rights to
expire on Jan. 31. Price—$23 per share. Proceeds—For
construction program. Underwriter — Blair F. Clay-
baugh & Co., Harrisburg, Pa.

* O'Quin Corp. (1/30)
Jan. 18 (letter of notification) 46,500 shares of 6% pre¬
ferred stock. Price—At par, flat ($1 per share). Proceeds
—For working capital, etc. Office—595 Madison Ave.,
New York 22, N. Y. Underwriter—Arnold Feldman Co., /
New York City. 7 ^ :-'ij : s7'*:
Ottilia Villa, Inc., Las Vegas, Nev.

Aug. ,16 (letter of notification) 3,000 shares of capital
stock. Price—At par ($100 per share). Proceeds—For
South 5th St., Las Vegas, Nev. Underwriter—Hennon &
Roberts, Las Vegas, Nev. ... 77,;V 7.77-'V-
Pacific International Metals & Uranium, Inc.

Aug. 12 (letter of notification) 12,000,000 shares of com¬
mon stock. Price—At par (one cent per share). Pro¬
ceeds—For expenses incident to mining activities. Office
—419 Judge Bldg., Salt Lake City, Utah. Underwriter—
Guss Securities Co., Salt Lake City, Utah.
Paria Uranium & Oil Corp.

Oct. 17 (letter of notification) 3,000,000 shares of com¬
mon stock (par five cents). Price—10 cents per share.
Proceeds — For mining expenses. Office — Newhouse
Bldg., Salt Lake City, Utah. Underwriter — Western
States Investment Co., Tulsa, Okla.
^ Park Enterprises, Inc., Aberdeen, S. D.
Jan. 17 (letter of notification) 7,500 shares of Class B
common stock (no par). Price—$10 per share. Proceeds
—For construction of and improvement to two speed¬
ways. Underwriter—None.

Pann Precision Products, Inc., Reading, Pa.
Nov. 3 (letter of notification) 3,857 shares of common
stock (no par), of which 2,000 shares are to be offered
for subscription by existing stockholders at $12 per
share, and 1,857 shares to non-stockholders who are resi¬
dents of Pennsylvania at $14 per share. Proceeds—For
purchase of mill. Office — 501 Crescent Ave., Reading,
Pa. Underwriter—None.

Pann-Utah Uranium, Inc., Reno, Nev.
Aug. 4 (letter of notification) 2,000,000 shares of com¬
mon stock (par three cents). Price—15 cents per share.
Proceeds—For expenses incident to mining activities.
Office—206 N. Virginia Street, Reno, Nev. Underwriter
—Philip Gordon & Co., Inc., New York, N. Y.
• Piasecki Aircraft Corp. (2/13-17)
Jan. 17 filed 200,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds — To
repay outstanding notes and for working capital. Office
—Philadelphia, Pa. Underwriter— Emanuel, Deetjen 8c
Co., New York. ; 7/
Piedmont Label Co., Inc., Bedford, Va.

Dec. 19 (letter of notification) 8,000 shares of common
stock to be offered for subscription by stockholders on

the basis of one share for each 3% shares held; unsub¬
scribed shares to be offered to public. Price—$14 per
share to stockholders and $15 to public. Proceeds—To
finance construction of an addition to plant re. printing
of lithographed labels for cans, bottles, boxes, etc. Office
—311 West Depot St., Bedford, Va. Underwriter—Scott,
Horner & Mason, Inc., Lynchburg, Va.
Pipelife Corp., Tulsa, Okla.

Nov. 29 filed 115,000 shares of common stock (par $1).
Price—$4 per share. Proceeds—To pay current accounts
and notes payable; for research and development; and
general corporate purposes. Underwriter — North
American Securities Co., Tulsa, Okla.
Pittman Drilling & Oil Co., Independence, Kan.

Sept. 6 (letter of notification) 60,000 shares of 6% non-
cumulative preferred stock (par $5) and 60,000 shares
of common stock (par 10 cents) to be offered in units of
one share of each. Price—$5 per unit. Proceeds—For
payment of note and working capital. Office—420 Citi¬
zens National Bank Bldg., Independence, Kan. Under¬
writer—Dewitt Investment Co., Wilmington, Del.
Prudential Loan Corp., Washington, D. C.

Nov. 22 filed 111,000 shares of 44-cent cumulative prior
preferred stock (par $5) and 55,500 shares of 10-cent par
common stock to be offered in units of one share of

preferred stock and one-half share of common stock.
Price—$6.75 per unit. Proceeds—For general corporate
purposes. Underwriter — Straus, Blosser & McDowell,
Chicago, 111.

Radiation, Inc., Melbourne, Fla. (2/8)
Jan. 13 filed 150,000 shares of class A common stock
(par 25 cents). Price—$5 per share. Proceeds—To retire
unsecured notes; to expand facilities; for working capi¬
tal, etc. Underwriter—Johnson, Lane, Space & Co., Inc..
Savannah, Ga. <*.,.* u aULIHI

Raytone Screen Corp. (2/1)
Jan. 9 (letter of notification; iuu,000 shares of common
stock (par 10 cents). Price—$3 per share. Proceeds—
To pay current liabilities and for working capital. Busi¬
ness—Manufacture and sale of motion picture theatre

screens and distribution of screen paint. Office—165 ;
Clermont Ave., Brooklyn 5, N. Y. Underwriter—A. J.
Grayson & Co., Inc., Hempstead and New York, N. Y.

Real Estate Clearing House, Inc.
Sept. 14 (letter of notification) 270,000 shares of 7%
cumulative preferred stock (par $1) and 135,000 shares
of common stock (par five cents) to be offered in units
of two shares of preferred and one share of common
stock. Price—$2.05 per unit. Proceeds—For working
capital, etc. Office—161 West 54th Street, New York,
N. Y. Underwriter—Choice Securities Corp., 35 East
12th Street, New York, N. Y.

if Redlands Oil Co., Ltd.
Jan. 23 filed $1,000,000 of partnership interests to be
offered in minimum amounts of $25,000. Proceeds—To
acquire leases for drilling for oil and gas and for devel¬
opment costs. Underwriter — Name to be supplied by
amendment. 7 v.. '7 ; !■ Y 7/ '7 7,7

Reno Hacienda, Inc., Inglewood, Calif.
Dec. 19 filed 4,000,000 shares of common stock. Price—
At par ($1 per share). Proceeds—To purchase real prop¬
erty, for construction of buildings and other facilities
and for general corporate purposes. Underwriter—Wil¬
son & Bay ley Investment Co. YY'-"? 7 y#

Republic Benefit Insurance Co., Tucson, Ariz.
Sept. 30 filed 150,000 units in a dividend trust and stock
procurement agreement to be offered to certain mem¬
bers of the general public who are acceptable applicants
and who are to become active policyholders in the com¬
pany. Price—$2 per unit. Proceeds—For general cor¬
porate purposes. Underwriter—None; to be oficred by-
Leo Rich, Robert Kissel and Sidney M. Gilberg, as Trua-
tees. 7 77VY- 777/
7 Reynolds Metals Co. (2/1)
Jan. 11 filed 800,000 shares of cumulative preferred
stock, series A (par $50). Price — To be supplied by
amendment. Proceeds—From this sale, together with
funds to be received from sale of $60,000,000 first mort¬
gage bonds to institutional investors and the borrowing
of $15,000,000 from commercial banks, to be used to
finance construction of company's seventh aluminum
reduction plant. Underwriters—Dillon, Read & Co. Inc.
and Reynolds & Co., both of New York.

Reynolds Mining & Development Corp.
Nov. 22 filed 1,500,000 shares of common stock (par
one cent). Price—50 cents per share. Proceeds—For
working capital and mining expenses. Office — Moabt
Utah. Underwriter — The Matthew Corp., Washington,
D. C.

Riddle Airlines, Inc., Miami, Fla.
Dec. 20 filed 967,500 shares of common stock (par 10
cents) to be offered for subscription by stockholders at
the rate of one new share for each four shares held
(with an oversubscription privilege). [The company has
obtained from certain stockholders waivers of subscrip¬
tion rights applicable to not less than 100,000 shares and
such shares are to be offered to the general public free

. of the stockholders' prior rights.] Price—To be sup¬
plied by amendment. Proceeds—To repay bank loan
and for working capital. Underwriter—Eisele 8c King,
Libaire, Stout 8c Co., New York.

Rogers Corp., Rogers, Conn.
Oct. 3 (letter of notification) a minimum of 5,883 shares
and a maximum of 7,453 shares of class B common
stock to be offered to stockholders on a basis of one
share for each four shares held. Price—($29 per share).
Proceeds—To replenish working capital due to losses
sustained in recent flood. Underwriter—None .

Rowan Controller Co., Baltimore, Md.
Dec. 20 (letter of notification) 6,935 shares of common
stock (par $10) to be offered for subscription by stock¬
holders. Price—$14 per share. Proceeds—For develop¬
ment of new products and working capital re. manufac¬
ture and sale of electrical controllers. Office—2313-2315
Homewood Ave., Baltimore, Md. Underwriter—None.
• Royal McBee Corp., New York (2/1)
Jan. 12 filed 191,884 sharfes of common stock (par $1)
to be offered for subscription by common stockholders
of record Jan. 31, 1956 at the rate of one new share for
each seven shares held; rights to expire on Feb. 15.
Price—To be supplied by amendment. Proceeds—For
equipment and working capital. Underwriter—Kuhn,
Loeb & Co., New York.

San Juan Racing Association, Inc.^ Puerto Rico.
Sept. 27 filed 4,000,000 shares of common stock (par 50

... cents), of which 3,800,000 will be represented by 3,000.000
voting trust certificates and 800,000 warrants. These of¬
ferings are to be made in two parts: (1) an offering, at
50 cents per share, of 200,000 shares for subscription by
stockholders of record April 30, 1955, on a two-for-one
basis; and (2) a public offering of 3,000,000 shares, to be
represented by voting trust certificates, at 58.8235 cents
per share. Proceeds—For racing plant construction. Un¬
derwriter—None. Hyman N. Glickstein, of New York
City, is Vice-President.

San Juan Uranium Exploration, Inc.
Aug. 19 (letter of notification) 925,000 shares of non¬
assessable common stock (par one cent). Price—12 cents
^er share. Proceeds—For expenses incident to mining
activities. Office — 718 Kittredge Bldg., Denver, Colo.
Underwriter—Shelley-Roberts & Co., Denver, Colo.
Sandia Mining & Development Corp.

Sept 9 (letter of notification) 3,000,000 shares of capital
Stock (par one cent). Price—10 cents per share. Pro¬
ceeds — For mining expenses. Office — Simms Bldg.,
Albuquerque, N. M. Underwriter—Mid-America Secu¬
rities, Inc. of Utah, Salt Lake City, Utah.

Continued on page 90
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Continued from page 89
• Sans Souci Hotel, Inc., Las Vegas, Nev. .

Nov. 9 filed 1,428,000 shares of common stock (of which
1,097,529 shares are to be offered for subscription by
stockholders at rate of 1% shares for each share held;
30,471 shares are to be issued in payment for claims of
seven individuals and firms aggregating $30,471; and
300,000 shares are to be offered by George E. Mitzel,
President of company). Price—-$1 per share. Proceeds
—For construction of new facilities; to pay off notes; and
for working capital. Underwriter — None. Offering —
May be suspended following SEC hearings on Jan. 30,
1956.

Sayre & Fisher Brick Co.
Sept. 30 filed 325,000 shares of capital stock (par $1).
Price—To be supplied by amendment. Proceeds — For
prepayment of outstanding 5%% sinking fund bonds due
1970; balance for general corporate purposes, including
additions and improvements and working capital. Under¬
writer — Barrett Herrick & Co., Inc., New York City.
Science Press of New Jersey, Inc.

Nov. 10 (letter of notification) 15,620 shares of common
atock (no par). Price—$5 per share. Proceeds—For
building, equipment, working capital, etc. Office—Spur
Route 518, a mile west of the Borough of Hopewell,
County of Mercer, N. J. Underwriter—Louis R, Drey-
ling & Co., Jamesburg, N. J.
ir Seaboard Drug Co., Inc. (2/1)
Jan. 19 (letter of notification) 300,000 shares of Class A
stock (par 10 cents). Price—$1 per share. Proceeds—
For purchase of Mericin, Calona and Avatrol; market
testing of Homatrone; and for working capital. Office—
21 West 45th St., New York, N. Y. Underwriter—Foster-
Mann, Inc., New York City.
Shangrila Uranium Corp.

Dec. 30 (letter of notification) 300,000 shares of com¬
mon stock. Price—At par ($1 per share). Proceeds—
For mining expenses. Underwriter-—Western States In¬
vestment Co., Tulsa, Okla. y
• Sheraton Corp. of America
Oct. 31 filed $15,000,000 of 6V2% cumulative income sub¬
ordinated debentures due Jan. 1, 1981 being offered as
follows: $1,500,000 principal amount to employees at
95%; $900,000 to Southland Life Insurance Co. at 96%;
and $12,6*00,000 to public at 100%; with accrued interest.
Proceeds — For general corporate purposes. Office —

Boston, Mass. Underwriter—None, but Sheraton Securi¬
ties Corp., a subsidiary, will handle stock sales. State¬
ment effective Jan. 16.

Shumway's Broken Arrow Uranium, Inc.
Nov. 7 (letter of notification) 300,000 shares of common
itock (par 10 cents). Price—$1 per share. Proceeds—
For mining expenses. Office—Moab, Utah- Underwriter
—Ackerson-Hackett Investment Co., Salt Lake City,
utah. ■

if Southern California Edison Co. (2/14)
Jan. 23 filed 1,200,000 shares of cumulative preferred
stock s (par $25). Price—To be supplied by amendment.
Proceeds—To retire outstanding bank loans and for new
construction. Underwriters — The First Boston Corp.,
New York, and Dean Witter & Co., San Francisco, Calif.

Southern Mining & Milling Co. (1/31)
Sept. 14 (letter of notification) 300,000 shares of com¬
mon stock (par 10 cents). Price—$1 per share. Proceedi
—For expenses incident to mining activities. Offices—
Healey Building/Atlanta Ga., and 4116 No. 15th Avenue,
Phoenix, Ariz. Underwriter— Franklin Securities Co.,
Atlanta, Ga.

Southern Oxygen Co., Biadenshurg, Md.
Dec. 29 filed $1,250,000 of convertible subordinated de¬
bentures due Feb. 1, 1966. Price — To be supplied by
amendment. Proceeds— For capital expenditures and
working capital. Underwriters—Johnston, Lemon & Co.,
Washington, D. C., and Union Securities Corp., New York.
Offering—Expected latter part of February. ' / ./

Southwest Gas Corp., Barstow, Calif.
Dec. 23 filed 44,208 shares of common stock (par $1).
Price— $11 per share. Proceeds—To repay bank loans
and for new construction. Underwriter—First California
Co., Inc., San Francisco, Calif.

if Southwest Manufacturing Co. of Little Rock, Ark.
Jan. 17 (letter of notification) $100,000 of 6% convertible,
debentures due 1965 and 20,000 shares of common stock
(par $1). Price—Of debentures, at par (in denominations
of $1,000 each); and of stock, $5 per share. Proceeds—
For expansion program. Office—Little Rock, Ark. Un¬
derwriters—Hill, Crawford & Lanford, Inc., and South¬
ern Securities Corp., both of Little Rock, Ark.

Spurr Mining Corp.
Nov. 9 (letter of notification) 300,000 shares of common
stock. Price—$1 per share. Proceeds—For mining ex¬
penses. Underwriter—Cavalier Securities Co., Washing¬
ton, D. C.

Strategic Metals, Inc., Tungstonia, Nevada
Jan. 4 (letter of notification) 1,200,000 shares of com¬
mon stock. Price—25 cents per share. Proceeds—For
expenses incident to mining operations. Underwriter
R. Reynolds & Co., Salt Lake City, Utah.

Sulphur Exploration Co., Houston, Texas
Nov. 21 filed 600,000 shares of 6% convertible non-
cumulative preferred stock to be offered for subscrip¬
tion by common stockholders on the basis of one pre¬
ferred share for each common share held. Price—At

par ($2 per share). Proceeds—For construction and op¬
eration of sulphur extraction plant. Underwriter—To
be named by amendment. L. D. Sherman & Co., New
York, handled common stock financing in August, 1954.

Summit Springs Uranium Corp., Rapid City, S. D.
Oct. 3 (letter of notification) 1,200,000 shares of common
itock (par 10 cents). Price—25 cents per share. Proceed*
—For expenses incident to mining operations.-Office—
Harney Hotel, Rapid City, S. D. Underwriter—Morrii
Brickley, same address.

Superior Uranium Co., Denver, Colo.
Nov. 9 (letter of notification) 29,600,000 shares of com¬
mon stock. Price—At par (one cent per share).; Pro--
ceeds—For mining operations. Office—608 California
Bldg., Denver, Colo. Underwriter—Securities, Inc., P. O
Box 127, Arvada, Colo. , v ///'■/

Swank Uranium Drilling & Exploration Co.
Aug. 17 (letter of notification) 3,000,000 shares of com¬
mon stock. Price—At par (10 cents per share). Proceedi
—For expenses incident to mining activities. Office—
Moab, Utah. Underwriter—Honnold & Co., Inc., Salt
Lake City, Utah. , \ /

Sweetwater Uranium Co.
Sept. 9 (letter of notification) 3,000,000 shares of capita)
stock (par one cent). Price—10 cents per share. Pro¬
ceeds—For mining operations. Office—605 Judge Bldg.,
Salt Lake City, Utah. Underwriter—Skyline Securities
Inc., Denver, Colo.
Target Uranium Co., Spokane, Wash.

Aug. 12 (letter of notification) 1,000,000 shares of non¬
assessable stock (par five cents). Price—20 cents pei
ghare. Proceeds— For mining expenses. Office— 726
Paulsen Bldg., Spokane, Wash. Underwriter — Perej
Dale Lanphere, Empire State Bldg., Spokane, Wash.
if Tele-Broadcasters, Inc., New York
Jan. 11 (letter of notification) 200,000 shares of common
stock (par five cents). Price—$1.50 per share. Proceeds
—For conversion of station "WARE" to full-time broad¬
casting; to buy a fourth radio station; and for general
corporate purposes. Underwriter—Joseph Mandell Co.,
48 Hudson Ave., Waldwick, N. J.
Tenison Drilling Co., Inc., Billings, Mont.

Dec. 12 filed 400,000 shares of common stock (par 100)
Price—$1 per share. Proceeds—For drilling test costs,
payment of notes and accounts payable and loans and
for general working capital. Underwriter — Carroll,
Kirchner & Jaquith, Inc., Denver, Colo.
Texas American Oil Corp.

Nov. 3 (letter of notification) 600,000 shares of com¬
mon stock (par 10 cents). Price — 50 cents per share
Proceeds—For drilling expenses, etc. Office—216 Cen¬
tral Bldg., Midland, Tex. Underwriter—Kramer, Woodi
& Co., Inc., Houston, Tex.
Texas Eastern Transmission Corp.

Nov. 30 filed 200,000 shares of cumulative preferred
stock (par $100). Price—To be supplied by amendment.
Proceeds—Toward redemption of presently outstanding
190,000 shares of 5.50% first preferred stock. Under¬
writer—Dillon, Read & Co., Inc., New York. Offering—
Temporarily postponed. * ;

Texas Utilities Co., Dallas, Tex. (1/31)
Jan. 5 filed 400,000 shares of common stock (no par).
Proceeds—For further investment in common stocks of
subsidiaries and for other corporate purposes. Under¬
writer—To be determined by competitive bidding. Prob¬
able bidders: Kidder, Peabody & Co. and Merrill Lynch.
Pierce, Fenner & Beane (jointly); Union Securities
Corp.; Lehman Brothers and Bear, Stearns & Co. (joint¬
ly); The First Boston Corp. Bids—To be received up to
11 a.m. (EST) on Jan. 31, at Room 2033, Two Rector
St., New York, N. Y.
Trans-American Development Corp.

Nov. 14 (letter of notification 45,000 shares of 8% cumu¬
lative preferred stock (par $1) and 45,000 shares oi
class A common stock (par $1) to be offered in units
of one share of each class of stock. Price—$1 per unit.
Proceeds—For working capital, Office—5225 Wilshire
Blvd., Los Angeles, Calif. Underwriter—None.
Traveler Publishing Co., Inc., Philadelphia, Pa.

Sept. 29 (letter of notification) $247,000 of 5%% con¬
vertible debentures, series A, due Sept. 1, 1965 and 24,-
700 shares of common stock (par 10 cents), to be offered
In units consisting of $1,000 of debentures and 100
shares of common stock. Price—$1,010 per unit. Pro¬
ceeds—For payment of indebtedness, expansion, estab¬
lishment of additional offices; professional and editorial
assistance, advertising and promotion; and working capi¬
tal. Office—Widener Bldg., Philadelphia, Pa. Under¬
writer—Albert C. Schenkosky, Wichita, Kansas.

Travelfares, Inc., Seattle, Wash.
Sept. 14 (letter of notification) 100,000 shares of non¬
assessable common stock. Price—At par ($1 per share)
Proceeds—For repayment of loans, working capital, etc
Office—1810 Smith Tower, Seattle, Wash. Underwritei
—National Securities Corp., Seattle, Wash.
Tri-Continental Corp., New York ' j

Oct. 27 filed 2,573,508 shares of common stock (par $1),
which will be issuable upon exercise of the common
atock purchase warrants presently outstanding. Price—
Each warrant currently entitled the holder to purchase
1.27 shares at $17.76 per share for each one share
ipecified in the warrant certificate.
Trinidad Brick & Tile Co. r-. /

Dec. 14 (letter of notification) 800 shares of common
stock (par $100); and $75,000 of 6% construction notes
due Dec. 15, 1963. Price—At par. Proceeds—For pay¬
ing notes payable and accounts payable and operating
capital. Office—Trinidad, Colo. - Underwriters—Fair-
man, Harris & Co., Inc., Chicago, 111.
if Tunacraft, Inc., Kansas Citv, Mo.
Jan. 17 (letter of notification) $250,000 of 6% 12-year
registered subordinated sinking fund debenture notes
due Jan. 1, 1968. Price—At par. Proceeds—To reduce
outstanding secured obligations." Underwriter—McDon¬
ald, Evans & Co., Kansas City, Mo.

Underwriters Factors Corp.
. Dec. 7 (letter of notification) 29,500 shares of 6%% >
r participating convertible preferred stock (par $10) and ;
< 2,950 shares of common stock. (par. cne centM to be
offered; in units of* 10 shares of preferred .stock .and /
one share of common stock. Price — $100.01 per unit.)

* Proceeds — To increase working capital. Office — 51 J
Vesey St., New York, N,v Y. Underwriter—New York

> and American Securities Co., 90 Wall St., New York, 7
n. y.

if Union of Texas Oil Co., Houston, Texas v - t •
Jan. 19 (letter of notification) 240,000 shares of common •
stock (par 10 cents). Price—$1.25 per share. Proceeds— <•
For expenses incident to oil production. Office — San

t Jacinto Building, Houston, Tex. Underwriter—Mickle & "
< Co., Houston, Texas. > . \ '

United Drive-In Theatres Corp.
- Jan. 16 (letter of notification) 250,000 shares cf common \
J: stock (par 10 cents). Price—$1 per'share.. Proceeds—To
build and operate outdoor motion picture drive-in-
theatres on two sites to be purchased. Office—215 East •

/ 149th St., New York 51, N. Y. Underwriter—L. J. Maek
& Co., Inc., Nev/ York, i • ;'' \

U. S. Automatic Machinery & Chemical Corp. " ;
Nov. 4 (letter of notification) 300,000 shares of class A ,

common stock (par 10 cents). Price—$1 per share. Pro¬
ceeds — For general corporate purposes. Office—8620
Montgomery Ave., Philadelphia, Pa. Underwriter—Co¬
lumbia Securities Corp., 135 Broadway, New York.

U. S. Suburban Estates, Inc.
Dec. 29 (letter of notification) 300,000 shares of com-;
mon stock (par five cents). Price—$1 per share. Pro-'
ceeds—For purchase of land, payment of mortgage, de¬
velopment of lake area and other corporate purposes.'
Office—c/o Schwartz, Gilman & Gold, 147—16 Ja-J
maiea Ave., Jamaica, L. I., N. Y, Underwriter—Robert *
V. Maguire Co., New York, N. Y. . .

Universal Service Corp., Inc., Houston, Texas >
July 8 filed 500,000 shares of common stock (par two-
mills). Price— $2.50 per share. Proceeds— For equip-1
ment, mining costs, oil and gas development, and otner
corporate purposes. Underwriter— None. Offering—
Postponed.

if Urania, Inc., Las Vegas, Nev.
Jan. 20 (letter of notification) 50,000 shares of capital/
stock. Price—At par ($1 per share); Proceeds—For ex¬
penses incident to mining operations. Office—1802 South'
Main St., Las Vegas, Nev. Underwriter—Fenner-Streit-I
man & Co., New York City. .. /
; Utah-Arizona Uranium, Inc., Salt Lake City, Utah
Aug. 1 (letter of notification) 600,0U0 shares of common
ftock (par 16% cents). Price—50 cents per share. Pro¬
ceeds—For expenses incident to mining activities. Office
—Greyhound Terminal Building, West Temple & South
Temple Streets, Salt Lake City, Utah. Underwriter—
Trans-Western Brokerage Co., New Orleans, La. f

Utah Grank, Inc., Reno, Nev.
Aug. 15 (letter of notification) 270,000 shares of capital^
itock. Price—At par ($1 per share). Proceeds—For ex~;
penses incident to mining activities. Office—312 Bying-
ton Bldg., Reno, Nev. Underwriter—Lester L. LaFor-
tune, Las Vegas, Nev. 4 -• ;"
Wagon Box'Uranium Corp., Provo, Utah

Nov. 21 fried ;2,000,000 shares of common stock (par
five cents). Price—25 cents per share. Proceeds—To
explore and acquire claims, for purchase of equipment
and for working capital and other corporate purposes./
Underwriter—H. P. Investment Co., Provo, Utah and
Honolulu, Hawaii. • t
Warrior Mining Co., Birmingham, Ala.

Sept. 29 (letter of notification) 6,000,000 shares of non-;
assessable common stock (par one cent). Price — Five
cents per share. Proceeds — For expenses incident to
mining activities. Office — 718 Title Guarantee Bldg.,
Birmingham, Ala. Underwriter—Graham & Co., Pitts- ,

burgh. Pa. and Birmingham, Ala. .:S\
if West Disinfecting Co. (2/6)
Jan. 20 (letter of notification) 4,000 shares of common
stock (par 50 cents)'. Price—$14.50 per share. Proceeds
—To Caroline B. Marcuse, the selling stockholder. Un¬
derwriter—Coffin & Burr, Inc., Boston, Mass.
if West Jersey Title & Guarantv Co.
Jan: 23 (letter of notification) 10,000 shares of common
stock (par $10) of which 8,000 shares are first to be
offered for1 a period of 30 days in exchange for outstand¬
ing preferred stock on a 2-for-l basis; any shares re-*
maining will be offered to common stockholders. Price—;
$25 per share. Office—Third and Market Sts., Camden,
N. J. Underwriter—None. - . /

Western Greyhound Racing, Inc. (2/13-17)
Dec: 19 filed 1,950,000 shares of common stock (par one

- cent), of which 1,800,000 shares are to be offered pub¬
licly.. Price—$1.25 per share. Proceeds—To purchase as¬
sets of Arizona Kennel Club, and for working capital
and other general corporate purposes. Office—Phoenix,
Ariz. Underwriter—M. J. Reiter Co., New York.
Western S*a+es Refining Co. (1/30-2/3) 1

Dec. 14 filed $1,050,000 10-year 6% sinking fund deben-|
tures due Jan. 1, 1966, and 105,000 shares of common;
stock (par 25 cents) to be offered in units of $50 of
/ debentures and five shares of stock. Price—$52.50 per/
•

. unit. Proceeds—For construction and installation of a/
Houdriformer cracking unit; expansion of refinery; to.
repay outstanding obligations; and for working capital.
Office—North Salt Lake, Utah. Underwriter—J. Barth
& Co., San Francisco, Calif.
Wonder Mountain Uranium, Inc., Denver, Colo.

Aug|: 12 (leHer of notification) 2,380,080 shares of com-/
mon stock (par one cent). Price—10 cents per share.
Proceeds — For expenses incident to mining activities.
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Office—414 Denver Nat'l Bldg., Denver, Colo. . Under--
writer—Floyd Koster & Co., Denver, Colo.

Woodstock Uranium.Corp., Carson City, Nev.
Nov. 21 (letter of notification) 3,000,000 shares of com- ,

mon stock. Price—At par (10 cents per share). Proceeds
—For mihing expenses. Oflice—Virginia Truckee Bldg..
Carson City, Nev. Underwriter—Cayias, Larson, Glaser, -
Emery, Inc., Salt Lake City, Utah.

★ Woodward & Lothrop, Inc., Washington, D. C.
Jan. 23 filed 15,375 shares of common stock (par $10) to
be offered for subcription by employees under the com¬

pany's stock option plan, which was approved Nov. 18,
1555.

Wy-Cal Uranium Enterprises, Inc., Lander, Wyo.
Dec. 6 (letter of notification) 273,000 shares of capital
stock (par 50 cents). Price—$1 per share. Proceeds—
For mining operations. ' Office—268 Main St., Lander,
Wyo. Underwriter—Valley State Brokerage, Inc., 2520
South State St., Salt Lake City, Utah.

Wycctah Oil & Uranium, Inc., Denver, Colo.
Nov. 10 filed 1,500,125 shares of common stock (par one
cent) to be offered only to the owners of percentages of
working interests in certain oil and gas leases and to the
owners of certain uranium properties, and in exchange
for such working interests and properties. Price—Shares
to be valued at an arbitrary price of $4 per share. Pro¬
ceeds—To acquire properties. Underwriter—None.

Wyoming-Gulf Sulphur Corp.
Oct. 10 filed 971,000 shares of capital stock (par 10
cents), of which 700,000 shares are for company's ac¬
count and 271,000 shares for account of two selling
stockholders. Price—On the over-the-counter market at
then prevailing price, but not less than $2 per share.
Proceeds—For auxiliary equipment for Cody plant; for
acquisition of additional site, and related activities.

Wyton Oil & Gas Co., Newcastle, Wyo.
Sept. 29 filed 254,000 shares of common stock (par $1).
Price—At the market. Proceeds—To August Buschmann,
of Seattle," Wash., and members of his family. Under¬
writer—None.

YeHowknife Uranium Corp.
lg. 19 filed 1,000,000 shares of common stock (par one
ent), of which 700.000 shares are to be sold for account
f company and 300,000 shares for account of Stancan
Uranium Corp. Price—$1.50 per share. Proceeds—For
■ ayments under purchase and option agreements for
laims; for working capital and reserve funds; and for
ther. general corporate purposes. Office — Toronto,
anada. Underwriters—Gearhart & Otis, Inc. and F. H.;
rerie & Co., Inc., both of New York City. Offering—
definitely postponed. ^

Zenith-Utah Uranium Corp. 4;..
ept. 14 (letter of notification) 6,000,000 shares off clasa
common stock. Price—At par (five cents). Proceeds
For mining expenses. Oflice—45 East Broadway, Salt
ake City, Utah. Underwriter—Bel-Air Securities Corp.,
me city.

Prospective Offerings
Alabama Power Co. (3/15)
ec. 14 it was announced company plans to issue and sell
14,000,COO of first mortgage bonds. Proceeds—For con-
tructicn program. Underwriter—To be determined by
ompetitive bidding. Probable bidders: Halsey, Stuart &
o. Inc.; Blyth & Co., Inc. and Kidder, Peabody & Co.
jointly); Lehman Erothers; Equitable Securities Corp.,
Tnion Securities Corp. and Drexel & Co. (jointly); The
irst Boston Corp.; Morgan Stanley & Co.; Harriman
ipley & Co. Inc. and Goldman, Sachs & Co. (jointly),
ids—Expected to be received on March 15. Registration
Planned for Feb. 17:

American Shopping Centers, Inc.,: Minneapolis,
Minn.

an. 23 it was announced company will soon offer pub-
icly some new securities in the approximate amount of
6,000,CC0. Proceeds—To acquire shopping centers. Un-
erwriter—Carl M. Loeb, Rhoades & Co., New York.
Automatic Washer Corp.
ec. 5 it was reported company plans early registration
f 250,000 shares of common stock (par $1.50). Under-
riter—Cohen, Simonson & Co., New York.

Bangor & Aroostook RR. (2/1)
an. 20 it was announced company plans to offer up
o 29,161 shares of common stock to its stockholders of
ecord Feb. 1 on the basis of one new share for each
ive shares held; rights will expire on Feb. 20. Proceeds
Together with funds from private sale of $8,000,000
ew 414% prior lien bonds, to redeem $10,400,000 out-
tanding 4(4% first mortgage bonds. Underwriter—The
irst Boston Corp., New York.
Bank of America, N. T. & S. A.

an. 17 it was announced the company plans to offer
,600,000 additional shares of capital stock to stock-
olders in the ratio of one new share for each 15 shares
eld, subject to approval of stockholders on March 6.
rice—To be determined later. Proceeds—For expan-
ion, etc. Underwriters—Blyth & Co., Inc. and Dillon,
ead & Co. Inc.

BeEI Telephone Co. of Pennsylvania (3/6)
an. 6 it was reported company is planning to issue and
11 $35,000,000 of debentures to be dated March 1, 1956.
roceeds—To repay advances from American Telephone
Telegraph Co., the parent. Underwriter—To be deter-
ined by competitive bidding. Probable bidders: Halsey,
tuart & Co. Inc.; Kuhn, Loeb & Co. and Lazard Freres
Co. (jointly); White, Weld & Co. and Union Securities
orp. (jointly); Morgan Stanley & Co.; The First Boston
orp. Bids—Expected to be received on March 6.

★ Central Trust Co., Cincinnati, O.
Jan. 13 the Bank offered to its stockholders, of record
Jan. 12, 1956, the right to subscribe on or before Feb. 15
for 40,000 additional shares of capital stock (par $25)
on the basis of one new share for each seven shares held.
Price—$50 per share.

★ Central Trust Co., Rochester, N. Y.
Jan. 21 the Bank offered to its stockholders of record
Jan. 20, 1956, the right to subscribe on or before Feb. 10
for 16,800 additional shares of capital stock (par $20)
on the basis of one new share for each six shares held.
Price—$42 per share. I 1

• Chemical Corn Exchange Bank
Jan. 17 stockholders authorized 590,425 additional shares
of capital stock (par $10), which are being offered to.
stockholders on the basis of one new share for each
eight shares held as of record Jan. 19; rights to expire
on Feb. 8. Price—$44 per share. Proceeds—To increase
capital and surplus. Underwriters—Kuhn, Loeb & Co.;
The First Boston Corp.; Hemphill, Noyes & Co.; and W.
C. Langley & Co. - /" ; ' -

★ Chesapeake & Ohio Ry. (2/2)
Bids will be received up to noon (EST) at Cleveland,
Ohio, for the purchase from the company of.$4,800,000
equipment trust certificates due annually in l-to-15
years. Probable bidders: Halsey, Stuart & Co. Inc.; Salo¬
mon Bros. & Hutzler.

Chicago & North Western Ry. (2/1)
Bids will be received by the company up to noon (CST)
on Feb. 1, at 400 West Madison St., Chicago 6, 111., for
the purchase from it of $3,900,000 of equipment trust
certificates to mature in 15 equal annual installments.
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon
Bros. & Hutzler; Kidder, Peabody & Co.

Citizens & Southern National Bank, Atlanta, Ga.
Nov. 8 the directors recommended the sale of 100,000
additional shares of common stock (par $10) to stock¬
holders on the basis of one new share for each nine
shares held as of Jan. 20, 1956; rights to expire on
March 2. Price—$30 per share. Proceeds—To increase
capital and surplus.
Columira Gas System, Inc. (5/1)

Jan. 9 it was reported company plans to issue and sell
$40,000,000 of 25-year debentures. Underwriters—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Bids—
Tentatively expected to be received on May 1.
. Consolidated Freightways, Inc.
Dec. 21 it was announced corporation plans to offer
new common shares to preferred stockholders at market
prices payable with funds to be received March 15, 1956
from the redemption of the preferred stock. Underwriter
—Probably Blyth & Co., Inc., San Francisco^ Calif.

• Consolidated Water Co.
Jan. 16, Frank A. O'Neill, President, announced that the
company sometime between now and the summer of
1956, will probably do some additional financing. Pro¬
ceeds—For expansion. Underwriters—The Milwaukee
Co.; Harley Haydon & Co., Inc.; and Indianapolis Bond
& Share Corp. underwrote class A common stock offer¬
ing made last August. r

• Delaware Power & Light Co. •

Sept. 28 it was announced that the company expects to
undertake some common stock financing early in 1956,
probably first to stockholders. Proceeds—For construc¬
tion program. Underwriter—To be determined by com¬
petitive bidding. Probable bidders: W. C. Langley &
Co. and Union Securities Corp. (jointly); Kidder, Pea¬
body & Co. and Merrill Lynch, Pierce, Fenner & Beane
(jointly); Carl M. Loeb, Rhoades & Co.; Blyth & Co.
Inc. and The First Boston Corp. (jointly); White, Weld
& Co. and Shields & Co. (jointly); Lehman Brothers.
*

* Dolly Madison International Foods Ltd.
Nov. 15 it was announced that Foremost Dairies, Inc.
intends at a future date to give its stockholders the right
to purchase its Dolly Madison stock. Underwriter—
Allen & Co., New York.

Du Mont Broadcasting Corp.
Aug. 10 it was announced that corporation, following is¬
suance on Dec. 2 to stockholders of Allen B. Du Mont

Laboratories, Inc. of 944,422 shares of common stock as
a dividend, contemplates that additional shares will be
offered to its stockholders. This offering will be un¬
derwritten. Kuhn, Loeb & Co. and Van Alstyne, Noel
& Co. handled Du Mont Laboratories class A stock fi¬
nancing some years ago. Stockholders of Laboratories
on Oct. 10 approved formation of Broadcasting firm.
Duquesne Light Co.

Nov. 28, it was announced SEC has authorized Standard
Power & Light Corp. to sell not more than 10,000 shares
of the common stock of Duquesne Light Co. on the Nev;
York Stock Exchange |bv negotiated sale to a pur¬
chaser who will buy at the prevailing market prices,
less a discount of not more than 50 cents per share.
Federal Pacific Electric Co.

Dec. 13 it was announced directors are considering an
issue of subordinated income debentures or possibly
preferred stock-, together with common stock purchase
warrantsr^Proceeds-.f!^ About $2,000,000, together with
$2,000,000 from private sale of notes, to repay bank',
loans. Underwriters—H. M. Byllesby & Co. (Inc.) and
Hayden, Stone &. C.o.„ New York.
- Flo-Mix Fertilizers Corp., Houma, La.
Dec. 12 it was reported early registration is expectec
of 159,000 shares of common stock. Price — Probably
$5 per share. Underwriters—Fairman, Harris & Co., Inc.,
and Straus, Blosser & McDowell, both of Chicago, 111.
Florida Power Corp.

April 14 it was announced company may issue and sel?
between $10,000,000 and $12,000,000 of first mortgage
bonds. Underwriters—To be determined by competitive

bidding. Probable bidders:- Halsey, Stuart & Co. Inc.;
Kidder, Peabody & Co. and Merrill Lynch, Pierce, Fen-
ner & Beane (jointly); Lehman Brothers and Blyth
Co., Inc. (jointly); Glore. Forgan & Co.; and The First
Boston Corp. Offering—Expected early in 1956.
★ Franklin National Bank, Franklin Square, L. I.,

New York
Jan. 17 it was reported that this company plans to offer
to its stockholders of record Jan. .24 the right to subscribe
on or before Feb. 10 for about 116,000 additional shares
of capital stock on the basis of one new share for each
15 shares held. Price — $32 per share. Underwriter—
Blair & Co. Incorporated, New York.
★ General Tire & Rubber Co.
Jan. 20 it was announced stockholders will vote Feb. 24
on approving a proposal to increase the authorized com¬

mon stock to 2,500,000 from 1,750,000 shares and the
authorized preference stock to 1,000,000 from 350,000
shares; also on a proposal that any issue of debentures
may include a privilege to convert into common stock
and permit the company to issue warrants to purchase
common stock, provided the total that may be issued
does not exceed 400,000 shares. Underwriter—Kidder,,
Peabody & Co., New York.

Georgia Power Co. (3/29)
Dec. 14 it was announced company plans to issue and sell
$16,000,000 of first mortgage bonds. Proceeds—For con¬
struction program. Underwriter—To be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Morgan, Stanley & Co.; The First Boston Corp.;
Shields & Co. and Salomon Bros. & Hutzler (jointly);
Harriman Ripley & Co. Inc.; Lehman Brothers; Blyth &
Co., Inc. and Kidder, Peabody & Co. (jointly); Union
Securities Corp. and Equitable Securities Corp. (jointly).
Bids—Expected to be received on March 29. Registra-

, tion—Planned for March 2.
Gulf States Utilities Co.

May 16 it was reported company may issue and sell
$10,000,000 first mortgage bonds if market condition*
permit. Underwriter—To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Lehman Brothers; Merrill Lynch, Pierce, Fenner &
Beane and White, Weld & Co. (jointly); Salomon Bros.
& Hutzler and Union Securities Corp. (jointly); Kuhn,
Loeb & Co. and A. C. Allyn & Co., Inc. (jointly); Lee
Higginson Corp. and Carl M. Loeb, Rhoades & Co. (joint¬
ly); Stone & Webster Securities Corp.
• Houston Lighting & Power Co. (3/7)
Oct. 31 it was reported company may sell early next
year about $30,000,000 of bonds. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Smith, Barney & Co., Lazard
Freres & Co. and Blyth & Co., Inc. (jointly); Lehman
Brothers, Union Securities Corp. and Salomon Bros. &
Hutzler (jointly); Kidder, Peabody & Co.; Equitable
Securities Corp. Bids — Expected to be received on
March 7. Registration—Planned for Feb. 9.

Hudson Pulp & Paper Corp.
Nov. 28 it was reported company may do some public
financing in connection with proposed newsprint mill,
which, it is estimated, will cost about $25,000,000. Under¬
writer—Lee Higginson Corp., New York. V

• Illinois Central RR.
Jan. 21 it was reported company plans to issue and sell
in February $9,900,000 of equipment trust certificates.
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon
Bros. & Hutzler.

Inland Steel Co. u

Nov. 3, Joseph L. Block, President, announced that a
substantial portion of the required funds for the com¬

pany's expansion program (estimated to cost approxi¬
mately $260,000,000 for three-year period 1956-1958)
will be derived from retained earnings and depreciation

J

reserves. However, he stated, it will also be necessary
to secure a large portion through public financing. It ia
quite likely that a major part will be in the form of debt
financing. No such financing is contemplated during the
current year, nor have the times or methods of financ¬
ing been definitely determined. Underwriter — Kuhn,
Loeb & Co., New York. J - ■

Inter-County Telephone & Telegraph Co. of
Ft. Myers, Fla.

Jan. 16 it was reported company is considering to offer
publicly an issue of common stock. Underwriter—Cen¬
tral Republic Co., Inc., Chicago, 111.

• Kansas City Power & Light Co.
Jan. 23 it was reported company may be planning to
issue and sell about $10,000,000 of preferred stock. Un¬
derwriters—Blyth & Co., Inc. and The First Boston Corp.
Offering—Probably in April or May.
• Kansas Gas & Electric Co. (2/27)
Jan. 17 application was made to Federal Power Com¬
mission for authority to issue and sell $7,000,000 of first
mortgage bonds due 1986. Proceeds — To repay bank
loans and for construction program. Underwriter—To
be determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Union Securities Corp. and
Stone & Webster Securities Corp. (jointly); Kidder, Pea¬
body & Co. and Merrill Lynch, Pierce, Fenner & Beane
(jointly); Lehman Brothers and Bear, Stearns & Co,
(jointly); Blyth & Co., Inc. and The First Boston Corp.
(jointly); Glore, Forgan & Co. and Goldman, Sachs &
Co. (jointly); Harriman Ripley & Co. Inc. Bids—Ex¬
pected to be received up to 11 a.m. (EST) on Feb. 27.
Registration—Scheduled for Jan. 27
• Kansas Gas & Electric Co. (2/27)
Jan. 17 company filed application with Federal Power
Commission for authority to issue and sell 200,000 addi¬
tional shares of common stock (no par). Proceeds —

To repay bank loans and for construction program. Un¬
derwriter — To be determined by competitive bidding.

Continued on page 92
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Continued from page 91
Probable bidders: Glore, Forgan & Co. and Goldman,
Sachs & Co. (jointly); Merrill Lynch, Pierce, Fenner &
Beane, Kidder, Peabody & Co. and White, Weld & Co.
(jointly); Lehman Brothers; Union Securities Corp. Bids
—Expected to be received up to 11 a.m. (EST) on Feb.
27. Registration—Scheduled for Jan. 27.

Kimberly-Clark Corp., Neenah, Wis.
Nov. 22 it was announced that the company plans fur¬
ther financing, the nature and extent of which has not
yet been determined, except it is not the present inten¬
tion to sell additional common stock. Proceeds—To be
used to pay for further expansion, estimated to cost an
additional $37,000,000. Underwriter—Blyth & Co., Inc.,
New York.

• Lincoln Rochester Trust Co.
Jan. 25 stockholders were given the right to subscribe
for 100,000 additional shares of common stock (par $20)
on a l-for-4 basis; rights to expire on Feb. 14. Price—
$40 per share. Underwriter — The First Boston Corp.,
New York.

L-O-F Glass Fibers Co. (2/29)
Jan. 11 it was announced company plans to offer to its
common stockholders of record on or about Feb. 29, 1956
the right to subscribe for additional common stock at
the rate of one new share for each 10 shares held; rights
to expire on or about March 26, 1956. Company is a
subsidiary of Libbey-Owens-Ford Glass Co. Price—Ex¬
pected to be $12 per share. Underwriter—None. Regis¬
tration—Planned for around Feb. 10.

★ Lone Star Steel Co.
Jan. 24, E. B. Germany, President, announced that the
company plans the private and public sale of new secu¬
rities during the first half of the current year. Proceeds
—To retire indebtedness of company held by the HFC
and the Treasury Department. Underwriters — Dallas
Rupe & Son; Estabrook & Co.; and Straus & Blosser.
Louisiana Power & Light Co.

Dec. 19 it was announced company plans some financing
during 1956 (probably bonds). Underwriter — To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; Equitable
Securities Corp. and Union Securities Corp. (jointly);
Salomon Bros. & Hutzler; White, Weld & Co. and
Shields & Co. (jointly); Merrill Lynch, Pierce, Fenner
& Beane, Kidder, Peabody & Co. and Harriman Ripley
& Co. Inc. (jointly); The First Boston Corp. and Glore,
Forgan & Co. (jointly).
Merchants National Bank of New Bedford, Mass.

Jan. 18, the Bank offered to its stockholders of record
Jan. 17 the right to subscribe on or before Feb. 1 for
20,000 additional shares of capital stock (par $10) on
the basis of one share for each IV2 shares of capital
stock (par $20) now held. Each of the presently out¬
standing 30,000 $20 par shares are being exchanged for
two $10 par shares, and one additional $10 par share is
being issued as a stock dividend. Price—$25 per share.
Proceeds—To increase capital and surplus. Underwriter
—-The First Boston Corp., New York.
Mississippi Power Co. (3/1)

Nov. 3 it was announced company plans to issue and
sell $4,000,000 of first mortgage bonds and 40,000 shares
of preferred stock (par $100). Proceeds—To repay bank
loans and for new construction. Underwriters — To be
determined by competitive bidding. Probable bidders:
(1) For bonds—Halsey, Stuart & Co. Inc.; Merrill Lynch, >

Pierce, Fenner & Beane; Lehman Brothers; Kidder, Pea-
body & Co.; Union Securities Corp., Equitable Securities
Corp. and Drexel & Co. (jointly). (2) For preferred
stock—W. C. Langley & Co.; Glore, Forgan & Co. and
Sterne, Agee & Leach (jointly); The First Boston Corp.;
Blyth & Co., Inc.; Kidder, Peabody & Co. and White,
Weld & Co. (jointly). Bids—Expected to be received on
March 1. Registration—Planned for Feb. 3.

Narragansett Electric Co.
Jan. 3 it was announced company plans to issue and sell
$10,000,000 of first mortgage bonds. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Kuhn,
Loeb & Co.; Salomon Bros. & Hutzler; White, Weld &
Co.; Blyth & Co., Inc. and Harriman Ripley & Co. Inc.
.(jointly); Union Securities Corp.; Kidder, Peabody &
Co. and Stone & Webster Securities Corp (jointly); Leh¬
man Brothers and Goldman, Sachs & Co. (jointly). Bids
—Expected to be received sometime in March, 1956.
t New England Electric System
Jan. 3 it was announced company plans to offer to its
stockholders 834,976 additional shares of common stock
on the basis of one new share for each 12 shares held.
Underwriter—To be determined by competitive bidding.
Probable bidders: Blyth & Co., Inc., Lehman Brothers
.•®nd Bear, Stearns & Co. (jointly); Carl M. Loeb, Rhoades
: & Co., Ladenburg, Thalmann & Co. and Wertheim & Co.

;(jointly); Merrill Lynch, Pierce, Fenner & Beane, Kid¬
der, Peabody & Co. and White, Weld & Co. (jointly).
Bids—Expected sometime in May, 1956.
New England Electric System

Jan..3 it was announced company plans to merge its
subsidiaries, Essex County Electric Co., Lowell Electric
Light Corp., Lawrence Electric Co., Haverhill Electric

- Co. and Amesbury Electric Light Co., into one company
, during 1956. This would be followed by a $20,000,000
first mortgage bond issue by the resultant company, the
name of which has not as yet been determined. Under-

yriler, r~,May be determined by competitive bidding.
.Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb
. Co., Salomon Bros. & Hutzler, Union Securities Corp.
_and Wood, Struthers & Co, (jointly); Lehman Brothers;
The First Boston Corp.; Equitable Securities Corp.; Mdr-
rill Lynch, Pierce, Fenner & Beane, Kidder, Peabody &

f Co. and White, Weld & Co. (jointly).

New England Power Co. ^
Jan. 3 it was announced company plans to issue and sell
$10,000,000 of first mortgage bonds during October
of 1956. Underwriters—To be determined by competi¬
tive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Kuhn, Loeb & Co., Salomon Bros. & Hutzler, Union
Securities Corp. and Wood, Struthers & Co. (jointly);
Lehman Brothers; The First Boston Corp.; Equitable Se¬
curities Corp.; Merrill Lynch, Pierce, Fenner & Beane,
Kidder, Ffeabody & Co. and White, Weld & Co. (jointly).
• New York Central RR.
Dec. 15 company received ICC authority to sell $6,600,000
31/2% equipment trust certificates to mature Dec. 15,
1956-1970 to Despatch Shops, Inc., a wholly-owned sub¬
sidiary, with latter to ultimately offer the certificates
through competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Kidder,
Peabody & Co.

New York, New Haven & Hartford RR.
Dec. 21 stockholders approved a plan of exchange pro¬

viding for the issuance (a) of not exceeding $58,131,150
of new unsecured non-convertible 100-year 5% deben¬
tures, dated Jan. 1, 1956, in exchange for present $55,-
363,000 par value 5% convertible preferred stock, series
A, on the-basis of $105 of debentures for each $100 par
value of preferred stock, plus $5.25 in cash ($5 of which
will be paid as dividend on preferred for year 1955); and
(b) of $72,638,265 of new 5% non-convertible general in¬
come mortgage bonds, series B, dated Jan. 1, 1956, in
exchange for present $69,179,300 of convertible
general income mortgage bonds, series A, due July 1,
2022, on the basis of $105 of new series B bonds for each
$100 of series A bonds plus $5.25 in cash, which will
include 1955 interest. Dealer-Manager—Francis I. du
Pont & Co., New York.

New York Telephone Co. (3/27)
Jan. 9 Keith S. McHugh, President, announced that the
directors have authorized the sale of $55,000,000 of re¬
funding mortgage bonds. Proceeds—Together with funds
from sale of 1,100,000 additional shares of common stock
at $100 per share to American Telephone & Telegraph
Co., to be used to repay bank loans. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Bids—
Expected to be received on March 27.

• Northern States Power Co. (Minn.)
Jan. 19 it was annpunced company plans to issue and sell
later this year $20,000,000 of first mortgage bonds due
1986. Proceeds—For construction program. Underwriter
—To be determined by competitive bidding. Probable
bidders: Halsey Stuart & Co. Inc.; Blyth & Co., Inc. and
The First Boston Corp. (jointly); Merrill Lynch, Pierce,
Fenner & Beane, Kidder, Peabody & Co. and White,
Weld & Co. (jointly); Equitable Securities Corp. and
Union Securities Corp. (jointly); Smith, Barney & Co.;
Lehman Brothers and Riter & Co. (jointly); and Glore,
Forgan & Co.
Offshore Gathering Corp., Houston, Texas

Nov. 18 David C. Bintliff, President, announced com¬

pany has filed an application with the Federal Power
Commission for a certificate of necessity to build a
364-mile submarine gas pipeline off-shore the coast of
Louisiana from the Sabine River to the Gulf Coast of
the State of Mississippi. It is estimated that this gather¬
ing system will cost approximately $150,000,000. Type
of financing has not yet been determined, but tentative
plans call for private sale of first mortgage bonds and
public offer of about $40,000,000 of securities (probably
notes, convertible into preferred stock at maturity, and
common stock). Underwriter—Salomon Bros. & Hutzler,
New York.

• Pennsylvania Electric Co-
Dec. 19 it was reported company plans to issue and sell
about $25,000,000 of first mortgage bonds. Proceeds
— To repay bank loans and for new construction.
Underwriter—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. inc.; The First
Boston Corp.; Kuhn, Loeb & Co.; Kidder, Peabody &
Co.; Equitable Securities Corp.: Harriman Ripley & Co.,
Inc. Offering—Temporarily postponed.
• Pennsylvania Electric Co.
Dec. 19 it was reported company proposes issuance and
sale of $9,(000,000 of preferred stock early next year.
Proceeds—For construction program. Underwriter—To
be determined by competitive bidding. Probable bid¬
ders: Kuhn, Loeb & Co.; W. C. Langley & Co. and
Glore, Forgan & Co. (jointly); Kidder, Peabody & Co.;
The First Boston Corp.; Smith, Barney & Co.: Harriman
Ripley & Co. Inc. Offering—Temporarily postponed.

Pigeon Hole Parking of Texas, Inc.
Oct. 22 it was announced that about 800,000 shares of
additional capital stock would be offered for public sale
after the first' of January. Proceeds — Estimated at
about $2,000,000, will be used to pay for expansion pro¬
gram. Underwriters—Porter, Stacy & Co., Houston, Tex.;
and Muir Investment Corp., San Antonio, Tex.
Pike County Natural Gas Co.

Oct. 17 it was reported company plans to sell about
$600,000 of common stock. Underwriter—Bache & Co.,
New York.

Plantation Pipe Line Co.
Dec. 19 it was announced that company may do some

financing in 1956 in connection with its proposed ex¬

pansion, costing about $23,5Q0,00p. Underwriter—Mor¬
gan Stanley & Co., New York.
Riverton Lime & Stone Co., Inc., Riverton* Va.

Dec. 19 it was reported company plans to finance its
expansion, which, it is estimated, will cost between
$9,000,000 and $10,000,000, part by private placement, and
part publicly. Underwriter—J. C. Wheat & Co., Rich¬
mond, Va.

Rokeach & Sons, Inc., New York
Jan. 16 it was reported company plans to issue and sell
400,000 shares of common stock. Price—Expected to be
$3 per share. Underwriter—Jay W. Kaufmann & Co.,
New York. . , • • <•

Rotary Electric Steel Co., Detroit, Mich.
Jan. 18 it was announced stockholders will vote March
21 on increasing the authorized common stock (par $10)
from 750,000 shares to 2,500,000 shares. There are pres¬
ently outstanding 696,700 shares. Part of the increased
stock will be offered for subscription by stockholders.
The ratio, subscription price and other details will be
determined later. Underwriters—Previous financing was
handled by W. E. Huttcn & Co., Cincinnati, Ohio; Hemp¬
hill, Noyes & Co. and E. H. Rollins & Sons, Inc. (now
Blair & Co. Incorporated,), both of New York; and Stein
Bros. & Boyce, Baltimore, Md. Registration—Expected
to be filed in February. /

Ryder System, Inc.
Jan. 9 J. A. Ryder, President and Chairman, announced
that the company is planning to issue and sell 151,050
additional shares of common stock. Proceeds—To help
finance purchase of four other truck lines. Underwriter
—Blyth & Co., Inc., New York. '

• Seattle-First National Bank, Seattle
Jan. 24 bank offered its stockholders of record Jan. 18,
1956, the right to subscribe on or before Feb. 24 for
100,000 additional shares of capital stock (par $20) on
the basis of one new share for each eight shares held.
Price—$85 per share. Proceeds—To increase capital and
surplus. Underwriters—Blyth & Co., Inc.; The First Bos¬
ton Corp.; Merrill Lynch, Pierce, Fenner & Beane; Paci¬
fic Northwest Co.; Dean Witter & Co.; A. C. Allyn &
Co. Inc.; Foster & Marshall; R. L. Day & Co.; Grande
& Co., Inc., and Walston & Co.

South Texas Oil & Gas Co.

Aug. 30 stockholders authorized issuance of 110,000
shares of cumulative convertible preferred stock (par
$10). Proceeds—For exploration and drilling program,
etc. Underwriter—Previous common stock financing was
handled by Hunter Securities Corp., New York, who
it is stated, will not underwrite the new preferred issue.
Southern Indiana Gas & Electric Co. (2/23)

Dec* 20 company sought permission from the Indiana
P. S. Commission for authority to offer to its eommon
stockholders of record Feb. 21, 1956, an additional 83,*
030 shares of common stock on the basis of one new

share for each 11 shares held. Rights are to expire on
March 9. Underwriter—Smith, Barney & Co., New York,
underwrote previous rights offering. Registration—Ex*
pected about Feb. 2.

Southern Nevada Rower Co.
Nov. 7 it was announced company plans to sell in 195f
approximately $10,000,000 of new securities (probably
$7,000,000 first mortgage bonds and $3,000,000 preferred
and common stocks). Proceeds—For construction 'pro¬
gram. Underwriters—For stocks: Hornblower & Weeks
New York; Wiliam R. Staats & Co., Los Angeles, Calif,
and First California Co., San Francisco, Calif.Bondi
may be placed privately. 1 ^ <

★ Spencer Telefilm Corp., Beaumont, Texas
Jan. 16 it was announced company plans to offer pub-!
licly to Texas residents 75,000 shares of capital stock
Price—$1.50 per share. Business—To produce, sell anc
distribute syndicated films for television. Underwriter-
Porter-Stacy Co., Houston, Tex,

Tennessee Gas Transmission Co.
Dec. 29 it was announced company plans a public offers
ing in the first quarter of 1956 of a new issue of secomt
preferred stock. Stockholders on Feb. 7 will vote 01
approving an authorized issue of 1,000,000 shares of thi
new second preferred stock, which would be issued fror
time to time, in series. Underwriters—Stone & Webste
Securities Corp. and White, Weld & Co. (jointly). i

Texas Electric Service Co. (2/2S)
Nov. 28 it was reported company plans to issue an
sell $10,000,000 first mortgage bonds due 1986. Proceed
—To repay bank loans and for new construction. Under
writer—To be determined by competitive bidding. Prob
able bidders: Halsey, Stuart & Co. Inc.; The First Bosto
Corp.; Union Securities Corp.; Kuhn, Loeb & Co., Leh
man Brothers and Blyth & Co., Inc. (jointly); Hemphil,
Noyes & Co. and Drexel & Co. (jointly); Kidder, Pea
body & Co. and Merrill Lynch, Pierce, Fenner & Bean
(jointly); Harriman Ripley & Co. Inc. and Stone *
Webster Securities Corp. (jointly). Bids— Tentative!
scheduled for Feb. 28.

Texas Industries, Inc.
Oct. 11 stockholders authorized a new issue of 30,(M
shares of new common stock (no par value), of whic
it is planned to initially issue 10,000 shares bearing a I
dividend and having a redemption value of $105 pi
share. Proceeds—For expansion program. Underwritr
—Rauscher, Pierce & Co., Inc., Dallas, Tex.

Union Planters National Bank
Jan. 11 the Bank offered to stockholders the right 1
subscribe for 60,000 additional shares of capital stor
(par $10) on the basis of one new share for each 7,
shares held Jan. 11, 1956; rights to expire Feb. 1. Pri
—$35 per share. Office—Memphis, Tenn. Underwrit
—Equitable Securities Corp., Nashville, Tenn. f
Westcoast Transmission Co., Ltd.

Nov. 21 it was reported company now plans to issf
and sell publicly over $20,000,000 of securities, probab
in units of debentures and stock. Bonds are expected
be placed privately. Proceeds—For new pipe line. U
derwriter—Eastman, Dillon & Co., New York.
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^With Julien Collins Co.
(Special to The Financial Chronicle)

CHICAGO, 111.—Julien H. Col¬
lins, Jr. has joined the staff of
Julien Collins & Company, 105
South La Salle Street, members
of the: Midwest Stock Exchange.
Mr. Collins was formerly with

Goldman, Sachs & Co, in New
York. \ i

j Investing for Income
| through
I National Income Series
I a mutual fund, the primary objec-

j tive of which is to provide an
J investment in a diversified group
j of bonds, preferred and common
a * stocks selected because of their
J relatively high current y'eid and

I reasonable expectance of its con¬tinuance with regard to the risk

| involved. Prospectus and other
J information may be obtained
| from your investment deafer or:

j National Securities &
1 Research Corporation
| Established 1930

120 Broadway, New York 5, New York
L_ J

■■■uiiiiiiuiiiia

^'■aaa
y%aaa
■iaaa

FOUNDED]
Prospectus from

your investment dealer
or PHILADELPHIA 3, PA.

1033 THIRTIETH STREET, N. W.
V WASHINGTON 7, D. C

eystone

ustodian Funds
BOND, PREFERRED AND

COMMON STOCK FUNDS

The Keystone Company
50 Congress Street, Boston 9, Mast.

Please send me prospectuses describing
your Organization and the shares of your
ten Funds. D sil

Name —

Address.

City .. State —

Mutual Funds
By ROBERT R, RICH

D. I. F. Reports
New Levels

Expects Investors
To Re-examine

College Curriculum Breached
For the first time investment companies will be the subject

of an accredited college course when tne College of the City of
New York starts its spring semester next month. Leaders from
the investment company business will be guest lecturers during the
session to be held at the College's Bernard M. Baruch School of
Business and Public Administration.

The course -will be devoted exclusively to investment com¬

panies, a subject which up. to now has been available for study
only as part of general investment courses offered by many col¬
leges. '' V.J': ■ .. - , \ ''''.'.'v'-

The course is under the supervision of Dr. Harold S. Oberg,
Director of Research for the National Association of Investment

Companies, who was recently appointed to the faculty of the
college. ;:.-vV'hv '■>- ■ ,.3% •,

The City College classes will be held for two hours each
Wednesday evening, Feb. 8 through May 20, and "two credits"
will be awarded to students who complete the course satisfactorily.

The course will tover both open- and closed-end investment
companies, their management and investment policies, portfolio
supervision, and the role of share ownership in family financial
planning. Taxation and regulation are also included as topics
among the 14 lectures which make up the course.

The new course, Economics No. 168, has been planned by
Dr. Jerome B. Cohen, Associate Professor of Economics for City
College, in cooperation with the Public Information Committee
of the National Association of Investment Companies.

Diversified Investment Fund, PnrtfrJi^vc
Inc., in its annual report to share- A j. ui liunua
holders covering the Fund's 11th , «1956 wiu be a period in wWch
year of operations announced the-thoughtful investor will do
that income dividends of 40 cents wen to re-examine his invest-

?oLsimre, dlstnbuted d"r"?g tbe ment position," according to1955 fiscal year, concluded Nov. 30, "Perspective," the monthly eco-
represented the largest annual nomic bulletin published by Cal-total payment per share in the vjn Bullock, Ltd.
history of the Fund. More than
15,000 individual and institutional

shareholders shared $2,394,122 in
dividends

"However, we are in a dynamic
age in which the increase of our
population and the vast techno-

The^Fund also reported that the ItKJS?
strong growth trend in our econo¬

my over the foreseeable fu-

1955 fiscal year produced record
high levels for net asset value per

share, total net assets, number of
shareholders and number of ' . ...

shares outstanding. No significant improvement in
Net a^et value ner chare nn the PreSent level of business ac-

Nov 30 1955 amounted to $9 27 tivity this year is Pr°bable>" the
as compared wit^$8 37 at the 1954 pubi cation continues. While the
fbcal year-end — an increase of Problem of the Federal K^erve,
16 1% after adjustment for the 45 ?or examPIe> "has been to contain
cents per share canital gain dis- !nflationai'y forcea without injur-
tribution paid'Dec 31 1955 Net mg buslness" "Perspective" points
assets rose to S?8 109 164 reflect- ?ut £hat ''the investor is. appre-
in« an increase of $10251 367 over benslve that a credit boom cannoti an increase oi $iu,ZoMb/ ovei be corrected without affectingthe amount reported at the close business adversely."of the Fund's 1954 fiscal year. . . ,, .

ou u u at . oa ,nrc Examining the economic1 per-

J'c'or,0" ^ formance of 1955, the publicationnumbered 15 851 an increase of
calls it „the bes't bus^ness ar

l,b87 ovei the total lepoited nt tv»io onntifw hoc oim,.

I. D. S. Assets

Have Reached

.114 Billion

that this country has ever en-
ena.

joyed." Gross Nationalare paid to shareholders in In- shares outstanding increased dur- was timo^t twice tha" of the fi"stvestors Group Canadian Fund Ltd. ing the same period to 6,271,425. nn,twa? veal and n^rlv (Wini
in accordance with its stated pol- up 554,450 from the total of 5,716,- a haH times thelevel if 1939
icy. Instead, such ordinary income 975 outstanding shares reported a balt t!mf the le™1 o£ £939J
and capital gains which may be Nov. 30, 1954. Key factors sparking the boom
realized are reinvested, tnereby ln keeping with its stated pur-
increasing the assets of the Fund pose of providing "as high an in-

Total net assets of four mutual to a corresponding extent. come as may be obtained pru-
funds managed by Investors Di¬
versified Services, Inc. increased
more than $255,000,000 during
1955, Joseph M. -Fitzsimmons,
President of IDS, announced to¬
day..

were the high levels of residential
construction and automobile sales.
For 1956, the publication foresees' "T "o VVAAIV CIO AA1WJ1 wv VMVUiilVU 1 VI • 11 «

AXE-IIOUGHTON mutual funds dently from a balanced portfolio I1. incre»se, on,balance, in over-liULCxniuiN mutual tunas
f £ ^referred stnrk-<= nnd a11 construction and a probable

net assets rose 20% in 1955—from 01 oonds, preferred stocks and decline jn automobile sales "which
«Q0PnniR7 nn tw R1 fn common stocks," the Fund reported 111 «*uu>muDiie sates wnicn$9U,bUU,l87 on Dec. 31, 1954, to rpvisp'H i+« im,P«tmpnt ls expected to have little effect
$108,661,535 on Dec. 31, 1955— 11 revised its investment
according to preliminary figures holdings whenever in the opinion

of the management individual se-
As of Dec. 31, 1955, combined ^°r the full year s operations. curities during 1955 failed to con-

total net assets of the four funds, 3 Tile star performer of tne group tribute adequately to this income
Investors Mutual, Inc., Investors objective.

upon the industries which serv¬

ice it."

F. W. Harder, Dir.
Stn^rFnnd^TnT^TnvPstors Selec! reported an increase of more than ~lfeMi'7pd net nrofits from these r< F' WllliaiTl Harder> of Allen &btocK runa, inc., investors beiec

from S41 736 785 to $54- * -^eaiizea net pionts trom tnese Company, investment bankers,tive Fund Inc. and Investors 4^878 Assets for the other two at the close ,°V tJJe 30 Broad Street, New York City
?.r?VP-9ai2a?ian Fund LtdV wef,e funds wp^ puo nnLTiS amouated n\° has been elected a director of

ATOMIC DEVELOPMENT

MUTUAL FUND, Inc.

is designed to provide
a managed investment ij
in a variety of

companies participating
in activities resulting
from Atomic Science.

g£T THE PACTS AND FREE PROSPECTUS

ismlc Development Securities Co., Inc.

F. Wm. Harder

Houdaille In¬

dustries, Inc.,
Ralph F. Pen,
President, an¬
nounced. Mr.

Harder is
Chairman of
the Finance
C o m m i ttee
and a director
of Foremost

Dairies, Inc., a
director of

ACF-Wrigley
Stores, Inc.,
and of Amer-

c a n Bosch
Arma Corpo-

$1,114,707,562 as compared with fur,ds were also up from the 19o4 $2,860,551. The ensuing Dec.;31,
$858,696,906 at the close of 1954, year~?P!?7^f o5w°l!S/>' no- n!!1j 1955 capital gain distribution of
an increase of 29.81%. from $42,554,841 to $46,985,004 and 45 cents per share represented the
A total of 287,100 investors to$7 653 °m 1frSest'^curity -profits ^istribu-

owned shares in the four funds *6,3i08,.561to $7,:263;,i6a3. .tion in the history of the Fund.
af the Hose of 1955 an increase of A fourth, E. W. Axe & Co.-man- This distribution was paid in full
68 390 shareholders over the 218 - a^ed fund> Axe Science and Elec- shares at net asset value as of the
710 reported at the end of 1954 tronics Corporation, commenced close of business Dec. 6, 1955, with*

. .

, , . , ^ ' business only last February. Mrs, shareholders having the option of
. The following table shows tne Ruth H Axe> president, reported requesting cash in lieu of addi-increases m total net assets mad^ rs asset vaiue climbed tional shares,
by each fund ouring the calendar ^ <^9 57 a ghaj-g at the end of 1955
year 19o5 as compared with the as agajnst an initial asset value
preceding calendar year-end fig- of $9^5 a share.
UFGS. . • ' • '

Dec. 31,'55 Dec. 3i,'54 Its net asset value on Dec. 31, ftiij ,

investors Mutual $890,107,902 $732,247,942 1955 was $19,516,983, lifting the yifilC6 ilfiOalSS^il
Invest, stock Fd. 151.095,867 105,332,941 total for all four funds to $128,- A .
Inv. Select, Fd.__ 21,739,440 20,990,338 17Q 51Q , Appointment Of Russell A. Til-
Investors -Group... ..

, ,, , .. , , ton, Jr., as Office Manager and _. . , A, _ t
Canadian Fund 51,704,353 125,685 On a share basis, the asset value Director of Personnel of Tri-Con- ihtion, Chaiiman of the Boards of
Totals $1,114,707^562 $858,696,906 ^ . ^xe*Iiougllt1C)n1 "d ^ ^a? tinental, Broad Street Investing SralVS^0ti ^°c°rS TS°mPraiY an^$6.12 on Dec. 31, 1955, as against and National Investors Coroora- Case & Son Manufacturing
Dividends totaling $54,169,924, $5.59 a year earlier (as adjusted tions and Whitehall Fund Inc Company; and a director of Tele-

of which $34,694,998 was derived to reflect a two-for-one stock split 95 Broadway New York City was re&stGr Corporation, and numer-
from investment income and $19,- in September); Axe-Ho u g h t 0 n announced by Francis F. Ran- ous other companies.
474,926 from capital gains, were Funcj p was $25.29, as compared clolph, Chairman of the Board and
paid to shareholders in the four with $23.62, and Axe-Houghton President of the investment corn-
funds during 1955. stock Fund was $4.03, up from panies.
Shareholders in the three United $3.83. Mr. Tilton, who entered the se-

States funds reinvested their 1955 Emerson W. Axe, President of curities clearance department of
dividends in the amount of $35,- these three funds, reported a ban- J* ^°" *n
584,389, equivalent to 65.7%, as ner year for sales. The total dol- ™ Manger and"Director of LH°iZltd ^Tficef at^l
against the 1954 dividend rein- lar volume in 1955 came to $21,- Personnel for that company, as ^ 4th gtreeT to specialize in
vestment figure of $24,470,219, 275,018, he said, as against $16,- well as for Union Securities, revenue financing and general
equivalent to 65.5%. No dividends 717.081 in 1954. Broad Street Sales and Union market bonds. Richard G. Howes

Service Corporations. ig President. He was formerly in
Appointed an Assistant^ Yreas- municipal department of Nel-

urer of Union Securities in Feb-
son Browning & Co.

ruary 1944, after experience in

the accounting and personnel de¬
partments of the associated com¬

panies, Mr. Tilton is a member of
the Wall Street Cashiers Associa¬
tion.

Metropolitan St. Lou. Adds
(Special to The Financial Chronicle)

ST. LOUIS, Mo. — Walter H. as Vice-President. Mr. Goodwin
Hallerberg has become affiliated has recently resigned from the
with Metropolitan St. Louis Com- Securities and Exchange Commis-
pany, 315 North Seventh Street, sion. In the past he was with
members of the Midwest Stock Dillon, Read & Co. in New York
Exchange. City.

Richard G.Howes

Forms Own Company
CINCINNATI, Ohio — Richard

EATON & HOWARD

IIALANCEU FUND

EATON & HOWARD

STOCK FUND

Managed by

EATON & HOWARD
INCORPORATED

24 Federal Street BOSTON Rufi8
BOSTON ESTABLISHED 1924 SAN FRANCISCO

Prospectuses from your Investment Dealer or the above.

A. J. Goodwin With

Lee Higginson Corp.
CHICAGO, 111.—Andrew Jack-*

son Goodwin, Jr. has become asso¬
ciated with Lee Higginson Cor¬
poration, 231 South La Salle St.,
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- DUN ic

Indications of Current
Business Activity
AMERICAN IRON AND 6TEEL INSTITUTE:

•

Indicated steel operations (percent ol capacity) Jan. 29
Equivalent to—

Rteel Ingots and castings (net tons) Jan. 29
AMERICAN PETROLEUM INSTITUTE:
Crude oil and condensate output—dally average (bbls. of -
42 gallons each) • —Ian. 13

Crude runs to stills—daily average (bbls.) Ian. 13
Gasoline output (bbls.) —Jan. 13
Kerosene output (bbls.) — Jan-13
Distillate fuel oil output (bbls.) Jan. 13
Residual fuel oil output (bbls.) Jan. 13
•tocks at refineries, bulk terminals, in transit, In pipe lines-
Finished and unfinished gasoline (bbls.) at Jan. 13
Kerosene (bbls.) at J&n- J3
Distillate fuel oil (bbls.) at Jan. 13
Residual fuel oil (bbls.) at Jan. 13

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars) Jan. 14
Revenue freight received from connections (no. of cars)—Jan. 14

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING
NEWS-RECORD:

Total U. S. construction Jan. 19
Private construction J&n-19
Public construction Jan-19
State and municipal Jan. 19
Federal Jan-19

COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons) Jan. 14
Pennsylvania anthracite (tons) Jan. 14

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE
SYSTEM—1947-49 AVERAGE = 100 Jan. 14

RDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.)

FAILURES (COMMERCIAL AND INDUSTRIAL)
BRADSTREET, INC Jan. 19

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.) Ian. 18
Fig iron (per gross ton) —Ian. 18
Scrap steel (per gross ton) Jan. 18

METAL PRICES (E. & M. J. QUOTATIONS):
Rlectrolytic copper—
Domestic refinery at- Jan. 18
Export refinery at Jan. 18

Straits tin (New York) at Jan. 18
Lead (New York) at__. Jan. 18
Lead (St. Louis) at Jan. 18
Zinc (East St. Louis) at Jan. 18

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds Jan. 24
Average corporate ——Jan. 24

Baa r- Ian. 24*
Railroad Group — Ian. 24
Public Utilities Group Tan. 24
Industrials Group Jan. 24

MOODY'S BOND YIELD DAILY AVERAGES:
U. 8. Government Bonds ; Jan. 24
Average corporate . Jan- 24
Aaa Jan. 24
Aa _ZI , 1_I Jan. 24
£ ~~ v, ~ Jan. 24
Baa "II -I—— — Jan. 24
Railroad Group Jan. 24
Public Utilities Group Jan. 24
Industrials Group „ Jan. 24

MOODY'S COMMODITY INDEX Jan. 24
NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons)— Ian. 14
Production (tons) Jan. 14
Percentage of activity Ian. 14
Unfilled orders (tons) at end of period Jan. 14

OIL, PAINT AND DRUG REPORTER PRICE INDEX—
1940 AVERAGE= 100 Jan. 20

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK
EXCHANGE — SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases)—t
Number of shares — Dec. 31
Dollar value Dec. 31

Odd-lot purchases by dealers (customers' sales)—
Number of orders—Customers' total sales Dec. 31
Customers' short sales Dec. 31
Customers' other sales Dec. 31

Dollar value Dec. 31
Round-lot sales by dealers—
Number of shares—Total sales —_—Dec. 31

Other sales Dec. 31
Round-lot purchases by dealers—
Number of shares Dec. 31

TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS
FOR ACCOUNT OF MEMBERS (SHARES):

Total round-lot sales—
Short sales Dec. 31
Other sales Dec. 31

Total sales Dec. 31
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM¬

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS:
Transactions of specialists In stocks in which registered—
Total purchases — Dec. 31
Short sales - Dec. 31
Other sales Dec. 31

Total sales Dec. 31
Other transactions Initiated on the floor—
Total purchases Dec. 31
Short sales Dec. 31
Other sales Dec. 31

Total sales Dec. 31
Other transactions initiated off the floor-
Total purchases Dec. 31
Short sales Dec. 31
Other sales Dec. 31

Total sales Dec. 31
Total round-lot transactions for account of members—
Total purchases Dec. 31
Short sales Dec. 31
Other sales Dec. 31

Total sales —Dec. 31
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF

LABOR — (1947-49 = 100):
Commodity Group—
All commodities Jan. 17
Farm products Jan. 17
Processed foods Jan-19
Meats Jan. 17
All commodities other than farm and foods Jan. 17

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the
week or month ended on that date, or, in cases of quotations, are as of that date;

Latest Previous Month Year

Week Week Ago Ago
<598.0 *99.0 95.7 85.0

§2,413,000 *2,437,000 2,309,000 2,051,000

7,013,000 7,026,450 6,945,800 6,689,200

117,949,000 8,020,000 7,684,000 7,370,000

26,847,000 27,179,000 27,069,000 24,784,000

2,448,000 2,444,000 2,428,000 2,822,000

13,541,000 13,501,000 12,077,000^ 12,029,000

9,179,000 8,895,000 8,623,000 8,737,000

171,906,000 169,012,000 160,406,000 162,198,000
- 24,434,000 26,345,000 29,909,000 27,677,000

101,074,000 107,269,000 126,040.000 100,111,000

39,325,000 33,719,000 40,935,000 50,566,000

710,338 611,299 714,588 639,833

661,944 595,870 670,751 . 596,620

$608,230,000 $461,828,000 $458,354,000 $257,151,000

435,424,000 222,265,000 260,761,000 163,839,000

172,806,000 239,563,000 197,593,000 93,312,000

132,233,000 167,708,000 162,495,000 83,175,000

40,573,000 71,855,000 35,098,000 10,137,000

i'l ■

10,600,000 9,270,000 10,580,000 8,680,000

615,000 459,000 580,000 552,000

104 94 255 99

11,521,000 11,594,000 11,614,000 ; 9,981,000

269 245 181 265

5.174c 5.174c ,5.174c 4.797c

$59.09 $53.09 $59.09 $56.59

$53.17 $53.67 $52.17 . $34.50

43.625c 43.575c 43.450c 29.700c

46.225c 45.100c 45.500c 32.550c

104.875c 106.125c 110.000c 86.750c

16.000c 16.500c
"

15.500c 15.500c

15.800c 16.300c 15.300c 14.800c

13.500c 13.500c 13.000c 11.500c

95.66 95.48 94.95 97.78

. 107.80 107.62 106.92 110.34

111.25 111.07 110.34 114.46

109.79 109.60 108.88 112.00

107.80 107.62 106.92 110.34

102.63 102.46 102.13 104.83

106.04 105.69 105.34 108.52

108.16 107.98 107.27 110.88

109.24 108.88 108.34 111.44

2.83 2.84 2.88 2.66

3.29 3.30 3.34 3.15

3.10 3.11 3.15 2.93

3.18 3.19 3.23 3.06

3.29 3.30 3.34 3.15

3 59 3.60 3.62 3.46

3.39 3.41 3.43 3.25

3.27 3.28 3.32 3.12

3.21 3.23 3.26 3.09

403.2 402.0 403.8 415.9

261,871 264,364 229,795 241,055

296,030 182,195 296,461 255,794
103 vi i : 92 102 93

622,501 658,142 568,726 388,392

107.47 107.54 107.14 106.47

931,198 1,090,709 1,165,035 1,444,572

$48,092,580 $58,484,761 $62,405,915 $68,068,161

782,941 1,050,447 1,037,134 1,529,630

2,904 6,552 7,105 8,665
- 780,037 1,043,895 1,030,029 1,520,965

$36,325,614 $52,104,771 $50,486,408 $65,728,335

213,860 306.670 319,360 535,360

213,860 306~670 319~360 535,360

338,910 386,900 444,480 394,450

227,070 489.140 520,830 658,620

8,954,210 12,042,720 12,757,820 18,647,260

9,181,280 12,531,860 13,278,650 19,305,880

1,143,820 1,556,570 1,636,070 2,319.510

119,360 230,980 232,210 348,440

1,034,450 1,212,090 1,347,320 2,049,730

1,153,810 1,443,070 1,579,530 2,398,170

227,820 340,120 432,100 543,970

5,800 18,760 33,920 32,300

201,090 288,330 366,430 562.320

206,890 307,150 400,350 594,620

431,610 690,190 733,077 729,603

53,610 126,780 119,960 100,200

367,425 5~9,331 635,888 862,413

421,035 726,111 755,848 962,613

1,803,250 2,586,880 2,801,247 3,593,083

178,770 376,520 386,090 480.940

1,602,965 2,099,811 2,349,638 . 3,474,463
1,781,735

6

2,476,331 2,735,728 3,955,403

111.5 111.7 111.2 110.1

83.9 84.6 84.5 92.6

98.1 *98.5 97.7
'

104.0

71.3 71.6 70.4 87.7

119.9 119.9 119.5 115.1

♦Revised figure. ^Includes 825,000 barrels of foreign crude runs
of Jan. 1, 1956, as against Jan. 1, 1955 basis of 125,828.310 tons.

tNumber of orders not reported since introduction of Monthly Investment Plan

§Based on new annual capacity of 128,363,090 tons as

Latest

Month

BANK DEBITS—BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM—Month
of December (in thousands) $200,523,000

BUILDING PERMIT VALUATION— DUN &

BRADSTREET, INC.—215 CITIES—Month
of December:

New England $18,640,840
Middle Atlantic 67,337,029
South Atlantic 27,425,666
East Central 70,938,203
South Central 59,8:4.159
West Central i 21,888.227
Mountain i 16,435,783
Pacific t 66,582,711

Total United States

New^York, ;Cit—
Outside New York City*.- ___

•V<? 1. ;

BUSINESS FAILURES—DUN & BRADSTREET,
INC^MohtH'of December:

Manufacturing number -i. .'.
Wholesale number -

Retail number

Construction number
Commercial service number

Pi evlous

Month
if': Year

Ago

$173,198,000 $186,317,000

$349,192,618
45,121,585

304,071,033

$17,391,205
96,791,353
37,959,862
92,698,174
63,024,694
26,620,543
17,673.534
76,394,283

$420,603,754
55,764,815

372,838,539

$21,198,819
63,040,491
41.272,680

73.672,440 t

76,826,091
27.805,248
17.840,717:
82,283,322,

$498,940.808
49,309,360'
363,631,448

Total number

Retail liabilities ::

Construction liabilities
Commercial service liabilities.

Total liabilities • i $41,643,000

BUSINESS INCORPORATIONS (NEW) IN THE
UNITED STATES—DUN & BRADSTREET,
INC.—Month of December

BUSINESS INVENTORIES — DEPT. OF COM¬

MERCE NEW SERIES—Month of November
(millions of dollars):

Manufacturing
Wholesale —

Retail

Total

191 VVU96 204

104 84 98

404 462 413

136 133 130

73 70 72

908 945 917

$11,554,000 $14,106,000 $17,526,000

10,867,000 5,068,000 6,285,000
10,775,000 12,626.000 '8,509,000

7,341,000 9,744,000 5,926,000

1,106,000 1,239,000 1,857,000.

$41,643,000 $42,783,000 $40,103,000
V '!

11,527 10,157 11,981

$45,600 *$45,300 $43,300
12,300 12.200 11,700

23,500 23,300 22,100

$81,400 *$80,800 $77,100

COTTON GINNING (DEPT. OF COMMERCE)-
As of Jan. 16 (running bales)

EMPLOYMENT AND PAYROLLS—U. S. .DEPT.

OF LABOR—REVISED SERIES—Month of
December:

All manufacturing (production workers)_._
Durable goods _________ ___ '.
Nondurable goods

Employment Indexes (1947-49 Avge.—100)—
All manufacturing

Payroll indexes (1947-49 Average—100)—All
manufacturing _I

Estimated number of employees in manufac¬
turing industries— .;

All manufacturing
Durable goods
Nondurable goods

FACTORY EARNINGS AND HOURS—WEEKLY
AVERAGE ESTIMATE —U. S. DEPT. OF
LABOR—Month of December:

Weekly Earnings— .

All manufacturing ,*i
Durable goods
Nondurable goods i.

Hours—
All manufacturing
Durable goods i
Nondurable goods -

Hourly Earnings— »• ••
All manufacturing ______

Durable goods i-
Nondurable goods ___

INDUSTRIAL PRODUCTION—BOARD OF GOV¬
ERNORS OF THE FEDERAL RESERVE
SYSTEM — 1947-49=100— Month of Dec.:

Seasonally adjusted ____

Unadjusted __

LIFE INSURANCE PURCHASERS—INSTITUTE
OF LIFE INSURANCE—Month of November
(000's omitted):

Ordinary ;

Industrial i__.

Group :

14,379,833

13,421,000
7,841,000
5,580,000

108.5

163.8

16,984,000
9,883.000
7,101,000

$79.90
86.52
71.23

41.4

42.0
40.7

$1.93
2.06

1.75

144

141

$2,713,000
549,000

1,336,000

13,527,000
7,867,000
5,660,000

109.4

164.3

17,075,COO
9.895.CC0
7,180,000

$79.52
♦86.31

70.12

41.2

*41.9

♦40.3

$1.93
*2.06

1.74

144
146

$2,560,000
571,000
579,000

13,423,292

12,645,000
7,213,000
5,427,000

102.2

143.1

16.050,000

9,144.000
6,906,000

$74.12
80.15

66.47

40.5

, 41.1
39.8

$1.33
1.95

"

1.67

130
128

$2,244,000
535,000

7,492,000

Total $4,598,000 $3,710,000 $10,321,000

LIFE INSURANCE—BENEFIT PAYMENTS TO
POLICYHOLDERS—INSTITUTE OF LIFE
INSURANCE—Month of November:

Death benefits $189,453,000
Matured endowments

Disability payments .

Annuity payments
Surrender values

Policy dividends

53,464,000
9,207,000

39,485,000
71,667,000
72,397,000

$182,028,000
51,605,000
8,800,OOP
39,519,000
73,861,000
69,554,009

$169,921,000
49,254,000
8,947,000
38,626,000
72,833,000
60,354,000

Total $435,673,000 $425,367,000 $339,965,000

MANUFACTURERS' INVENTORIES AND SALES
(DEPT. OF COMMERCE) NEW SERIES— V
Month of November (millions of dollars):

Inventories—
Durables : i $25,900 *$25,555 $23,959
Nondurable 19,651 *19,697 19,311

Total

Sales

$45,551
27,318

SELECTED INCOME ITEMS OF U. S. CLASS I
RYS. (Interstate Commerce Commission)—
Month of October:

Net railway operating income $110,929,588
Other income —. 19,294,122

Total income — $130,223,710
Miscellaneous deduction from income 5;275,792

Income available for fixed charges 124,947,918
Income after fixed charges 93,611,307

Other deductions — 3,627,158
Net income — — 89,984,149

Depreciation (way & structure & equipment) 44,953,924
Federal income taxes 45,899,057
Dividend appropriations:
On common stock —- 36,671,622
On preferred stock— 1—- 1,599,624

Ratio of income to fixed charges .. 3.99

TREASURY MARKET TRANSACTIONS IN DI¬
RECT AND GUARANTEED SECURITIES
OF U. S. A.—Month of December:

Net sales * —

Net purchase — 1_ $234,829,850

'$45,252
*26,678

$103,764,554
17,445,386

$121,209,940
4,572,365

116,637,575
85,242,328
5,645,860
7S,596,468
44,746,702
44,454,555

17,406,295
1,027,685

3.72

$43,270
23,964

$90,928,80
24,558

$115,487, __
4,117,151;

111,370,29€
79,401,399
2,763,834
76,637,56£
44,241,00*
28,052,27(

t

29,818,70';
3,511,65/

3.4!

$7,893,500 $40,965,10;
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Ai-'Our;^
Reporter's
Report

' The underwriting industry was

rapidly getting Pack to more
normal conditions this week after

having just about completed the
record-breaking chore of market¬
ing 10.2 million shares of Ford
•Motor Co. stock for the account

of the Ford Foundation.

With the turning over by the
tanking syndicate of the net pro¬
ceeds of the offering on Friday
underwriters will virtually pu
the finishing touches to this vas

undertaking involving a total
turnover of some $657,900,000.

The rousing success of the deal,
correctly foreshadowed by world¬
wide preliminary inquiry, quite
naturally has stirred up conjec¬
ture about the possibility that the
Foundation may give considera¬
tion to the marketing of another
block of its holdings. But at this
stage it is indicated that such a
move is not imminent to say the
least.

-

Bankers now are scanning the
roster of new prospects and they
find things looking up. Next Tues¬
day Northwestern Bell Telephone
Co., subsidiary of American Tele¬
phone & Telegraph Co., will open
bids for an issue of $25 million of
40-year debentures. Five banking
groups have been organized to bid
for this business which will put
the company in funds to pay off
advances by the parent company
for construction and for other cor¬

porate purposes.

1
<• Reynolds Metals Preferred
One of the biggest industrial

preferred stock issues to come

along in some time is being given
its last-minute polishing in prep¬
aration for public offering.
Bankers are readying 809,000

shares of $50 preferred, series A,
cumulative preferred of Reynolds
Metals Co. which will provide
part of the funds required to
finance; construction of a huge
new aluminum reduction plant.
An Additional $80 million will bt
raised through the private sale o'
bonds to insurance companies.

Preliminary | inquiry indicate;

SITUATION WANTED

Trader Available
Over - the - counter Securities,

Experienced —Mature — seeks

Connection in N. Y. C. Box U

126, Commercial & Financial

Chronicle, 25 Park Place, New

York 8, N. Y.

HELP WANTED

SALES MANAGES
Established Investment Firm in

the Southwest has an opening for
experienced Sales Executive to

supervise retail department.

Only those presently making $25,-
000 annually and with greater po¬

tentials will be considered.

Box C 126,-The Commercial and

Financial Chronicle, 25 Park Place,
New York 7, N. Y.

considerable interest in the pre¬

ferred, at a price, with market
observers disposed to expect a

yield basis of 4.60% to 4.70%.

Secondary Market"

fc

Experienced observers are in¬

clined to look for a firming tone
.n the secondary investment mar¬
ket from this point by way of
better prices and corresponding

shaving of yields. They point to
the encouraging action of the

DIVIDEND NOTICES

green bay & western railroad
company

he Boatd of D'rectots has fixed and declarec'
.30.00 the amount payable on Class ;"A'" De-
j niures (Payment No. 6u), and a dividend o
5 00 to be payable on the capital stock, and
v-UcO to be the amount payable on C.ass "B'
j.benlures (Fayment No. 37), out of net earn-
.lgs for the year 1S55, payable at Room No
o0, No. 20 Exchange P.ace, New York 5.
I.w York, on and after February 8, 195B. Th
.v.d ni on the stock will b; pa.d to stock-
old *rs of record at' the close of busines.
January 27, 1956.

W'TrON W. COX, Secretary,
w York, New York .

anuary 27, 1956.

AMERICAN GAS
AND ELECTRIC COMPANY

•//■

Common Sio«-k Dividend

* A regular quarterly dividend of fifty
f \ cents ($.50) per share on the Com¬

mon capital stock of the Company issued
and outstanding in the hands of the public
has been declared payable March 10,
1956, to the holders of record at the
close of business February 10, 1956.

W. J. ROSE, Secretary

January 25, 1956.

ALUMINIUM LIMITED

DIVIDEND

NOTICE

On January 18, 1956, a quarterly
dividend of Fifty-five Cents per share

in U.S. currency was declared on the

no par value shares of this Company,

payable March 5, 1956, to share¬

holders of record at the close of

business January 27, 1956.

Montreal JAMES A. DULLEA

January 78, 1956 • Secretary
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Record Date* February 15, 1955
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'merca's OLDEST Nams in Tib ||

Treasury marketrecently as a
weathervane.

This line of thinking is based
in no small measure on the theory
that the Federal Reserve may be

expected to take a tighter grip on

the flow of funds into the real

estate mortgage market.

Such a development, it is ar¬

gued, would have the effect of

turning institutional funds toward

the bond market in greater vol¬
ume for investment. •

DIVIDEND NOTICES

NATIONAL SHIRT SHOPS
of delaware, inc.

dividend no. 58

The Board of Directors has declared
a r^gu.ar quarterly dividend of 20
cents per share on the common stock,
payable Feb. 29, 1956, to stockholders
of record Feb. 13, 1956. Transfer Books
will not be closed.

W SYLVAN COLE,
Chairman of the Board

INTERNATIONAL

HARVESTER

COMPANY

The Directors of International Harvest¬

er Company have declared quarterly
dividend No. 150 of one dollar and.

seventy-five cents ($1.75) per share on
the preferred stock payable March 1,
1956, to stockholders of record at the
close of business on February 3, 1956.

GERARD J. EGER, Secretary

IOWA SOUTHERN

UTILITIES COMPANY

DIVIDEND NOTICE
The Board of Directors has declared the

following regular quarterly dividends:
35% cents per share on its

4%% Preferred Stock ($30 par)
44 cents per share on its

$1.76 Conv. Preferred Stock ($30 par)
30 cents per share on its
Common Stock ($15 par)

all dividends payable March 1, 1956,
to stockholders of record February 15,
1956. ' ' EDWARD L. S1TUTTS,
January 25, 1956 President.

cwmmn■■■■■■■■■■■■*■■■■■■■■■■■■■■■■■■■■

: |
SOUTHERN € jj

I I4ATURAL GAS f

COMPANY
j I

Birmingham, Alabarr.o S
: . . . s
j Common St c'l Dividend No. 68 ;
! ■

I A regular quarterly divi- ■

; dend of 45 cents per share J
[ has been declared on the I
I Common Stock of Southern ;

1 Nitural Gas Company, pay- 5
• able March 13, 1956 to :
! stockholders of record at the jj
i close of business on February S
• £9, 1956.

H, D. McHENW, f \
Vice President and Secretary. ;

■

Dated; January 21,1956. •

s :

THE SOUTHERN COMPANY
(INCORPORATED) v

The Board cf Directors has de¬
clared a quarterly dividend of
25 cents per share on the out¬
standing shares of common
stock of the Company, payable
on March 6,1956 to holders of
record at the close of busi¬
ness on February 6, 1956. v

L. H.Jaecer,
Treasurer and Secretary

THE SOUTHERN COMPANY SYSTEM

Serving the Southeast through:

Alabama Power Company

Georcia Power Company

Gulf Power Company

Mississippi Power Company

Southern Services, Inc. *

A DIVIDEND NOTICES ~
. •; • ' ' •

United States Pipe and Foundry Company
New York, N. Y., January 20, 1956

The Board of Directors this day declared a

quarterly dividend of thirty cents (30*) per
share on the outstanding Common Stock of
this Company, payable March 16, 195t>, to
stockholders of record on February 24, 1956.
The transfer books will remain open.

United States Pipe and Foundry Company

JOHN W. BRENNAN, Secretary & Treasurer

O'okiep Copper Company
Limited

Dividend No. 37 ^
The Board of Directors today declared a
dividend of twenty shillings per share on
the Ordinary Shares of the Company pay¬
able March 2, 1956, subject to South Afri¬
can Foreign Exchange Control Approval.
The Directors authorized the distribution

of the said dividend on March 13, 1956 to
the holders of record at the close of busi¬
ness on March 6, 1956 of American shares
issued under the terms of the Depcsi.
Agreement dated June 24, 1'946. The divi¬
dend will amount to approximately $2.79
per share, subject, however, to any change
which may occur in the rate of exclrngc
for South Africa funds prior to MnrHi 2.
1956, Union of South Africa non-resident
shareholders tax at the rate of 7.05% >Vii
be deducted.

By Order of the Board of Directors,
F. A, SCHECK, Secretary.

Xew York, N. Y., January 25, 1556,

\

STAUFFER CHEMICAL
COMPANY

DIVIDEND NOTICE
The Board of Directors has declared
a quarterly dividend of 40C per share
payable March 1, 1956 to the common

stockholders of record at the close of
business February 15, 1956. An extra
dividend, previously declared and an¬

nounced, of 50£ per share was paid
on January 16th to stockholders of
record January 3, 1956.

Christian deDampierre
Treasurer

THE TEXAS COMPANY

-214th-
Consecutive Dividend

A regular quarterly dividend of
ninety cents (90$) per share on
the Capital Stock of the Company
has been declared this day, pay¬
able on March 10, 1956, to stock-
holders of record at the close of

business on February 3, 1956. J
The stock transfer hooks will re¬

main open.

S. T. Crossland

Vice President & Treasurer

January 20, 1950

Southern

Railway
0Company

DIVIDEND NOTICE

New York, January 24, 1956.

Dividends aggregating 33/4% on 1,200,000
shares of Pieferred Stock of Southern Rail¬

way Company of the par value of $50 per
shore have today been declared, payable
as follows:

To Stockholders of

Date of RecordattheClose

Amount Payment ol Business on:

I'/4% (62»/2) Mar. 15, 1956 Feb. !5, I95C
l</4% (62'/2C) June 15, 1956 May 15, 1956
U4% (62'/2C) Sept. 14, 1956 Aug. 15. 1956
a dividend of One Dollar ($1.00) per

share on 2,596,400 shares of Common Stock
without par value of Southern Railway Com¬
pany has today been declared out of the
surplus of net profits of the Company for the
fiscal yeor ended December 31, 1955, pay¬

able on March 15, 1956, to stockholders of
record at the close of business on February
15, 1956.
An extra dividend of Two Dollars ($2.00)

per share on the 2,596,400 shares of Com¬
mon Stock without par value of Southern
Railway Company has todoy been declared
out of the surplus of net profits of the Com¬
pany for the fiscal year ended December 31,
1955, payable on February 15, 1956, to
stockholders of record at the close of busi¬

ness February 3, 1956.

J. J. MAHER, Secretary

DIVIDEND NOTICES
• "

^ 1 v . "v
• s ' V

United States Lines

Company

Common

Stock

DIVIDEND

The Board of Directors has authorized the
payment of a dividend of thirty-seven and
one-half cents ($.37 per share payable
March 9, 1956, to holders of Common
Stock of record February 24, 1956, who
on that date hold regularly issued Com¬
mon Stock ($1.00 par) of this Company.

CHAS. F. BRADLEY, Secretary
One Broadway, New York 4, N. Y.

Union Carbide
AND CARSON CORPORATION

ucc

A cash dividend of Seventy-five cents
(75(0 per share on the outstanding
capital stock of this Corporation
has been declared, payable March
2, 1956 to stockholders of record
at the elose of business Feb. 3, 1956.

KENNETH H. HANNAN,
V ice-President

The United Gas

Improvement
Company

DIVIDEND NOTICE
• *

, "■ • *

A quarterly dividend of 50c per
share on the Common Stock, par
value $13.50 per share, has been
declared payable March 29,
1956 to st »ckholders of record

February 29,1956.
A quarterly dividend of $1.06J£

ner share on the 414% Preferred
Stock has been declared payable
April 2, 1956 to stockholders of
record February 29, 1956.

John3 Hopkins, Treasurer

Philadelphia, January 24, 1956

Southern California
Edison Company

dividends

The Board of Directors has

authorized the payment of the
following quarterly dividends:

CUMULATIVE PREFERRED STOCK,

4.08% SERIES *

Dividend No. 24

25 V2 cents per share.

CUMULATIVE PREFERRED STOCK,

4.88% SERiES
Dividend No. 33

30yi cents per share.

The above dividends are pay¬

able February 29,; 1956, to

stockholders of record Febru¬

ary 5. Checks will be mailed
from the Company's office in
Los Angeles, February 29.

p. c. hale, Treasurer

January 20, 1956
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• t •Washington
Behind-the-Scene Interpretations A^J —-
—» from the Nation's Capital JLjLIl/U JL \JU/0

BUSINESS BUZZ

WASHINGTON, D. C.—There
are certain aspects of President
Eisenhower's aid to education
program that are self-evidently
mutable in relation to known,
established political trends.
The first of these is the term

and the second is the prospec- .

live yield of the school bonds.
The proposal is that the bonds
eligible for purchase by the
Federal Government should
have 30-year terms and carry a
maximum rate of interest %th
of 1% above the going long-
term Federal bond rate.
These would be the local

school district bonds. ~

The theory of this proposal is
that it would set a top interest
rate on local school district
bonds. The idea is that in fact
the rate, if often lower than this
top, would be most attractive
for a tax-exempt, as it would
appear to be, and the over¬
whelming mass of such bonds
would never have to be ac¬
quired under the- $750 million
it is proposed in the President's
program to set aside for pur¬
chase of local school bonds, if
necessary.

In other words, local districts
would be assured of U. S.
Treasury market and source of
funds if they had to go as high
as -Kth of 1% above the going
long-term Federal rate. The
more established local bonds
would go through investment
channels and Uncle Sammy
would become a market only to
protect the smallest, less estab¬
lished, less known school dis¬
trict Issues against possible ex¬
cessive sales costs.

v.i." fv" •' :> ■

This is the theory of the best
brains in the Welfare Depart¬
ment. They are probably satis¬
fied they have worked out a
gimmick which would avoid any
great use of the $750-million
bond buying fund, which looks
good in the headlines standing
there with such a "purty" nice
big round figure.

Fix College Housing Bond
Rate Terms

What the Welfare boys reckon
without, however, is that Con¬
gress even if it does pass Eisen¬
hower's school aid program, is
not going to be a party to avoid¬
ing a nice fetching subsidy on
the school bonds, over and apart
from any other nice subsidies.
If the Welfare boys had at¬

tempted to read history, as re¬
cently as it was written in 1955,
they would have learned that
Congress lengthened the term of
college housing loans obtainable
from the Housing and Home
Finance Agency from a top of
4© years to one of 50 years, and
fixed the maximum coupon on
these loans at 2.75%, This ef-,
fectively removed any chance
of placing these, or many of
these, out on the market, and
helped insure the prospect that
George . Humphrey's Treasury
will be shelling out most of the
dough to build college dormi¬
tories, laboratories, cafeterias,
and in fact almost all college
buildings except classrooms.
If Congress found a subsidy on

college housing loans so fetch¬
ing that it would kick over the
plan to restrain the volume of
Federal advances thereon, cer¬

tainly aid to building primary
schools would have a greater

political appeal. Hence it is rea¬
sonable to suppose that even if

Congress voted the Eisenhower

plan, it would probably at the
outset provide for as li^ral
loan terms and low interest
rates underwritten by Uncle
Sammy, as it did for college
housing loans.

In such case George Hum¬
phrey would find himself not
merely the contingent buyer of
a few small issues of local
school bonds, but perhaps very
near the sole market for these
issues. In such case the $750-
million fund would be merely a
starter.

Oppose Needs Clause
Mr. Eisenhower also proposes

himself a formula whereby the
size to the Federal school-build¬
ing dole would be varied from
state to state according to the
variation of each state from the
average economic well-being in
the country. In other words, the
poorer states would get propor¬
tionately more, the wealthier
states less.

That members of Congress
from the higher income jiorth-
eastern states can stay hitched
to such a proposition is again
nroved historically inaccurate.
The bill which came out of; the
House committee in 1955 pro¬
posed an uniform flat rate, ac¬
cording to a formula, but with¬
out subsidizing the poorer states.
Obviously the Eisenhower

Administration stressed the idea
of relative need, for the whole
excuse the spenders have used
to try to shoehorn the Federal
Government into local aid for
education is that some states are
falling behind in school building
because they allegedly have not
got the money. - -/. - « : ; ,

However, when and if a school
aid program does pass, either
initially or in a short period of
years, a formula for subsidizing
the poorer states at the expense
of the wealthier states will soon
be wiped out. And once school
aid is on the books, nobody will
quite remember the excuses
used to justify its enactment.

Says Program Is "Temporary"
A great point was made by

the Eisenhower Administration
that the proposed school aid
program is "temporary," being
limited to five years' duration.
Almost with sardonic comedy,
however, the same plea to Con *
gress to underwrite school
building construction requested
another one-year extension of
one of the two phases of Fed¬
eral subsidy for "Federally-im¬
pacted" areas. A "Federally-
impacted" area is one where a
defense installation or factory
once moved a lot of people into
a community in a hurry. The
Federal Government both sub¬
sidizes school construction and
school operating costs in "im¬
pacted" areas.
Initially the "impacted area"

program was "temporary,' being
enacted on a year-to-year basis.
If there has been a serious at¬
tempt to find some other way of
getting this expensive - subsidy
of schools off the backs of Fed¬
eral taxpayers, it has not be¬
come generally known. In re¬
sponse to a question, Marion
Folsom, Welfare Secretary, said
he could not state when this
program should come to an end.
In fact, publishers of diction¬

aries could write a new defini¬
tion of the word, "permanent,"
as follows: "permanent, like a

^'temporary' tax rate or a 'tem-

STOCKS BOARD ROOM

Broodbottom a Bubbled#*

"1 understand the temperature in the park is
five above zero today!"

porary* new class of subsidy
once voted by Congress."

Forgets Teacher Pay
Another facet of the Presi¬

dent's school aid program is that
initially it deals only with sub¬
sidizing school construction. The
drumfire of the educationists,
and those who are dripping
tears about problems of educa¬
tion including bureaucrats am¬
bitious to spend more money,
has been concentrated on the
alleged low pay of teachers to
a degree just short of the em¬
phasis upon the alleged need for
more school buildings.

Hence it is reasonable that
once the Federal Government
contracts to share the responsi¬
bility for local school costs by
shouldering construction costs,
that it will only be a matter of
time before teacher pay subsi¬
dies will become a real and not
fanciful Federal issue. Say about
the time of the Presidential
campaign of 1960, and the ses¬
sion of Congress which meets on
the eve of that campaign.

. A White House Reform
A great deal of attention is

being given to procedural re¬
forms to lighten the burdens of
the President. These procedural
reforms, like hundreds of "re¬
organization" reforms which
have been agitated for years in
this capital ad nauseum, are di¬
rected at. the manifestations
rather than the substance of
basic problems.
One recalls, for instance, the

"Legislative Reorganization Act
of 1947." Operating on the

theory that Congressmen had to
spread themselves too thin over
too many committees, this act
merely abolished some of the
committees and consolidated
them. It did not seem to occur
to the reformers that the real
problem was that Congress is
acting upon such an enormous
docket and diversity of prob¬
lems, that anything like know¬
ing what they are really doing
is utterly beyond the capacity
of the hardest working MC's.
Former President Hoover ad¬

vocates the office of an "Ad¬
ministrative Vice - President,"
without seeming to realize that
Sherman Adams de facto pre¬

cisely fills this bill—and many
others. Mr. Hoover's sincerity
is not questioned, for he obvi¬
ously devoted more of his per¬
sonal attention to his $4-billion
government than Mr. Eisen¬
hower does to his $65-billion
government.
However, to some old hands

there is one reform which ap¬

pears to have possibilities. It is
based on this problem:
-The greatest weakness of the
Presidency, regardless of the
times, the man in the White
House, or the party, is that the
President almost meets NO
face-to-face criticism. There is
no one of stature who can ap¬

pear before him and, as it were,
"cut him down to size," like a

member of the British Cabinet
or Prime Minister who can be
panned in public before Parlia¬
ment.

The man is physically insu¬
lated from personal criticism.
The other phase of the prob¬

lem is that the White House is
just about a perfect engine to
build up a man's ego, to inflate
it. He is importuned dozens of
times a day to endorse every¬
thing from grape nuts to Mich¬
igan cherries, to address nut and
bolt manufacturers or university
commencements. Very few of a
President's former intimates
will when he is in the White
House, presume to call him
"Ike" or "Harry."
In other words, the White

House is probably the most ef¬
ficient "Adulation Machine" of
the 20th century, rivaling in its
absence of criticism and its
highly-organized, 24-hour-a-day
program to build up a Presi¬
dent's ego, the courts of abso¬
lute monarchs of old.
It would take a man of amaz¬

ing pessimism about his own
abilities or of the capacity of a
genius to see through this, not
to lose his sense of humor and
proportion.
The reform is to establish a

constitutional officer to be
known by some such title as the
"Official President's Jester."
This official should be cleared
to attend the most secret meet¬
ings. His responsibility should
be, whenever he sees the Presi¬
dent's ego being unduly kow¬
towed to, to utter an impious
declaration appropriate to the
occasion, a loud razzberry, or a
plain "baloney."
If is because of the unques¬

tioned capacity of the White
House establishment to destroy *
a man's self-criticism that some
people here expect the Presi¬
dent to seek a second term—un¬
less he has already decided to
hold the fort for Dickey Nixon.

|This column is intended to re
% fleet the "behind the scene" inter
pretatiom from the nation's Capita
and may or may not coincide wit
the <fChronicle's" own views.}

West Virginia Is
Promoting Industry

Gov. William C. Marland o

West Virginia has completed

William C. Marland

most successful nationwide to

to promote his state as a desirabl
site for industry.
West Virginia black diamon

are now being made up into a

tractive cuff links and earring

which is a new product for
famous coal mines.
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