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EDITORIAL

As We See It

“We are to take a teaspoon of ‘peace and pros-
perity’ whenever issues are mentioned and they
will promptly - disappear.” Thus spake. phrase-
maker :Adlai| E.  Stevenson, candidate for. the
Democratic nomination for the Presidency, in a
recent address complaining among other things
of this presumed “slogan” of the Republican party
for the forthcoming election campaign. We can
well understand the dissatisfaction of Mr. Steven-

son with any effort to employ this or any other
catch-phrase as a vote getter and as a means of
avoiding more tedious and sometimes more
hazardous analysis of what ought to be the issues
of the campaign. Doubtless this particular cry of

“peace and prosperity” is more than ordinarily
galling to the Democratic party and to its candi-
dates for office this year by reason of the com-

mon belief that it is likely to be quite effective. .

The reason, or certainly one of them, that we

. can not join Mr. Stevenson more enthusiastically
in his denunciation of Republican’ politicians on
this count is the simple fact that Mr. Stevenson
and the others who would like so well to unseat
the Eisenhower Administration are themselves
so addicted to precisely the.same type of tactics
wherever and whenever the opportunity offers.
Take, for example, the very occasion upon which
the Democratic candidate offered this comment
upon Republican tactics this year. Mr. Stevenson
was in Minnesota talking to farmers who are said
to be deeply dissatisfied with their lot at the
moment. He had a good deal of a rather harsh
nature to say about the agricultural policies of
the admlmstratxon and by “contrast kept holding

Continued on page 40
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New -Dime"nﬁons
- In Our Economy

By RALPH J. CORDINER*
President, General Electric Company

-General Electric President depicts -the. economy. poised
at the threshold .of reversing -the industrial revelution,
freeing man from machine, requiring long-range plan-
ning, investments, stabilized production, and products
and promofion geared to year-long selling. Need for
managerial vision is stressed and Mr. Cordiner esti-
mates: (1) need for 3.6% annual growth rate; (2)
electrical mdnshy must double output in 10 years and
quadruple it in next 16 years; (3) dynamic effect of in-
creasing population, income, living: standard and tech-
nology; (4) 1965. Gross National Product at $570 bil-
lion; ‘and (5) upward growth surge from' automation,

research, development and innovation investment:-- -

As we advance into a year of national elections, I am
sure none of us #& surprised to find that one of our
most cherished 'American privileges
is being increasingly exercised. That -
is the privilegé of disagreeing with -
‘each other. ‘This seems. to apply- in
matters of economics as .well as in
politics, - A truly noteworthy aspect
of this:year 1956 is that on one point: -

at least there seems to be widespread

‘agreement. In' the ‘words of the-
President’s Council ~of ' Economic:
Advisors “a glorious economic future.
may be ours.” I think we all share. |
that faith in the boundless oppor-
tunity for all Americans. ‘We must*
agree too with the Council’s warmng
that we shall achieve the promise of
a glorious future “only by wise man-
agement of our national household.”

The point I should like ‘to discuss with you is how
our leaders in industry, finance and commerce can make

Continued on page 40

*An address by Mr. Cordiner before the Economic Club of New
York, March 5, 1956.

Ralph J. Cordiner

PICTURES IN THIS ISSUE—Candid photos taken at the Annual Mid-Winter Dinner_of
the INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA appear in the Pic-

torial Section starting on page 25.
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‘Growth Stocks in
‘Particular Industries

By WILLIAM HAMILTON SWARTZ*
Partner, Goodbody & Co., New York City

Prominent : investment -analyst. concentrates on _certain.
yardslicks . in- particular .industries, ‘groups and special
situations .to determine locus of greatest growth. Pref-
erence. is - expressed. for: -chemicals;  utilities, especially
in the: northwest; oils, particularly. Gulf.Coast -develop-
ment;:drugs; life insurance; defense industry, encom-
passing -atomic -energy, electronics, aircraft and guided
missiles; metallurgical and light weight metals; airlines;
meatpacking; -and companies benefiting from lower raw
material - costs.. Mr.. Swartz discerns highest ratio of
research to sales in defense industry group and antici-
pates outpouring of developments to generate new indus-
trial ‘and = commercial . markets.- Excellent - correlation
between research expenditures and profits is found.
My talk today could also be titled ‘“Thesis Investing

in ’56.” ' Thesis investing de-emphasizes the market as
such ‘and instead concentrates on

“trying to. find .the .particular. indus-.

tries or groups most likely to.benefit -
from the period ahead.

There appear to be 8 or 10 groups
where one.can find a good thesis
for 256.. First, however,. I :would like -
to emphasize the-more basxc, longer-
term thesis about;finding: companies
that spend ' above-average.sums:on .
research. -and: development . because
most. 4such". companies-: then show,
above-average “growth. : With. total -
U. S. expenditures for research and
development by all sources. appar-
ently running from 20 to:30 times
the rate of the early '30s and with
1955 believed to have reached a new
all-time peak around $5 billion or half again as much

Continued on page 46
*An address by Mr. Swartz at the Dean’s Duy‘Homecamhg Con.

ference, New York University Graduate School
istration, New York City, Feb. 25, 1956.

William H. Swartz
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MEMBERS NEW YORK STOCK EXCHANGE
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115 Broadway, NewYork 6, N. Y.

Miami Beach — Rye, N. Y.

OF NEW YORK
Bond Dept. Teletype: NY 1-708
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T.L.WATSON &CO.
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New York Stock Exchange
American Stock Exchange
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NEW YORK 4, N. Y.
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CANADIAN
SECURITIES

Commission Orders Executed On All
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Teletype NY 1-2270

DIRECT WIRES TO MONTREAL AND TORONTO

Goobsoby & Co.

MEMBERS NEW YORK STOCK EXCHANGE
115 BROADWAY 1 NORTH LA SALLE ST.
NEW YORK CHICAGO

$400,000
City of Montreal
3%, % Debentures
Due October 1, 1965
Payable in United States dollars
Price 98.80 to yield 3.409%

Domiion SECURITIES
OGRPORATION

Associate Member of American Stock
Exchange

40 Exchange Place, New York 5, N. Y.
Tel. WHitehall 4-8161 Tele. NY 1-702-3

CHASE MANHATTAN
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Pacific
Power & Light Co.
COMMON
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It takes only a matter of moments

i 10 reach several thousand banks,
brokers and dealers throughout
the country through our nation-
wide network of private wires.

| Why not try Hanseatic the next
time you need prompt, accurate
executions? . A phone or TWX
call will place our complete facili-
, ties at your disposal.

New York Hanseatic
Corporation
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Associate. Member
American Stock Exchange
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Commonwealth Natural Gas
Life Insurance Co. of Va.

CTRADER, TAYLOR &CO.,Inc.

[ Lynchburg, Va.
LD 30 TWXLY 77

Trading Markets
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E. J. Korvette, Inc.
Precision Radiation
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_ Rare Earth Mining
Riddle Airlines
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Z7 Wall $t, N.Y, Tel. HAnover 2-4850

LAMBORN & CO., Inc.
99 WALL STREET
NEW YORK 5, N. Y.
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The Security I Like Best

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country .

participate and give their reasons

for favoring a particular security.:

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

S. G. EISENSTADT

Partner, Statistical Department
Straus, Blosser & McDowell,
Chicago, I1L

Ero Manufacturing Company

The automobile seat cover in-
dustry, which- comprises one of
the largest segments of the auto
parts industry as a whole, is mov-
ing ahead into
1956 with jus-
tifiable confi-
dence,

Ero Manu-
facturing Co.,
Chicago, one
of the indus-
try’s leaders
reports that
during the
past year the
company re-
versed a na-
tion-wide de-
cline in auto
seat cover
sales. The de-
cline resulted from the fact that
new cars, during recent years,
came equipped with such attrac-
tive upholstery that few mo-
torists cared to cover it.

To meet the new and changed
situation Ero embarked on an in-
tensive program of  developing
new designs, new materials and
new uses for their product. This
was coupled with several novel
promotions that paid off hand-
somely.

As a result the company showed
a 14% increase in net sales from
1954 to 1955. Net sales for fiscal
year ended Aug. 31, 1955, were
$9,135,143 compared with $8,017,-
097 for 1954, Net income during
the same period increased 18%
from $265,119 to $313,621. Per
share earnings were $0.90 against
$0.76 the year before.-

Ero Mfg. Co. has 358,500 shares
of common stock outstanding.
Since Feb. 6, 1956, Ero stock has
been listed and ;traded on the
American Stock Exchange. Ero
has no funded debt and no pre-
ferred stock outstanding.

The Aug. 31, 1955, balance sheet’
disclosed total current assets of
$4,131,988 including. cash and
equivalent of $948,420 and total
current liabilities of only $745,768
for a net working capital of $3,-
386,220, equal to $9.67 a share.
Book value was $11.26 a share,
Both figures are based on the
350,000 shares then outstanding.
An additional 8,500 shares were
subsequently issued to purchase
Protection Products Co.;, with the
shares plus $330,000 cash.

On March 15, 1956, Ero will pay
its regular 121% cents quarterly
dividend which will be the 35th
consecutive quarterly dividend of
12% cents since the first public
offering of stock in 1947. On Dec.
15, 1955, Ero paid a 25 cent extra
yearly dividend, the ninth extra
“dividend the company has paid.

To directly combat the com-
petition - of the distinctively de-
signed and matched upholstery
being produced by the automobile
manufacturers, Ero changed many
of its basic designs to match the
interiors of the new cars.” The
company also developed a clear
plastic seat cover that allowed the
original beauty of the upholstery
to show through and protect it
at the same time,

Ero has also developed such
materials as terry cloth and ecor-
duroy for those car owners who
want protective covering but are
not ready to recover the original
car upholstery. - Both the terry
cloth and the corduroy covers,
which went into production dur-
ing 1955, are tie-on covers.

The terry cloth seat covers
were designed for summer

Sam Eisenstadt

weather use while the corduroy
covers were designed to give
similar protection during the win~
ter.  Surprisingly, - both  covers

have sold equally well  during

both seasons. - ;

In December, 1955, the devel-
opment of a new stretchable
vinyl-coated material was an-
nounced by Ero. This material
has made it possible to fit most
of the cars on the road today with
one-third the number of pattern:
sizes used previously. =

Ero officials estimate that this
innovation will allow "their re-

tail outlets to stock a full line.of-

covers with greater simplification
in cataloging and inventory work.
It will also bring many. smaller

, dealers into the seat cover busi-
" ness who could not handle seat
i covers before because of the large

and complex inventory required. .

Since the new material also makes |

installation easier, it is expected
to cut labor costs as well. :

In addition to manufacturing
seat covers, Ero has also moved
into related fields. The company
makes Relaxon hassocks, Crown
metal furniture, insect screen
covers for automobile grills, auto-
mobile seat cushions, luggage car-
riers, air conditioner covers and
automobile safety belts.

But 80% of Ero’s production is
devoted to seat covers. It is in
this area that a great deal of pro-
motional work is being carried
out. One highly successful pro-
motion was the Ero “Seat Cover

Caravan.” Trailers, stocked with’

seat covers and displaying ma-
terials and designs on miniature
seats, went ‘int6 the parking lots
of one of Ero’s largest customers,
a major retail chain, Seat covers
were sold right in the . parking
lots where buyers could conven-
iently match them with their car
interiors and where the . covers
could be installed on the spot.

In the past most of Ero’s sales
were made to major automotive
chains. A special sales depart-
ment. was set up early in 1955 to
encourage business with a larger
number of smaller chains.and in-
dividual retail outlets.

Ero’s’ physical facilities are
still expanding. The company’s
seventh plant was- purchased  in
Chicago in October when Ero ac-
quired Protection Products’, Co.,
a local ‘manufacturer of - seat
covers for the past 37 years. Two
other Ero plants are located in
Chicago and there is one each in
Crystal Lake, Ill., Philadelphia,
Los Angeles, and Hazelhurst, Ga.
The Hazelhurst plant was recently
enlarged by some 25%. :

Howard F. Leopold, Ero’s Presi
dent and founder some 45 years
ago, sees the next few years as
the best ever. “Not only have we
developed products and promo-
tions to meet different competi-
tive situations, but we find now
that the entire market is turning
over in our favor,” he says. :

The replacement market for.
has ' been growing "

seat covers
rapidly with the growth of car
registration. In 1954 approxi-
mately two-thirds of the 48 mil-
lion cars on the road were
equipped ‘with seat covers. The
same proportion-held .true during
1955 when car registration is es-
timated to have increased by some
3,000,000 vehicles. ¥

Furthermore, as the number of
cars on the road increases their
average age rises also, thus in-
creasing the demand for seat
cover replacements. For these
reasons Leopold sees a still higher
demand for his product during
the coming years despite predic-
tions of a slight drop in auto pro-
duction during 1956.

“We will not only keep pace
with the market,” Leopold says,

I3
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This Week’s
Forum Parti(_:ipants and
Their Selections

Ero Manufacturing Company — S,
' G. Eisenstadt, Partner, Statisti-
cal Dept., Straus, Blosser & Mc-~
Dowell, Chicago, Ill.- (Page 2)

The Coca-Cola Company — Ed-
ward W. Ferguson, Manager of
Investment Research Dept,
Laird, Bissell & Meeds, New

. York City. (Page 2) A

“put with attractive merchandise
and new promotional methods we
will outdo it- whenever we can.”

EDWARD W. FERGUSON

Manager eof Investment Research Dept.
Laird, Bissell & Meeds
New York City

The Coca-Cola Company

Rarely in the market at any
level, and particularly at the pres-
ent time with leading' averages
just off slightly from historically
high levels, is
it possible to
find a stock
which has as
many impor-
tant factors in
its favor as
does that of
Coca - Cola,
That is
in my opinion
it merits the
selection as a
candidate for
“The Secu-~
rityI Like
Best” column
in the “Com-
mercial and Financial Chronicle.”
At-present ‘it is not generally a
popular stock with investors. How-
ever, for the discerning security
buyer,-this is another point in its
favor. . Coca-Cola common stock
at $126 per - share offers value,
satisfactory yiéld, quality, growth,
new  management with real in-
- centive, a company with new pol-
icies, a strong technical stock pat-
tern, and a company which should

Edw. W. Ferguson

benefit from the increasing popu-

why -
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Alabama &
Louisiana Securities
Bought—Sold—Quoted

STEINER, RoUSE & Co.

Members New York Stock.Exchange
Memoers - Amerioan - Stock - Ezchange
19 Reotor St., Now York 6, I Y,
HAnover 2-0700 NY 1-1557
New Orleans, La. - Birmingham, Ala,

Mobile, Ala. -

Direct wires to our branch offices

JAPANESE.
STOCKS

after  remaining at practically’
- stationary levels for-three years’
now appear to be stirring due’
to improved Japanese economy.
For current information
Call or write

- Yamaichi - -
Securities Co., Ltd.

Established 1897
Home Office Tokyo-—"170 Branches
Brokers & Investment Bankers

111 Broadway, N.Y.6 COrtlandt 1-5680

Established 1858

H. Hentz & Co.

; Members’ e
New York Btout £xchange
American Btocct  £xchange .
New York  Cotton £xchange
Commodity -  Exchauge, . Ine, -
Chicago - Board  “of . Trade
New Orleans Cotton Exchange

. and other exchanges -

N. Y. Cotton Exchange Bldg,

- NEW YORK 4, N. Y.
Chicago «' Detroit « Pittsburgh
Miam{ Beach . Coral Gables
Hollywood, Fla. '« Beverly Hills, Cal

Geneva, Bwitzerland ¢
Amsterdam, Holland

lation” trend of potential custo-

mers.

Early in 1955,. Mr. ‘Robert
Woodruff, Chairman of the Ex-
ecutive Committee, reached the
retiring age of 65. He was suc-

ceeded by Mr. William E. Robin-_

son, as President and Chief Ex-
ecutive Officer. The appointment
of Mr. Robinson was timely and
uniquely appropriate for an or-
ganization .like the Coca-Cola
‘Company;.the success of which is
heavily dependent upon adver-
tising and public relations. .Mr.
Robinson had previously - served
as Chairman of the Board of Rob-
inson-Hannegan Associates, Inc.,
which for- many years has acted
as the company’s public relationa
counsel.- Prior to that he was
Advertising Director, then Execu-
tive Vice-President, ‘and finally
Publisher of the New York “Her-
ald Tribune.” His past record is
one of success. For the first time
in the history of the company, the
Chief Executive Officer and the
principle executive officers have
been granted options to purchase
up to 200,000.shares of stock. Mr.
Robinson has-been granted an op-
tion  to. purchase .up to. 25,000
shares of stock-at a price of 117Y4.
Mr. Curtis H. Gager, formerly'an
executive of General Foods, has
been appointed Vice-President in
Charge of Sales, which further
strengthens management. In the
soft drink ‘industry managemernt
has always been of prime impor-
tance.

The capitalization consists solely
of 4,268,078 no par value common
stock .shares. There is no funded
debt. 'Coca~-Cola International
owns 29% of the common stock.
The financial position is strone.
The cash position is more than
ample for corporate needs. Since

Continued on page 57
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INVITED

Looking for a publisher? Learn how
we can publish, promote and dis-
tribute your book, as we have done
for hundreds of others. All subjects
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.on :business. and financial topics.
New authors welcomed. Write today
for booklet CN. It’s free. i

Vantage Press, Inc., 120 W, 31 St, N. Y.
In Calif.: 6253 Hollywood Blvd., Hollywood 28
In Wash., D. C.: 1010 Vermont Ave., N. W.
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Quotation Services
for 42 Years

National Quotation Bureau
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46 Front Street
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Outlook for Housing

By EARL B. SCHWULST*
. President, Bowery Savings Bank, New York City

President of country’s largest savings bank advocates a more
equitable distribution of commitment funds to aid the smaller
builders, and ingenuity be used in a buyer’s market to. provide
better housing value witkin the purchasing price limits of the
market. In spite of housing debt rise as a per cent of income,
instances of overbuilding and growing selecliveness of buyers,
Mr. Schwulst foresees substantial continuing housing need and
presents evidence to refute pessimistic fears-of housing col-

lapse. No shortage of mortgage meney,

saving banks’ portfolios, and

“ampla room” in
as good a year as 1955 for

mutual savings banks are predicted. Concern is voiced about

the cost of:

shrinking land supply, labor, materials, and

price cf houses.

From many quarters we are
warned to expect a slump in hous-
ing. The more pessimistic are
adding that # it comes, and

especially if
it is accom-
panied by a
sharp decline
in automobile
production,
the very fab-

ric of our,

».-economy will
“be endan-=-
gered.

May be.
This * depends
on whether a
slump is in

. fact. imminent

) and, if so,
Earl B. Schwulst how big it

will be. Doubtless, a serious de-
cline in these two major industries
would adversely affect our econ-
omy.

-~ How likely is a serious drop?
What factors indicate it?| What
are the contrary considerations?
What really is the problem?

Real Housing Need

- I for one. refuse to accept the
counsels of extreme pessimism.

- If it is true that we have six
million or more dwelling units
that are not fit for human habita-
tion. -

. If it is true that we must build
at least one million or 1.1 million
or 1.2 million new units annually
over the next six years and 1.5
million units thereafter for the
next 13 years to meet the real
needs of the nation,

If it is true that in the next four
years we need 2!, million units
for minority groups alone.

If we can expect, as has been

true in recent years, that five mil-
lion people per year will move
from one state to another and
another five million will move
within state lines.
. If less than 25% of the 20 mil-
lion eligible veterans have taken,
advantage of their GI housing en-
titlement.

If the prediction of the VA that
650,000 veterans will exercise
their GI rights for home purchases
in 1956 materializes.

If industry carries out its cur-
rent plans for expansion and de-
centralization.

If all these things are true, as
the majority of experts, both in
government and private enter-
prise, suggest, I cannot foresee

*An address by Mr. Schwulst before
the Annual Convention of California
Mortgage Bankers Association, Coronado,
Calif., March 2, 1956.

the  likelihood of an imminent,
serious drop-off in residential
construction,

Some Clouds

On the other hand, the horizon
is not entirely cloudless, The gov-
ernment -has . evidenced concern
about the growing size of the
combined consumer installment
and housing debt. Although there
are available statistics to prove
this debt is too large, too small,
or ]ust about right, the fact re-
mains that annual repayments on
this growing debt have risen from
13% of disposable personal income
in 1950 to 18% in 1955. There
obviously must be a limit-to the
extent we can commit future in-

come. In a respectable number of °

areas we are encountering for the
first time clear evidence of over-
building. Home sales are moving
perceptibly slower. Home buyers
are becoming increasingly selec-
tive, The cost of construction and
the cost of suitable land continue
to press upward and are severely
taxing the ability of home build-
ers to produce housing within the
purchasing power of their mak-
kets.
Housing Credit

What is the answer? At the be-
ginning of this year, the building
industry, noting the progressive
decline in starts over the past five
months, demanded that credit and
terms be eased. You know what
the response was. VA and FHA
restored the 30-year loan. The
Federal Home Loan Bank Board
partially restored to the savings
and loans the privilege of borrow-
ing to meet mortgage commit-
ments. FNMA instituted a new
plan that in effect provides for
the warehousing of mortgages for
nine months for a 1% fee. On the
other hand, no action was taken

by the Government to ease over- ~

all credit policies. Nevertheless I
doubt if mortgage money will be
in short supply. Although savings
did not accumulate last year at
the rate experienced in recent
years—and may not this year—
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I foresee no shortage of mortgage -

funds for real housing needs. In-
deed, it seems to me that neither
credit nor terms have created the
problem we now face.. Credit

policy has returned since the war -

to a position of respect as an in-
strument to be reckoned with in
leveling the cyclical fluctuations
of our economy, but even those
who wield this power recognize
that although it can nudge the
economy one way or the other it

Continued on page 14
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Flexing Qur Missiles

By IRA U.
Enterprise

COBLEIGH

Economist

A swift survey touching upon the long and lhe‘ short.of
guided missiles, wiih some reference to compaiies having
a part in their production.

A missile is a prcjectile; a mis-
sal is a prayer book: and we'’re go-
ing to need a lot of both if we
are to maintain peace on this

planet. While
most of us
have heard
much about
guided mis-
siles, it is on'y
witnizy the
past couple of
months that
they have
moved onto
the front page
of our papers,
and isto to)
priority on
shopping list
for military
. hardware. As
for military aviation, someone
should now draw an updated ver-
sion of Max Beerbohm’s ‘famous
cartoon “Dropping the . Pilot,”

Ira U. Cobleigh

since the most devastating air at-

tack we now envision is not by
bombers but by unmanned mis-
siles.

As a matter of fact, for us non
technical, unscientific folk, the
point of demarkation where an
artillery shell becomes a missile,
and a missile a form of aircraft is
pretty hard to define; and .the
functional merger of one high
velocity unit into the other might
never have come about except for
our compacting an atomic bomb
down to warhead size and weight,
no longer requiring a big bomber
to tote it. While no doubt the
only present long range nuclear,
or thermonuclear bomb delivery
available 'is via a crew-manned
B-47, or its equivalent, the 5,000~
mile missile is the awesome bomb
bearer of the future,

Before discussing this projected
intercontinental missile, we ought
to mention some of the shorter
distance ones, and the various
service branches developing and
deploying them. The Army’s op-
erating area is in ground based
anti-aircraft (defensive), and me-
dium range surface-to-surface
missiles, Its main anti-aircraft
item is the Nike (Greek word
meaning victory), a liquid fueled
rocket that zeros in, under elec-
tronic guidance, on enemy bomb-
ers. A longer range missile is the
Redstone, improved and updated
offshoot of the German V2 rock-
ets. It's a surface-to-surface job
believed capable of development
t0 1000-1400 mile range. The Nike
has been produced in quantity;
and Redstone, while still in ex-
perimental stage, can fly several
hundred miles.

The Navy is at work on missiles

than can be launched from either
surface or submersible craft. Its
“Terrier,” an anti-aircraft rocket,
is already on active daty.

The Air Force has developed
missiles for fighter planes to
carry, the most famous of which
is Falcon, a 120 lb. 6% foot cigar,
packing radar guided doom
against a target plane. The Air
Force goes in for ground based
anti-aircraft too, and has brought

forward a ram-jet rocket called .

“Bomarc” with a range of several
hundred miles, and there's the
“Navaho” that looks like a plane,
flies long ronge, and packs an
atomic warhead. The Air Force
has also brought along the
“Snark” into production. This,
too, is a pilotless air plaie ca ab’e
of going for 5,000 miles at 600
miles per hours, guided by auto-
matic celestial navigation, It is
propelled by a single jet, and it
too packs an atomi~ warhead.

There - is considerable - inter-
service overlapping in researching
rockets and ballistic missiles, with
effective ranges up to 1500 miles.
Weapons in this category have, up
to now, been accented partly, per-
haps, because they were less com=-
plicated than longer mileage ones.
With the announcement and be-
lief, however, that the Russians
have flown an elfective rocket
with an estimated range betwezn
900 and 1500 miles, it has seemed
vital that we proceed with all
haste to beat them to the big one
— the Intercontinental Ballistics
Missile, This awesome weapon; if
we perfect it first, can assure our
nation of the strategic advantage
we had when we alone possessed
the atom: bomb,  For ICBM, in
theory, will be able to travel 5,000
miles at around 15,000 miles per
hour. From a West Coast base,
it could reach Moscow in a paltry
30 minutes, and, on arrival, could
deliver, in seconds, a mass of de-
structive mayhem equal to 200
Hiroshima atom bombs. A few of
these monstrous . missiles -should
serve to insure world peace. If
they' don’t, we may all, indeed,
become men of extinction!

Now, while Intermediate Range
Ballistics missiles (up to 1500
miles) are being worked over by
all service branches, the ICBM is
the particular province of the
Air Force, which presides over
our No. 1 missile testing labora-
tory at Camp Patrick, Fla, and
the related launching base at
nearby Cape Canaveral, Fla,, jut-
ting out into the Atlantic, 190
miles north of Miami. From
there, running in a Southeasterly
direction, stretches the test courze
for missiles for 10,000 miles, with
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a 1600 mile chain of radar statiors
to be strung out .on. Caribbzan
isles, to report flight progress, and
to destroy any misguided missiles.

Now all the above material
(none of it classified) is jast a
little off our regular beat, but
was presented as necessary back-
ground for the consideration of
investors who perceive, in our
billion dollar ballistic program,
opportunities for prudent invest-
ment, somewhat akin to thcse oi-
fered in Boeing, Lockheed, United
Aircraft, or Grumman a few years
back.

So now we'll veer from missiles
to a brief consideration of some
of the companies sharing in their
production. They’re not  simple
like bullets, but complicated gadg-
ets requiring calculators for figur-
ing range, distance, direction,
velocity, -earth - rotation, etc.; a
maze of electronic controls to
keep them on course, jets or
rocket motors to give them initial
speed, and special metals ¢apable
of standing intense heat. Well,
who’s doing some of these jobs?

The Glenn L. Martin Company
has an important plece in this
field. It produces the Viking
rocket for the Navy, the tow t.r-
get plane, B-57E, for th= Air
Force ‘and the Matador TM-61
quided missile, also.for th=2 Air
Force. This latter is a tactical
missile for the attack of enemy
troops using a nuclear warhead.
Recent tests- have- established its
amazing target accuracy at 6504
miles, This may be an answ:r to
Russia’s intermediate rocket.

Glenn Martin commcn ‘s listed
NYSE (Symbol ML). It had
losses on commercial plane pro-
duction in 1947, 1948 and 1951,
and susnended dividends hetween
1947 and 1954. It's a major mili-
tary producer with sales to the
services 99% of total in 1954. ML
looks on the upgrade now, and
may make some appeal to the
missile minded at; 3512 paying
$1.60. .

Northrop Aircraft, Incorpora‘ed,
has moved ahead rapidly since
1953, reporting a new high in
sales of $283 million, and net of
$7.89 per share for 1955 (fiscal
year. ending July, 31). A b.:ilder
of fighter planes during the war,
Northrop is now quite a factor in
Missiles. It owns Radioplane Co,,
top producer of electronically con-
trolled target planes, and its
“Snark” (above mentioned) ranks
among the leading pilotless
bombers. Northrop’s continued
research in long range missiles,
may well produce a valuable new
addition to our aerial arsenal. For
the investor here, there’s the com-
mon stock at around 26 paying
$1.60 and a 4% debenture due
1975 with a very near conversion
privilege—into common at $27.25.
This “convert” sells at 104.

Probably the top company' in
guided missiles, at the moment,
is North American Aviation, Inc.,
creator of the “Sabre” jet fighter,
and producer of the Navajo mis-
sile. This reaches the ether by
rocket booster, and then can zoom
along at 1700 mph, to 20 miles
above the earth. North American’s
Rocketdyne division has pioaee -ed
in rocket propulsion systems, and
its Autonetics division desiens and
manufactures robot navigation
and control systems. North
American has a lot of know how
and a billion dollar backlog in
government contracts. Common
sells around 80 and pays $4.

The “Nike” supersonic rocket
already tested, built and irstalled
in many units, is presently a key
weapon in Continental Air De-
fense. Up to 20 miles, it can fol-
low and finish off an enemy craft

implacably. “Nike” is built by a.

Douglas Aircraft-Western Elec-

* tric team.

The “Bomarc” is also a ground
launched supersonic missile.. It’s

built by Boeing (famed creator of.

the B-47 six jet and B-52 eight
]efc bomber). It is started skyward
with an Aerojet rocket, and con-
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tinues travelling by virtue of two
ram-jets built by Marquardt Air-
craft Co. Boeing common is listed
NYSE, selling around 75. -

For the ICBM, the big new long
range item, Ramo-Woolridge (Los
Angeles) is the prime contractor,
with two separate shapes and
rocket arrangements to be built;

_Three Directors of
American Securities

William Rosenwald, Chairman
of the Board, and Emmett F. Con-
nely, President of American. Se-
curities Corporation, 25 Broad

one by Convair (General Dynamic ... ..
subsidiary) and the other by
Martin. One guidance system .~
(inertial guidance) is being ad- |
vanced by A. S. Spark Plug,
American Bosch Arma with a

technical assist from M.LT. Com-
puters are .to be supplied by
Sperry Rand Corp. and by Bur-
roughs. North American Aviaticn
and Aerojet-General have the
rocket engine assignment; and
General Electric will dish out the
vital electronic elements. Alto-
gether when this big one is built,
it will be the most fantastic mis-
sile ever — perhaps 10) feet long,
weighing 250 tons, and costing $4
or $5 million.

We can’t begin to cite today all
the companies whose research and
production bear upon the devel-
opment of guided missiles. - Most
of the major aircraft companies
are active in this area — Lock-
heed, Curtis = Wright,
Vought with its Regulus, Bell,
Republic, etc. Further, there are
dozens of companies with a sne-
cialized approach such as Clary
Corporation  for computing and
automatic controls, Robinson
A‘viation, Ine, for shock and vibra-
tion proof mounts, ani Merecast
Corp. with a new high precision
castine technique, using frozen
mercury, g

We wish we could tell you
which company’s stock will turn
out the best, market wise, but we
can’t: We've tried, however, to
provide you with a road map, a
rather crude one — some general
guidance into guided missiles.

W. E. Hutton & Co.
Celebrates 70 Years

W. E. Hutton & Co., members
of the New York Stock Exchange
and other leading exchanges, cel-
ebrated 'their 70th anniversary
March 7.

The firm was founded by the
late - William E. Hutton in Cin-
cinnati, Ohio, on March 7, 1886
Two of his grandsons, William E.
Hutton and James M. Hutton, Jr.,
are now the active senior part-
ners of the firm. The company,
from small beginnings, is now
one of the outstanding brokerage
and investment banking firms in
the financial district.

Offices of the company, in ad-
dition to New York aind Cincin-
nati, include: Philadelphia, Balti-
more, Boston, Burlington, Vt.,
Columbus, Ohio, Dayton, Ohio,
Easton, Pa., Hartford, Conn., Lew-
iston, Me., Lexington, Ky., Bidde-
ford, Me. and Portland, Me.

Merrill Lynch Adds

(Special to THE FINANCIAL CHRONICLE)
CINCINNATI, Ohio—George A.
Edwards has been added to the
staff of Merrill Lynch, Pierce,
Fenner & Beane, Dixie Terminal
Building.

Carl B, Hess ri. tneodore Freeland

Chance- -

Wm. N. Bannard, 111

Street, New York City, announced
the election of William N. Ban-
nard III, H. Theodore Freeland,
and Carl B. Hess as directors.
The new directors are Vice-
Presidents of American Securities
Corporation. Mr. Bannard, a di-
rector of Jeddo Highland Coal
Company znd its. subsidiaries, is
head of the public utilities de-
partment and research functions.
Mr. Freeland is in charge of the
trading department and related
activities in the main and branch
offices. Mr. Hess, in charge of the
business and industry department,
is a member of the New York
State Business Advisory Council.

Penington, Golkel
Admit New Pariners

Penington, Colket & Co., 70
Pine Street, New York City
members of the New York Stock
Exchange and other leading ex-
changes, announce the admission
of John H. Kelsay, Thomas L
Parkinson, Jr., John W. Roddie,
Jr., as general partners, and John
C. Harrison as a limited partner.

The Estate of Gerald W. Caner
has withdrawn from the firm.

‘New Title to be
Swiss Credit Bank

Credit Suisse, Zurich, estab-
lished 1856, announces the adop-
tion of Swiss Credit Bank as its
English legal title. The institu-
tion’s American branch is located
at 25 Pine Street, New York City.

39 Broadway

We are pleased to announce that

Mr. James E. Jones

has become associated with us in our
TRADING DEPARTMENT

JoSEPH McMANus & Co.

MEMBERS
New York Stock Exchange — Americcn Stock Exchange
Midwest Stock Exchange

New York 6, N. Y.
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‘the period ended on Wednesday of last- week, but output managed
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Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto_Production
Business Failures

The
State of Trade
and Industry

A slight decline occurred in over-all industrial production in

. to show a moderately higher level than that of the comparable

week in 1955, Fractional decreases were reported in the output

. of steel and electric power.

- Initial claims for unemployment insurance fell 15% in the

week ending Feb. 18, and the level was 8% below that of the simi-

. mining and apparel industries. California, Pennsylvania and Ohio .

lar week last year. Layoffs decreased in the construction, coal

reported the most noticeable reductions in claims, while the level
rose macderately in Michigan, - :
Factory layoffs rose to 17 per 1,000 employees in January,

compared with 14 per 1,000 in December, the United States De-

partment of Labor noted. Usually, the trend in January is in the

~other direction, but heavy layoffs in the auto industry caused the

" reversal, the department explained.

. Steel 1abor will shoot for the moon in this year’s negotiations
with steel producers, but will settle for something less. If last

* year’s strategy is any criterion, the outcome will be in doubt up

to the last mirute, states “The Iron Age,” national metalworking
weekly, the current week.

The chances are even for a peaceful settlement, since Dave
McDonald of the Steel Union is deerying-talk of a possible strike,
Steel managements also are playing down such specuiation.

Some sources claim the steel union’s asking price will be a near

40 cents per hour: package, with other issues as supplementary
unemployment benefits and the full union shop. .

Mr. McDonald’s ideas on a rock-bottom: settlement may not
be known until the 11th hour. He used this strategy with success
last year, forcing a short-lived but costly strike. . :

The steel union leader still has some insurgent groups within
his own organization to contend with and he’ll not be inclined to
take anything less than a substantial settlement. This might be
in the neighborhood of 17c-18¢c per hour. For steel consumers,
the offsetting price increase may be about $8 to $9 per ton.

Steel labor talks will come at a time when steel consumers
are still jockeying for position on mill order books. There has
been no real-letup in steel:demand, which continues to exceed
ability to produce. Consumer inventories are far from comfort-
able and attempts at a buildup have been blocked by universal
demand from virtually all industry. ; i s

The automotive sales picture ' is looking a lot better. ‘Some
automctive purchasing agents now wish they had not acted’ so
hastily about cancellations. One large auto company is busy deny-
ing reports that it is selling off any of its steel inventory, con-
cludes “The Iron Age.”

Manufacturers’ new orders declined more than seasonally in
January, the United States Department of Commerce reported.
Sales slipped a bit, too, while inventories and unfilled orders
climbed higher. . oo

Sales by merchant.wholesalers during January fell a seasonal.

99% from December but topped January a year ago by 12%, accord-
ing to the report.

The Commerce Department further stated that manufacturers
received orders for $27.5 billion of new business in January. This
was a $1.2 billion drop from December’s level but $3.2 billion
higher than a year earlier.

*In .the automotive industry United States car production is
not roaring lion-like into March, as it did last year, but the cur-
rent outlook for the month is definitely optimistic, “Ward’s Auto-
motive Reports” stated on Friday of last week.

Car makers will tend to loosen the production reins held taut
throughout February, said the statistical azency, and they expe t
to build 609,800 cars during March. This would top February’s
estimated 554,100 completions by 10%. January’s tetal ‘was
611,190 units.

If this month’s production goal is met, it would mark the
second greatest March output in history. March, 1955, yielded
792,436 cars, an all-time record for any month, the agency noted.

“Ward’s” also estimated automobile output for the first
quarter of 1956 at 1,775,800 units, considerably below last year’s
healthy harvest of 2,126,895, but, on the other hand, far from

Continued on page 47
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- political

 Observations . . .

=—————== By A. WILFRED MAY

Well, Ike is going to ride again;
Wall ‘Street along with- the Re-
publican politicos is over its
jitters—and “what about the mar-
ket?”

As a  pre-
liminary, let
us examine
the business -
and fiscal pic--
tures (even:
though, as:we
have . often
.stated, ' they ™
are not to be
assumed - as .
implying the &
course . of .
market . ac-
tion). ’

First, it-
should be °
realized that the business- effects
of the Great Decision with "its
boost of the Republicans from
odds-against to ‘odds-on favorites
in the Election race, will be
largely psychological. While there
may be a few border-line cases
where  management has now
been swayed to give the green
light for expansion, indus ry as a
whole .would in any case have
gone ahead, both before and
after Election Day. )

And such blessing on both your
houses is particularly
valid' in the' consumer’s area of
the economy.

The Fair Deal Pilfered

Strongly supporting our conclu-
sion as to the Eisenhower Admin-
istration’s. swiping of the Fair
Deal, is the forced concentration
of the Democratic
early blasts on sniping at Dulles
and vague attacks on Ike’s doings

A. Wilfred May

- in foreign policy.

Surely this Administration has
established, as reconfirmed in the
President’s latest Economic Re-
port, its conformity with the en-
tire. New-Fair Deal philosopny
and policies of pump-priming and
stabilizers of toth thz “built-in”
and stand-by .varieties; “with Big
Spendine; Defense a*d non-D:-
fense; high taxation; social secu-
rity; farmers’ soil banks; and the

~ THE GREAT DECISION

candidates’ '

(1169) &

mattress, riskless interest media,
and real estate.

Practical Value Yardsticks

The currently ruling price-earn-
ings ratios of 10-1 or so mean that
the buyer can get the riskless

. money rental return on his capi-

spite the long bull market. The
current return on Moody’s Aver-
age of 200 leading common stocks,
namely 3.93%, is not too unattrac-
tive. And pervading the near-term
market, whether ‘justified or not,
will" probably . be reassuran.e
(“confidence”) over more Eisen-
hower-behind-the-market.

Pluses ' from the business
area’ run the gamut from the
coming . minimum wage increase
to the curreatly reportéd rises in’
retail sales,

Bearish Factors

On the bearish side, the market
may be. influenced by some flies-
+in-the-ointment even on the po-
litical picwre. Doubts conceiv-
ably may still arise about  the
President’s actual Election vic-
tory. There may be complicatiors
over the :Vice-Presidency, over
the farm “plight,” over the in-
‘ternational situation.

From the business -area, com-
ing wage-price spirals may cause
trouble, as in steel. ‘

And qualms over the market’s
early future may be induced by
its present height on historical
yardsticks, and its reduced yields
on present earnings and dividends.

So, for the short-term, we see
that as usual, the price movement
is wholly unpredictable.

The Long-Term Aspects

For application over the long-
term, on the other hand, effective
criteria of value and market de-
mand-and-supply. are fortunately
available.

In the area of value, important
yardsticks imply that, ‘despite
the long bull market, the -market
in general still gives the investor
a good break, with many issues
being particularly attractive.

On the: basis of earnings and
dividend yields reasonably ex-
pectable over the long-term, equi-
ties (particularly in the non-Blue
Chip - category) offer the buyver
an investment opportunity advan-
tageous both per se, and as com-
pared with alternative uses for his
money, such as cash. under the

other varieties of the Welfare !

State—all adding vp to expansion
and potential inflation and it
seems altogether fair to conclu”e
from a study of Chairman Wil-
liam McChesney Martin’s post-
1952 credo that the Reserve Board
will, under Eisenhower, trigger its

anti-inflation weapo-s at the first

indications of trouble on the eco-
nomic scene,

Likewise tax cuts will prob-
ably ‘be enacted under any Ad-
ministration, without escape for
“the rich.”

The only business element
changeable by the Election is its
“climate”!

The Stock Market

What about. the stock market,
whese level, after the successive
panics and exhilarations, is right
where it was pre-Heart Incident?

Let us examine the factors —
short- - and -long-term—on which
reasoning “in the market place
rests. Over the short term, they
run the full gamut from the bull-
ish to the bearish. From the busi-
ness .area, the -highly -advertised
weak spot of motor production
and housing -show marked -signs

- of revival to rejoin the boom fold. .
: - :Omrthe side of demand for avail- .

able stocks, the emasculation of
former effective wealthy inves-
tors by taxation will continue to
be fully offset by thegrowing in-
stitutional funds press'ng at least

.on the name stocks. Yields from

dividends are still adequate,  de-

* tal, amortize his investment out

over a foreseeable period, and still
retain his equity. He can do this
in corporations with . unprece-
dented financial strength, many-
still available at prices reflecting
discounts from 'their net quick
liquidating value (that is, “worth

.more dead than alive”).

The pricing of the recently-
offered: and now Exchange-ad-:
mitted Ford Motor issue supplies
the clearest demonstration of the
state of the market. This is 50,
because of the great public atten=
tion centered on a new ‘issue,’
particularly on its': price‘ both.
before and after its actual offer-
ing. Our finding, as spelled out in
this space recently (Jan. 26), that!
on the basis: of numerous.value;
criteria, - the price affords the;
long-term investor a good break'

-for the use of his money, substan-
-tiates the conclusion that the

over-all market level similarly is
sound.

That Special Blue Chip Sector
This leaves the Blue Chip sui
generis.
. .This market = phenomenon-of-
the-age with its special psycho=
logical elements exceptionally
warrants inclusion in any near-
term “Eisenhower market.”
Over the very long-term, they
too merit expectations of gradu-
ally. higher levels as a result of
special demand and tax pressures
along with the psychological
factors. R O

So — we conclude that, under
either political house, over the
long-run future equities will ap-
preciate; and, for the short{ run,
“no comment.”

Sec. Sales Corp. Opens

HOUSTON, Texas — Securities
Sales Corp. has been formed with
offices at 911 Lovett Boulevard to
engage in a securities -business.
Officers are Dan Hruska, Presi-
dent; Earl S. Tucker, Vice-Presi=-
dent; Robert E. Cowling, Secre-
tary and Treasurer. Elijah L.
Morris is manager. Mr. Morris
was formerly with J, R. Phillips
Investment Co. and A. G. Edwards
& Sons,
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and the withdrawal of the estate of Gerald W. Caner -
from ihis, firm
Penington, Colket & Co.
| E;rot;lashe;i 1896 |

Mem-bers

Philadelphia—Baltimore Stock Exchange -

~

Parkinson, Jr,

+ American Stock Exchange -
Midwest Stock Exchange

70| Pine Street’
. New York 5, N.Y.

Reading, Pa. ~ Williamsport, Pa.
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Outlook for Commercial Finance
Companies and Factors for 1956

cial financing in 1956. Finds:

SRS S R B

financing companies, including
loans; (3) increasing trerd of

By WILLIAM J. DRAKE*
Executive Vice-President
National Commercial Finance Conference, Inc.

Mr. Drake sees no diminution in increasing volume of commer-

(1) unlike competing sources,

most commercial finance companies have not increased, nor
contemplate increasing in the near future, their rates or
charges; (2) substantial increase in bank loans to commercial

credit linzs of unsecured bank
non-notification factoring; (4)

greater bank participation in financing credit needs of small
and medium firms; (5) new highs achieved not only in
accounts receivable, but also in equipment, inventory, factor-
ing, rediscounting, specialized foreign trade, and merger-
acquisi‘ion financing, and (6) availability of instant cash per-

mitted businessmen to copz more successfully with increased

competilion and higher costs.

QOutlines non-financial services

rendered and describes growth of firms services.

The commercial finance com-
panies of the nation which per-
ferm the function of supplying
short-term credit to small and
medium-sized
businesses, ex-
perienced
their greatest
year of activ-
ity in 1955 —
the volume
being 30%
higher than in
1954, their
previous best
year. They see
no diminution
of volume in
1956.

In 1955, in
one category
of commercial

Jinancing, i. e, the financing of

open accounts receivable, the gross
amount of advances made by
{hem totalled approximately-$4.9
billion — a phenomenal growth

Aavhen compared to the modest

$536 million financed by them in
1941.
The growth in factoring busi-
ness likewise has been impressive,
For the year 1944, 24 of the
Jargest factoring concerns operat-

ing in and around the New York
ametropolitan area accounted for
.an over-all volume resulting from

clients’ sales of approximately
$1.620 ‘ billion. The yearly com-
Dbined volume of these same 24
Tactors continued to expand, with
the result that 10 years later, in
1954, the over-all volume had
just, about doubled to an amount
in excess of $3.150 billion. When
1955 sales figures are compiled, it
is estimated the factoring results
will show a continued forward
trerd with a substantial |increase
over 1954 — a conservative esti-
inate is 20% or $3.980 billion for
1955.

The techniques and know-how
Duilt up, improved and perfected
Dy the 400 commercial finance
companies of the country, which
do business on a national, region-
al and local basis, proved to be
important elements of strength
during the 1955 period of tight
credit and  unparalleled, general
Dusiness activity. In their opera-
{ions these companies adhered to
‘heir long-established policy of
relection of loans on a secured
Diasis and while qualitative bal-
ance sheet ratios and other tests
were of importance they were
rienerally considered secondary in
<he policy of making commercial
7inance company resources avail-
zble to deserving borrowers,

In addition to running up new
Tiighs in accounts receivable fi-
i'ancing, they financed record vol-
“imes of income-producing indus-
‘rial and commercial equipment,
inotion picture and television pro-
Cuctions and handled increased
cemands for inventory loans, fac-

*An address by Mr. Drake at the
[.ational Commercial Finance Conference,

gitized for FRASER
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toring, rediscounting, financing of
import and export transactions
and the financing of mergers and
acquisitions,

With American industry now
producing -a gross annual proZuct
of approximately $400 billion and
considering the almost unprece-
dented number of upward changes
in money rates in a period of less
than a year, both the demand for
funds and the cost of funds to
most borrowers, currently, is the

‘highest in more than 20 years.
Yet, while banks and other fi- .

nancial institutions have stepped
up interest rates in several stages

(there were a dozen increases in

commercial paper rates alone),
commercial finance companies, in
most instances, have not increased
their rates or the charges for their
services and do not contemplate
any in the near future. ‘

Resultantly, the commercial fi-
nance industry finds a greatera-d
greater number of small and mea-
dium-sized bus'nessez—a1 impor-
tant sector of the tot:1 compr’sirg
some 4,250,000 businesses of the
country — beating a path to its
door,

Growth companies, particularly,
are finding the resources and ser-
vices of commercial finance com-
panies the answer to many of
their problems. Typical of many
such companies were three that
were given awards at the 1955 an-

nual convention of - the industry °

for the judicious utilization of
commercial financing, One award
winner, through such use, made
possible a change from a balance

sheet showing a net loss (prior to -

commercial financing) in 1948, to

a net profit of $1,471,278 in/1954; -

a second growth company, and
award winner, which began do-

ing business in 1942 with -a ‘net -

worth of -only-$8,000 and had the

foresight to immediately employ -

commercial financing, sold out in

1952 for $5,000,000; a third, which *

utilized the services of a special-

ized finance company in the Mid-

west, saw its sales increase some
800% in a three-year period; and
converted, a net loss, which it had
prior to using commercial financ-
ing, to a,profit of over one million
dollars in 1955.

The progress of commercial fi-

nance companies during 1955 has -
mpore than justified the confi- -

dence of inves.ors in this industry,
Since the end of World War II, a

typical commereial finance com- "
pany, doing business on a national -
scale, has boosted average out- -

standings as much as 700% and
increased capital over three and

one-half times. Profits have bsen :

high and dividends rather satis-
factory. Observers have been par-
ticularly intrigued by a recent
study cf a typical commercial fi-
nance company. This study showed

that if Mr. John Q. Public had -

invested $1,000 in the company in
1912, his stock in 1955 would be

werth $€49.504 and that he would -

have received $43,524 in czsh div-

idends; this along with thz fact
that the current annual dividend
return on the said $1,000 invest-
ment would be $2,665 is indicative
of the success of these companies
which deal strictly in one com-
modity, money — as a tool to be
used in the production and distri-
bution of commodities  and ser-
vices. :

Bank loans to commercial fi-
nance companies throughout the
year have increased in substantial
fashion. Finance company lines in
leading banks indicate that the
predominant ratio for unsecured
bank loans to finance companies
range from a 1 to 1'to a 5to 1
basis. A pertinent survey of 293
leading banks made in 1954 by
the Robert Morris Associates —
the national association of bank
loan officers and credit ‘men- —
reported that finance companies
(comprising commercial finance
companies, installment finance
companies and consumer finance

companies) had-lines 'of credit of
unsecured bank loans ‘exceeding
$3,600,000,000 or 57.77% _of the

capital, surplus and undivided
profits cf the said 293 banks. It is
surmised-that the same percent-
age holds true for hundreds of
otiler . commercial banks of the
country.

Functional Market Widening

With commercial financing find-
ing -greater and greater accept-
anceé in the business world, :the
functional market for its services
has widened materially in the last
year. The financing of mergers
and acquisitions, - television ‘and
moticn picture programs, budget
accounts, specialized import and
export transactions, and the re-
discounting of the growing vol-
ume of paper of numerous install-
ment credit and consumer loan
companies, in addition to accounts
receivable and inventory financ-
ing — the backbone of the indus-
try, — has strained the existing
facilities of the industry and has
led 1o expansion programs, in
some instances the doubling of
staffs -and - office space, and in
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others the opening of new branch
offices. In addition, the year-end
saw an influx of several new
companies in the field with more
expected in 1956.

Financing of Mergers and
Acquisitions

Students of the record-breaking
number of mergers and acquisi-
tions in 1955 witnessed the imple-
menting techniques of commercial
finance companies which made
many of the smaller and medium-
sized mergers of the year possible.
In practically all of these consoli-
dations weak companies were
strengthened and discontinuances
were prevented. Typical of such

business mergers were instances
where the owners of successful

‘family - owned corporations ap-

proaching retirement age wished
to sell their businesses in order
not only to be relieved ‘of operat-
ing responsibilities: but to avoid
the vexatious estate tax problems

Continued on page 43

Dated March 1;1956 -

This announcement is not an offer to sell or a solicitation of an offer fo buy these securities.
! The offering is made only by the Prospectus,

- $4,000,000

Mississippi Power Company
First Mbrtgage Bonds; 3%4% Series due 1986

Price 102%% and accrued interest

Copies of the Prospectus may be obtained from the undersizned. .

HALSEY, STUART & CO. INC.

March 2, 1956.

Due March 1, 1986

$3,900,000

(Final installment of an issue not exceeding $11,700,000)

Chicago and North Western
Railway Company
Second Equipment Trust of 1955

1956
1957
1958

3.25
3.40

DICK & MERLE-SMITH
BAXTER, WILLIAMS & CO.

GREGORY & SONS

WM. E. POLLOCK & CO., INC.

March 5, 1956

3.00%

334% Equipment Trust Certificates

(Philadelphia Plan)

To mature $260,000 annually November 1, 1956 to 1970, ingln;sive

To be gnaranteed uncanditionally as to payment of par value and dividends by endorsement by
Chicago and North Western Railway Company

MATURITIES ‘AND YIELDS

1959  3.50%
1960 3.60

HALSEY, STUART & CO. INnc.
R..W. PRESSPRICH & CO.

IRA HAUPT & CO.

1961
1962-65
1966-70

Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission.
’) ¥

L. F. ROTHSCHILD & CO.

FREEMAN & COMPANY
THE ILLINOIS COMPANY

McMASTER HUTCHINSON & CO.

3.65%
3.70
3.75

INCORPORATED
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Farmers’ Welfar
'Dishibutors

e Vital to -
and Processors -

By EZRA TAFT BENSON*

Secretary of Agriculture

Agriculture Secretary warns food precessors and distributors
that the weak agricultural link in the food chain is vital to the- -
indastry. In poinling out that transportation and other market-

ing costs rose two-thirds since

1947, and markeling. margins

increased ‘with declining farmers’ earnings and farm' prices,

Mr. Benson urged ccnsideration

be given to the farmers’‘situa- .

tion. - Reviewing recent Congressizn2l changes ta the Adminis- -
tration’s proposals, the Secretary call:d for: (1) sharply
increased research-educational funds; -(2) Scil Bank, and (3)

rejection of war-lime incenlize

This is a signal honor, a chal-
lenging experience, and a’sober-
ing responsibility.

I welcome this opportunity to
meet with you
and . discuss
our mutual
problems. You
are a major
factor in
America’s vast
and far-flung
food' indus-
tries—a com-
plex business
that begins
with farmers
and  ranchers
in the - field
and feed lot -
and carries
through many
steps to food on the table. The
story behind a pork chop or a
steak—behind any American meal
—is one of almost unbelievably
diverse and interrelated activities.

Picture if you will the oil wells,
the steel mills, the chemical and
machinery factories, the crop pro-
duction, the range lands, the feed
lots — your raw material - then
comes to you. Then the process-
ing, storing, packaging, more
transporting—and a supermarket'
or restaurant at the end of‘the
line. It is your business, my busi-
ness. It is a chain of many links—
at the end of which is a food sup-
ply abundant in quantity, superb
in quality, and - remarkably inex-
pensive.

Like any chain, an economic
chain. . is no stronger than _its
weakest link. The food-industries
chain has ‘been participating in
the greatest prosperity the nation
has ever known-—all but one link.

Agriculture is not fully partici-
pating. Cattle and hog producers,
among others, have suffered a
substantial drop in gross receipts,
Net income for many producers
has turned to net loss — while
processing and marketing margins
have - increased. Farmers have
been caught in the web of a cost-
price squeeze, not of their mak-
ing. It hurts. They look upon
their plight as unfair—and with
reason.

Farmers and ranchers who sup-
ply your raw material have a
double dilemma. Their prices
have declined under the influence
of excessive volume. Yet the great
majority of them—at least those
with full-time operations—can--
not improve their circumstances
by reducing their individual vol-
ume of output.

. On the other side of the coin,-
their costs have risen—and there
is a fundamental difference be-’
tween agriculture and other busi-
nesses. They cannot pass. on their-
increased -costs.

"Farmers and ranchers cannot
pay whatever price may be quoted
for equipment and - supplies—or
whatever wage rate, at whatever’
level, by whomever dictated, and
pass on or pass back the cost to
someone else.

This is the cost side of the
squeeze now on them. It leaves
farmers feeling frustrated, and
then furious.- Why should they be
thus discriminated against, they

Ezra Taft Benson

*An address by Mr. Benson before the
Western S*ates Meoat Packers Associa-
tion, San Francisco.

pazity and “‘two-prize” plans.

ask—when other businesses, the
producer - of - automobiles, * the
manufacturer of equipment, .yes
even the processors of food, are
successful in avoiding the pinch
of cost increases?- :

Last August the packing indus-
try granted wage increases equal

“1{o roughly ‘a $59 million annual

boost.. Did packers absorb it?. The
$50 million was more than the
total net earnings of the meat

§ . packing industry in the previous

year. Yet packers have not oper-
ated with lower earnings since the
increase. was. granted. No, pack-

- ers didn't absorb it.

Nor. could the full increase be
passed on to consumers. Supply
and demand conditions for meat—
competition in the market—did
not permit. .

Who did pay the increase?

Probably no one group paid it all..

Packers may - have " absorbed’ a
little, though in many cases their
profits increased. Consumers of
meat may have paid a little more.
The, evidence is that most of that
wage increase was paid by ranch-

ers and farmers—who paid' it by

taking lower prices for meat ani-
mals. And. this' at a time when
other influences also. were -driv=-
ing down their prices: ,

Is-it surprisingthat the farmers
have become - allergic - to round
after round- of soft wage settle-
ments? I do not mean ¢n'y in:the
packing - industry. :The result is
the same when . excessive wage
boosts are granted in transporta-
tion, in equipment manufacture,
and anvwhere across the whole
field of the food industries.

I do not want to be unfair—

but I am concerned about proc-

essing and distribution costs that
continue to rise while  farmers’
prices are going down.

Wages and Productivity

Wage increases that reflect a
corresponding gain in labor pro-
ductivity are clearly justified—
are indeed highly desirable. -But
when " wages outrun labor pro-
ductivity, the result is increased
costs. - Somebody has to pay the
bill, Frequently it is the con-
sumer. On equipment and pro-
duction supplies for which he is
the consumer, the farmer pays
the cost. Moreover, competition
and -other conditions in' the food
industries are such that cost
increases-are not easily passed on.
So the farmer pays much of these
also, .

Between 1947-49 and. 1955, wage
rates in food processing ‘and dis-
tribution increased 43%. Less
than half of this increase was off-
set by gains in labor productivity.
More than half bzscame an in-
crease in the labor cost per unit
of food handled. In these years
the retail price of food rose 11%
but the wage cost per unit of
food - processed and distributed
rose Zo%. Clearly farmers ab-
sorbed some of the difference—
and their prices were correspond-
ingly depressed.

Again, is it not to be expected
that farmers would become con-
cerned over food marketing costs
that continue to go upjand u»?

—Concerned over their shrink-

ing proportion of the retail food
dollar?

—~Concerned over wage rates
in food marketing that have
doubled.in- the last 10 years?

. —Concérned over transporta-
tion and other marketing costs

_ that have risen about two-thirds?

The farmer .is the end of the
line. He can't pass costs back, and

- he can’t pass‘them on. .

The marketing margin for pork
in 1955 was 5% wider than the
previous record margin in 1954,
and 13% wider than the 1950-54

average. Both the retail price and .

the farm price were lower in 1955
than in 1954. But the retail price
declined less than the farm price,

so the marketing margin increased
—particularly in the latter part of
the year. In the fourth quarter

) 7

of 1955, the farm price of pork
was 30% lower.than a year earl- .
ier, The marketing margin on tk2
other hand was 13% higher.

About the same thing has beea
happéning in beef. In the lact
quarter of 1955, the retail pricz
of choice grade beef declined 595
from the year before, but the farm

Continued on.page 43
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.Dated March 1, 1956 -

A.C. ALLYN AN

INCORPORA

BACHE & CO.

March 8, 1956.

LADENBURG, THALMANN & CO.
BAXTER, WILLIAMS & CO.
NEW YORK HANSEATIC CORPORATION - G. H. WALKER & CO.
COOLEY & COMPANY STERN BROTHERS & CO.
FIRST OF MICHIGAN CORPORATION

GREEN, ELLvIS & ANDERSON

WM. E. POLLOCK & CO., INC,
BACON, WHIPPLE & CO.
FREEMAN & COMPANY

This announcement is not an-offer to sell or a-solicitation of an offer to buy these securities,
The offering is made only by the Prospectus,

- $30,000,000

‘Houston Lighting & Power Company
First Mortgage Bonds, 3%4% Series due 1986

Price 101.1 53% and accrued interest

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

HALSEY, STUART & CO. Inc.
D COMPANY" -

TED

DICK & MERLE-SMITH
. SCHOELLKOPF, HUTTCN & POMEROY, INC.
SHEARSON, HAMMILL & CO.

Due March 1, 1986

IRA HAUPT & CO.

Dated March 1, 1956

INCORPORATED

INCORPORATED

GREGORY & SONS

INCORPORATED

INCORPORATED

March 7, 1956.

A.C. ALLYN AND COMPANY

R. S. DICKSON & COMPANY

BAXTER, WILLIAMS & CO.

THE ILLINOIS COMPANY
SHEARSON, HAMMILL & CO.

This announcement is not-an-offer to sell or a solicitation of an offer to buy these securities,
The offering is made only by the Prospectus.

- $35,000,000

The Bell Telephone Company
of Pennsylvania
Forty Year 3%4% Debentures

Price 101.125% and accrued interest

Thé Prospectus may be obtained in any State in which this announcement is circulated from only such
of the undersigned and other dealers as may lasufully offer these securities in such State,

HALSEY, STUART & CO. Inc.

COFFIN & BURR L. F.ROTHSCHILD & CO. SHIELDS & COMPANY WEEDEN & CO.

H. HENTZ & CO.

BACHE & CO.

BEAR, STEARNS & CO.

NEW YOﬁK HANSEATIC CORPORATION

COURTS & CO.
WM. E. POLLCCK & CO., INC.

SWISS AMERICAN CCRPORATION

Due March 1, 1996

BLAIR & CO.

INCORPORATED

INCORPORATED

BALL, BURGE & KRAUS

IRA HAUPT & CO.

oitized for FRASER
p:/[fraser.stlouisfed.org/
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Dealer-Broker Investment
Recommendations & Literature

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

Aircraft Industry—Bulletin—Dean Witter & Co., 45 Montgom-
ery Street, San Francisco 6, Calif.

Atomie 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 Stock Values—Analysis per dollar of market price—
Hayden, Stone & Co., 25 Broad Street, New York 4, N. Y.
Also available in a memorandum on American Broadcasting
Paramount Theatres, Inc.

Banks—Comparative analysis of the 100 largest banks—Paine,
Webber, Jackson & .Curtis, 25 Broad Street, New York 4,
New York. :

Beatrice Foods Co.—Analysis—Glore, Forgan & Co., 40 Wall

Street, New York 5, N. Y.

Book:Manuscripts—Booklet CN on describing publication, pro-
motion and ‘distribution of books available on request—
Vantage Press, Inc., 120 West 31st Street, New York 1, N. Y.

Canada—Bulletin—Gardiner; Annett Limited, 330 Bay Street,
Toronto 1, Ont., Canada; ‘ ;

Electric Utilities—Analysis with particular reference to Cen-
tral Illinois Public Service Co., Central & South West Corp.,
General Public Utilities Corp., and Puget Sound Power &
Light Co.—E. F. Hutton & Company, 61 Broadway, New
York 6, N. Y.

Electronics- Companies—Comparative analysis of 13 companies
—Leason & Co., ‘Incorporated, 39 South La Salle Street,
Chicago 3, 11,

Income and Capital Gain—List of companies—Sutro Bros. &
Co., 120 Broadway, New York 5, N. Y. Also in the same re-
view is a list of companies with enhanced earnings prospects
and of equities favored by institutional investors,

Income Rail Bonds—Comparisons—Vilas & Hickey, 49 Wall
Street, New York 5, N. Y. 7
Investing in the Drug Industry—New Booklet—Harris, Upham,

& Co., 120 Broadway, New York 5, N. Y.

Japanese Stocks—Current information—Yamaichi Securities
Co., Ltd,, 111 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.

0il Stocks—Featured in March investment letter—J. R. Wil-
liston & Co., 115 Broadway, New York 6, N. Y.

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

American Investment Company of Illinois—1955 annual re-
port—American Investment Company of Illinois, 8251 Mary-
land Avenue, St. Louis 24, Mo.

American Tractor Corporation — Bulletin — De Witt Conklin
Organization, 100 Broadway, New York 5, N. Y. Also avail-
able are bulletins on Micromatic Hone Corporation, Clary
Corporation, American Distilling Company, and Atlas P.y-
wood Corp.

Beneficial Corporation—Analysis—H, Hentz & Co., 60 Beaver

Street, New York 4, N. Y. Also available is a memorandum
on Hupp Corp.

Boeing Airplane Company — Data -— Oppenheimer,” Vanden -

Broeck & Co., 120 Broadway, New York 5, N. Y. Also in the
same bulletin are data on Ingersoll Rand Comvany, Penn-
road Corporation, Phelps Dodge Corporation, Phillips Petro-
leum Company, and Radio Corporation of America,
Brown Company—Analysis—Parrish. & Co., 40 Wall Street,
Ch tiana Seouritier €
1 istiana’ Securities Co.—New Study—Laird, Bi
120 Broadway, New York 5, N.tg'.y Laqu, ‘Bl?5€ll % Meeds,
Coramercial Credit Company — 44th  annual report — Com-~
1 ercial Credit Company,. Baltimore 2, Md. - -

Dynamies Corp. of America—Analysis—Cohu & Co.,, 1 Wall

Street, New York 5, N. Y.

Ele~tric Storage Battery—Data—Bruns, Nordeman & Co., 52
Wall Street, New York 5, N. Y. Also in the same bulletin is

¢ 1:a on Canada Dry Ginger Ale.and .Certain-Teed. Products.
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Emery Air Freight Corporation—Review—$2 per copy—John
H. Lewis & Co., 63 Wall Street, New York 5, N. Y.

Fischer & Porter Company—Progress repori—Boenning & Co.,
1529 Walnut Street, Philadelphia 2, Pa.

Harris Seybold Company—Bulletin—Bache & Co., 36 Wall
Street, New York 5, N. Y. Also available is data on Mack
Trucks, Sears, Roebuck & Co., New York Central and Gil-
lette Company.

Hawker Siddeley Group Ltd.—Memorandum—Hirsch & Co.,
25 Broad Street, New York 4, N. Y.

Hayes Industries, Incorporated — Analysis — Smith, Hague,
Noble & Co., Penobscot Building, Detroit 26, Mich.

La Luz Mines Limited—Analysis—L. S. Jackson & Company,
Ltd., 132 St. James Street, West, Montreal, Que., Canada.
P. Lorillard Company—Illustrated annual report for 1955—
P. Lorillard Company, 119 West 40th Street, New York 18,

New York.

Mead Corporation—Analysis—Seligman, Lubetkin & -Co., 30
Pine Street, New York 5, N. Y.

Missouri Pacific Railroad —Memorandum—Salomon Bros. &
Hutzler, 60 Wall Street, New York 5, N, Y.

Modine Manufacturing Company—Report—Loewi ‘& . Co., Inc.;
225 East Mason Street, Milwaukee 2, Wis. 'Also available is
a report on Pacific Far East Line, Inc, :

National Distillers Products Corporation — Report — Thomson

" - & McKinnon, 11 Wall Street, New York 5, N. Y.

Northeastern Turnpike—Progress report—De Leuw, Cather &
Company, Farm Bureau Building, Oklahoma City 5, Okla;

Old Hickory Copper — Report — General Investing Corp., 80
-Wall Street, New York 5, N, Y.

"‘Olin Mathieson Chemical Corp.—Analysis in current issue
of “Gleanings”—Francis I. du Pont & Co., 1 Wall Street,
New York 5, N. Y. Also in the same issue is a list of 42 se-
lected common stocks in the 20’s, :

Pacific Power & Light Co.—Analysis—Unlisted Trading Dept.,
-Ira Haupt & Co., 111 Broadway, New York 6, N. Y.

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

Precision Radiation Instrument—Circular—Greene and Com-
pany, 37 Wall Street, New York 5, N. Y.

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

Sanyo Pulp— Analysis in current issue of “Weekly Stock
Bulletin”—The Nikko Securitie§ Co., Ltd., 5, 1-chome, Ka-
buto-cho, Nihonbashi, Chuo-ku, Tokyo, Japan. Also in the
same issue is an analysis of Nippon Pulp.

Skelly 0Oil Company — Annual report — Secretary, Skelly Oil
Company, Skelly Building, Tulsa 2, Okla.

Southern Company — Brief survey — Abraham & Co.
120' Broadway, New York 5, N. Y. ‘Also in the same bulletin
is a brief survey of Beatrice Foods.

Seuthern Railway—Analysis in current issue of “Market Ob-
servations”—Harris, Upham & Co., 120 Broadway, New York
City. In the same issue are analyses of Bendix Aviation
Corp., Owens Illinois Glass, and Babcock & Wilcox. Also
available is a review of the market.

Tide Water Associated Oil Company—Analysis—Laird, Bissell
& Meeds, 120 Broadway, New York 5, N. Y,

SECURITY TRADERS ASSOCIATION OF NEW YORK

Security Traders Association of New York, Inc. (STANY)

Bowling League standing as of March 1, 1956 is as follows:

Team: Points:

Growney (Capt.), Define, Alexander, Montanye, Weseman_ 23
Krisam -(Capt.), Farrell, Clemence, Gronick, Flanagan___- 22
Leinhardt (Capt.), Bies, Pollock, Kuehner, Fredericks 21

Leone (Capt.), Gavin, Fitzpatrick, Valentine, Greenberg____ 201
18 .

Serlen (Capt.), Gold, Krumholz, Wechsler, Gersten

Donadio (Capt.), Brown, Rappa, Shaw, Demaye.__: 18
Kaiser (Capt.), Kullman, Werkmeister, O’Connor, Strauss. 17
Barker (Capt.), Bernberg, H. Murphy, Whiting, McGovan. - 17

Meyer (Capt.), Corby, A. Frankel, Swenson, Dawson Smith 16%

Bradley (Capt.), C.- Murphy, Voccolli, Rogers, Hunter
Topol- (Capt.), Eiger, Nieman, Weissman, Forbes
Manson (Capt.), Jacobs, Barrett, Siegel, Yunker

200 Point Club _ 5 Point Club
Dawson Smith ____ 216 Emil Leinhardt
Jack: Barker T

--cy

For Banks, ‘Brokera & Dealers:

We make dependable markets in 385

. * Public Utility ® Natural Gas & Industrial Stocks

Also NEW ISSUES as they appear
TROSTER, SINGER & Co.

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

- Remmry Securities

DEPENDABLE MARKETS

@o., iA,

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

Material and Consultation
on

Japanese Stocks and Bonds ~

without obligation

61 Broadway, New York 6, N. Y.
Tel.: BOwling Green 9-0186
Head Office Tokyo

DEMPSEY-TEGELER & GO0.

igitized for FRASER
:/[fraser.stlouisfed.org/

COMING
EVENTS

In Investment Field

March 9, 1956 (New York City)
New York Security Dealers
Association 30th annual dinner
in the Grand Ballroom of the
Biltmore Hotel.

March 12-14, 1956 (Houston, Tex.)
Association of Stock Exchange
Firms meeting of Board of Gov=
ernors.

March 14-15, 1956 (Chicago, IIL
Central States Group Invest-
ment- Bankers ‘Association  20th
annual conference at the Drake
Hotel. .

April 26-28,:1956 (Corpus Christl, .
‘Texas) :

Texas Group .of Investment:

‘. “Bankers .Association annual’

.. meeting at the Hotel Driscoll.

April 27, 1956 (New York City)
Security Traders Association of
New York 20th Annual Dinner
at the Waldorf Astoria,

-June 1, 1956 (New York City)

Municipal Bond Club of New
York outing at the Westchester
Country Club. .

June 8§, 1956 (New York City)
Bond Club of New York sum-
mer outing at Sleepy Hollow
Country Club, Scarborough,N.Y.

June 29, 1956 (Toledo, Ohio)
Bond Club of Toledo summer
outing at Inverness Club.

Oct. 3-5, 1956 (Detroit, Mich.)
Association of Stock Exchange
Firms meeting of Board of Gov=
ernors.

Oct. 24-27, 1956 (Palm Springs,
Calif.)
National Security Traders Asso=
ciation Annual Convention.

Nov. 14, 1956 (New York City)
Association of Stock Exchange
Firms meeting of Board of Gov=-
ernors.

Nov. 3-6, 1957 (Hot Springs, Va.)
National Security Traders Asso=
ciation Annual Convention."

Savard & Hart Open
Uptown N. Y. Branch

Savard & Hart, stockbrokers
and members of the Montreal,
Canadian, and Toronto Stock Ex-
changes announce the opening of
a midtown branch office at 65
West 44th Street. New York City.

J. Ernest Savard, senior partner
of Savard & Hart states that the
decision to :establish a midtown
branch in New York City evolved

- from the need for better service

to American investors interested
in trading and acquiring Canadian
securities; and also for the con-
venience of Canadian visitors to
the metropolitan area.

The new office of Savard &'

* Hart, located at the geographical.

center of New. York on West 44th ..
Street off 5th Avenue is equipped
with Canadian Translux-and
Tickers; research material; and.
direct private wires to-all Cana-
dian and American securities mar-:
kets.

Paul Sarnoff, MBA has been
appointed manager. .

The midtown office is the 16th
in the international network of
Savard & Hart branch offices.
The firm maintains 10 branch of-
fices in Canada; three in the
United States, two in New York
and one in Miami Beach; two in
Switzerland through Savard &
Hart, SA., an affiliated company
and a branch in London, England,
through Savard & Hart, Ltd., also
an affiliated company.




Volume 183 Number 5514 . .. The Commercial and Financial Chronicle

~ Budgetary and Tax Outlook
i By PERCIVAL F. BRUNDAGE*
Deputy Director of the Bureau of the Budget

Budget official finds budgetary outlock favorable providing:
(1) “existing corporate and excise tax rates are continued;
(2) corporate profits do not decline; (3) personal income rises
by 3% and individual income taxes increase by 4Y%%; and
(4) cooperation will be forthcoming in preventing expenditure

increases and receipts reduction. Mr. Brundage ascribes to
government a larger role in economic affairs to help free enter-

_ prise grow and to modulate the business cycle. Debt reduction
" out of surplus is advised so long as the economy is booming.

My subject is a timely one. It'is
- the season of the year when we
“"are all thinking of budgets and
tax payments. The President in

his ' Budget

‘Message to

Congress- in

January pre-

sented a- bal-

anced ‘budget,

both - for -the

fiscal year

1956 and fiscal

1957, Of this

we are rightly

i proud and we

are going to

work hard to

keep it bal-
- anced.

The encour-
aging = budget
outleck arises from a favorable
combination of factors involving
both" receipts and expenditures—
substantial reductions in govern-
ment expenditures during: the past
three years, plus a significant in-
crease in revenues as the result of
our unprecedented -prosperity. -

In both budgets the estimated
receipts are based on a continua-
tion of all taxes now.in effect. The
expenditures are based on a con-
tinued strengthening of -our mili-
tary position and some expansion
in desirable domestic programs,
with reductions wherever possible,
without prejudicing their success.

Percival F. Brundage

President’s Goal

The President’s main objective
has been, and stil] is," the attain-
ment of a just and durable peace
so.that the resources of the world
can be directed to building a bet-
ter life for all people. We are
confident that those living in the
Soviet Union and the other coun-
tries under its domination are just
as anxious as we are to achieve
this objective.” But until we see
some tangible evidence of a wil-
lingness to disarm that can' be
verified by adequate inspection,
we must continue to strengthen
the defenses of the United States
and its allies.

The free world must remain
strong enough to deter possible
aggressors. While we are stead-
fastly seeking all possible ways of
making further progress towards
peace, we are of necessity pressing
the development of new weapons
and adapting new technologies to
our defense needs.

‘Administrative and Cash Budgets

In the Budget Message of Janu-
ary a year ago, the administration
indicated that a deficit of approxi=
mately $2.4 billion was expected
in our administrative budget and
a surplus of half a billion in the
cash budget. The administrative
budget is that commonly referred
to as the United States Budget
which excludes receipts and ex-
penditures of the trust funds. The
cash budget consolidates social
security and other trust funds and
therefore reflects the flow of
money between the public and the
Federal Government. We now es-
timate a slight surplus for the 1956
and 1957 administrative budgets
and consolidated cash surpluses of
$2.4 billion in both years.

I am going to deal first with our
estimates of receipts and the as-

*An address by Mr, Brundage before

the New York State Cbamber of Com-
merce, New York City, March 1, 1956.

gitized for FRASER
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sumptions underlying. them and
then "discuss the principal pro-
grams on which our expenditure
estimates are based. Our budgeted
receipts are estimated as follows:

1956 1957
oy .—Billions—
Individual income . )
taxes $33.6  $35.1
Corporation income - .
taxes 20.3
9.9
1.0

Excise taxes 3
Others (less -refunds)- .7 -
The Treasury is estimating an
increase in personal incomes ‘of
3% between the calendar ' years
1955 and 1956 and in individual
income taxes of about 41%% be-
tween fiscal 1956 and 1957. Total
corporate profits are expected to
remain at approximately the same
over-all level in calendar 1956 as
in 1955, although an increase in
volume of business is to.be ex-
pected and increases in profits. in
many industries.. Keen competi-
tion in other industries is expected
to reduce over-all business prof-
its somewhat in their relation to
sales. Excise and miscellaneous

receipts less refunds are expected -

to rise 3%. The Federal Govern-
ment is in effect acting as a' col-
lection agency with respect to part
of the tax receipts which  are
turned over to the States for vari-
ous purposes which are set forth
in the Budget Document.

National Debt Size

Our present national debt, as
you know, is limited to $275 bil-
lion, except for the seasonal in-
crease of $6 billion allowed by the
Congress with the proviso that
we must be back within the $275
billion debt limit by the end of the
fiscal year, June 30. At the be-
ginning of the current fiscal year,
June 30, 1955, our debt amounted
to $274.4 billion, which included
$500 million of old issues got sub-
ject to the debt limitation. We es-
timate that the total debt should
be about $100 million less on June
30, 1956. This is, of course, a very
slim margin, insufficient to allow
any reduction in taxes.if we are
to keep ‘within the statutory debt
limit.

The President, I know, feels as
strongly as any of us that our level
of taxation is too high to be con-
tinued indefinitely without detri-
mental effects on the growth of
our economy. But this is not the
time to make a tax cut. A sound
management of our government’s
finances would prevent us from
spending more than we earn in a
period of such unparalleled pros-
perity. The tax cut in 1954 was
made possible by our large reduc-
tions in spending and was par-
ticularly appropriate during the
transition to a peacetime economy.
This tax cut benefited every tax-
payer in the country and helped
to build up our economy, to make
jobs in industry, and to improve
the standard of living for the
overwhelming majority of Ameri-
cans.

Today our national economy is
booming. We believe that what-
ever surplus we have should be
used for retirement of the debt.

Tax Cuts
The corporate tax rate is sched-
duled to decline 5 percentage
points from 52% to 47% of tax-
able income as of April 1, which

would involve' an annual loss to
the Treasury of something over
$2 billion. The revenue from ex-
cise taxes is also scheduled to be
cut approximately $1 billion on an
annual basis. It will be necessary
to again postpone these reductions
for another year to achieve a bal-
anced budget.

You will recall that the Demo-
cratic majority of the House passed
a tax bill ‘incorporating ‘reduc-

- tions in individual taxes last year
- allowing a $20 tax reduction for

each ' exemption. But . Congress
eventually accepted the - Presi-
dent’s tax program. . v
From an economic as well as'a
financial point of view, it is de-
sirable to have as wide a tax base
as possible. We now have approxi-
mately 59 million income taxpay-
ers.. This means ‘that practically
two-thirds of all of our families

have a personal experience which.

brings home the stake they have
in operating the Federal Govern-
ment. This has a more significant
impact than sales taxes, admission
taxes, and  other - excise - taxes
added to the cost of merchandise
and services. .
Our revenue this year and next
is at a high level and the amount
of the surplus available for. debt
reduction and later on for tax cuts,
if and when feasible, will depend
primarily on the level of our ex-
penditures. You taxpayers there-
fore can do more to reduce your
personal ‘and business taxes by
helping to reduce the cost of gov-
ernment than in any other way.
One’s  individual - tax savings
merely - minimize the burden on

one taxpayer but do not reduce’

the total need for revenue. Each

of you should consider what kind
of government you want, and
what are the programs you are
willing to pay for. Are you willing
to do without some of the services
which you have received and
come to expect from government
in order to cut the cost of govern-
ment?

It is, of course, one of our pri-
mary objectives to operate as ef-
ficiently and economically as pos-
sible. This administration has been
working at reducing unnecessary
expenses' continually since Presi-
dent Eisenhower took office in
1953, We are thoroughly commit-
ted to every possible economy and
reducing to a minimum those gov-
ernment activities  particularly
which compete directly with pri-
vate enterprise. But this' means
closing offices, cutting staffs, and
liquidation -of - government-run
commercial businesses. Whenever,
we take such steps,. we seem to
be immediately = deluged with
complaints and receive very little
general support. It has been sur-
prising to me how widespread has
become the philosophy to rely on
Uncle Sam to do it. :

. Employees who have been
working for the government seem
to object to the termination of a
commercial-type operation, even
if it would turn production over to
private : industry . which is cur-
rently seeking employees in the

same labor market. We have been

telling - the ‘world for years about
the advantages of our.free com-
petitive enterprise system. We

should certainly have the'courage
to practice our beliefs, and. you
taxpayers can help.

(1173)- 9

Role of Government gt &

The- President said in his Eco-
nomic Report, the demands of
modern life with the continuing
threat of communistic Russia re~
quire a much higher level of taxes

-and a larger role of government

in economic affairs than suited
earlier generations. This imposes a
certain responsibility on the gov-
ernment to help keep the private

‘economy strong and growing. We

must do what we can both to aid
free enterprise to develop and to
stimulate bolder economic actions
which will' improve the economic
security of all of our citizens.

It is most significant that our,
recent rapid business expansion
has been carried through by pri-
vate citizens and is not due to in-
creasing expenditures by govern-=

-ment. Between the second quarter

of 1953 and ‘the final quarter of
1955 the -annual rate of Federal
spending on goods and services
declined by .$15. billion, :while
spending by the rest of the eco-
nomic community increased by
$43 billion. Thus, -within the: last
215 years a substantial transfor-
mation of our economy has oc-
curred. Americans have taken the
initiative, made -jobs for each
other instead of depending on the
Federal Government to do‘it for
them. ! ;

But we must recognize that the
very qualities of Americans which
account in large part for the ex-
pansive capacity of our economy,
also tend to make its growth some-
what irregular in tempo.” The
rates at which goods are produced
and are consumed are rarely ex-

Continued on page 45

Rights,
at $30 a share

to dealers,

%

March 7, 1956.

est known price at which i
rently in the over-the-counter mar )
amount equal to any concessio

BLYTH & CO., INC.

This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these
Securities. The offer-is made only by the Prospectus.

" Riegel Paper Corporation

$6,000,000 3%:% Sinking Fund Debentures

Dated February 1, 1956

Interest payable August 1 and February 1in New York City

Price 100% and Accrued Interest

194,155 Shdres Common Stock

($10 Par Value)

evidenced by subscription warrants, to subscribe for these shares
have been: issued by the Company to its Common Stock-
- holders, which rights will expire at 3:30 P.M.,
March 20, 1956, as more fully set forth in the Prospectus.

The several underwriters may offer shares of Common Stock at prices not
less than the Subscription Price set forth above (less, in the case of sales
the concession allowed to dealers) and not more than the high-
he Common Stock is being offered concur-
ket by other security dealers, plus an
n allowed to dealers.

——

Copies of the Prospectus may be obtained from only such of the undersigned as
may legally offer these Securities in compliance with the -
securities laws of the respective States.

MORGAN STANLEY & CO.

Eastern Standard Time, on

GOLDMAN, SACHS & CO.
MERRILL LYNCH, PIERCE, FENNER & BEANE - SMITH, BARNEY & CO.
STONE & WEBSTER SECURITIES CORPORATION  INGALLS & SNYDER
HORNBLOWER & WEEKS
PAINE, WEBBER, JACKSON & CURTIS

_W. E. HUTTON & CO.

Due February 1, 1981

a
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Tnvesiment Allocation Technique
For Commercial Bank Deposits

By ROBERT W. STORER*
Vice-President, Manufacturers National Bank of Detroit

Detroit banker . offers -an- asset allocation analytic investment
technique for commercial barks wherein liabilities are divided

according to their characteristics and offset by their appropriate
assets. Mr. Storer: (1) foresees mortgage formation out-
running savings deposits growth and displacing Treasury obli-
galions or other bonds; (2) belizves consumer loans should

(3) predicts return of spread between long and short govern-

ments, Notes that the time to lengthen government maturities
for future appreciation occurs when level yields of a depressed

market exist but that is when boards of directors are least
prone to permit prospective yield improvement switch.

" T’m sure that you don’t expect
1ae to explain any magic formula
2ar investing your savings depos-
*e—a formula which would ac-
curately take
into account

* 1he wide and

numerous dif-
serences
omong insti-
{1:tions. What
I will do, in-
ctead, is to
iresent one
cut of many
jiossible an-
olytical
proaches

“he - problem,
&n - approach
7hich is prob-
+bly already
7amiliar to many of you by one
i:ame or another. Such an ap-
proach can be applied by each of
=ou to the problem of your own
i'nique and individual bank in the
7’rht of the many controlling con-
(itions with which  you are
Zymiliar,

& | o 1
Rol W. Storer

Commercial Bank Purposes
An assumption which underlies
71y ‘entire approach fo this bank

“An address by Mr.
.iegional Savings and
1 ace of the American
L'za, Kansas City, Mo.

Storer befove the
Mortgage Confer-
Bankers Associa-

L8

L
|
{
!
i
|
‘ : * be matched against demand—and not savings—deposits; and -
|
j
i
!
[}
I

investment problem is that a
commercial bank is in business
for three purposes: first, to accept
and pay out deposits; second, to
make sound and needed loans in
its banking community; and third,
subordinate -only to the first two,
to earn as much profit as it pos-
sibly ‘can for the stockholders who
own the business, consistent with
the two prior objectives. If this
last and often under-emphasized
objective didn’t exist, bank in-
vesting would be much less of a
problem. A policy of unthinking
over-conservatism through heavy
investment in short securities
would, in most cases, suffice to

show some earning power. But I.

don’t believe that this is the spirit
of the free enterprise system.
The final point in this introduc=~
tion is a statement that investing
of time and savings deposits
doesn’t go in a vacuum—it is part
and parcel of the process of in-
vesting all of the assets repre-
senting the deposits and the cap~
ital funds of the bank.. Therefore,
the analytical approach, which is
the main topic of this talk, must
necessarily include in its frame-
work the application to demand
deposits and to capital funds, as
well as savings deposits. But I
will emphasize the application to
savings deposits and will discuss

N
some of the problems and trends
of‘ this part of the operation. : -

Asset Allocation
. So much by way of introduc-
tion. Next, we’ll -outline. the .par-
ticular analytical approach, which
I call “Asset. Allocation.” “~The

principle involved.is simply that-
.your  bank liabilities differ

in
characteristics. They can’be di-

. vided into several classifications:

according to these characteristics.

- Every such classification of lia-:
; bilities should be balanced by ‘a
- set of assets which are appropri-

ate. The basis of classification’ of-

liabilities is the rate of turnover
or change, the likelihood that de-

. posits will increase or' decrease..

As a convenient procedure, we use

" three classifications: ‘demand ‘de-

posits, savings deposits, and cap-
ital funds, the latter consisting of
your capital stock, surplus, and
undivided profits, plus voluntary
reserves. Demand deposits are the
most volatile; they rise and. fall
further and faster than do savings
deposits.. Therefore, the . bank
assets which balance with demand

deposits should be shorter in ma- -

turity, or more marketable, than
those which are allocated to
more sluggish savings deposits.
The capital funds, which are the
stockholders’ permanent equity ‘in
the business, normally ' change
very slowly and almost invariably
increase. Hence, the  assets off-
setting these liabilities can be the
longest in maturity or least mar-
ketable owned by the bank.

Of course, investments ‘are not
the only important assets in the
bank. There is cash, on which you
earn nothing, and which you want
to keep at a minimum safe level.
There are loans, which supple-
ment your bonds, because you in-
vest only what funds you don’t
lend. If you’re well loaned up,
you don’t have many investments.
If those loans are long, or a little
thin as to quality, then your in-
vestments should be relatively
short maturity, high quality, and
marketable. The greater the risk
on your loans, then the, less risk
you should be taking in'the par-
ticular assortment of bonds that
you own. These are some of the
more basic tests of what are ap-

PP evevvevseeveseconnse

CREDIT SUISSE, ZURICH

Established 1856, one of the leading
Swiss banks, announces the adoption of

as its English legal title.

SWISS CREDIT BANK

NEW YORK AGENCY

MARCH 5, 1956.

SWISS CREDIT BANK

The Institution’s American branch located at
25 PINE STREET, NEW YORK 5, N. Y.,

will accordingly be known hereafter as

propriate assets to aliocate against

- your various classes of liabuities.

.~ All this will be 'much clearer.if
we can see a concrete illustration
as seen in.the accompanying four

exhibits concerning the Bank of -

Jonesville. This title was picked

because I have never been able’

to find a bank with this name; but
if ‘one is-represented here today,
I apologize. The Bank of Jones-
ville is, in fact, a statistical ab-
straction, created by applying to
assumed ’ footings of $6 ‘million
the~ ~percentage - breakdown : of

‘assets ‘and liabilities, as -of Dec.

31,71954, reported  to- the Federal
Reserve Bank of Kansas City, by
all the members banks in the
Tenth . Federal Reserve District
having 'between $5 million “and
$10 million in total deposits. The
figure of $6 million was chosen as
typical of many medium-sized

*banks with which you individual-

ly would ‘be familiar. This com-
posite Bank of Jonesville, there-
fore, should be within shooting
distance, in its details, of a rather
large number of banks in this
District.

As you.will see on inspection,
Exhibit A is simply the statement
of . condition for the 1954 year-
end. . Exhibit B makes use of the
same figures, but presents them
in the form of an asset allocation,
with the help of some assump-
tions.” The Federal Reserve fig-
ures. throw no light on what the
breakdown of Treasury or other
bonds might be, and I have there-

- fore supplied these details accord-

ing to what T would consider good
practice in the light of the avail-
able information. :
You will note from this Exhibit
B that I have subdivided the Bank
of Jonesville into three sub-banks,
a General Bank of demand de-
posits, a Savings Bank, and a

.Capital Funds Bank, each one

with assets and liabilities in bal-
ance. If I knew more about the
details of the demand deposits, 1
might have set up a fourth classi-

: fication, ‘'such ‘as U.’'S. Treasury

Tax and Loan Account, to be cov-

ered - almost entirely with cash:

and Treasury bills.

Demand Deposits Assets

The point to be emphasized ana
noted is that demand deposits,

- 'which- vary further and faster

than savings, have allocated  to
them a higher percentage of the
quicker assets, such as cash, short
maturity investments,. and com-
mercial loans. We allocate to each
of our sub-banks only as much
cash and due from banks as re-
serve requirements plus our own
experience indicate is necessary
for it to stand on its own feet. In
any event, that will be a lower
percentage for savings than for
demand deposits — in this case,
10% compared with 25%. When
you look at the Capital Funds
Bank, however, you note that
cash equivalent to 58% of the cap-
ital funds was allocated there.
Why? Because after providing
reasonably for the cash needs
against demand and savings de-
posits, that statistical average, the
Bank of Jonesville, actually had
that much cash left; and it had to

go somewhere. Putting that ex-

cess cash down against capital

. Tke Commercial and Financial Chronicle : . . Tahursday, March 8, 1956

funds helps .to flag it -as being

-excess. - All.-or:most ‘of it: should," -

therefore, be put to work: If there
is little prospect of an_.increase in
loans, it should. be. invested in
bonds, and preferably rather:long
bonds, out towards 10 years—
mostly. Treasury obligations, of
course.

. The: remaining assets allocated
{0 Capital -Funds are, as you will
note, some of. the. longest term

-bonds owned, together with ‘the

real estate and miscellaneous
assets. ‘ :

Savings Deposits Assets

Now since our particular in-
terest is in the savings deposits
and the' assets held .against them,
let’s take a closer look at the Sav-
ings Bank in Exhibit B. You will
see mortgages there, equivalent to
42% of total savings deposits, this
being the national average per-
centage. In this district, this may
not be a typical percentage. Mort-
gages, which are the longest class
of loans normally made by banks,
obviously  belong with savings
deposits, just as the shorter com-
mercial loans belong with demand
deposits, as naturally as ham and
eggs. o '

The longer portion of the mu-
nicipal bond account will also be
allocated against savings, since a
bank - should generally  plan .on
holding such bonds to final ma-
turity, and .should avoid the risk
of being forced to sell .these, .or
any other, bonds of several years’
maturity.: These represent about
a quarter of the savings funds, and
U. S. Treasury bonds of between
five and 10 years are a little over
a fifth of such deposits. At a time
of insistent demand for mortgage
money, probably there should be
some Treasuries of a year or less,
to be liquidated if .the: mortgage
demand continues intense.

The basis of operation, as you
can readily see, is that each of the
sub-banks is set up to stand’on
its own' feet, independent.of the
others, so far ‘as possible. Of
course, in reality, the Bank/ of
Jonesville is just one bank, as
you and I know. But it helps the
practical - administration to an-
alyze it as-though it consisted. of
three or more banks. . It confuses
the administration of the funds to
have the Savings sub-Bank “bor-
rowing,” so to speak, short invest-
ments from, say, the General
Bank of demand deposits, simply
because it didn’t have - enough
liquidity of its own. Of course, an
investment will in time shorten in
maturity and become suitable for
allocation to demand deposits, in-
stead of to savings deposits. That
shows up in an asset allocation
and is a wuseful reminder  to
lengthen the average life of the
bond account.

Obviously, with such an  ap-
proach as this Asset Allocation,
a bank with savings accounts of
only 17% of total deposits will
have somewhat different invest-
ments from one with, say, 40%;
and that seems to make common
sense.

As the next major topic to
cover, we may ask ourselves what
factors seem likely in the future
to influence the amounts of vari-

Continued on page 44

“FOR SALE’’

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

end of 1953 available

in' N. Y. C,

also

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

1908-1928 inclusive.’
Phone REctor 2-9570 -

Edwin L. Beck

¢/o Chronicle, 25 Park PLN. Y. 7
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p://fraser.stlouisfed.org/




Volume-183 Number 5514 . .

Investing for Pension -

And Proht-Sharmg Txusts

By ARTHUR L.

‘COBURN, JR.*

-Vice—Presndent and Chairman,: Trust Investment Commlttee .
old Colony Trust Company, Boston, Mass. T

Investment authonty emphasizes merits of a well-balanced

portfolio and reveals the continuation ¢f the 1955. curtailment

of new stockinvestment into the -pension and-profit-sharing: -
trusts he directs. Besides listing 12 ctiterid used in delerminii!g‘j‘ :

better stocks, Mr. Coburn, Jr., points’ out that: :
more income. when there is more-principal; (2)-there: should-
- be more generous prematurity redemption features; (3) trusts -
should include non-security investments- and growth stocks; -

* (1) there is

(4) investment is made for long and not short run considera= - --

tions, and (5) common stocks’

are not the answer to all the

problems of the benefii-plan investor. "

“I have been asked to express
some of my investment philoso-
phy. I shall do so with' a great
sense of humility, for investing
is a mighty humbling profession.
- Some of you who are invest-’
ment’ men will be unhappy if I
only generalize. Accordingly, I-
" shall end up with some specifics.
First of all, however, some defi-
nition of my topic is éssential. The
" one word “investing” is.what I
am- going to talk about. I do so
becauseI think;within limits; that
what is good investing is good
investing, no matter what the type
of account may be and no matter
who the life tenant and who.the
remamder’interest may  be.

Handling variances of problems
is the essence of investment:trus-
teeship:: Every account is differ-
ent” I must speak broadly, how-
~ ever, of what might be_termed
unfettered accounts.

There is more.than one way of;
mvestmg successfuliy. Being con-
sistent is ‘not always easy, but
havmg a general program for a
given ‘account-and fitting individ-:
ual moves into it seem to e’ of
some importance.

. Investment philosophyis a
pretty personal thing, not the same
as .investment policy and, there-
fore, not easy to transfer from one..
person to another. ‘Thus some of
my remarks express only my per=
sonal views, not fully shared even
by all my associates in the Old
Colony ‘Trust Company and The
first- National Bank of Boston. If
I speak of one type of. investing,
I nevertheless respeclt otier
choices of program, and I admire
all favorable investment results.

I shall make some statements in
a way that will make them sound
like conclusions not to be . dis-
puted. Such presentation gives
emphasis. Please remember, how-
ever, that I presume in some in-
stances a 90 to 10 percentage
chance that my conclusion is cor-

rect, while in others my convic- !

tion _may be no stronger than 55
to 45 that I am right.

Investment Objective and Balance |

I am going to. assume .that all;
investors have the common ob-
jective of achieving the best com-|

- bined prmc1pal and income result. !

‘ For some, income considerations:
‘will dominate at a given moment;:
Afor others, capital. appreciation is|
the primary .goal. .In a pensioni
“trust more -than -in many - other|
.types, principal and income may!
singularly be considered as:-one!
:whole.: Generally speaking, there:
tends, over a period of time,. toi
‘be more income where there’ is,

" more principal. The trustee, how-!

< i ever, will strike a balance. be—(

ween -principal and income con-|
—sxderatlons In my own office, wei
i prefer a well-hedged position
' i which. maintains flexibility, so
‘that we may- act as the market
dictates and not try -to -dictate
{to the market what it shall do.
That we- are long term investors

*Ah.address by Mr. Coburn, Jr., be-
fore the Trust and Profit-Sharing Con:
- ference, sponsored by .the Trust Division
of the American Bankers Association,

New York City.

rather than active traders will be
evident when I tell you of the
relationship of ‘market values to’
acquisition values of our 10 1arg
est common stockholdings. A te-
cent calculation - (at ' Dow- Jones
478) showed for this. group’ag=®
gregate market value of over $375"
million,-which was 317% of. the
acquisition total of $118 million,™

..Bond Investment
I am going to do ‘the matter of
bond investment the injustice of
covering it very briefly. In a nut=
shell, ‘my philosophy  here “calls "
for - a ' spread-maturity ‘' pattern,
varied from time to time. I have .

" a distinct leaning toward bonds of -
a quality to average nearer Aa .. .
than A rating.. I want a goed yield. ... .
differential.-on za.private: place- -

ment as against a public oftering,
a similarly reasonable.spread -on:

. The Commercial and Financial Chronicle

* me to begin to do so would be
.an_error. Suffice it to say that a

growth stock is that of a company,
‘in an expandmg industry, which

/is; suff1c1ently well ‘managed to °

'retain in the business that proper
‘proportion of earnings which will
‘better serve ‘the investor, - per
‘share -of the stotk held, than
w0u1d a larger current d1v1dend
A specxal situation is any other

& 'stock. (Cyclical, defensive merger

'prospect, "etc.) Our’ office uses
" ‘both. 'My personal bias is in the
direction of growth stocks. We

3

Each of my two broad catego~

“ries ‘divides’ into ‘the same two

'parts: those that succeed and those
-that do'not. 1 urge avoidance of
the latter.

- Seriously, though, we must look
ahead, without benefit of hind-

sight. How may we, with as few

errors as possible, ferret out really

high grade values in particular’

stocks to fit into well conceived
- investment -programs?

Here are a few vastly oversim-
11f1ed observations:

(1) Management is about a 9%
determmant ‘of success; industry

; about 9%, everything else the bal-

ance.

(2) Price-earnings ratios re-
flect" what the market place thinks
of management and of industry
prospects.

(3) Financial reportis are an im-
perfect measure of management

ability. Selection of winning in-
dustry- prespects -requires one to
-be industrialist, scientist, econo-
‘mist, and whatnot. T

(4) Stocks that characteristi-
cally sell at high price-earnings
ratios are preferable to those with
low ratios. What  other people
think of an issue is important,
+(5) ‘Earnings "are more. impor=
tant than dividends;, future earn=
ings and: future dividends more
important .than present. earnings

cand present dividends.

- like these indefinable “blue -
... chips.”

(6) ‘Broadly based enterprises
have fewer pitfalls for investors
than do specialties.

© (7). Businesses free to set their

‘own price levels have an edge on

‘regulated industries.

(8) No investment is perfect;
all -judgments are relative.

. (9) Were judgement itself per-
fect, we would put all our invest-
ment eggs in the one best basket.
Diversification. to the.extent of
splitting a stock investment two
ways would reduce average qual-
ity. Admitting the necessity of
protecting against the errors of
human decision, I question that
use of more than 40 issues, no
matter how large the fund, im-
proves protection at all.” Excess
diversification invites careless-
ness.

(10) Be aggressive—never fight

a defensive war in common stocks.
Recognize the risks:inherent in
such investment. If they are too

1175) 11

great to undertake, invest in other
fields. . i
(11) Watch your -capital ex-

posure, Two lists that have per-

formed équally well in the past

may have widely different pros- *
pects of sutccessfully facing the

future.

(12) Set your investment sxghts

-high; Do you realize that an orig--

inal $2,000 compounded at 75% .
seven - times becomes more than
$100,000 — that $20,000 becomeJ
more than $1 million?

The Present Situation — Policy '

Now let us get back to the mata "
ter of pension-and profit- shalmg
trust investment.

1 have already indicated that, .
to be good for the employer, in-
vestment must also be ‘good for
the employee, and vice versa,’
That being the case, investment:
of the pension trust of one em-
ployer and of the ‘profit-sharing:
trust of another might be the:
sarae, if only investment consid-
erations. were involved. At thig
point, -however, there arise ques-
tions of abllity to continue con-
tributions (has the profit-sharing:
trust received the last money that
can be expected for a long time?),’
as well as questions of different'
age-spreads of beneficiaries, vari--
able vesting provisions, different’
employee compensation bases,’
ptrospects of increased beneflts,
ete,

Cpntmued on page 12

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

The offer is made only by the Prospectus.-

corporates a g ainst.noncallable "

Governments. - The time ‘has: now
come when-1-believe that-buyers -
are entitled to-more generous pre-
maturity redemption features,-

- I shall do no more than.mention
that mortgages, leased real estate;
- 0il contracts, and -other nonsecu~
rity possmllmes must today have
investment consideration.

Preferred Stock Investment

My organization uses preferred
stocks” but little. Under today’s
market - conditions, however, we

recognize their merits, especially

where - a good -yield  is . being
sought. While it is of. no direct

benefit to a pension or. profit- .

sharing ‘trust, the tax shelter -to
others (the corporate buyer and
more recently - the  individual
buyer) in preferred dividends (as
compared with interest from cor-
porate bonds) has somewhat im-
proved the fundamental positlon
of preferred stocks,

Common Stock Investment

In the field of common stock
investment, the-'following ideas
are based largely on my own.ex-
perience in investing, over some
30 years, for many - individuals
and institutions.

I am convinced that stock.in- ,
vestments are better made on the -
basis of judgment of the long term = _
rather than the immediate future: ,

judgment as to what-earnings and

Fruehauf Trailer Gompany

~ $37,500,000

| 4% Conv_e'rtible Subordinated Deb_entures :

Due March 1, 1976 -

Convertible into Common Stock at §29 per share

$10,000,000

Price 102Y2% and Accrued Intérest

4% -"Sinking Fund Debentures

Due March 1, 1976

- Price'100% and Accrued Interest

dividends . may - be .three  years -

rather than three months away,

Such an approach tends to stress -

value or quality, to subordinate -
price, It readily disclaims ability *

to achieve perfect timing. It

avoids ‘what I ‘term “ticker=tape :
entanglement.” ‘'To the extent that -
are -based on- the .
weighing of probabilities and -not -
possibilities, there can.be peace- -

judgments

of-mind while .quotations fluctu-
ate, just as they have in- the past.

Blyth & Co.; Inc.
Goldman, Sachs€sCo.
Lazard Fréres & Co.
‘Smi.th,' Barney € Co.

The-2% to 3% long term growth °

of the nation’s economy is a firm -
~investment -that -

foundation for
scans ‘distant horizons. The long '
view - often surprises “in~ brmgmg
favorable nearby results.

Common- stocks, in general, I.
. divide into two categories: growth '

stocks and special situations. We

could - easily spend‘the-next-24 -

hours in defining these terms. For

Wertheim &7 Co.

March 7, 1956.

Lehman Brothers
Eastman, Dillon & Co.

Copies of the Prospectus may be obtained in any Smte only from such of the several Under-
. writers, including the undersigned, as may lawfully offer these secu'rmes in such State.

Glore, Forgan & Co.

:Harriman Ripley€/Co. Kidder,Peabodyts Co.

Incorporated

- Merrill Lynch, Pierce, Fenner €7 Beane

Stone €7 Webster Securities Corporation

Uhion Securities Corporation

Bear, Stearns &€ Co.

- Carl M. Loeb, Rhoades & Co.

White, Weld & Co.
- A G. Becker €7 Co.

Incorporated

Dean Witter €2 Co.
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Continued from page 11

Investing for Pension =~
~ And Profit-Sharing Trust

These few samples again illus-
trate the custom-made nature _of
any trust fund. I narrow my dis-
cussion to two basic investment
patterns that the Trust Function
of 0ld Colony Trust Company and
The First National of Boston has
used in pension and profit-sharing
trusts.

In a few cases, by request, we
have followed the same proce-
dure as in many of our Massa-
chusetts probate trusts: 50% bonds
and 50% common stocks. This you
will recognize as a base oqu,
applicable to book values, which
are normally acquisition values.
Naturally this has meant a larger
proportion of common stocks at
market values as a direct result
of price advances over - recent
years. Where the discretion has
been ours, we curtailed, over a
part of 1955, the amount of in-
cremental money that was put
into common stocks, depending on
the ratio of such money to the
existing fund in each case.
general, accounts in this category
might have been at 65% or so in
stocks, and we did not stop buy-
ing, -but .reduced to a leyel of
putting from one-third to.two-
thirds of the “normal” stock
money into new purchases. This
diluted book value proportions in
stocks, while further market ap-
preciation tended to push the
market. value proportion still
higher,

More of our accounts, where
discretion is in. our hands, have
had a basic“30% common stock
investment. Many of you know
that we published, several years
ago, a little booklet titled ‘“Should
Common Stocks Be Used in a
Pension Fund?” setting forth our
30% policy. This too, applied to
book value, and to new contribu~
tions, until many of these ac-
counts, through appreciation of
stock values, grew to have from
40% to 50%. of market values in
common stocks. In 1955 we -began
to temper the investment of new
money in common stocks, just as
with our higher based accounts
previously mentioned.

On the first business day of
1956, having behind us the im-

In.

mediately previous record clos-
ing level of 488.40 for the Dow-
Jgnes industrial stock average,
our Trust Committee accepted the
recommendation to slow to a walk
our further purchase, for an un-
certain and indefinite time, of
common stocks for many of our
employee-benefit trusts. This was
not as extreme a step as it may
sound, for in our personal trusts
we have not, in general, been
buyers of common stocks for
many months past. In fact, we
have been ‘“nibbling” sellers from
time to time as the market has
advanced, even though gains taxes
have been involved.

For pension trusts. we shall con-
tinue to buy some stocks where
the funds are to grow substan-
tially and, especially, where less
than 35% ef market vaiue is in
commons, so that there is ample
basis for dollar averaging. We
may be wrong to make any cur-
tailment in other trusts. On the
other hand, we may terminate
the slowdown at any time. In any
event, we believe we should not
abdicate the exercise of judg-
ment.

Besides common stocks, we con-
tinue to buy distributed maturi-
ties of good quality bonds—in-
cluding a _fair sample of - United
States = Governments — -limited
amounts of mortgages (both guar-
anteed and conventional) and
leased real estate; and, for some
accounts, a modest amount of pre-
ferred stocks.

As a last word on policy, let
me warn that the common stock
is not the answer to all the prob-
‘ems of the benefit-plan investor.
The investment man, as well as
-the -actuary, -must be -interested
‘n such things as valuation prob-
lems, with which many of you are
acquainted, but. which it is not
my place to discuss here. In this
connection, there are to be con-
sidered, also, the relative merits
of realized -gains ‘and unrealized
gains as they may affect ultimate
beneficiaries as well as contribut-
ing employers or employees. There
are no short answers, as might be
illustrated by the different situa-
tions of two companies for whom

of American

VANCOUVER

M‘lEOD,_YOIINGJx{EIR&-COMPANY

Underwriters and Distributors of
Canadian Investment Securities
Since 1921

. . . offers complete facilities for serv-
icing the investment requirements

portunities to invest their funds in
established Canadian companies with .
growth potential.

. Our facilities include private teletype

wire service to offices in principal
cities of Canada and to The First
Boston Corporation, New York.: .

Inquiries invited

Head Office - -

50 KING STREET WEST, TORONTO, CANADA
) EMpire 40161 o
MONTREAL OTTAWA WINNIPEG LONDON HAMILTON
CALGARY
SHERBROOKE

investors seeking’ op-

KITCHENER QUEBEC

we are-pension trustee, .One hap-
pens to Operate in oil,.and it is
drilling so heavily and has such

a tax situation that its stockhold-.

ers are well served if its current
contribution for pensions be re-
.auced to a minimum. The second,
and today more typical, corpora-
tion seeks to make maximum con-
tributions under existing condi-
tions. The pension trustee is some-
what in the middle. He derives
a great feeling of comfort from
the cushion of unrealized gains.
At the same time, he knows, as an
investor, that he will wish, prob-
ably sooner rather than later, to
realize gains for the very reason
of improving his trust by keeping
its investments up-to-date. This
taking of gains, in the long run,
will prove gratifying to the tax
collector to the extent that the
actuary finds reduced the amount
of tax-exempt contribution that
an cmployer may make. Mean-
time, all that the beleaguered
pension trust investor need do is
keep on grinding out profits, but
never, never incur a loss, I wish
it were as simple as it sounds,
whether the tools be common
stocks or government bonds.

The Present Situation
- — Investments .- --

How often we hear the equiva-
lent of “Any one can buy bonds;
- but what stocks do you now sug-
gest?” -This passes over much too
lightly the problem that has just
been tormenting me: “When and
under what- circumstances and- to
what  amounts should common
stocks be used at all?”. . At the
_same time, it ‘eliminates any need
“to’ be specific regarding fixed-
income and preferred stock selec-
tions. % BT

I am gure that most investment
men—and ' ladies—would .include
chemical, oil, and electrical equip-
ment shares in a common stock
portfolio. In my case, the three
1argest  investments ‘in -my list
would represent :these groups.
They would be du Pont (or Chris-
tiana); Standard Oil (New Jer-
sey); and General Electric, which
respectively (omitting Christiana)
yielded in 1955, on the basis of
Dec. 30 prices, 3.03%, 3.45%, and
2.77%. . Looking . backward, we
find that, rover f{ive ,years,  the
respective appreciation of these
stocks was 175%, 232%, and 248%.
Their dividends (per adjusted
share) from 1950 to 1955 rose 31%,
111%, and 26%. The 1955 divi-
dends, related to price at the end
of 1950, gave a yield of 8.33% for
du Pont, 11.48% for Jersey, and
9.66% for G. E. This is beginning
to give the patient holder a pretty
satisfactory rate of compounding.
Then, looking ahead, we find Gen-
eral Electric starting off this year

-} -with' a dividend. rate '25% above
Jersey ‘conceivably '‘may °

1955.
raise its rate after its stock split.
Sooner or later, too, du Pont may
both split its. stock and increase
its dividend. - We still like these
three- stocks.
holdings done any better?
they do any better?

Now let us short-cut to a total
list of 20 growth stocks, but let
us stop naming names. We come
up with 3 chemicals; 3 oils (2 in-
ternationals, 1 domestic, and all

the border), business machines,
electrical equipment, merchandis-
ing, paper, and photographic.
Three other industrials defy clas-
sification: a glass slanted to build-
ing, automobiles, and chemicals is
.one; a glass slanted. to bulbs,
tubes, and electronics is another;
a dealer in Scotches (solids, not
liquids), fluorides, etc., is the
third. Two insurance stocks (with
different investment policies and
different views on fighting their
battle with our merchandiser),
two utilities, and one bank stock
(New York) complete our list of
20. -

NEW YORK

of the room fairly shouting,*“What

Have your average -
will -

integrated); ,and 1 each in the -
classifications aluminum (north of :

T hear some one from the back’

The Commercial and Financial Chronicle

.do-they yield?” The answer, as-
.sembling the list as T would now
suggest and looking backward
(Dec. .30, 1955, prices against 1955
dividends: paid), is 2.50%; look-
ing forward (the .same- prices
against currently. and conserva-
tively' -indicated dividends) is
2.69%. 1 shall be disappointed if
actual- 1956 yield does not prove
to be near 3% (based on the Dec.,
30, 1955, prices). However, a yield
as low'as 3% on my growth stock
portfolio shows why - we use
“special situation” stocks also. For
the hedged position and the steady
compounding of the income factor
alone, a stock like American Tel-
ephone cannot be' overlooked.
Among issues commonly consid-
ered cyclical, General Motors has

“hapituuiiy - paid a good ‘diviuendy, -

and its principal performance has

-been mighty satisfactory.

Remember, in any event: $20,-
000 compounded at 75% seven
times becomes more than $1 mil-
lion. Where principal is, there

also may income be. The portfolio
well balanced between bonds and
stocks has great merit.

Arihur Robinson Witk
- Wertheim & Co.
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. .. Thursdey, March 8, 1956

E. R. Breech Direclor .
0f Lehman Corp. -

Ernest. R, Breech, Chairman of
the Board of Ford Motor Co., has
been. elected a director of The
Lehman. Corporation, it was an-
nounced by
Robert Leh-
man, Presi-
dent,

Mr. Breech
joined Ford
Motor Co. as
Executive
Vice-Presi-
dent in 1946
and was elect-
ed. Chairman
of . the . Board - ;
of Directors:.
in 1955. He
has had a-key -
role in the or-
ganization of
Ford’s new management and the
d“lrection of the company’s opera-
tlons during the -postwar period.
- Before becoming associated with -
Ford,” Mr. Breech ‘was President
of Bendix Aviation Corp. Earlier,
he had been a.Vice-President of
General Motors Corp. -and Presi-
dent, and. ‘then Chairman of the,
Board of North American Avia-
tion, Ine, . g
i The .Lehman Corp. is one.of.

‘branest R. Breech

 the largest closed-end investment

companies. with assets of more
than $230,000,000. The corporation

, was founded in 1929 by the invest-

ment .banking. firm of  Lehman’

.. Brothers." The 'stock ‘of the’ cor-.
, poration whieh ‘is ‘listed on the
- New  York- Stock’ Exchange;” has’

-, starting in 1930, . ‘

Arthur R. Robinson

" Arthur R. Robinson has joined
Wertheim ‘& Co., 120 Broadway,
New York City, members of the
New York Stock Exchange as
manager - of tne municipal ‘bond
department. Mr. Robinson was
formerly a partner in Anderson .&
Strudwick of Richmond, Va.

Kuhn, Loeb Places
'Equipments Privalely

The General American Trans-

portation Corp. on March 1 an-
nounced that it has sold through

Kuhn, Loeb & Co. to a small group .

of institutional investors, $15,-
000,000 principal amount of its
equipment trust certificates, series
56. The certificates bear dividends
at the rate of 4% per annum and
will mature :serially in equal
quarterly -instalments to and: in-
cluding: March 1, 1976. T o ®

Trust -consists of -1,592 new rail-
road freight cars.

Joins Scherck, Richter:
(Special to THE FINANCIAL CHRONICLE)

ST. LOUIS, Mo. — William B.
McLaughlin has become affiliated
with Scherck, Richter Company,
320 North Fourth Street, mem-
‘bers “of the Midwest Stock Ex-
change.

Bache Adds to Staff .

Bache & Co., members of the

‘New York' Stock 'Exchange, has}-

‘announced that Blatchléy C. Smit}
has ‘joined their midtown branch
-office, located in theé Chrysler

‘Building, as a registered repre-|:-

-sentative.

The firm has also announced
the appointment of the following
registered representatives in their
branch offices: Orlie D. Landis,
San Antonio; Martin M. Marsten.
Washington, D. C.; William P.
Brown, Philadelphia; Walter P.
Mullen, Lawrence H. Hoerres,

-Howard B. Gordon; and Philip R.
-Baus, Beverly Hills, and Francis
A. Lav and Helen McCleary, St.|-

Petersburg.

The -equipment covered by the;

paid' a_dividend in: each quarter’
_ Directors of ‘the ‘corporation in-
clude "certain of its officers and
partners of Lehman Brothers and
other. men who have plaved im-
portant parts in the financial and
industrial development of = ‘the
country. :

N. Y. Hansealic Wire fo
Siraus, Blosser Firm

- New York Hanseatic Corpora-
tion, 120 . Broadway, New York

- City, announces the opening - of

a direct private wire to Straus,
Blosser & McDewell of Chicaga,
I_II. Wﬂliam A. Sholten of Chicago
continues as Midwest Representa-
tive of their Bond Department.

With A. G. Edwards

(Special to THE FINANCIAL CHRONICLE)

ST. LOUIS, Mo. — Alfred B.
Salland has been added to the
staff of A. G. Edwards & Sons,
409 North Eighth Street, mem-
bers of the New York and Mid-
west Stock Exchanges. .. <"~ A

. lm’ :
DIRECTORY OF

|STOCK and BOND HOUSES

. “Security Dealers of North Amarica”

A 1,600, page book containing. 8,657
luhnx‘s covering a!ll United States and
Canadnn. cities. Listings are arranged
geographically and. alphabeticaily, and
are comprehensively detailed: .

Firm name under which business is con-

ducted .and date established w4
Street, ‘Address, including Pos s
| District - Numbers - R T O
General - Character of Business &

of Securities Handled 3 e
Names- of Partners or Officers. N:

of Department Heads -

Stock ‘Exchange and Associstion ‘Mer.n-

* berships {including- N.A.SD.)
Phone Numbers—Private Phone Connec-

tions—Wire Systems—Teletype Numbers—
.Correspondents — Clearance Arrangements.

An 'ALPHABETICAL ROSTER of all firm
showing city in which they are located 1:
another valuable feature.

Bound in durahle limp fabrikoid—$12
ENTER YOUR ORDER TODAY

"HERBERT D, SEIBERT & €0., ING,
25 Park Place New York 7, N. Y.
REctor 2-5570
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- From Washington =~
' Ahead of the News 5’

By CARLISLE BARGERON

The -opposition to Vice-President Nixon is quite different from
" that which caused President Roosevelt to cast Henry Wallace aside -

“.when he was running for his fourth term.' Tne opposition to
. ‘Wallace came from the party leaders who.were reasonably certain
Roosevelt could not live out another term. 4
In Nixon’s case the party leaders generally
are for him, that is to say, the Republican -
- National Committeemen ‘and State:Chairmen." -
. 'He speaks their language, he is a-fighter, he *
carried tie brunt of the Congressional cam-

¢ .paign in 1954. With Eisenhower intending to

‘make a ¥ery- limited - campaign- this'-year, i
“somebody :like Nixdn  will' be - sorely needed .
to 'do the ‘whistle-stopping - campaign for' the
candidates for Congress and the Senate. A -
great majority of Republican Congressmen
and Senators are for him. ’

Paradoxically, if he is shunted outside, the
jgreatest resentment will be felt among the
Taft wing of the party, although Nixon is not
.of that wing. Senator Knowland, heretofore
looked upon as an implacable enemy of Nixon,
now, with his own chances for the Presidency gone, has tacitly

Carlisle Bargerom

- gotten behind Nixon for second place on the ticket again.

> The opposition to Nixon from within the party comes from a
small group of Easterners, some of whom are not professional
politicians but are more or less cronies of the President. They
are bowing to the clamor of the left-wingers who' under no con-
ceivabie circumstances will vote for Eisenhower. - This relatively

“"small group of Presidential advisers is convinced the President

will win again easily but they want it to be as easy as possible.

What they don’t realize, and what the nonprofessionals of the
group don’t really care about, is that in their-desire for a coast-in
campaign for their hero, they are overlooking the chances for a
Republican Congress. They are ‘also running a serious risk

_-among countless Republican voters in bowing to the left-wingers. -

‘'mese Republicans, generally blanketed under the so-called Taft
wing, feel Eisenhower has given entirely too much ear to them -

. as it-is.. For him to ditch Nixon in response to the left-wing
. demands would likely fill them with complete disqust.

And the left-wing would still have an issue. They will point.

““out that Mr. Eisenhower, whose record relies to a larger extent

than usual on his ability to select good men around him and

delegate authority, picked: Nixon in 1952, To shunt him aside

. how would be an admission that he was wrong. The fact remains,
~ too, that if anything were to happen to incapacitate Eisenhower
--in the next few months Nixon. would become President. In that
:.2vent, to accept the left-wingers’ contentions, Eisenhower would

- "about Nixon’s again being his running mate.

- President again. voiced his greatadmiration f

have inflicted a grievous wrong on the country, as Roosevelt
certainly would have, had he not gotten rid of -Wallace in 1944.

There is very little indication of what the President has in mind
His statements’
upon the oecasion of his press conference announcement.-that
he would run again, can be taken both ways. ‘At that" time ‘the
Nixon,. both
versonally, and as a Vice-President. But he said'he. thought any
decision about the Vice-Presidency should wait until after the
Presidential candidate has been named. He could easily have
said, of course, that in the event of his renomination, he would
like to have Nixon running with him again. On tae other hand,
there iz merit in what he did say. Furthermore, had he selected

* Nixon then and there, the Vice-President would be in for a very
iunhappy time from now until the question is decided, not that
. his pata is to be one of roses as it is.

A lot of the attacks upon Nixon are nauseating, particularly
the professed: indignation over his recent reference that the
Supreme Court under “a great Republican Chief Justice,” had
outlawed segregation in the schools. These same voices that
profess to be shocked at the reference to the Chief Justice as a

».Republican are the ‘ones that have been pushing him for the

Republican Presidential nomination in the event Eisenhower didn’t
run again. " s

Ycu can bet ycur boots that this Supréeme Court decision will

" be.shouted from the housetops by Republicans throughout the
* campaign in an effort to get back the Negro vote on which,

before Roosevelt, they-so largely depended. The chances are, too,

they will get this vote back. -

- NYSE Announces

of Stock - Clearing Corporation, a
Stock Exchange affiliate,
Mr. Kirvin succeeds I.. J. Cas-.

.. boxes..

- Official Appoiniments

“" Keith Funston, President of the
New York Stock Exchange, has
announced the appointment of
Edwin D: Etherington as Assistant
‘Secretary of the Exchange.

Mr. Etherington was formerly
.with Milbank, Tweed, Hope and
Hadley, counsel to the Exchange.
‘He "is ‘a ‘graduate of Wesleyan

.University and Yale Law School.
- His appointment will free John
*R.'Haire, Secretary of the Ex-

.change, to assist the President in -

:maintaining’ liaison with govern-
-mental agencies.

Mr. : Funston - dalso “announced

“the apoointment of John H.' Kir-

&

vin as Vice-President and Francis
W. Curran as Assistant Secretary

gitized for FRASER
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sidy, *who " retired. Mr. Kirvin
came to the Exchange from RCA
Communications, Inc. He was"
graduated from the Graduate

‘School of Business' Administra-

tion,” New York University, in
1953. i )
*Mr. Curran joined Stock Clear- .

ing in 1920. He is now Manager

-of the Exchange’s affiliate.

Two With Edward Jones
(Special to TaE FinanciaL Cxsonicis)

ST. LOUIS, Mo.  — Vlatko- S. .

Kurelic and J. Vernon McCarthy

have been added to the staff. of-

.Edward D, Jones & Co., 300 North

Fourth Street, ‘members of the
New York and Midwest Stock
Exchanges. i i s %

-“Public-Utility Securities
— By OWEN ELY == —
- Tampa Electric Company

Tampa Electric is ‘the third
largest: electric utility in Florida
—its annual revenues of. about
$22 million being somewhat over
half those of Florida Power Corp;,
which in turn is about half as big

.. as Florida. Power & Light. ', The

company serves the City of Tampa
and “adjacent areas—some -1,700
square miles or about 3% of the
State total. The area has an es-
timated population of 420,000 or

“about 11% of the total for “the

State. . Gl s o
Tampa- belongs in the select
group of ultra-rapid growth utili-
ties. Electric revenues have in-
creased over six times since 1927,
and in the past decade have more
than tripled. Florida is the third
fastest growing state, Nevada and
Arizona ranking first and second
and California fourth. By 1965
Florida is expected to move from
16th to 10th largest state, with a
population of nearly five million.
Tampa’s customers should double
in this period and the electric
load is expected to quadruple.
All consumers are.served from
the transmission lines of the com-
pany, except those in Pasco Coun-
ty—for ‘'whom power is purchased
from' Florida Power Corp. Three
interconnections ‘are . maintained
with, the latter. company, one on
the west and two on the. east. In-
terconnections are also maintained
with Florida Power & Light Com-
pany on: the south.
".The: principal industries in the
service area include the raising of
citrus ~fruits, strawberries and
vegetables, phosphate mining and
processing; - the  manufacture of
cigars, cement, . containers and

. clothing; cattle raising, dairying,

fishing, and thetourist business.
The citrus-industry has shown an
increase of -about 30% -in the last
five years, and this year the U. S.
Department “of - Agriculture esti-
mates Florida’s crop at 135,000,000
Constant ;; experiment , is
under'-way for the devel_opment
of by-products from’ citrus peel,
pulp, and seeds.
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and a similar unit for the fall of
1958.  Ultimately,. the - Gannen

. making the .company’s total ca-
- pacity nearly four times the pres-
- ent figure. This plant will burn’
coal, Tampa being the first utility
. . plant: in "Florida or around the
Tampa is the country’s main Gulf Coast to burn this fuel. The
center for the production of ci- company has a-20-year contract
gars, with_an output last year of for coal at a firm price, with a
over 700 million. There are some -maximum escalation of 20%.
5,500 employees ‘connected with In -addition -to ' vigorous load-
this industry.with an annual pay- building efforts with promotion
roll of. about $15,000,000. Manu- of the usuzgl appliances, tt_le cam-
facture of containers and cans is pany is- vxgoroqsly pus_hmg the
closely allied with the cigar and Heat Pump wlpch s ideal for
citrus industries, Fifteen million. heating-cooling in this area. There
boxes were manufactured  for are already 300 pumps on the

" of 120,000 kw-.-scheduled for 1957 ~ * 7’

Station may" reach 840,000 kw."

cigars in 1955 and over two billion
cans for citrus concentrates and
juices. ; .

The area includes the nation’s
largest ‘producers - of phosphate;
Florida’s. annual production of
prosphate rock represents three-
quarters of the U. S. total and has
a value of over $55 million. It
is used in the manufacture of
fertilizer, sugar juices, jellies,
preserves, beverages, medicine,
rust-proofing compound, baking
powder, self-rising flour, boiler
scale compounds, and many other
products.”  Most . recently, phos-
phate-derived insecticides have
yielded excellent results.

Farming is also important in
the Tampa area. . .Hillsborough
County  (with 4,500 farms valued
at $25 million) is the first County
in Florida:in the production. of
dairy and poultry products, Plant
City is known as the strawberry
capital of the world, and Ruskin.
as the “Salad Bowl.” The value

of cattle in the area is estimated -

at $168 million—most of the prob-
lems facing the cattle industry
have been overcome in the past
five years. Fresh and salt water
fishing is also important—a fleet
of 300 shrimp boats make Tampa
their home port, bringing in $7.5
million- worth- during the. year.
Tampa - is also Florida’s leading
port,” with ship repair and dry
dock facilities.

. Tampa Electric’s generating ca-
pacity - is concentrated in twol
plants—65,000 kw. in the Knight
Plant and 235,000 kw. in the
‘Hookers Point Plant, where 75,000
'kw. was-installed' last year. The
new Gannon' plant is also under
construction, with the first unit

system and a large increase is ex-
pected this year. i T

The company expects’to spend”
about $13 million for new con-
struction this year; and will prob-
ably raise some $10 million by
sale of mortgage bonds.

Tampa's rates are among the
lowest in the state with the ex-
ception. of Pensacola. The 1955
return on investment (calculated.
according to ‘the theories of the
State Commission) was 6.2%. The
Commission is following a flexi-
ble policy with respect to regu-
lation, and recognizes the neces-
sity of financing the rapid growth
of utilities in the state.

Share earnings for 1955 were
$1,37, the same as in the previous
year, but the number of shares
had been increased by 10%. Pres-
ident MacInnes has estimated $1.63
for 1956, an increase of nearly
19%. Tampa has been selling re-
cently on the American Stock Ex-
change around 27, and pays $1 to
yield 3.7%. Based on anticipated
earnings for 1956 rather than _last
year's figure, the price-earnings
ratio would be 16.5. An increase
in. the dividend rate would seem
warranted later this year.

'With Mid-Continent Secs.

ST. LOUIS, Mo.—Kathryne P.
Ross is now with Mid-Continent
Securities Corp., 3520 Hampton
Avenue.

Smith Polian Adds

(8pecial to THE FINANCIAL CHRONICLE)

OMAHA, Neb.—Harley Shaver
has been added to the staff of

-Smith, Polian & Co., Omaha Na-

tional Bank Building.

ermeremrrm—

This announcement is neither an offer to sell, nor a solicitation of offers to buy, any of these securities.
The offering is made only by the Prospectus.

165,000 Shares -

Common Stock"
(Par Value $1 Per Share)

Price $34 per Share-

March 7, 1956

~ General Steel Castings Corporation

N

Copies of the Prospectus may be obtasned in any State in which this announces

ment is circulated from only such of the underwriters as may legally offer
these securities in compliance with the securities laws of such: State,

' Blyth & Co.,Inc. Harriman Riﬁley‘& Co. Merrill Lyncﬁ, Pieréé; Fenner

. Paine, Webber, Jackson & Curtis Deari Witter & Co.

. Reinholdt & Gardner.

Hornblower & Weeks

Incorporated

Reynolds & Co., Inc..

& Beane

* G. H. Walker & Co.

“A.C. Allyn and Company Centrai Republic Co;lip:—i.xiy ' Newhard, (;ook & Co.

Incorporated

(Incorporated)
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: | Railroad Securities ™
. L————i By GERALD D. McKEEVER
' Baltimore & Ohio

The Baltimore & Ohio is setting the stage for the final act
- in the consolidation of its funded debt which was begun early
last- year. All told, this has involved to date the retirement of
* come $352 million principal value of bonds anql jche issuance of
' $347 million, or a net reduction of about $3 million. The most
* dramatic phase of this was the flotation 9f the $280 million con-
solidated mortgage bonds in three series in the latter part of last
year which retired all underlying mortgages and a balance of
the three remaining series of the refunding mortgage bonds—
series G, K and M, all 5s. The retirement of the series J 6s and
" a portion of the three 5% series had already been arranged for,
. Jargely from the proceeds of the sale of the Chicago -Terminal
bonds and stock, but the equity is understood to have -been.
regained, 3
This refinancing operation disposed of all the bonds that had
been affected by the terms of the 1944 debt adjustment with the
exception of the $54,710,000 convertible income 4%s of 2010
which the rcad now. wants to clear away by means of an exchange
for a new issue of the same interest rate and maturity and the
same conversion rate of one share of the road’s common for each
$100 principal of the bonds, but with fixed interest payable semi-
snnually. As long as the present contingent interest issue is out-
standing in any part, the road is still subject to the restrictions
imposed by the 1944 debt adjustment which, among other things,
requires taat there be set aside from earnings a capital fund
amounting to 2% % of gross revenues annually less credits for
depreciation of way and structures which resulted in 1954 in the
net deduction of $5,321,000 from earnings available for dividends
and contingent interest as well. Another restriction is the “Part
XI” or “additional” sinking fund, now only a matter of $750,000
annually, due to the reduction of the road’s interest charges
below the $22 million level prescribed in the 1944 plan. Prior to
the interest reduction the “additional” sinking fund had been 50%
of available earnings plus an amount equal to all dividends paid
within the year.

Although this sinking fund no longer cramps the dividend
Jeeway as it did, the 1955 total of some $6 million for both capital
#und and the “additional” sinking fund which had to be deducted
before arriving at earnings available for dividends amounted to
almost $2.40 per common share. The elimination of the convertible
income 4%2s—the last of the “old” issues will not only do away
with.these earnings reductions but will also permit the payment
of dividends out of current earnings. As it is now, due to another

~restriction of the 1944 plan, payment of contingent interest as
well as dividends can be made in any year only to the extent that

earnings of the preceding calendar year proved available aftg_t{ i

providing for prior charges. This includes the capital fund,

As a resulf contingent interest is payable only once a year
and dividends have also been paid annually in one lump sum.
Beginning this year, however, the preferred was placed on a
quarterly basis and this has raised the question why similar
treatment should not be given the common whether the pending
deal goes through or not. A number of other roads which are
subject to reorganization indentures declare quarterly dividends
for a year out of the preceding years' earnings. One of the reasons
advanced for getting rid of the income 41s is that so long as this
issue is outstanding it would be “impractical” to place the common
on a gquarterly basis, :

Net earnings of the Baltimore & Ohio amounted to $8.45 per
common, share in 1955 (including $1.90 per share tax- deferral

from fast amortization) out of which $6,07 was_available for divi-_ .

dends after capital fund and “additional” sinking fund. There is
ronsiderable feeling that a more generous “pay-out” is justified
than the $2 per share that was paid in 1955. Those arguing on the
other side point out that the relief from tae. $6 million combined
“-capital and sinking fund of 1955 will be only temporary if th=
proposed replacement of the income 41s goes through, since this
_ charge will be almost matched in 1957 by sinking funds aggregat-
! ing $3%% million on two series of the new consolidated mortgage
bonds together with the first $2 million serial maturity of the

This advertisement uppears ouly.' as a matter of record, these
securities having been placed privately through the undersigned.

NEW ISSUE : : :
$15,000,000
General_AmericanTrahsportaiion
Corporation
Equipment Trust Cerliﬁcaies,-_Serieé 56

Datel March 1, 1956 Due serially t¢ March 1, 1976 -

H

Kuhn, Loeb & Co.

|
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£
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new.3% % secured. notes. The difference would seem to be, how-
ever, that this $5% million is merely a deduction from the road’s
“cash flow” and is not made specifically deductible before any
other charge. ‘In 1955 the road is believed to have had some $5
million “excess depreciation” over and above maturing instalments
vf equipment trust obligations. This is in addition to.net income,

. Tre pending exchange offer will not reduce interest .charges
nor increase potential dilution since the interest rate and con-
version rate are both to remain unchanged. The road seems con-
fident that holders will be sufficiently happy to receive a new
bond, also unsecured, with regular fixed interest that there will
be no demand for any other inducement such as the “sweetening”
of the conversion rate.. If this were done, it might nat on'y malke
a higher proportion of acceptance more, certain, but with con-
siderable dilution, might hasten the elimination of a sizable piece
of debt and some 2% million annual, interest. This undoubtedly has
been given full consideration, and.in any case, the road has done
a magnificent job of debt reduction—some $202 million since
1938, cutting annual interest charges from $30-million to some-
thing less than $20 million at the present time. ;

The Baltimore & Ohio is one-of the few eastern roads that
shows any growth tendency, excelling the average trend of the
Central Eastern district as to both revenues and ton mileage and
equaling or bettering the Class I average except in years of

- recession of heavy industry. .Coal, coke, iron and steel represent

together about 35% of freight revenues, but on the side of staility
it should be noted that about 35% of the coal carried by the
B & O goes to tae Utilities.
. With only a small proportion. of passenger business, this road
is-a relatively low-cost operation for an eastern road, the 1955
Transportation Ratio having been only 40.2%. An interesting
angle is that there seems some room for further improvement
also, mostly from further dieselization. While yard operations
and most of the main line.passenger service is dieselized, freight
operations are dieselized only here and there by divisiors. At 1he
end of 1954 55% of the road’s locomotives were diesels, but
allowing for the greater capability of the .diesel, it appears-that
freight operation also may. be largely. dieselized. .Between 1946
and 1954 the factor of gross ton miles per freight train hour in-
creased a_little over 50%  as against.the 40% average gain for
all Class L ;

. The Baltimore & Ohio will not get the full benefit of the 6%~
freight rate increase granted.by the ICC on March 2 because of
“hold downs” on coal particularly. The management- had pre-
viously estimated that its effective freight.rate increase would be
abqut 5/6th of the nominal increase, which would be about 5%.
‘This would amount to about $21.5 million at the present level of
revenues and seems to give vety comfortable cover to the recent
wage increases if not to.otherincreased costs as-well, The Bal-
timore ‘& Ohio enjoys a relatively low wage ratio compared with
other representative eastern trunk roads.

Continued from page 3

Oatlook for Housing :

is not a panacea for severe and. of mortgage money. The indica-
deep-rooted  fluctuations. As for.tions are that this year the sup-~
terms, we are all beginning to ply side of the mortgage invest-
realize that there is a limit to ment equation will .create the
the demand that we can — and restraining force. Let me give
that' we_should—create by this. you a few of my reasons for this
device. We are learning what it belief,

should not have been necessary

fo teach s, that if you have First, across the country a real

shortage of_ suitable land in suit-

The’ picture, as I see it, is this.
On a country-wide basis there is
still a large unsatisfied demand
for new housing.  However, this
housing must be built in a proper
price range, in a proper amount
and in areas where demand is still
evident. Under such circumstances
FHA and the VA mortgages are
sti‘ll attractive investments for in-

vember, Bill Levitt demonstrated
this fact . dramatically. In 1949
he_bought land.on Long Island
for $2,500 an acre. He sold it in
1951 for $4,500 an acre. This same
land was resold in 1953 for $8,000
an acre and in 1954-55 for $15.000.

in a recent edition of the “Wall
Street- Journal.” Shortly after
World War II, a veteran purchased

is in
danger of drying up in the. fore--
seeable future. I think the, Gov-
ernment will continue to exercise”
its powers over credit_ and terms
to do whatever is possible to keep _greater-or lesser extert these ex—

;’“tlg)d‘i’% ;‘;il}iti)en gl?rlx;itin p?rea;ea?'f periences have been duplicated in
Py . .’ .many suburban areas from coast
provided this does not put the pri- - 0ot “Thece cost increases are

vate debt picture entirely out of hardl i
s . y surprising. Three-quarters
focus or create dangerous infla~ ;" '~ residential building is in

tionary - pressures. I do think, rietroboli
. politan areas where an ever-
however, that you and the build- increasing.demand is pressing

ers you service will have to be : e
increasingly imaginative and se- against a shrinking land supply.

lective. »

south of Miami for $50 an acre.
He sold this lard in 1955 for $1,500
an acre, and it has recently been
resold - for $3,000 an acre. To a

S . .building materials is still rising
- - Limiting Factors .- swiftly. The average construction
I hardly need remind you that.cost per unit rose to the all-time

-home building declined .materially high of $11,300 for the first 11

in each of the last five months,of months cf 1955, an increase of
1955, reaching an annual rate in more than 6% over the same
December of 1,187,000 units. In- . period in 1954. To some extent
formed estimates. of residential this was due to the emphasis on
starts in 1956 range from- 1.1 mil- larger units but to a substantial

lion to 1.3 million units. -My own degree. it reflects-the still rising -

guess would be that the, lower of index of construction cost. The

; cost of land preparation is also
the two figures may ‘be .c.loser to rising because of the increasinzly
the truth and I do not think that. stringent requirements of muni-
this will be the result of a lack cipalities with respect to commu-

A similar instance was described.

10 acres.of land almost 20 miles-

Second, the cost of labor and*

nity facilities such as sewers,
water, etc.

Third, the prices of existing
dwellings have followed the up-
ward price trend, causing the
market for resale to become in-
creasingly tight on the demand
side. The record of FHA loan
applications on existing homes
demonstrates this fact clearly.-In
1955, these applications showed
constant monthly increases over
1954 until September. At that

+-time the impact of the action by

FHA  shortening the maximum
term from 30 to 25 years struck
the existing home market. In
September.. and the remaining
months of 1955 these applications
declined each month- relative to
1954.1. VA applications showed a
comparable decline relative - to
1954 beginning in June 1955 one
month before the -shortening of
maximum term.2 I emphasize this
trend because of its effect on the
new construction market. We
know that many of the sales .of
existing homes are primarily for
the purpose of enabling present
owners to purchase new homes
better suited to their needs. Any
slow-down in sales of existing
houses .is reflected. in the new
construction market. It is not sur-
prising, therefore, that during the
closing months of 1955 there was
a corresponding decline in the
number of FHA and VA applica-
tions on new units from the all-
time high of 108,561 for March
1955 to 47,484 in November 1955
(December figures not yet avail-
able). - Relative .to 1954, these
applicationis represented a decline
in éach month beginning in June
1955 (84% under June 1954)
through November 1955 (37.9%
under. November 1954). Because
of the time lag between applica-
tions and commitments on the one
hand and actual construction on
the other hand thesedeclines in
the last half of 1955-indicate that
construection in 1£56-will be some-~
what below 1955. This ‘may - be
offset to some extent by the heavy
number of applications in the first
half of 1955 which, because of the
slow sales market in the last six
months of 1955, never material-
ized into actual construction.
Many of these applications and
their corresponding commitments
may create actual housing in 1956.

Savings Deposits :

I am assuming then that there
will -be a modest decline in the
number of units of residential
housing completed in.1956. Inso-
far as tinancing requirements are
concerned, this decline in units
may he offset in-whole, or in paﬁrt,
by the construction of larger units
at increased prices. Thus, the fi-
nancing needs may well be about
the same as in 1955. I believe
that mortgage funds will be ade-
quate to the task. As for mutual
savings banks. their deposit gains
were somewhat less in 1955 than
in 1954 ($1.8 billion" vs. $2 bil-
lion). ‘Because of the heavy de-
mand on disposable - income im-
posed by record installment and
housing debt. the competition for
the disposable income of'indiv.Ld-
uals is still very keen. Judging
from our recent experience, how-
ever, people still seem to be de-
termined to save. I would not be
surprised if the mutual savings
banks fare at least as well this
year as last in atiracting deposits.
The. ratio of mortgages to assets
of mutual savings banks has in-
creased to 56%. This means there
is still. ample room in the port-
folios of »most . banks for mort-
gages. The assets of life insurance

companies increased 2.6% in the_
1 September 1955—23.5% . under Sep-

tember 1954; October 1955—26.49% un-
der October' 1954; November 1955—

-24.79% under -November 1954; December

1955—da‘a not yet ava‘lab’e.
2 June 1955—5.2% under June 1954;
July 1955 =—=2.7% under July 1954;

-August 1955—13.2% under August 1954;
~September 1955——26.8% under Septem-

ber 1934; October 1955—23.3% under
October 1954; November 1355—35.49,
under N ber 1954; D b 1955w
data not yet available.
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last quarter cf 11955 compared to
a gain of 2.1% in the correspond-
ing period of 1954.

Distiibution of Commitments

_As mortgage . portfolios have
risen (_to new “heights during the
past ‘decade; the increasingly great
amount of reinvestable “funds. for
mortgages, through .amortization
and pay-offs,’ is’ providing”a - res-
ervoir of mortgage money. for fu-

. ‘ture production. That reservoir is
still' growing. “From: this “source
alone it is-estimated .that.some

$9 billion annually 'should:be’

available to 'the -home building

market. “Now, at this point T

would like to suggest to you that
in the distribution of all these
available funds you, as mortgage
bankers, have ‘an. important. re-
sponsibility, , It' is you, through
your contacts with the builders,

who' start and’ carry through the-

chain of events leading to the ul-
timate commitments of: the per-
manent lenders. As I see it, one
problem that has been given little
consideration is that of channeling
these available funds ‘in.such a
manner that the small builder will
have access to them on an equal
basis with the large-scale devel-
opment builder.
.'The small builder who: produces
. 20 to 50 houses a year is not in a
position—financially or on a pro-
cduction ‘ basis—to. plan ‘much in
aflvance of current production for

land, material or.labor. Therefore;:

when mortgage money tightens up
he is the one who is affected im-
mediately.” On the other hand, the
large-scale builder does all ‘'of his
planning.a. year or more in-ad-
vance..of. production’ and secures
commitments’ on"a site ‘approval
basis- in ‘most instances ‘well - in

ladvance of actual'production. ‘In-

effect, during -the.last- period of

plentiful mortgage funds some of"

the "large builders were : really
stoekpiling commitments for pro-
duction of housing ‘beginning ‘six
to nine months ‘beyond :the date

the commitments were secured.” I

realize that the-placement of com-

mitments on.large tracts by ‘mort-

gage Dbankers from:funds: made
available: to them by permanent
investors:requires much less work
.than spreading such funds among
a-group-of small" builders, ‘How-
ever, T would like to express the
thought that. a ~more .equitable
distribution-cf commitment funds,
particularly to the smaller Luild-
ers, would greatly minimize the
recurring so-called mortgage
money shortage. periods. Mort-
gage bankers should survey their

building territories with.the idea-

of providing. adeguate finarcing
for the largest number of builders
rather than one or two large
builders. It seems to me that this
can be .accomplished and still
provide- the large builders. with
commitments. covering . their real
rieeds.

Investors’ Commitment Posi’iang

If available commitment funds
are thus allocated on the basis. of
immediate or short-range produc-
tion' schedules. rather .than long-
range production schedules,. it is
cobvious that the same amount of
funds will take care of  more
builders. Such a procedure would

also have the effect of spreading.

out on a more even basis the flow
of mortgage funds and would not
overburden investors’ ‘commit-
* ment positions on an advance pasis
to the extent:.that the investor has
to curtail commitments from time

to- time. As an example,- let’ us:

say that Builder- A hae o~ F0n.
house project requiring $714 mil-
lion in morteage  commitments.
Meortgage Banker X has. avail~ble
commitmrent funds for. the $71

million but Builder ‘A- wi'l con-
struct and sell onlv an estimated-

300- houses within. say, nire
months to a year., Why, under
such ‘ circumstances, should not
only $41% million in commitrents
be made to Builder A ard the bal-
ance of $3 milljon be made avail-
able to Builders B, C, D, E, etc,

. or no equity is' not unreasonible..

in amounts- which ‘ comfortably. area personal income continued to-
would: take care ‘of: their-short- rise—it is now almost 20% above -

range loan requirements. the national level—and unemploy-

It is paradoxical that recent re-:ment fell to’ its lowest point since
views of the building situation by - the war—39%.' The'population of
the “Wall Street Journal” and: the LoOs Angeles County continues to
“United States News and World" grow 'dramatically—from 1950 to

‘report” indicated that only in a‘few - mid-1955 the County gained about -

-instances - was there immediate: 850,000 people, a 13% increase. Im-
concern about mortgage com--migration continues'to be heavy.
. mitments and yet there was ema-:Despite the:decline in units built,
nating similtaneously. from .Gov~ :metropolitan. Loss Angeles still
ernment’ great “ concern’: about:‘a :added. 105,800 umits to its heusing
-mortgage ‘money shortage. ‘May I ‘inventory in 1955—more than any

interviewed" in these ‘recent' re- facing-a continuing demand but
‘views, but from the small builders . this‘demand-is becoming, from 'the
-in large numbers: whomay-have h_()me»buyer'.s viewpoint, more se-
been neglected by.the mortgage *lective:and will, I am sure, be ac-
bankers. At least this is-a-matter-/companied. by an. .adequate. but,
which 'should be given some’ again, selective-demand on*the
thought and study by progressive :part of lenders, Barring some se-.
.mortgage - bankers. ‘whose :objec- irious, economic turn-down, there

-tive is to provide the widest dis- isbusiness,* and - substantial ‘busi- -

tribution -of mortgage funds: in~ness, ‘to be done—but to an ever-
their respective areas. ““increasing extent- this business
7 .will be conducted in.a market-
Governmentat Policy dominated- by the buyer.

To return to the general prob- K ]
lem, let me repeat my belief that:has happened. in Dallas, as re-
the demand side of the mortgage ported in the January - issue of
market will continue strong in the - ‘Flouse and.Home.” After riding
near future: I need not remind :2:housing boom for many years
you that any prediction made- to- /it @ market that seemed 'capable
_day may be knocked galley west ~-of ‘absorbing all the housing that
“tomorrow - by action' of the ‘gov- <could be built, the Dallas builders
“ernmental authorities: Recent in- -Suddenly found themselves in a
dications are that these authorities :Puyer’s: market. - That market is
are not.in complete agreement as::Still active but the builders who
‘to what.should be :done. In  re--are. succeeding now .are finding
_sponse to. the decline in starts and:. that merchandising is. the prime
the uneasiness of builders the FHA - factor.. Easy terms are not alone
and the -VA restored the 30-year enough to do the job. In-a com-

loan.. This was met with some- ‘Munity.with an. over-tupply of .

‘thing less than enthusiasm by the ;Dousing, the buyer is looking: for
‘Federal Reserve ‘Board, ' If the'Y¢al:value. It will tax.the imagi-
'Federal Reserve Board or individ=" nation and ingenuity of the build-
ual -Federal. Reserve Banks. were . i0g industry to centrive more eco-
to-react. with- more. restrictive -romical ways of building soundly
credit - measures, ‘the ability ~of Planned and attractive homes and
builders to get interim financing .Vt keep the price within the pur-

might be impaired. Likewise, it chasing:limits of its market. This

the Treasury 'were’ to come -to isituafion is by no.means: limite,d
market with'a large issue of long-it0-Dallas. Transition to a buyer’s
term boncs on: an attractive basis; ;10arket is going on.in many places.
a.substantial. amount. of funds oth- ; Y0U. may. not be at, or eyen near,
erwise -available for the mortgzge - that point t dags5but you may be

market might be abserbed;. : ;. ;tomorrow. I .am confident that the:

. : _.money will be-available for real
“However, since the present eco- 'hOUS.il'Sl{g .need. as far ahead as we

nomic situation seems to me to bz . Ly

one of balance wih the likelinood (27 foresee. [15 up to you and
of stability or possibly slight de-: . £ h . 't
cline (for 'the short run at least) ‘.fﬁftmnye:d new houses i5 geared to
being somewhat greater. than: ‘a’* i ‘
strong-upward trend, dramaticire-, ‘.- . ; : "
strictive action by the government*  With-du Pont, Homsey
in the near future does not seem - (special to T FinanciAL CuroNIcLE)

hkel\.r. Y, . " . .BOSTON, Mass.—John H. Bun-
- This does not mean that vou,dy has become affiliated with du
will have no‘ problems. I think-Pont, Homsey & Company, 31
you will have problems but they-Milk Street, members of the New
will probably be localized. You 'York and Boston Stock Exchanges.
must expect lenders to bz far Mr, Bundy was formerly with
more selective than.in the past. As ‘Harris, Upham & Co. and Hunne-
~home buyers become more de- - yjell & Co.

manding, it is natural for perma- - -

submit-that ‘government was get- 'State -in"the United States—(ex-
-ting itscomplaints not “from-thecept; of course, California). Thus, |
large and medium size builders ‘as in many-other areas, .you are .

-I.invite your attention to what
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Are Mergers the Answer o Survival?

Dr. Nadler questions whether legislation will balt mergers and
finds a sound basis for merger growth in dynamic economic
post-war growth factors. Disapproves of mergers for the sake
of bigness-and advocates immediate study of ensuing political !
" " and social problems. - - : : s
# In- dealing with. the question undoubtedly the case. This is par=
whether mergers  are the answer ticularly true where large capiisl *
to survival, in an.address given expenditures’ for machinery, -
before 'the National Metal: Trades equipment and research are nec:: -
Y . Association .essary, where the profitability c: .
Convention, a company depends. on .enlarge-
New  York ment of markets and diversifice- '
y City, :March 2, ‘tion of products, where managc-
Dr. Marcus ment'is not aggressive and unablx *
Nadler, Pro- to meet competition and changin;; -
fessor, Gradu-. conditions, and ' where joining ¢ .
" ate School of forces may lead to better manage~, -
Business™ Ad- ment and larger profits. - :
ministration, “Where - the ‘prime motive,-
. New York however, is the desire for bigness, |
.- University, mergers are not desirable, They
- ‘expressed’ the may-well lead to a cumbersom:
belief" that organization and increased. coste. .
* $the merger In many ingtances, particulariy
" movement in where styling and individuzl
“industry, service play an important roele,:a
trade and fi- smaller company may have greet
nance is the result of the.dynamic. advantages over a large one. It iy .
‘post-war growth of the American more tiexible in ’planning, can
economy. It has” been brought make quicker decisions and ca: .
about~ by powerful- economic operate with lower overhead,
forces, and so long as these forces ‘Whether or not a- merger is de= '
last, -the merger movement will sirable in.a given case often-de=- -
continue. It may, however, be pends on the type of business in- .
somewhat retarded if legislation volved and the extent to which
proposed by the President in the the - personal element plays. a
‘Economic Report of 1956 is major role in the-success of th2z’
enacted by the Congress.” business. 3

Continuing, Dr.. Nadler said: g Ct(;lnch;si;mb )

“ph iriof hich e growth of labor uniorw, .
\Tue printpal foces which TR, EOWE, o Jsher volon,
movement, briefly, are: (1) The doing business, the increased im--

increased cost of doing business, Portance of research, and the de-

which stimulates the ‘acquisition sire to widen markets and to di-
of costly laborssaving equipment Versify products.will continue. t
that only large concerns can af- contribute to the merger move- .
“ford. (2) The increased impor- ment.” Some legislation will uz-
tance of research, which is costly Goubtedly be passed which ma7
and requires large expenditures Mmake mergers more: dlfflcurlt, blU&-
“for pilot plants and for: testing it Will not halt them. If thx
and marketing new products. (3) merger trend, which has been ¢

The, need for improved manage- Pronounced in the post-war perioc

ment, which perhaps plays a more: continues—and- there-are no reas

important role than ever before. Sons for assuming it will nlo_t:-—f,

(4) The high tax' rates on'indi- Will create a number of political
vidual and  corporate income, and social problems. It is, therc-
which offer a powerful induce- fore; desirable that these prob-

ment- to seek long-term -capital lems be considered now, befor.:..:

.gains and encourage profitable the merger movement goes tcu .
corvorations to acauire those with 1ar. .

a tax loss carry-forward. (5) The ; .
‘ueswe to arversity, in order to.re- - Joseph Batchelder Adds
! (Special to THE FINANCIAL CHRONICLE)

duce expenses as well as to
broaden markets. (6) The advan- .pogTON, Mass. — Walter J.'
McCorkle has become connectecl

tages enjoyed by large corpora-
tions in obtaining long-term funds. with. Joseph M. Batchelder Co.,
Inc., 111 Devonshire Street, mem- .

(7) The striving for bigness and
bers ‘of the Boston Stock Ex=

the desire to utilize the resources
change. Mr. McCorkle was pre--

Marcus Nadler

of a cash-rich corporation.

“Are mergers the answer to viously for many years with Shea
survival? In some cases this is & Co. :

nent lenders to look more- eriti-’

cally at the real housing needs of
a particular area. I think you must-
also expect lenders to-insist on-a
somewhat heavier equity for loans
than .the minimum requirements’
cof VA and FHA. In a market that
has absorbed 10 million fwelling:
units since World War-II, some:
reluctance on the part of lenders-
to buy 30-year loans with little

All of these

NOT A NEW ISSUE

. We Fappen to feel that at'a proner:
price and with adequate screening:
such loans are still a good invest~-
ment. but-I am sure . you will en-:
counter contrary views. = . - -

Californian Market.

I think what I have-said avp'ies’
to Ca'ifornia as.well as to the:
country as a whole. -You shared”
“in the general decline ia residen-
tial building in the last six months
of 1955. To a considerable degree
this was uncoubtedly influenced”
by the extended strike you have
been experiencing. At amv rate,
the average monthly number of-
building permits issued in Los
Angeles County during that periog
was 5,800 comypared to 7.151 for
the last six months of 1954, a re-
duction of almost 20%. This ce--

March 6, 1956-

COOPER-JARRETT, INC.

CALLEN & COMPANY

Shares hav{{lg been sold, this advertisement appears

as a mutter of record only. .

125 ,000 Shares

| COMMON STOCK
(§1 Par Value)

Price $8 per Share

curred despite the fact.that.in this.
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THE MARKET

... AND YOU

By WALLACE STREETE

The stock market recovery,
underway since mid-Febru-
ary, continued with occasional
interruptions this week and
nudged the industrial average
within close striking distance
of the fabled 500 mark never
before seen in history. A
heavy supply of stock had to
be absorbed at such a lofty
level and made progress dif-
ficult, particularly since the
general freight increase
awarded the rails proved of
only momentary solace to this
laggard section of the list.

* * *

Utilities were able to ac-
company the industrials to
record highs, their average
posting its best price in two
dozen years; but the rails still
lagged under the level reached
last November, which was the
best standing in a quarter
century.

£ 3

* *

Oils, which have been out-
performing the general mar-
ket virtually all year so far,
were subjected to some profit-
taking but it was neither
drastic nor entirely unex-
pected, particularly after a
session that saw a dozen is-
sues in this group push to
their best prices in nearly 15
months.

Selective Strong Spots

Sustained interest was con-
centrated in individual issues
where news was favorable,
such as American Metal
where a stock split was voted,
and Ford Motor which came
to listed trading on the New
York Stock Exchange yester-
day. Westinghouse was some-
what popular as soon as the
indications started to mount
that progress was being made
to settle the long strike.

* * *

Aircrafts, for a change,
were able to show independ-
ent strength, mostly in a na-
tv-2 of a part-time rebound
affer the uncertain ways that
they had.taken to when the
Ccraressional quiz on their
profits convened. Where the
plenz work runs out, guided

m'sile work will be more
th“n adequate to keep the
wkezls humming and in,the
ca~2 of Douglas the commer-
c’z]l work on order is now
riore than a billion dollars,
wvich not only is an all- time
hizh but will take until 1959
and 1960 to deliver,

A Missile Market?

There are some schools of
thought that already are pre-
dicting the guided missile
rvroup will stand out as the
Lright spot in this year’s mar-
ket whatever happens else-
where and the fact that the
nation’s guided missile pro-
gram has some harsh critics

only strengthens this school
in its conviction. The com-
panies participating in this
program form a respectable
roster, including RCA, Gen-
eral Electric, Westinghouse,
American Bosch, Sperry-Rand
and others in addition to the
plane makers themselves. In
fact, Douglas is rated as being
the top missile producer cur-
rently. Something. of an 'in-
cidental surprise was one
service’s recent survey of is-
sues that have shown supericr
dividend stability over the
last couple of decades and
among them was Grumman
Aircraft, making it an unusual
honor for an aircraft maker.

* * s

Even all the fanfare over
Ford’s listing was unable to
stir up much sustained inter-
est in the other auto shares
but, on the other hand, there
was little in the way of pres-
sure on them since it won’t be
until after this month that the
extent of the Spring buying
revival will be apparent. More
and more the question was be-
ing asked: What is wrong
with the second best year in
history? Building supply
shares were similarly neg-
lected pending a better idea
of how housing will fare this
year.

A Housing Beneficiary

Instead, attention was
shifted to the secondary com-
panies behind the front-run-
ners of the auto and housing
industries, An issue, like Glid-
den Co., that hasn’t shared to
any. excessive degree in the
stock market runup to here
was building up a new follow-
ing on the logic that all the
houses sold in the last few
years will need redecorating
along around now so paint
sales should  improve even
though overall building
doesn’t. Glidden’s sales and
the market price of its stock
reached post-war II highs in
1951 ‘and haven’t been seri-
ously challenged since, which
leaves room for improvement
marketwise on any upturn in
the firm’s- fortunes. One un-
profitable livestock business

‘was: disposed - of last year

which should “help: 1956 -re-
sults look better.
# * ok
Utilities normally have a
quiet market life since their

*

_ business increases steadily but

without much spectacular to
it. There are even some:that
avoid utilities- because the
growth in demand for elec-
tricity keeps them committed
to large capital outlays. But
the secondary choice in this
case is an issue like Babcock
& Wilcox which profits di-
rectly by the demand for
steam generating ‘equipment

" The €ommercial and Financial Chronicle ... Thursday, March 8,:1956 1

in which field-it looms promi- "

nently. Babcock’s manage-

ment long since :cautioned .

against its atomic. energy
work as an unfounded base
for any excessive market
enthusiasm since such work
won’t figure in profits for five
years or so. But the ability of
the company to improve its
profit margin in the last fiscal
year despite a sizable trim in
total sales attracted investor
attention and the issue has
been able to put on an above-
average degree of market
stability in drifting markets
and good strength when the
going was good.

Hot Weather Favorite

For a behind-the-market is-
‘sue shortly to be aided by the
warm-weather attention nor-
mally paid to soft drink mak-
ers, Coco-Cola seemed to be
the favorite choice. The stock,
which sold at $145 last year,
has been well deflated recent-
ly even in the face of record
profits and the high-standing
of the market averages. It/has
been holding recently at little
more than the peak prices of
1953 and 1952, and sold high-
er each year from 1946 to
1950 than it did last year. Its
1946 peak was a round $200,
illustrating that Coca-Cola has
been one of the issues left out
by the 1953-56 market
upsurge. :

Steels are considered vir-
tually certain of showing
higher earnings for at least
the first half of this year, but
have been able' to build up
little in the way of new in-
vestor interest, . possibly. be-
cause wage talks are about to
begin. Despite all the old ad-
ages against letting strikes in-

-fluence market action, today’s

industry-wide tieups can up-
set the financial picture con-
siderably. The steels are very
much like the auto industry
where the prospects: of the
second best year in history
are being discounted rather
wantonly. Armco Steel, Re-
public and U. S. Steel have
been offering a well-sheltered
yield of 5% or better, which
illustrates the lack of atten-

tion being paid such well-'

known names. , .
* *

Airlines, too,
anything but favorites with
investors even 'though their
business is humming right

%

along. That their equipment .

ages fast, and the prospect of
large commitments to shift to
the jet transport era in the
next few years, have been ad-
vanced as reasons for investor
distrust; but except for an oc-
casional flurry in Pan Am
World Airways, the group
seems to be a bit more neg-
lected than the facts warrant.

|The views expressed in this
article do mot mecessarily at any
time coincide with those of the
“Chronicle.” Thew are presented
as those of the author only.]

have been'

Ireland’s Industrial Possibilities Stressed

Opportunities for U. S. businessmen in the Irish Free State .
cited by a delegation of Irish-

industrial experts who will be

in this country for: the next three weeks in an endeavor to
interest American bankers, manufacturers and corporations in
Ireland’s expansion program.

A distinguished industrial dele-
| gation, representing The Irish
Republic, arrived in New York
last Thursday on the S. S. “United
States” and held a town meeting
at the Irish Consulate, 33 East
50th Street, New York City.

The representatives of many of
the New York newspapers, in-
cluding, The “Chronicle,” listened
attentively to a very able exposi-
tion of the industrial possibilities
which Ireland offers for American
investment in new and much
needed enterprises in Ireland.

Dr. James Patrick - Beddy,
Chairman of the Board of the
Industrial Development Authority
and Managing Director of the In-
dustrial Credit Co., Ltd. reviewed
the opportunities for American
manufacturers, investment
bankers and corporations with the
object of enlisting their interest
in the production = of |articles
which are not made in Ireland or
which are not made there in suf-
ficient quantity. Over £ 40,000,000
worth of manufactured and semi-
manufactured goods are imported
into Ireland annually.

The Head cf the Irish Delega-
tion, Dr. Beddy, explained that
the = Free Government issues
grants to cover cost of plants in
the less developed areas as well
as Government guaranteed loans
and remission of local taxation for
the first seven years on new
factory buildings upon which
taxation is reduced to one third
of the ordinary rate. The standard
rate of income tax is equivalent
to 37% % on assessable profits.
Corporation profits tax is payable
by limited liability companies at
the rate of 10% on profits in ex-
cess of $7,000 a year. Corporation
Profits tax is allowed as a deduc-
tion in computing income tax.
Dr. Beddy pointed out that labor
is plentiful -and adaptable in Ire-
land and that it is a Government
policy to protect new industries

against competition from other

countries.” There are no restric-
tions .on: ‘capital and dividends,
interest and profits can be readily
repatriated.

Dr. Beddy mentioned a number
of investment opportunities for
new enterprises that Ireland of-
fers American Corporations. Some
of the things not manufactured in
Eire that offer profitable returns
are: Plywood, certain automobile
parts, several . chemicals, iron
pipes, sanitary wares, cameras,
scientific instruments, watches,
earthenware and tools,
cover a very wide range, includ=

ing manufactured foodstuffs, iron,"

steel and ' nonferrous products,
“hardware .and ' implements,. ma-
‘chinery, textile manufactures
+ (principally piece goods of cotton
and synthetic materials) paper
Y and carboard, chemlcals and dye-
stuffs as well ‘as ' various  other
articles. These lmports show
.clearly that there is still much
scope for further industrial .ex-
pansion in Ireland. While the
country . has four: large "paper
mills, it does not have any wood
pulp or newsprint industries. Even
paper:: products like: tissue and
wrapping paper are imported as
well as detergent products. There
is a wide field for textile and
fashion -industries .in . Ireland,
where-there is also an expanding
demand for electrical equipment,
household  utilities including re-
frigerators and vacuum cleaners.

Dr. Beddy extended a cordial
invitation to American indus-
trialists to share in Ireland’s in-
dustrial development and further
assured his newspaper ‘auditors
that American manufactures
would find a warm cooperative
welcome under the Irish econ-

Imports:

omy, which like our own is based
on free enterprise.

The delegation included Mr.
Cathal Loughney member of the
Board of the Industrial Develop-
ment Authority and John Dono-
van, Secretary to the Delegation.

Particular emphasis is being
given to the delegation’s expan-
sion program by the Hon. William
Norton, Ireland’s Deputy Prime
Minister and Minister for Indus-
try and Commerce, who has been
touring the United States.

The delegation proceeded
directly to Washington, D. C.
where they were joined last
Saturday by Mr. John Leydon,
Economic Advisor to the Irish
Government, for discussions with
representatives of the U. S. De-
partment of Commerce and other
government departments and
agencies. The delegation plans to
travel to a number of cities
throughout the country, including
Wilmington, Chicago, Pittsburgh,
Boston and New York, to meet
with manufacturers, investment
bankers and others who are in-
terested in the Irish industrial
scene. Mr, Donal Scully, Trade
Consul of Ireland in New York,
accompanied the delegation.

36 page  descriptive illus-
trated brochure, entitled “Ireland
—Opportunities for Industrialists”
will be mailed free on application .
to Mr. Donal Scully, Trade Consul
of Ireland in New York, at 33 East
50th Street, New York City.

James E. Jones With
| JosephVMchm_a_s Co.

Jamu' E. Jones

Joseph McManus - & - Co., 39
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, announced that James E.
Jones has become associated with
the firm in the Trading Depart-
ment. Mr.. Jones was .formerly
with the. Atlanta, Georgia, and
New York offices of Courts & Co.

Jenks, Kirkland
Open N. Y. Office -

-Jenks, Kirkland, Grubbs & Keir,
members of the New.York and
other leading stock exchanges, an-
nounce ‘' the . opening of a New .
York " office . at 25 Broad. Street-
with Roger S. Palmer as Manager..
Mr. Palmer was. formerly- senior
partner of Roger S.. Palmer . Co,,
in -New York. -

Jenks, Kirkland, Grubbs & Keu:
also have, offices- in Phxladelphla
and Pittsburgh, Pa.

Bond Club of New York-
To Hold Annual Quling

The Bond Club of New York
will hold its annual outing on
June 8 at the Sleepy Hollow
Country Club, Scarborough, N. Y.

R. F. Ulrich Opens

TWIN FALLS, Idaho — Rex. F.
Ulrich is conducting a securities
business from offices at 109 East
Main Street.
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_in an expanding market

Number of Families

Forecasts agree that the high birth-rate of the past
fifteen years assures a sharp up-turn in family forma-
tions through the next decade. The needs and desires
of the thousands of new families entering the con-
sumer market each year create additional demands
for the goods and services of our economy. The wise
use of credit by this expanding consumer market will
continue to provide the bridge between this country’s
mass production and its mass consumption. We, at
American Investment Company, expect to participate
in this growth by providing cash installment loans to
the thousands of families constantly entering the con-
sumer market.

NET INCOME

YEAR (in millions)

1955

1954
1953 |

1952, W
1551

HIGHLlGHTs ~ ; _ 3 _— LOANS RECEIVABLE

(in millions)

from the Annual Report v
1955 ' 1955

Volume of loans made $274,924,687  $240,933,757 1954 m
Net Earnings $ 6,235,067 $ 5,514,002 |
Common shares at year-end. .. . 4,362,456 2,074,925 ; 1953

Earnings per share......... wilte . $1.18*

Dividesds per share* ~ $0.40 - T e e
Number of branch offices 326
* Adjusted for 2 for 1 stock split . 1951 #

~ American Investment Company

ILLINOIS

8251 MARYLAND AVENUE, ST. LOUIS 24, MISSOURI

o Principal Subsidiaries: Public Finance Corporatlon Copy of 1955
Domestic Finance Corporation * Public Loan Corporation Annual Report

or General Public Loan Corporation ¢« Ohio Finance Company Available on Request.
wne® _
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~ Railroad Economic Future
- Dependent Upon Engineering

By J. M. SYMES*
President, Pennsylvania Raiquad

Well-known rail President estimates the decade’s billion dollar

v

¥
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‘ expenditure required to get railroad industry’s .plant and

! equipment in shape to compete with air; highway and waterway
carriers is only the-beginning. Perennial passenger service
deficit is found yielding to the engineer’s skill, and credits -
ability to keep rate rises below costs, in spite of unfair compe-
tition, inflation and excess profits, to engineering contributions
of : diesels, centralized traffic control, electronic freight classi-
fication yards, train telephonic communications and other im-
provements. Mr. Symes sees postwar engineer job just com-

mencing and finds engineers

indispensable for developing

*~techniques, machinery and facilities responsible for continuous
rising standard of living.

In my opinion, and I imagine
ia yours, our way of life consists
1 two basic and inseparable ele-
inents. One is our continuous|ris-
i in g standard
of living,
which is con-
stantly bene-
fitting more
and more peo-
ple. The other
is our spirit
and practice
of democracy,
as against the
communism
and state so-
cialism that
harass and ex-
ploit so many
of the world’s
people, and
vould harass and exploit us if
{hey could.

The interdependence of our
r’andard of living and our democ-
1acy is, I think, pretty clear, Each
1makes the other possible; each
pfuarantees the other’s continu-
ance. As my life-long friend and
«clleague, Martin Clement, puts i ;
“Democracy, to exist, must ke
-octuarially sound.”

By “actuarially”- he doesn’t
173ean only that the figures must
¢dd up—which they- don’t under
¢ommunism . and - state socialism.
e means also that there must be
ciear and present benefits, and
{~at these benefits — this high
e.andard of living — must reach
] ractically  everyone, not just a
javored few. How well our Amer-
izan industrial set-up meets those
1 wo specifications—and with ben-
¢’its to practically everyone —
1 eeds no proof by me. Nor does
ihe role of the engineer in pro-
tiucing and spreading those bene-
jiis. A lot of professions of course
tear a hand in the process, but
{1e fact remains that it is the
cagineer who thinks up and de-
vclops the techniques, machinery
:nd facilities that keep putting
1a0ore and better products and
cervices within the economic
yzach of more and more people.
Without him to start the ball roll-
iag the salesman would not have

James M. Symes

- 10tich to sell, the financier would

110t have much to finance, the tax
coilector would not have much to
collect, and most of us would not
have any place to pick up a pay-
cneck. We would be like that
iaythical town in Ireland where
{he people lived by taking in each
oiner’'s wash — a set-up which
Jacks charm, among other things.
1 know you -engineers won't let
i: happen here.

Also I trust you realize that
sour job of underpinning the
ceonomy by constantly coming up
with better tools and techniques
of production can never end. On
inat point I would like to quote
wnother friend of mine, Mr.
““homas McCabe, President of the
{5cott Paper Company:

“I' am confident that the Amer-
jean people will never satisfy
ineir desires for better living, and

“An address by Mr. Symes before the’
%‘:’:éneers' Club of Philadelphia, Feb. 21,

our technology will never cease
to accelerate and expand.”

Better Living

You note the connection he
makes—and which I am sure we
all make—between better living
and an accelerating and expand-

ing technology. And that better

living in turn means more and
more secure democracy. So you
see that if any profession is in-
dispensable, it is that of the en-
gineer. This is especially true of
railroads. If there is an industry
that is preponderantly an engi-
neering operation, and which
must be run on engineering prin-
ciples, that incdustry is railroad-
ing. It is true that a big railroad
like the Pennsylvania has literally
dozens of departments, ranging
from law and real-estate to sales
and services. But in the last an-
alysis our whole two-and-a-half-
billion dollar investment and our
hundred thousand or so employees
are working to do just one thing
— move masses of people and
goods over distance and move
them efficiently ani economically.

Engineering Function

Moving mass over distance,
efficiently and economically, is
certainly an engineering func-
tion—and I can assure you the
Pennsylvania knows that, Of the
13 Presidents we have had, 10
were engineers. A large propor-
tion of our Vice-Presidents and
regional managers are engineers,
In all, we have some 700 graduate
engineers on our railroad team—
and it’s not enough., Many of them
haven’t been neer a draw ng board
or worked a “slip stick” in years,
but all of them are giving us in
one way or another the benefit
of their engineering training and
way of thinking,

- In ‘mentioning our basic job—
moving masses of people and
goods over distance — you ma;
have noticed I kept adding the
formula, “efficiently and econom-
ically.” That formula is the.crux
of our whole operation. Back be-
fore World War II, the railroads
of the ration were moving freight
for an average charge of .96 cents
a ton mile, and passengers for an
average charge of 1.81 cents a
passenger mile, As men familiar
with cost sheets, you know how
war, rising taxes, inflation and
other factors. have doubled and
even trebled the prices cf the
kind of work, materials, supplies
and services a railroad must buy.
Yet by 1954, after 15 years of
these upward pressures, the pre-
war figure of .96 cents a ton mile
had risen only to 1.42 cents—an

-increase of only 48%; and the

prewar figure of 1.81 cents a pas-
senger mile had risen only to 2.62
cents—an increase of only~44%.
In other words, with railroad' costs
dqubling end even trebling
railroad prices have gone up less
than 50%. In that connection, it
might be noted that the average
ton-mile charge is about one-

fourth that of the intercity truck, -

aqd that the average passenger-
mile charge is one-third to one-

" fourth the per-mile cost of driving tric locomotives, We still have a
. a private automobile. ’ !

Low Rail Rates

The. continued lowness of rail-
Toad rates - represents both an
achievement by the industry and
zn imposition on it.  Railroads
provide, maintain and often pay
Luge taxes on their right of way,
while the rights of way of their
competition—except “for the pipas
lines — are. provided and main-
tained partly. by publi¢c. money,
and are untaxed. On top of this
considerable handicap, the - rails
are prevented by archaic rules
and laws irom 'meeting competi-
tive practices aimed -at premium
business, This means that the
rails are left with most of the low-
paying business, but not allowed
to compete fully for the more
profitable traffic. Late last year;

after Jong and careful study,; a

committee of Cabinet members
and other high administration of-
ficials recommended that. in the
national interest the railroads be
given greater competitive rights.
Bills to permit 'that are now be~
fore the Congress: I hope they
will have your support,. :

Billion Dollar Investment

I'd like now to come .to the
achievement side of the picture—
and the engineer’s role in it. A
good place to begin is with the
close of World War II. The rails
had just turned in a whale of a
job—moved 90% of all military
freieht and 97% of all organized
military travel. But the job_ had
worn their plant to the nub and
left little but glory to.show for
"it: Excess Profits Taxes hai. fol-.
len with special force on the rails.
The war had also prevented the
normal flow of plant additions ang
improvements. Some -roads had,
fared worse in these respects than
others: in the Pennsylvania’s case,
it was soon clear thit it wo.1d take
something like a billion dollars
in the decade ahead to get plant
and equipment in shape to meet
the competition with air, highway
and water carriers, ;
The management accepted the
challenge, and went out and bor-
rowed much of the money to meet
it. TLe job isn’t really finished
yet—in fact, for reasons I'll ex-
plain in a moment,. it can never
be really finished. Meanwhile,
let’s look at what was done—much
of it by engineers, and all of it
in line with engineering thinking

and principles. - Needless to say,

only some of the engineers were
ours: we had also the great and

indispensable help of the railroad:

supply industry and the indus-
tries which in turn supply them.
The biggest single part of the
program, which consumed .ap-
nroximately one-third of the bil-
lion dollars, was the change-over
from steam locomotives to diesels.
Less than a decade after the event,
it is hard to realize how difficult
that decision was for the Penn-
sylvania to make. Two very real
factors had to be weighed and
considered. One was that diesel
power, as applied to rail tractive
effort, was still relatively new,
and not yet completely proved by
large-scale use. The other was the
human and business fact that the
Pennsylvania has always done: a
> great deal of coal carrying, and
you don’t willingly Jeave the store
of your friends and go shopping
_across the street. ’

Diesels
Besides, our own motive power

engineers .and those of aur. sup-:

pliers had raised the steam loco-
motive to a pretty high level of
performance, and had just put on
the rails some very advanced and
-efficient models. But inflation and
other factors had doubled the pre-

war cost of steam locomotives and-

coal, and the change to diesel be-
came-inescapable. Today, 10 years
later, we have one of the largest
fleets of diesels in the-industry,
as well as the largest fleet of elec~

- ‘good - many
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steam engines in
‘freight service, tnough you rarely
.see: them. here in _Philadelphia.
Some - of - them report- for work
every ‘cap; others turn out to bear
~a‘hand when extra Lelp is needed.
Unless someone comes up with an
-atomic steam locomotive, I doa’t
‘think we’ll ever be buying more
:steam.’ This passing of steam had
1to come, economically—though as
i'a life-long railroader I can’t help
‘remarking it’s like- seeing the
. heroes ‘of your youth pass along.
Together with this advance in
‘motive power -have come many
engineering . improvements de-
.signed to-take full acvan age o: i*,
- Most ‘of these were not new in
«principle, but new only in the ex-
tent to which it is developed and
. applied. I'd like to mention two

orthree you may not be aware of. -

.~ One is “centralized traffic con-
“trol”—where one man in a- cen-
i tral control tower operates signals
. and switches over many miles of
railroad. This is made possible by
; the tremendous progress in elec-
. trical engineering, including the
‘application of electronics. It en-
ables us to make: three tracks do
the work of four and two tracks
do the work of three. We can’t
use the system everywhere, but
where we can and do use it, it
helps save time, manpower and
equipment.

Electronic Yards

A somewkat similar advanrce'is
“the mechanized, electronically-
controlled, freight  classification
yards,.where one man at a control
machire can classify cars ard
make up trains faster than 30 or
40 brakem2n, sait hmen and
concuctsrs working by the ol sy:-
‘tem. The biggest and most mod-
‘ern of these yards is our installa-
“ tion at Conway, not yet completed
‘but partially in use—and already
producing considerable savings in
time and manpower,
« Train movement today is further
speeded, and safely speeded, by
train-to-train and train-to-con-
trol-tower telephone, by the du-
plication  of the wayside signals
ahead in the engineman’s cab, and
by automatic speed controls which
slow down or stop the train if- it
is not operated in accordance with
signal * indications. = Here .again
electrical engineering i3 helping

us step up our output in- ways not:

possible a few years ago.

Still another important-advanca
is in the mechanization of track
maintenance, which is a big-item
in a railroad’s budgst. Machirery
now does a great deal of the work
it ‘used to take hundreds of track
gangs to do, and does it faster,
cheaper and better. We have elec-
tronic machinery to detect hidden

flaws in rails—which:in the past:

was always difficult and some-
times impossible.

In Philadelphia and Pittsburgh
we now have apparatus emvloyi~g
electronic principles to spezd .up
ticket reservations and sales, and
are installing the svstem in New
York—at considerable savings in

time and human patience. .both. .

ours and-the customers. Behind
the scenes, application of elec-
tronic data-processing machinery
and streamlined methods of pa-
perwork handling are helping us

level off the mountains of ex-.

‘pensive paperwork - and -manual
< bookkeeping ' that railroads tradi-
i tionally have had to contend with.

Passenger Costs

.Even our - passenger service
deficit, one of the most stubborn
-and burdensome of our problems,

shows signs of some day yielding -

~to.the engineer’s skill. We aren’t
.sure yet, but many of us think
that at least part of the answer
will be in trains that are lighter
and less expensive to own, main-
tain "and run. One such train is
‘already on the:rails; others are
coming along.
As-engineers. you recoenize the
sketchiness of the list of improve-

‘trust certificates.

.- Thursday, March 8, 1956

ments I have taken your time to

mention. There are many others,

all aimed at the same- thing —
helping. us -face rising -costs and

the artificially unfair cempetitive -
position where - antique regula-

tions are holding us down. With-

out those improvements. we might .
by now be out of existence or run-
by government, which would be

almost as bad —:as the dismal

plight of a number of municipal-

ly-operated transit systems indi-

cates. : ; :

- I could, as I say, aj to the list

of the engineer’s contribution, but -
I think I have made my point.

There are just two things left to -

emphasize; they are mighty im-
poriant but can be said in a sen~"
tence or two apiece, i

Post W.r Job. .. G

One is that the engineer’s-post-
war job- for us is-onl/ -beginning. -
He helped pull .us throuzh our
postwar emergency, and has given
us the finest tool-of  cheap mass
transportation by land ever. de--
vised. It is.up to him to. keep
making that tool better and bet-
ter, and to show us how to keep
it abreast and evén ahead of the
changing requirements of the
traveler.and shipper.

The ‘other point goes back to
what I said- at the beginning—the
engineer’s role in keeping the
American way of life on a sound
actuarial -basis, and therefore se- -
cure. - It has -been an uphill fight,
but so far he has done. his'part
in keeping our.industry out of the
red—and keeping a great industry
out of the red is, to my mind,
the best way-to keep the “Reds”
out of industry.- But there agaia I
think you’ve only. begun. Our
nation will, I am convinced, come
to see the national importance of
allowing the railroads, on their
merits, to compete for full par-
ticipation in. our. growing econ-
omy. And the sooner that is done
—the sooner we will be able to
supply - the. engineers with the
money they need to make many
more of. the improvements for
which they already have every-

-thing that is needed but the cash.

The role of the -engineer. in rail-
roading has a great future as well
as- a great past.. More power to
your : profession.

Halsey, Stuart Group
(Offers Exuip. Tr. Cifs.

Halsey, Stuart & Co., Inc. and
associates . on Marca 2 offered
$3.900,000 of Chicaso & North
Western Rv. Co. 3% % equipment
maturing an-
nually Nov. 1, 1956 to 1970, in-
clusive.

These - certificates, third ' and
final -installment of an aggregate
issue not exceeding $11,700.000,
are vriced to yield from 3% to
3.75%, according to maturitv, Is-
suance and sale of the certificates
are subject to. the authorization
of tte Interstate Ccmmerce Com-
mission.

. The total -issue is to be secured
by 1575 box cars and 500 gondola
cars estimated to cost $14,630,390. .

Assnciated. in the offéring are:
Dick & Merle-Smith: R. W. Press-~
prich & Co.; L. F. Rothschild &

Co..Baxter, Williarrs & Co.; Free-
man & .Co.; Gregory. & Sons; Ira

.Haupt & Co.: The Illinois Co. Inc,; -
‘Wm: E. Pollock & Co., Inc., and -
: McMaster Hutchinson & Co. -~

With H. L. Jamieson -
(Special to TaE FINANCIAL CHRONICLE)
WALNUT CREEK, Calif—Del-
bert Hy Stewart is now with H. L. .
Jamieson Co., Inc., 1327 Main St.

.. Joins' American Secs. Co.

(Special to TEE FINANCIAL CHRONICLE)
. DENVER, Colo.—John MacKu-
sick is now with American Secu-
rities Company, -509 - Seventeenth
Street.

igitized for FRASER
(p://fraser.stlouisfed.org/
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tobacco products

Revenues:
Net. Sales
Other (net)
Total Revenues
Costs and Expenses: .
Cost of Goods Sold, Selling, Advertising,
and Administrative E
Interest
Federal and ne 2
Total Costs and Expenses ...
Earnings Before Special Credit
Special Credit—Profit on sale of property,
less capital gains tax ...t
Net Earnings
Dividends on Preferred Stock ($7 per share
in each year)
Earnings Applicable to Common Stock
($2.07 per share in 1955 including 34
cents from special credit; $1.98 per share

Dividends on Common: Stock. ($1.35 per

share in 1955; $1.60 per share in 1954)....

- Remainder of Earnings (retained for use in
the business)

o $228,345,096

. S222,714,869

Year Ended December 31
1955 1954
$231,046,695

~ 150,19
§231,196,685

$228,268,302
77304

$213,605,638
2,919,731
6,189,500

$215,936,851
2,620,891

. 6,287,000
$291,854,742

§ 6,342,143

$ 5,030,827
965,173

* § 6,596,000 § 6,342,143

686,000 686,000

$ 5,910,000 $ 5,656,143

3,851,257 .-4,564,450

$ 2,058,743 $ 1,091,693

Provision for depreciation: $1,246,422 in 1955 and $1,156,837 in 1954.

CONSOLIDATED RALANCE:  SHEETS
LIABILITIES

ASSETS

December 31

CURRENT ASSETS: 1955°

$ 6,521,814

Accounts receivable—customers (less
$402,203. in 1955 and $582,908 in
1954 for doubtful accounts and cash
discounts)

Other accounts receivable
Inventories (at average cost) :

Teaf tohacco i.i.oviiiiiiiininnrisnniiionins
Manufactured stock-and revenue
stamps ..

Materials and supplies
Total current assets

10,187,553
596,941

125,268,174

11,786,137
_ 3,934,024
$158,201,643

1954
$ 7,812,959

10,456,765
657,431

127,432,128

12,341,618

__ 441560
$163,116,595

PROPERTY, PLANT.
AND EQUIPMENT
(As adjusted December 31,1932 by au-
thorization of stockholders, plus sub-
sequent additions at cost, less retire-
ments) :

938,292
14,451,061
18,903,404

$ 34,292,757
8,803,966

Buildings and building equipment
Machinery and equipment

Less accumulated depreciation

$ 991874
9,546,357
_16,979,834

$ 27,518,065
8,842,842

Total property, plant, and

equipment—net $ 25,488,791

$ 18,675,223

OTIER ASSETS:
Mortgage note receivable
Prepaid expenses and deferred charges

Unamortized debenture discount and
expense 829,043

Brands, trade marks, and goodwill 1

300,000
1,453,903

$ 1,529,459

888,275
1

Total other assets $ 2,562,947

$ 2417735

$186,366,381

$184,209,553

'7 /3;?;6‘9

PIDE MIXTURE

SOME LEADING PRODUCTS OF P, LORILLARD COMPANY
* ESTABLISHED 1760

AMERICA'S OLDEST TOBACCO MERCHANTS

CURRENT LIABILITIES:

Notes pavable (banks) ....

Accounts payable %

Debentures due within one year (les
held by Company) ...

Accrued taxes .

Accrued payrolls ..

Accrued interest ...

Other accrued liabilities .

Total current liabilities ...
LONG-TERM DEBT.

Notes payable (3% and 3V4% )—due
serially October 1, 1957 to July 1,
1963 ¢

Twenty Year 3% Debentures, due
October 1, 1963 ($600,000 to be re-
tired annually to 1962)

Twenty-five Year 3% Debentures, due-
March 1, 1976 (8350,000 to be re-
tired annually to 1975)

due April 1, 1978 (8675,000 to be
retired annually to 1977)
Total long-term debt ...
RESERVE FOR CONTINGENT
INCENTIVE COMPENSA'TION. .
CAPITAL AND
RETAINED EARNINGS:
7% Cumulative Preferred Stock (par
value $100 per share)—
authorized 99,576 shares;
issued 98,000 shares..........ccevenee
Common Stock (par value $10 per
share) —
authorized 5,000,000 shares;
issued 2,852,854.89 shares
Additional paid-in capital (premiums
less' expenses on common stock
issued)
Earnings retained for use in the
business
Total capital and retained
earnings

Covenants limiting the payment of dividends cn common
or retivement of such stock are contained in the debentu

Twenty-five Year.33,% Debentures, .

December 31
1955 - 1954

$ 32,700,000 $ 40,700,000
3,984,374 4,288,466

1,159,000 850,000
6,344,511 6,851,057
660,153 616,643
534,836 467,437
460,193 466,196

$ 45,843,067  $°54,239,799

$ 10,000,000
13,600,000  $ 14,200,000

13,950,000

: 14,300,000

21,825,000

i ) +22,500,000
§ 59,375,000
|

$ 51,000,000

$ 119,817

$ 9,800,000 § 9,800,000

28,528,549 » 28,528,549

8,085,578
34,614,370

8,085,578
32,555,627

$ 81028497  $.78.969,754
§186,366,381  $184,200,553

stock and the purchase, redemption,
re indentvores and in the note ngree

ment. Under the most restrictive of these covenants the amount which could ‘have becen ex=
pended for the foregoing purposesat December 31, 1955 wus limited to approximately $7,058,000.

Other Products

Cigarettes
MURAD '
HELMAR

Smolking Tobaccos
FRIENDS
INDIA HOUSE

Chewing Tobaccos
BAGPIPE
HAVANA BLOSSOM

We'll be glad to send you
a copy of our illustrated
Annual Report for 1955,
Write P. Loriliard Company,
119 West 40th Street,
New York 18, N.Y.
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First Effects of the
British Credit Sqneeze

By PAUL EINZIG

Disinflationary measures are found taking effect sut, unless
the inflationary situation is corrected, Dr. Einzig expects
Britain’s Chancellor of the Exchequer to deliver a “tough”
budget, April 12, and the stock market to be unhappy. Set-

backs in some businesses and

the government’s fair but firm

challenge to vmions is believed halting the wage spiral, and

in turn, requires firms to reduce prices, profits, and dividends.

Di. Einziz finds it important now that increased exports absorb
' goods freed from ~2mestic consumption.

LONDON, Eng.—Mr. M _mil-
lan’s disinflationary mea’ cesare
at least beginning to show their
effects. During the first two

. months of
.the year there
has been a
distinct slack-
ening of de-
mand for con-
sumer durable
goods. Both
theautomobile
industry and
the radio in-
dustry are be-
ginning to feel
the combined
effect of the
credit squeeze
and the re-
strictions on
instalment credit. A number of
firms reduced their output, and
this = necessitated the -dismissal
of some of their workers. The
total involved cannot be more
than a few thousands all told, but
many times more workers are put
on short-time, or at any rate their
over-time work has been stopped.

The extent of unemployment
created so far is quite negligible.
A state of over-full employment
continues to prevail. Even though
statistics of unfilled vacancies are
not very up to date, there is rea-
son to believe that the number
of vacancies continues to exceed
considerably that of the unem-
ployed. The extent of the change
in the employment position has
not been sufficient to alter ma--
terially the balance of power be-
tween employers anhd employees,
except perhaps in the motor in-
dustry and in the radio industry.
Employees in the engineering in-
dustry have just succeeded in ob-
taining wages increases of be-
tween 8 and 9%, which means the
creation of additional purchasing
power amounting to at least £75
million a year. It is true, they
originally claimed an increase of
15%. Possibly they would have
held out for over 10% if it had
not been for the setback in busi-
ness activity. in, other- industries.
As far as engineering firms are
concerned, they continue to work
to capacity and their delivery
dates are still too long. Having
regard to this circumstance the
comparatively conciliatory atti-
tude of the engineering unions
was a welcome surprise. One has
to be thankful for small services
these days.

" In the course of March the
Prime Minister, Sir Anthony Eden,
will have a series of consultations
with representatives of the Trade
Union Congress and of the various
employers’ organizations. Similar
consultations were held last sum-
mer, with the object of achieving
better industrial relations and
stopping the wages spiral. The re-
sult was entirely negative, be-
cause the unions then held all the
trumps. Today the nosition is
somewhat different. The unions
must realize that Mr. Macmillan’s
recently announced measures
were only the first instalment and
that he is prepared to go much
further to break the wages spiral.
Even though Mr. Macmillan em-
phatically reiected suggestions
that he should aim at creating
unemployment as the only effec-
tive means "of checking inflation,

Dr. Paul Einzig

quite conceivably he will raise
the bank rate further if necessary
and this isg liable to lead to more
dismissals of workers. The unions
are well '‘aware of this and it is
therefore, conceivable that they
are prepared to moderate their
wages demand in return for an
undertaking by the Government
not to carry the disinflationary
measures too far,

There is reason to believe that
the Government does mnot intend
to drive a hard bargain. In the
course of his imminent consulta-
tions, the Prime Minister is not
expected to demand a . wages
freeze, He is expected to insist,
however, that wages demands
should be moderated considerably
and ‘deferred as far as possible
during the period of the Govern-
ment’s disinflationary drive. The
official argument runs as follows,
With the contraction of domestic
demand as a result of disinflation-
ary measures, it has become more
important than ever, in the in-
terest of maintaining full emplov-
ment, to increase exports, = Al-
though the fall in domestic de-
mand will increase the exportable
surplus in many goods, exports
can only be increased if prices are
competitive. Moreover, to the ex-
tent to which there is a decline
in the output it is essential that
this decline should be accompan-
ied by a corresponding decline in
consumer - purchasing power, If
the latter is maintained, or even
increased, as a result of wages in-

‘creases, then too much money will

be chasing once more too few
goods. : ¢

Once the inflationary situation
is corrected, the increasing trend
of output will be resumed. It w11
then become possible once more
to grant wages increases without
the risk of producing ‘inflationary
effects. The Prime Minister will
appeal to the unions that they
should exercise self-denial until
such a change is brought about.

At the same time, the Govern-
ment is expected to press employ-
ers’ organizations to cut prices and
to keep down:profits and divi-
dends as far as possible, This is
essential, not only from the point
of view of its direct effect on in-
flation, but mainly because of its
effect on the: attitude of labor.
Wages restraint will become more
practicable if it is combined with
a restraint of profits and divi-
dends. Some recently announced
profits showed striking increases
compared with the previous year.
Trade union officials would find it
difficult to restrain the appetite
of their members unless they can
point to a certain degree of self-
denial by employers.

Perhaps it would be optimistic
to expect that the present series
of consultations will produce the
desired result. Most probably it
will be necessary to administer
another dose of the disinflationary
medicine before the unions can
be induced to moderate their de-
mands to a sufficient extent. Op-
portunity for this will be pro-
vided by Mr. Macmillan’s first
Budget, the details of which will
be announced on April 10. Unless
by some miracle a turn of the
trend should occur within the
next few weeks, it will have to be
a “tough” Budeget. It is no won-
der that the Stock Exchange is

not in a happy mood. The popular
assumption is that things will
have to get worse before they can
get better.

Halsey, Stuart Group
Offers Bell Telephone
31,4% Debentures .

Halsey, Stuart & Co. Inc. ¢nd
associates yesterday (March. 7)
otfered $35,000,000 of Bell Tele-

phone Co., of Pennsylvania. 40-

year 3% % debentures, due March

1, 1996, at 101.123% and accrued -

interest, to.yield 3.20%. Award
of the issue was won by the un-
derwriters ‘at :competitive ' sale
March 6, on a bid of 100.563%.
Net proceeds: from the sale of
the debentures will be used by
the company to repay outstanding

advances from 'its parent organ- -
ization, American Telephone & :

Telegraph Co. These advances are
expected to approximate - $13,~
300,000 at the t'me the proceeds
are received. The balarce of the
net proceeds will be used to reim-
burse the company s treasury for
expenditures made for extensios,
additions and improvemen:s to its
telephone plant. ii's

The debent.res are redeemable
at the option of the company, at
redemption prices ranging from
1041939, to par, plus accr.ed in-
terest. :

‘the Bell Telephone Co. of
Pennsylvaria is engaged in the
business of furnishing communi-
cation services, mainty' lo.al and
toll telephone service,  in the
Commonwealth of Pennsylvania.
On Dec. 31, 1955, the company had
3,409,612 telephones ia serv.ce, of
which about 38% were "in the
Philadelphia metropolitan area
and about 18% were in the Pitts-
burgh metropo'itan area, The
company furnishes to'l service b=-
tween points within the territory
in which it operates, in certain
cases in conjunction with connect-
ing companies. Services of the
company also include teletype-
writer exchange service and serv-
ices and facilities for private line
telephone and teletypewriter use,
for the transmission of radio and
television programs and for other
purposes. :

For the year 1955, the company
had total operating revenues of
$297,275,380 and nect income of
$32,378,245.

Other members of the under-
writing syndicate include: A, C.
Allyn & Co. Inc.; Bear, Stearns &
Co.; Blair & Co. Incorporated;
Coffin & Burr Inc; Lehman
Brothers; L. F. Rothschild & Co.;
Shields & Co.; Weeden & Co.;
Gregory & Sons; H. Hentz & Co.;
Ball, Burge & Kraus; R. S. D'ck-
son & Co. Inc.; New York Han-
seatic Corp; Baxter. Williams &
Co.; Bache & Co.; Courts & Co.;
Ira Haupt & Co.; The Illinois Co.
Inc.; Wm. E. Pollock & Co., I,
Shgarson, Hammill & Co., and
Swiss American Corp.

- Boettcher Adds to Staﬂ':_

(Special to Tr, FINANCIAL CHRONICLE)
DENVER, Colo. — Charles C.
Hemenway is now with Boettcher
and Company, 828 Seventeenth
Street, members of the New York
Stock Exchange... ; |

P A

With Greenberg, Strong
(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo. — Barry S.
Dunevitz is now with Greenberg
Strong and Company, First Na-
tional Bank Building.

Joins Brown, Madeira

(Special to THE FINANCIAL CHRONICLE)
ORLANDO, Fla, — Harold R.
Emery is now affiliated with
Brown, Madeira & Co. Mr. Emery
was previously with Security As-

sociates, Inc. of Winter Park.

The Commercial and Financial Chronicle . . . Thursdsy, March 8, 1956

Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

The Treasury offered holders of the maturing 13s and 1¥s,
the same choice as was given to owners of the December maturi-.
ties. The December exchange or “roll-over” was not one of the
most successful of the Treasury’s refunding operations, because
the attrition was large and the'Federal Reserve Banks had to step
in and make purchase of one of the issues which was offered in
place of the securities which were coming due. The money sit-

. uation, according to advices from Washington, is quite a bit better -
now and therefore no help is expected to be necessary from the
Central Banks in this refunding.

The holders of the 13%s of-March 15'had the option of ex-~
changing this maturity for. either the 11-month and 10 days 23s
or the 27%s due June 15, 1958, which issue was reopened for this
operation. The owners of the 1ls due: April 1 (and held almost
entirely by the Federal Reserve Banks) were allowed to exchange
this security only for the 2%s due Feb. 15, 1957. %

Reserve Banks to Take Shortest Issue

The Federal Reserve Banks as the largest owners of the ma-
turing obligations. will ‘beyond any doubt accept the  shortest
maturity in the refunding offer of the Treasury. It had been
‘rumored in the financial district that the Central Banks might
be given an opportunity also of exchanging their holdings or at
least a part of them for Treasury bills, The fact that the Federal
Reserve Banks have beén heavy sellers of the 91-day Treasury
issue in order to keep the money market on the tignt side has
sharply reduced their holdings of the shortest Government obliga-
tion. x

_An exchange of the maturing securities which the Central
Banks owned into Treasury bills would have replenished their
position in the shortest maturity issues which has been used for
money market control purposes. It is evident t:at as long as the
presently prevailing “open market” policies are in effect, Treasury
bills will be the only medium for carrying out such an operation.

President’s. Decision Previously Discounted

The announcement by President Eisenhower that he would
seek a second term appears to have had practically no effect upon
the money markets. There is no denying, however, that while
the country was looking for a decision from President Eisenhower,
this uncertainty was a factor in the money market. It was the
opinion of not a few money market specialists that changes might
have been in the making as far as money matters were concerned,
if President Eisenhower had decided not to be a candidate for a
second term. However, as it turned out, the money markets had
such a decision well discounted, because the effects of it upon
qguotations and yields in the Government market were almost
non-existant. ;

Because psychology plays such an important part in our mar-
kets today, it has to be given consideration as a short range factor,
and the decision of President Eisenhower to run again seems to
have removed one of these conditioning factors from the money
markets.

Market Operations Reflect Business Trend

Even though the refunding operation of the TreaSury is-the
all-important on the spot business for the money market, the eco-
nomic picture is not being lost sight of by 'a long shot. It is evident
that the demand for loanable funds is still very sizeable, but not
as pressing as it was in the not-too-distant past. Therefore, there
is more evidence appearing each day that money which ordinarily
would be seeking an outlet in other than the money markets is
being put to work in selected issues of Government securities.

It is indicated that these funds are being pretty well spread
throughout the whole list, but the trend toward the most distant
ﬁbligations apparently is somewhat more pronounced than it has
been.

May Re-open 3s of 1995

The demand for a long-term Government bond which would
meet the needs of certain investors such as pension funds, both
public and private, trust accounts, savings institutions, and to a
more limited extent some commercial banks, does not appear to
be in the offing for the immediate future. Nonetheless, it is be-
lieved in some quarters that if this demand for a long Government
bond should continue to improve, the Treasury might be inclined
to reopen the 3s of 1995. ;

Switches, according to advices, are still as important as ever
to the Government market, with the discount 2% % bonds being
well taken by those that have been moving out of the intermediate
and short-term issues. A

With First Florida

(Special to THE FINANCIAL CHRONICLE)

With Merrill Lynch

(Special to THE FINANCIAL CHRONICLE)

ORLANDO, Fla. — Merrill A.
Craig has become connected with
First Florida Investors, Inc., 21
South Court Street.

Curtis Merkel Adds
(Special to THE FINANCIAL CHRONICLE)

ST. PETERSBURG, Fla.—
Charles Conrad has become con-
nected with Curtis Merkel Com-
pany, Inc., 601 First Avenue,
North.

Joins Féderated Secs. .

(Special to THE FiNANCIAL CHRONICLE)

WINTER PARK, Fla—George

A. Tyler is with Federated Secu-
rities Company, Inc., 539 North

Orlando Avenue. i

ST. PETERSBURG, Fla.—
Donna J. MacDonald has been
added to the staff of Merrill
Lynch, Pierce, Fenner & Beane,
568 Central Avenue.

With E. F. Hutton Co.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif. — E.
Richard Douglas is now with E.
F. Hutton & Company, 623 South
Spring Street.

Joins Revel Miller
(Speeial to THE FINANCIAL ‘CHRONICLE) *
SANTA MONICA, Calif. — K.
AMda Hall is now with Revel
Miller & Co., Bay Cities Building.
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Fruehauf Trailer Go.
- Dekenlures Offered

by Lehman Bros. Group.

"Lehman Brothers and as:zociat: s

yesterday. (March 7). offered two.
debentures issues of Fr.ehauf'

Trailer Co. viz: (a) $37,500,000. cf
. 4% convertible subordinated de-

. bentures due March 1, 1976 and -

(b) $10,000,000 of 4% sinking fund
debentures due March 1, 1976.
.'The convertible subordinated de-
bentures are priced at 102%2%
and accrued interest, ani the
sinking fund debentures at 100%
and accrued interest.

Purpose of the offering .of the
two issues is to provide additional
working capital and funds to meet
the needs of the (ompany’s ex-
panding business.- Avnnual sales
during the last five years in-
creased from $161,612,000 in 1951
to $234,612,000 in 1955, the highest
annual volume - in the company’s
history. The increased sales vo'-
ume reflects new developments

. made by the company in the con-
struction of trailer equipment in-

cluding the new Volume Van line;.

and the growing needs of the
transpertation industry for over-
the-high-way and railroad “Piggy
Back” equipment. This incrcased
sale volume has requirel adii-
tional working capital for the
purposes of carrying increased in-
ventories and financinz sales of
the company’s product and also
has required subs‘antial expe:-
ditures for additional plant facili-
ties. Initially, part of the proceecs
from today’s offering will be u-ed
. to . reduce current bank loars
which were incurred to finénce
the expanded volume of business.

The subordinated debentures are
convertible into common stock at
$29 per share. The issue has the
benefit of sinking fund provisiors
under which the company, at its
option, may retire up to $1,875,000
annually beginning March 1, 1961
through 1965. Beginning March ],
1966 through March 1, 1970, Frue-
hauf is required to r:zt're $1,875,-
000 annually, and, at its option,
may retire up to an addition:l
$1,875,000 in those years. Be-
ginning March 1, 1971 through
1975, it is required to re'ire $3,-
000,000 annually, and, optiorally,
may retire up to an additional
$3,000,000 in each of the years.

Under the sinking fund provi-
sions of the sinking fund debzn-
tures the compeny is required to
retire $500,000 annually beginnirg
March 1, 1961 and, at its option,
may retire up to an addi.ional
$500,C00 in each year.

Fruehauf Trailer Co. is the
largest: manufacturer of truck-
trailers in the United Stat2s. The
company, together with its
wholly-owned subsidiary, Frue-
hauf Trailer Co. of Canada, Ltd,
manufactures and sells approxi-
mately 50 different types of ru:k-
trailers and accessories, parts a“d
services. Fruehauf Trailer Fi-
nance Co., a wkolly-owned subsi-
diary, finances installment sales of
the company’s produvcts and since
its inception in 1948 h:zs grown
to rank among the nation’s largest
installment finance companies.
Thirteen manufacturing plants a“e
located in the United States and

one in Canada. In adlition, Frue-
hauf operates 81 sales and service
branches located on strategic com-~
mercial transportation routes
throuchiout the United States and
Canada. :

Barclay Inv. Co. Adds

(Special to TaZ FINANCIAL CHRONICLE)
CHICAGO, Ill. — William H.
Gardner is now with Barclay In-
vestment Co., 39 South La Salle
Street. He was previously with
the City National Bank & Trust
Company.

(1185)

A Record Year for J&L

HIGHLIGHTS OF J&L'S RECORD YEAR

1955

Sales and operating revenues
b
Production of steel ingots (net tons) 6,190,000

Shipments of rolled steel products
(net tons)

4,418,000
Net income
Net income per share of common stock $7.73
Working capital
Long-term debt

Additions and improvements to plants  $37,705,000

1954

$696,538,000 $492,941,000

4,570,000

3,203,000 ,

$50,104,000,.,,$25,032,000

$3.80

$165,330,000 $123,977,000
$105,473,000 $113,972,000
$27,924,000

For the complete story of J&L's record year, write for your copy of
J&U's Annual Report for 1955. Address: 516 Public Relations De-

partment, Jones & Laughlin Steel Corporation, Pittsburgh

30, Pa.

The year 1955 was a record year for J&L.
We produced more steel, sold more goods,
paid more wages, earned more money and
paid more dividends to our shareholders than
in any other year in our history. The results
of our operations, together with the growing
needs for our products, encouraged our de-
cision to expand materially our plant im-
provement plans.

In the ten-year period 1946-1955, J&L spent
$521 million on plant improvement and ex-
pansion. This amounts to $83 a share of our -
present common stock. _

We have improved our raw material posi-
tion; increased and made modern:our pro-
ductive capacity; broadened our research
program; and made progress in management
development, internal controls and relations
with our employes.

J&L in 1956 is a vastly changed company
from J&L in 1946. We are now engaged in
further important programs affecting all phases
of our business.

Jones & Laughlin

STEEL CORPORATION:- PI'TTSBURGH’.
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NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED 1
CAPITALIZATIONS

Hugh G. Bergen, President of
the Nassau County Bar Associa-
ticn, has been appointed to tne
Queens Advisory Committee of
The Chase Manhattan Bank, of
New York, J. Stewart Baker,

President, announced on March 1.

Mr. Bergen, a Past President of
tbe Queens County Bar Associa-
tion, is a member of the law firm
of Weller, Rogers, Bergen, Roch-
ford & Froessel in Jamaica.

LI

The directors of the City Bank
Farmers Tiust Company, New
Yerk, have announced the ap-
pointment of Eben W, Pyne as
Executive Vice-President and Di-
vector and Joseph E. Morris as
Executive Vice-President,

At the same time Bascom H.
Torrance, Vice - President, was
given the additional title of
Chairman of the Trust Investment
Committee, and Alexander W.
McGhee,  Vice - President, was
ziven the additional title of Treas-
urer.

Prior to his appointment, Mr.
Pyne was Vice-President and As-
sistant to the President of the
trust company. Mr. Morris was a
Vice—Presidept. o

R. Keith Kane has been elected
to the Board of Trustees of the
United States Trust Company cf
New York, according to a state-
ment released March 1 by Ban-
jamin Strong, President. Mr,
Kane, a member- of the law firm
of Cadwalader, Wickersham &
‘Taft, served as Special Assistant
to the Attorney General of the
United States, 1940-19842; Special
Assistant to the Secretary of the
Navy, 1943-1945; Adviser to the
United States Delegation to the
United Nations Coaference on In-
ternational Organization in 1945,
Mr. Kane is'a member of the
Advisory Board, Wall Street In-
vesting Corporation,
| % % %

The appointment of Walter ‘A.
Blankfort as Vice-President of
Sterling National Bank & Trust
Company of New York was an-
nounced on March 1 by the bank.
Mr. Blankfort joined Starling Na-
tional at its main office, 39th

Street and Broadway, on March’

5. Before “joining Sterling Na-
{ional, hz was President of Wal-
ter A. Blankfort, Inc., a New
York jewelry firm, which he
founded in 1945. Prior thereto, he
served as President of Geo. W.
Steward Co., Inc., jewele:s, from
1939 to-1945, and previous to 1939
he operated his own tzxtile.con-
verting and' sale representative
organization.
i £ % *

Philip J. Chetta has been ap-
pointed an Assistant Secretary of
Manufacturers Trust Company of
New York, it was announced on
March 7 by Horace C. Flanigan,
President. He is assigned to the
company’s Empire State office,
Jifth Avenue at 34th Street. Mr,
Chetta . had been a credit execu-
{ive with Robbins Mills, Inc., from
7.948 to 1954, and more recently
with Amwool Financial Corpora-
tion. Prior to 1948 he had been
fissociated  with the National
Credit Office, Inc., for 14 years.

* # #

The appointment of Richard -C.
Cennolly as a new officer of the
JLong Island Trust Company of
(Garden City, N. Y. has been an-
nounced by Frederick Hainfeld,
dJr., Long Island Trust Company,
PPresident. Mr. Connolly assumed
his duties as an Assistant Vice-
President on March 1 and is as-
signed to the main office in Gar-
cen City, Mr, Hainfeld stated. Mr.,

Connolly comes to the Long Island
Trust Company from the County
Trust Company of White Plains,
N. Y., where he served as an
Assistant Vice-President since
January, 1955, He has had 22
years of banking experience be-
ginning in 1934 when he joined
the staff of the Federal Reserve
Bank as an analyst and bank ex-
aminer. He remained with tae
Federal Reserve until 1945 when
he joined the Bankers Trust Com-
pany where his experience was
primarily in the Trust Depart-
ment. In 1954 he moved to the
Chremical Corn Exchange Bank
working on the development of
new business and as a represen-
tative of their Special Services
Division,
# %

Ralph T. Tyner, Jr., Chairman
of the Board and President of the
National Bank of Westchester at
White. Plains, N, Y., has an-
nounced the appointment of
Frank Gollow, Jr., Assistant Vice-
President, as. Manager of the
bank’s 42 Oak Avenue ‘office to
succeed the late John F, Boland.
Mr. Gollow formerly was assistant
to Mr. Boland.in this capacity.
Mr. Gollow has been connected
with the bank since 1932 when
it was the First National Bank
and Trust Company of Tuckahge,
Other managers of National Bank
of Westchester in Tuckahoe are
Ralph B. Feriola, Vice-President
in charge of the Crestwood office,
and Francis Link, Assistant Vice-
President, in charge of the bank’s
Eastchester office.

! % % &

Increased {rom $570,000 the
capital of the Highland-Quass :ick
National Bank & Trust C;mpany
of Newburgh, N, Y. became $759,-
000 on Jan. 18 following the dec-
laration of a stock dividend of
$250,000.

* &% 0

Stockholders of Marine Midland

Corporation of Buffalo at their

annual meeting hzld on March 7
elected two new directors, Wi'-
liam I. Myers, Dean of the New
York State College of Agriculture
at Cornell Univ:irsity and Gezo: ge
C. Textor, President of The Ma-
rine Midland Trust Company cf
New York. Mr. Myers has oc-
cupied his present position since.
1943 and has served Cornell Uni-
versity in warious teaching and
administrative c:pacities cinze his
graduation there in *1914. Frcm
1933 to 1938 he served as Gov-
ernor of the Farm Credit Adm‘n-
istration in Washingto», D. C. He
is'Chairman of th> National Ag-
ricultural Advisory Commission,
and he is active in the administra-
tion of other commissions and is
a member of the Board of Direc-
tors of Marine Midland Trust®
Company of Southern New York.,

Mr. Textor has beea with Tae
Marine Midland Trust Company
of New York since 1916. Elected
Executive Vice-Pres'dent and
Secretary in 1952, ke became
President in 1955. He als) serves
on the board of direcors of sav-
eral corporations and is a member"
of the Association of Reserve City .
Bankers and a Governor of the
Bankers Club of America. All of
the present members of the Ma-
rine Trust Co. Board were re-
elected at the meeting. Share-
holders also approved the increase
in the number of authorized com-
mon shares from 10,000,000 to 12,-
000,600. ;

# * #*

The Carthage Nationil Ex-
change Bank of Carthage, N. Y.
acquired recently by Marine Mid-

Iand Corporation merged on

'
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March 5 with The Northern New 000 effective Jan.
York Trust Company c¢f Water--$500,600 previously.
town, N. Y., another Marine Mid- 8 % %
land Bank, The Carthage Na- The Fourth National Bank in
tional Exchange Bank, which had Wichita, Kan., on Feb. 15 reported
assets of approximately $5,712,- a capital of $4,003,000, as com-

19, against

000, has become the Carthaze Of- pared with $3,000,000 previously.:

fice of The, Northern New York A stock dividend of $500,00) and
Trust Company, which also oper- the sale of a 'like amount of new
ates ofiices in Adams, Alexandria stock were the means of enlarg-
Bay, Antwerp, Copenhagen, Evars ing the capital.
Mills, Malone, Massena and Pots- p TS .
dam. Total resources. of The
Northern New York Trust Com- tional Bank of Kansas Ciy, M).
pany are reported in the neigh- was raised 1o $1,00),0.0 frcm
borhood of $65,6.0,030. $800,0C0 as of Feb. 15, the ia-
# % #
A stock dividend of $52,000, has by a
brought about an iicrease inthe and the sale of new stock of a
capital -of the Na ional Bank cf Similar amount.
Commerce of Portland, Me., from on TEL S
$500.000 to $559,000 efrective Jan.  The First

18, 1956,
* % #

ek

National Bank o?

ary increased its capital from $1,-

With an addition to its capital 50,000 to $1,750,00) by a stock-
of $150,000 the City National dividend of $250,000 has further-

Bank of South Norwalk, Conn,, on enlarged the capital by the fae
Feb. 20 reported that the capital of $2_50,0C0 of new stock, thus
had been raised to $300,000, as bringing the capifal {o $2,020,000

compared with $150,000 previ- as of Feb. 23. The previous in-:

ously; the increase was realized crease was noted in these columas
by a stock dividend of $50,000 and Feb. 23, page 956.
the sale of $100,000 of new stock. .4 %
% Ed #
The stockholders of the U-ion: have approved th» rmerger cf
County Trust Company of Elizi-; Southern Commercial & Savinrws
beth, N, J. at their aznual me:t-; Bank of Pasadena, Calif. with
ing on Jan. 17, app-ove’, by 1ote | First: Western Bank ani Trust
of 104,970 shares in favcr and :Company of San Francisco, J.
1,276 against, an amendment-to |Arthur Taylor, Vice-Chairman o*
the certificate of incorporation-ithe Board of Directors -and Fir t
which provides that stock divi- Western’s. Senior ' Execitive in
dends may be paid from time to Eouthzrn California, announced
time at the discretion of the di- on March 2. Shareholders of ths
rectors, Pursuant to such autor- two banks had previously voted
ity, President George W.- Bauer- for the consolidation. The Pasa-
has advised the stockholders‘as dena bank’s two offi-es became
of March 1, that the bank’s Board .an integr:l part of F'rs: Wes'era’s
has declared a 4% stock div dend statewide system on March 5. Thae
payable March 1, to the stock-: Seuthern Commerc'al & Savirgs
holders of record Feb. 7. In other it: is reported had resources of
words, this he said, is at the rate $13,652,000 at th> end of 1955 a ' d
of one share for each 25 shares total deposits of $12,351,00. 1In
now held. ’ addition to its main -office in
In cur Dec. 1 issue, page 2326, Pasadena it has a branch offic> in
it was noted that the directors San  Marino. The con-oli ation
were recommending - that = the gives First Western its fou~t1 of-
stockholders at their annual meet- fice in Pasadena and its first in
ing on Jan. 17 approve an amend- the city of Sen Mari-0. The same
ment to the Certi.i a e of Incor- day (March 5) the tao officas of
‘poration enabling the directo s to Southarn Commer.ial & Sav'ngs
declare stock dividends from timre Eank were added to the First
to.time at their dis‘retion. In his .Western system the bank opened

March 1- advices to the stock- anew office in Westlake Shopping"

holders, President Bauer said in Certer, a subury of San Francis-
part: co. Thus March 5, First Western’s
“As indicated in my letter of System reported .73 offices in 56
Nov, 17, 1955 and as you may have California communit'es. The pra-
gathered from the annual report, Posed merger of the Soutiern
your bank continued ty expaad ifs Commercial & Savirgs Bank of
facilities to meet the neads of the Fasadena with First Western Bark
area. This means that a substan- & Trust was noted in our Feb, 9
tial amount of earnings must ke 1Ssue, page 740. . -
retained in the businsss in ord:r W F IR ‘
tp preserve .an anpropriate rela- . ' Frank L. Kin=, Precident of the
tionship of capital to deposi's, In California Bank of Los Angeles
case of a stock dividend, .this.is in a letter 1o sh reholders regard-
donq by a transfer from undivided ing the proposed merger of Hally-
profits to capital account and wood State Bank of Los Angeles
does not result i1 a diminution of into Califorria Bank, statei that
cgpital funds.” California Bank will acquire all
w0 % . % assets ard assume-all d- posit and

The New Castle County Na- other liabilities “of Hollywcod
tional Bank of Odess1, D:1. (hav- State Bank and in exchange there-
ing common stozk of $100,000) was for the 28,395 outs‘anding shares
merged with 2nd into the Equ'- of Hollywood Stat> Pank will be
table Security Trust Company of converted.into 79,506 sharzs of
Wilmington, Del. under. tie.Califcrnia Bank sto k to be issurd
charter and title of the latter; t e for that p.rgose. Upon the m rger
merger became effertive as of becoming effect've, Wade E. Bzn-
Feb. 10. nett, President of Hollywood State
® w4 . Bank, will become a Vice-Presi-

A capital of $2,500,000 was an- dent of California Bank and will
nounced . by the Third: Nation 1. have administr tive cuperv'si-n
Bank and Trust Co. of Dayton. ©Of the bank’s offices in th> Holly-
Ohio effective Jan. 17, increascd Weod and Erentwo-d area*, All
from $2,200,000 &s a-result of a-Other membars of the Hollywcod
stock dividend of $300,000. State Bank sta(f will continue in
PR their accustomed places.’ Share-

Increased ‘from $759,000 the holders of the kanks will act
Millikin National Bavk .cf D:- March 29 on the merger azree-
catur, Iil. reporied its capital on ment. California Bark present y
Jan. 20, as $1,000,000 as a res:1t has 49 branch offizes throughout
of a stock dividend of $250,000. the Los Angeles Metropolitan
The new capital became efective area. Its tot:l resourc=s are in
Jan. 20. ) . excess of $800,002,000.- Hollywocd
¥ % % State Bank’s heai of{ic2 is lo-

The Stock Yards Natlon-1 Bark cated at Highland Avenue and
of South St. Pau!, Minn, hes added Santa Monica Boulevard. The
to its capital to the extent of lkank has tot:1 résources o° mor2
$100,000 by a sto k divi en?, than $43,000,000. An item bz2ar-
whereby its capital became $502,- ing on the proposed merger :p-

The capital of tie Traders Na-

crease having been brought about-
stock dividend of $10),00),

Montgomery, Ala, which i1 Jaru-/

Bank regulatory author'ties

..ronto, Canada.

peared in our Feb. 16 issue, page
854, PR .

More than $1,000,000 has been
added to the capital cf the Citi- -
zens National Trust & Savings
Bank of Riverside, Calif. as a re-
sult of which the capital has be-
come $4,968,000 increased from
$3,846,000, the n.w capital having
been brought about by the sale of
$552,000 of new stock, and a stock
dividend also of $552,000. The en-
larged - capital became effective
Feb. 23. )

% % # 3

The Canadian Bank of Com-
merce, head office, Toronto, has
announced that George B. Currie,
an - Assistant General Manager,
has assumed .
charge of the ; g
Ontario (Can-
ada), region
of the bank.

He succeeds
Kenneth A.
Gardner,
Assistant
General Man-
ager, who will

shortly as-

sume charge
of the bank’s
credit division
at the head y
office in To- weorge B. Currie.,
Following graduation from Mc=
Master University in 1947, Mr.
Currie had experience in various
branches of the bank and at the
head office. Since 1952, he has
served - successively as Assistant
Manager in Hamilton (anada),
Inspector at the head office and
Assistant’ Manager of the mai
Toronto branch. ;
el T :
The directors of the Na‘ional
Bank of India, Ltd. have declared
a szcond interim divideni for, the
year ended Dec. 31 last of 7% %,
less income tax, payab’e on and
after April 3. This interim divi-
dend has been declared now in
place of the final dividend which
would normally ke recommended
for approval at the Annual Gen-
eral Meeting, the date of which
will be notified to Shareholders
later. A

Credit Suisse, Zurich, one of the
oldest and largest Swiss banks,
adopted on March 5 the name
Swiss Credit Bank as its legal
title in Englisa to give Enghsh
speaking people a better idea of -
the firm’s business finctions, ac-
cording to W. Niklaus, senior
agent of the American branch in
New York City. “Although we
are known to literally t‘*xousan_ds
of people here,” Mr. Niklaus sa'ud,
“we believe this change in title
will provide a clearer picture ‘of
our activities for ev:n more: peo-
ple.” Activities of the New York
Agency, which w.s es ablished 'in
1940, include: Foreign exchange,
foreign remittances, loans a=d dis-
counts, commercial and travelers
letters of .credit,: collections, and
the purchase, sale and safekeep-
ing of securities. As of Dec. 31,
1955, Credit Su'sse it is in“icated
had total assets of 3,049,000,00
Swiss francs, equ-l to  approxi-
mately $709,0€0,000. N t profits
increased from 19 300.000 Swiss
francs ($4,500,007) i1 1954 to 21,
500,000 Swiss francs- ($5,010,000)
in 1955. The ba“k has 39 offices
throughout Switzerland in: a*di-
tion to its home office in Zurieh.
Its affiliated companies are Swiss
American Corpora‘ion, New York
City; and Credit Suiss: (Canada)
Ltd., Montreal.

Joins Burton, Dana

John J. Wentworth-has joined
the New York of’ice of Burton,
Dana & Co., 129 Broadway, New
York City, members of the New
York Stock Exchangz, as a regis+
tered representative, the firm an-
ncunced. Mr. Wentworth was for-
merly with White, Weld & Co.

|
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Morgan Stanley Group - -
Underwrites Riegel
Paper Corp. Offerings -

Riegel . Paper Corp. is offzri g
to'‘holders of its common. stock .. -
the right to subscribe for 194,155 °
shares of additional commo.a stock ¥
at $30 per share- at the rate of -
ore: share for: e:ch five shares . -
held of record:- Marc.y 6, 1956. The » -
subscription offer will expire at
3:30 p.m.. (EST) on. Ma-.ch 20, -
1956 and any unsubscribed shares - -
will be:purchasel by a groap of
underwriters headed. by Morgan
Stanley & -Co. Con.urrent'y. $6,- -
000,000 of the company’s 3% % -
sinking fund de¢bentures due 1981
were offered yesterday (Mar h 7)
to the public at 10 % and accrued .
interest by Morgan Stanley & Co.
and 12 other investment firms.

‘The . debentures will have a
sinking fund -of $260,000 annually
commencing in 1959 which will
rétire the “entire $6,000,000 iss.e
by maturity. - Sinking fund re-
demption. prices will range from
102% t>. and including Fe?. 1,
1960 to the principal amount after
Feb. 1,1976. 'Optional redemption
prices will scale from 104% to"
and including Feb. 1, 1960 fo t-e
principal amount after Feb. 1,
1976.

The company will use the pro-
ceeds from the sale of the dsben-
tures and the additional eommon -
stock principally to {i-ance a
large scale expansion of its pro--
erties in North Carolina estimated
to cost $14,300,000. This expan-
sion will include the addition of .
a large paper ma:chine aid in-
creases in pulp cavacity .ty 540
tons per day and ad iitional pur-
chases of timberlands. .

-Riegel Paver Corp: prod-c2s a
broad line of papers and b'eached
kraft pulps. Th2 products incluce -
glassine, greaseproof, a“d otier
flexible = packaging papers, end
industrial, printing and other
specialty papers. The comp ny i;-
one of the two largast domestic
producers of glassine aad greas>- -
proof pap:rs.

- Net sales have increas2d from
$28,031,630 in 1950 to $50,978,0(0
in 1955. For the:late-t fiscal year
net income w:s $2,418,000, equal-
to $2.46 per share of commcn
stock.

The company or its predec-ssors
have paid cash dividends on the
common stock in each year since
1891." A dividend of 30 cen's has
been declared payable Moar h 10,
1956 to holders of record.Feb. 27,
1956. This dividerd will not be
payable on the shares of a?di-
tional common stock involvad in
this financing.

: J L. Morgan V.-P. of -

Slayion & Co. Inc. - |

; 8T. LOUIS, Mo.—J. L. Si Mor-
gan, -director of sales for Slayton
& Co., Inc. since 1953, has been
elected a Vice-President and -di-
rector of the firm, Hilton H. Slay-
ton, President of the company, an-
riounced.. Slayton & Co. is the
principal underwriter of Managed
Funds, Inc.. -

Mr. Morgan will continue as
director of sales.. He entered the
mutual fund field in 1950 as Texas’
divisional manager for King Mer-
ritt & Co., with offices in Waco,
where he remained until joining
Slayton & Co. three years ago.

With B. C. Morton

(Spec:al to THE FINANCIAL CH2ONICLF)
- LOS ANGELES, Calif—Willie
C. Stuart is now with B. C. Mor-
ton & Co., 1752 West Adams Blvd.

Joins Paine, Webber
(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Rodger
W. Bridwell is row affiliated with
Paine, Webber, Jackson & Curtis,
626 South Spring Street.
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'Dépletion and deprecidtion ' -

" Funded debt <. . + . . ... $ 8485000

s

~ GENERAL OFFICES + TULSA,
Murkeﬁng‘ 'Headﬁuuﬂers o KANSAS CITY, MISSOURI -~
- Division Offices » CHICAGO, ST. PAUL; OMAHA, DENVER ‘and DALLAS" -

~ CONDENSED BALENCE SHEETS AS. AT DECEMBER 31,

1955°
. $ 31,323,139
. 23,253,366
. 25,341,329
. 562,855

ASSETS:

Cash. and marketable sécurities .. v +
Notes and accounts receivable, less reserve
Inventories «: 44« s e s
Other current assets. + « « &

1954
28,758,172
18,364,539
24,851,189

507,227

1953
27,429,314
17,669,700
25,576,422

468,148

 SKELLY OIL COMPANY

'OKLAHOMA -

1952

19,941,051
17,097,113
25,800,253

440,248

1951
14,139,634
16,732,001
25,187,883

$ 80,480,689

3,950,439
232,029,953
607,978

“Total current assets "o o o o o o o o o

Investments and long-term receivables, less teserves
Property, plant, and equipment, less reserves .
Deferred charges = + v o & o0 0 s e .

* 72,481,127

2,416,817
216,654,592
290,077

71,143,584

1,331,182
201,828,604
224,785

63,278,665

1,151,366
187,761,735
292,667

56,059,518

1,308,242
176,082,837
443,415

Total assets + o« s -6 & o o o o o o ®

274,528,155

252,484,433

233,894,012

$317,069,059

LIABILITIES AND STOCKHOLDERS" EQUITY:
Notes and accounts -payable . .. . .

Accrued taxes on income . . o o o e .

$ 20,462,101
10,094,963

291,842,613

19,576,257
8,481,876

16,632,867
12,015,002

15,468,031
12,266,817

15,152,462
12.484,651

Total current liabilities . . .« v e . $§ 30,557,064

Funded debt o e
Other deferred obligations .- o « & « « « « «
Reserve for workmen’s compensation and public liability risks
Unearned income .« & a0 o0 0 0 e e s
Common stock « o s o s s & & a'a . .
Capital surplus + .« & 40 4 w0 e s

Earnings employed in the business o e .

131,299,803

8,485,000
213,452
424,709

2,436,101

143,652,930

28,058,133 - -

8,818,000
102,580
536,444

1,271,987

143,652,930

109,402,539

28,647,869

10,535,000
166,304
513,576

1,296,943
143,652,930

89,715,533

27,734,848
11,600,000

262,200

500,417
958,621
71,826,465
53,263,483
86,338,399

27,637,113

12,400,000
598,665
507,438

. 214,462

65,296,790

36,286,328

90,953,216

Total liabilities '+ « v - v o o « o $317,069,059

291,842,613

274,528,155

252,484,433

233,894,012

INCOME FOR THE YEAR ENDED DECEMBER 31,

CONDENSED STATEMENTS

1955

$231,639,059
190,984,462

Gross operating -income + ‘o o s o s o
Costs and expenses + o+ o ¢ o o o o lo

1954

211,081,894
175,785,819

1953

215,316,524
173,811,197

1952

206,426,039
168,192,750

1951

197,139,392
155,153,455

$ 40,654,597

Other income, less deductions .'s o ¢ o » 1,864,113

35,296,075
1,093.270

41,505,327
643,454

38,233,289
336,595

41,985,937
123,640

$ 42,518,710
233,448

36,389,345
283,095

42,148,781
297,796

'38,569,884
- 325,592

42,109,577
339,592

Interest and other charges on
‘ $ 42,285,262

Provision for taxes on income . . 10,045,000

36,106,250
6,651.000

41,850,985
10,574,200

- 38,244,292
10.211,600

41,769,985
10,695,000

Net income v v o« o o $ 32,240,262

29,455,250

31,276,785

28032,692

31,074,985

5.61
5,746,117.2
$ 10,342,998

Cash dividends per share . ., .. . . . . . $ . 1.80
Capital expenditures for property, plant, and equipment . $ 47,746,419

Net income per share . 3
Shares outstanding each year-end
Cash dividends paid . .. . .

5.12
5,746,117.2
9,768,244
1.70
44,626,108

5.44
5,746,117.2
9,336,669
1.62%
41,752,044

* Adjusted to the 5,746,117.2 shares-outstanding December 31, 1955.

SKELLY CONDENSED FACTS

1954.
211,081,894

, 1955
Gross operating income.'s. o . 3231,,639,059

. § 28,852,740

Net income (after ‘all charges .
" and ‘taxes) o ... el

Pershare - . . . .. %

Capital expenditures for px:opér-’ P .
ty, plant, and equipment.. . . $ 47,746,419

charged against income 25,867,888

© 29,455,250
5.12

. $ 32,240,262
561
. oil
Gas

44626108 - po

Working capital . (current as-

sets less current liabilities) - . $ 49,923,625 44,422,994
8,818,000
9,768,244

170

Cash dividends paid + . .
. Per share . . . . . . $

. $ 10,342,998
1.80

Shares - of .common stock' out-
standing at year-end . .

Net book value per share .. . $
Number of stockholders .

5,746,117.2
47.85
5,642
4,875

5,746,117.2
44.04
5,081

Number of employeés . .o 4,754

OPERATING

Net crude oil produced—barrels
Daily average—barrels

Net wells completed .

. . .

T
D T T )
P

Net oil wells owned
Net gas wells owned

Net natural and casinghead gas
produced—MCF . o w

Daily average—MCE.'

Net producing oil and gas acreage
Net undeveloped acreage . . .

Crude oil processed in company .
refineries—Dbarrels

¢ s e

Gas processed in company
gasoline plants—MCF ., .

Sales of petroleum products—
gallons .

The foregoing financial statements are condensed from the Thirty-Sixth Annual Reporf to the stockholders, dated Mar_ch 8, 1956. The report also
: independent accountants and auditors, the remarks of the. president of the company, and
various operating statistics, Copies of. the report may be had upon application to The 'Secrctary, Skelly pil Company, Sk'elly Buildi‘ng, T‘ulsa 2,
The statements and condensed facts published above are for general information and are not intended for use in connection with any

contains' the certificate of Arthur Andersen & Co.,

Oklahoma.

purchase or sale of, or any offer or solicitation of an offer to purchase or sell, any securities.

4.87*
2,873,058.6
9,140,679

- 1.59%
37.543,125

1955
24,824,958
,014
120,455,532
330,015
461

323
3)
929

4,006

545
467,573
4,259,730

17,044,574

99,215,185

1,145,326,859

5.40%
2,611,871.6
8,488,185

1.47*
43,251,436

1954
22,294,402
61,081

116,786,334
319,963

424,408
3,585,369

16,754,647
95,697,478

1,106,194,188
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Realistic Utility Regulation
In an Expanding Economy

By P. M. SCHUCHART*

Director, Public Utilities Department
Florida Railroad and Public Utilities Commission

Florida utility commissioner reviews regulatory golicies th.at
have provided increased and adequate facilities, with financial

integrity, and in turn fostered

Florida’s investment growth.

Mr. Schuchart construes regulatory activities as: (1). protect-
ing public from utility, utility from the public, and utility from

itself; (2) determining the rate

to protect and attract capital;

and (3) computing dollar requirements of the utility in order

to determine the rate. The rate

base is allowed to record plant'

investment at its year-end investment level; working capital as

one-eighth of operating, mainte
work in progress as that work

nance and costs; construction
completed but not transferred

to plant accounts; and permits automatic escalation to fuel
and commodily index price changes.

This, the second half of the
20th Century, presents to each of
us each day problems unheard of
—problems almost undreamed of.
Atomic ' generation of electrical
energy is at our doorstep; while
in communications, electronic
switching and -customer long dis-
tance dialing are out of the labo-
ratory—no longer merely a gleam
in the eye of the scientist.

These problems nationwide are
coincident with normal and nat-
ural growth, as well as changes
and improvements in the art.

These problems section-wide
are brought more sharply into
focus by increased” development
of natural resources, re-deploy-
ment of existing or establishment
of new industry, and by a shift
of population.

All of these have had and are
having a profound effect on
Florida. The reliable Florida sun,
our priceless asset, draws tourists
all year long—5,000,000 of them
this year. Some of these tourists
stay as farmers or workers and
more would like to. Many re-
turn as senior citizens, with their
pensions or annuities, flocking to
take advantage of our friendly
climate and spend the fall of their
years in well-deserved restful
peace and slothful ease.

Put these all together and they
spell Expansion with a capital
“E,”’ and Growth with a capital
“G7

Careful analysis of the results
already achieved to meet this
challenge of expansion, and the
well-formulated plans for the
immediate future, bring a reac-
tion not unlike that of the Penn-
sylvania Dutchman the first time
he saw a giraffe at the Allen-
town Fair. Taking one look at
the long neck, the strangely
shaped head and the distinctive
coloring, he - exclaimed, “It’s a
deran lie! There ain't no such
animal.” g

Let’s take a. quick look at the
startling statistics of our substan-
tial and permanent growth. The
investor-owned power companies,
excluding REA Cooperatives and
municipally-owned operations
such as Jacksonville, Orlando,
Key West and Tallahassee, in 1955
added over 70,000 new customers,
with gross plant additions of over
$£3,000,000.

Telephone  companies, Bell and
Independent, had a net station
gein of over 85,000, with gross
plant additions of over $65,000,-
¢ .0. And still almost 50,000 await
<2rvice pending completion of
e onstruction projects involving
new buildings, new and increased
central offices and additional
outside plant.

The manufactured gas industry
in the last three years shows an
increase of almost 1,800 new cus-
tomers, with gross plant additions
of almost $2,500,000.

Provisional estimates of these
from 1955

*An address by Mr. Schuchart before

the Philadelphia Society of Security An-
systs, Philadelphia, Pa., Feb. 16, 1956,
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through 1960 anticipate more than
450,000 new power and gas cus-
tomers and a net station gain of
600,000 telephones. To meet these
growth demands will require
gross plant additions of about $1
billion.

These figures of past results
have not been dreamed up by any
bureaucratic agency. They have
been taken directly from the an-
nual reports filed with our Com-
mission,

As to future plans, neither have
these figures been dreamed up
by any bureaucratic agency, whose
chief accomplishment is the oper-
ation of a calculating machine or
the manipulation of a slide rule.
These figures have been provided
by hard-boiled management of
the companies involved, whose
responsibility it will be to raise
the funds necessary, and who
may one of these days come into
your office—not hat in hand—but
with a - solid prospectus, giving
you an opportunity to invest in
the fastest growing State in the
Union. .

For' those in the public utility
business what does this mean?

For the electric industry it
means more generating plants,
more transmission lines, more
distribution and the opportunity
to contribute to the communities’
growth,

For the communications’ indus-
try it means more central offices,
more outside plant, more toll
facilities and more service to
more people.

For the gas industry it means
more production capability, more
extension of mains, and the ac-
ceptance of the responsibilities of
service.

For all it means more of every-
thing—more careful management
—more efficient operation. )

But, above all, it means recog-
nition of the fact that a public
utility is a public trust and not
private opportunity for private
exploitation,

For those in public utility reg-
ulation ‘what does this mean?

It means the bold and forth-
right . execution of the functions
traditionally, kistorically and le-
gally ‘assigned to these agencies.

But what are these functions?

The first function 'is the tradi-
tional and. historical one—to pro-
tect: the public from the utility.
Far be it from me to even attempt
any picture of the big, grasping
utility about to swallow or tram-
plé an unsuspecting public. Far
be- it from me to even attempt
any picture of any utility as being
the acme of altruism. I do sub-
mit, however, that either such
picture would be merely a cari-
cature, drawn and publicized by
those® who are ‘eithér ‘completely
unacquainted with the. facts, or
who chose such an apparition as
a means towards a political end.

The second function is to pro-
tect the utility from the. public.
There have been, and there always
will be, those who oppose any-
thing and everything a utility pro-

poses. It is immaterial whether
the proposal is for permission to
expand its financial or corporate
structure, acquire additional ter-
ritory into which to extend its
facilities and services, or to secure
an adjustment in rates. Some-
times, I suspect, there are even
those who would oppose a rate de-
crease purely on the principle
that they are “agin” everything a
utility is for. Truly they would
beware the Greeks when they are
bearing gifts.

The third function, strange as
it may seem, is to protect a utility
from itself. This is not only in
connection with rates and charges
for services rendered, accounting
procedures and depreciation com-
putations, but also willingness or
unwillingness to extend or expand
facilities, + 0« . . .

The. fourth function is to super-

vise and permit the construction

and application of such rates as
will protect the ‘capital ‘embarked
in the enterprise—to permit the
utility to earn enough to attract
additional capital necessary to en-
able it to render adequate service,

When- rates accomplish -this, - they:

are fair and equitable to the own-

ers of the capital. 'They maintain’

the financial soundness and integ-
rity of the business. They are fair
to the consumers, for it is indeed
the consumer, and no- one. else,
who pays for the cost of service.

How has the Florida Commis-
sion accepted its responsibilities
for this bold and forthright exe-
cution of its functions?

Let us look at the record.

The Rate Base

By law this Commission is re-
quired to “investigate and deter-
mine the actual legitimate costs
of the property of-each utility
company, actually used and useful
in the public service, and keep a
current record of the net invest-
ment of each public utility com-
pany ‘in such property which
value, as determined by the Com-
mission, shall be used" for ‘rate-
making purposes and shall be the
money honestly and prudently in-
vested by the public utility com-
pany in such property used and
useful in serving the public, less
accrued - depréciation, and shall
not include any goodwill or going-
concern or franchise value in ex-
cess of ‘payment made’ therefor.”

For. the Plant.Investment in the
rate base the Florida Commission
has chosen to use'the investment
level at the end of the test period
rather than the average invest-
ment. Surely, in an expanding
economy, this year-end investment
needs no defense, but a case in
point is that of the Florida Power
Corporation decided in July, 1953,
The investment at the end of the
test period amounted to some $93,-
000,000—the average investment
for the test period was some $87,-
000,000, but by the time the case

had been presented and was ready -

for adjudication the actual invest-
ment amounted to some $103,000,-
000. Since rates are being set for
the present and for a reasonable

time in the future, with all fair--
ness the end of the year invest-

ment must be used.

Working Capital is a legitimate
reouirement and deserves a well-
defined place in the rate base. In
that same case, the Commission
allowed one-eighth of the com-

pany’s annual operating and main--

tenance expenses and costs. An
additional allowance was made to

cover prepayments at the end of-

the year properly chargeable to

onerating expenses, but which at,

that time had not been transferred
to the appropriate accounts,

As for Construction Work in,

Progress. we ‘include as part-of

the rate base that work completed-

and in service but which has not
been transferred to the appropri-
ate Plant Accounts.
Work in Progress on which no in-
terest has been capitalized is also
allowed as part of the rate base.
It is also our policy to allow Plant
Held for Future Use where such

Construction

property is owned and held for
imminent use in serving the pub-
lic under a definite plan for such
use,

Rate of Return

It seems inconceivable that the
rate of return, as important as it
is, in a discussion like this, can
be dismissed with a few words.
Yet, that is exactly what I am
going to do, for the Florida Com-
mission has never been greatly
concerned over the rate of return
as the rate of return. It has been
much more interested in the dollar
requirements of the utility, How
many dollars does the utility re-
quire in order to meet its operat-
ing expenses, depreciation charges,
taxes, maintenance expenses, debt
service, dividend requirements and
to transfer a reasonable amount
to surplus? When the Commission
has been able to determine the
answer to these questions, then
the rate of return becomes a sim-
ple matter of computation.

Small companies have more se-
rious problems in raising funds
for expansion and their cost of
capital is higher. This we. have
recognized. A small independent
telephone company in Quincy was
permitted a return of 8%. The
Inter-County Telephone and Tele-
graph Co., a larger company, was
permitted a return of 7%. In 1952
Southern Bell Telephone and Tele-
graph Co, was permitted a return
of 6.12%. In that same year the
Peninsular Telephone Co., one of
the largest independent companies
in the United States, was permit-
ted a return of 6.8%, and in July,
1953, the Florida Power Corp. was

. allowed 6.45%.

Returning to the Florida Power

Corp. order, in discussing the rate .

of return the Commission said:
“At the present time a rate of only
6% would not appear to be fair
and reasonable for a public utility
which is engaged in a tremendous
expansion program which must be
financed by the-issuance and sale
of large amounts of bonds and
stocks of the utility. Ii view of
the current cost of capital and the
condition of the money miarket of
today, concerning which there ap-
pears to be no immediate prospect
for improvement, a rate of return
of something in excess of 6%, but
less than 62 %, would in our opin-
ion be reasonable. In our opinion
Applicant would require a rate of
return of 6.45% in order to pay its
taxes, depreciation exvenses, debt
service and provide a fair and rea-
sonable rate for its common stock-
holders.” : ;

After all, the objective in utility
rate making is to develop rates
that are fair and reasonable, Fair-
ness and reasonableness are quali-
ties to be determined by the judg-
ment of reasonable-minded men
and cannot be determined with
hairline precision by the applica-
tion of mathematical formulas.

Automatic Adjustment Clauses

The Florida Commission has au-
thorized the use of .Automatic
Fuel and Commodity Adjustment
Clauses.

.“Fuel Clause Adjustment” pro-
vides for an adjustment to the
base rate in response to changes
in the cost of fuel as fuel and
nothing more. No adjustment is
made for changes in efficiency
from the viewpoint of thermo-
dynamics.

-Such an adjustment in utility
rate structure is a reliable and
deperidable tool that can be used
to automatically adjust revenues,
compensating for changes in fuel
costs, and these costs have a no-
torious record for unreliable be-
havior.

Such a clause is realistic. It is
based either on the kwh. per ton
of coal, per barrel of oil or for
MCF natural gas. It is based on
operating data that can be read-
ily and accurately obtained and
checked at any time.

" The plan is equitable. If the
price of fuel decreases, the cus-
‘tomer immediately receives the
benefits of the operating cost sav-~

The Commercial and Financial Chronicle . .. Thursday, March 8, 1956

ings. If the price of fuel increases, -
the company is protected by the
automatic operation of the clause.

The clause is practical. It is one
of the most practicable tools in.
our free enterprise system. By
utilizing it, the company and the
prospective customer can enter
into a. long-term contract and be
reasonably certain the benefits and
costs associated with the contract
will be equitably and promptly
proportioned to the changes in
cost levels.

It is an automatic regulator,
with the'inherent ability to pro-
vide a considerable amount of re~
lief to presently over~burdened
regulatory dockets.

A commodity adjustment -is
warranted only if the following
conditions are fulfilled:

(1) The commodity index em-
ployed must be developed and
published by an impartial and
competent Government agency,
such as the U. S. Department of
Commerce.

(2) The basic rates to which the
factor is to be applied must be
just and reasonable and properly
reflected in the basic operating
and maintenance costs.

(3) It must be so devised that
its application /to the basic rates
will always result in billing rates
which are just and reasonable
under the economic conditions
then prevailing.

(4) The price fluctuations must
be indicative of, and comparable
with, fluctuations in ' operating
and maintenance costs.

These adjustments do not usurp
or delegate regulatory authority.
They certainly tend to make cost-
ly rate investigations less fre-
quent. They provide flexibility
where it is needed, when it is
needed, and in direct proportion
to the need and that is realistic
regulation.

By this realistic and progressive
regulatory supervision, helpful
but firm, the Florida Commission
has accepted its responsibility to
provide with all possible haste
increased and adequate facilities
and, at the same time, maintain
the financial integrity of the in-
vestor-owned utilities.
~This is our philosophy—this is-
our policy—deliberately conceived
and conscientiously executed.

Joins Goldman, Sachs
(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Harold N.
Chefitz has joined the staff of
Goldman, Sachs & Co., 75 Federal
Street.

Joins Carr & Co.

(Special to THE FINANCIAL CHRONICLE)
DETROIT, Mich. — Theodore A.
Armsfrong has become associated
with Carr & Company, Penobscot
Building, members of the Detroit
Stock Exchange.

Babo Opens Office

(Special to THE FINANCIAL CHRONICLE)
SAN RAFAEL, Calif.—Frederic
F. Babo is conducting a securities
business from offices at 2010
Fourth Street.

Mason Hagan Branch

ROANOKE, Va.—Mason-Hagan,
Inc. has opened a branch in the
Colonial American National Bank
Building under the direction of
Thomas Martin.

Murphey-Favre Branches

SPOKANE, Wash. — Murphey-
Favre, Inc. has opened a branch
office in Walla Walla and at 2
North Mission, Wenatchee, Wash.

Savard & Hart Branch

MIAMI BEACH, Fla—Savard
& Hart have opened a branch
office in the MacFadden-Deau=
ville Hotel under the direction of
D. H. Vermette.
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At Bellevue Stratford Hptel
MARCH 2, 1956

ANNUAL MID-WINTER

. Ny
DINNER

President

First
Vice-President

Second

Treasurer
Vice-President

1. Secretary

Wallace H.Runyan
Hemphill, Noyes &

Samuel M. Kennedy

Yarnall, Biddle &
Co.

James G. Mundy -

Stroud & Company,
Incorporated

Herbert E. Beattie
H. A. Riecke & Co.,

Inc.

A. H. Fenstermacher

M. M. Freeman &
Co., Inc.

DO & i Ry e S b S

i William E. Radetzky
hitized oY Prtoel fanseatic
i://fraser.stlouisfed.org/

N

Co.

-

John G, Carothers

H. M. Byllesby and
Company, Inc.

Rubin Hardy

First Boston
Corporation

BOARD OF GOVERNORS

Edgar A, Christian

Stroud & Company,
Incorporated

\

Harry F. Green, Jr.

Merrill Lynch,
Pierce, Fenner
& Beane

Clifford G.Remington

Woodcock, Hess &
Co. Inec.

Jack Christian

Janney, Dulles &
0., Inc.

John M. Hudson
Thayer, Baker & Co,

Willard F. Rice

Eastman, Dillon &
Co.

Spencer L. Corson

Elkins, Morris & Co.-- -,

Charles A. Schaufler

Schaffer, Necker
& Co.

J: Edward Knob
Drexel & Co.

Joseph E. Smith’

Newburger & Co. -

William H. Doerr

American Securities
Corporation

Robert McCook
Hecker & Co.

Roy C. Thomas
F. P. Ristine & Co.

Robert F. Donovan
Blyth. & Co., Inc.

William J. McCullen

Hendricks &
Eastwood, Inc.

John F. Weller

Goldman, Sachs &
Co. . .
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th H. M. Byllesb, d C I orated; Dick Heward, Janney, Dulles & Co., Inc.; Charles Wallingford, H. M. Byllesby and Company, Incorporated; Bill Boggs, Sidney Jacobs Co.,
Juck Cars o;r:‘iaylor, H.yN"N’;:I:I& E',:‘,m:l);’rb":}oerspel{ lzugel Stone & Co, Inc., ,’ New York v New York; Jim Cleaver, Goodbody & Co., New York

Col. Herbert H. Blizzard; R. Victor Mosley, Stroud & Company, Incorporated; Harcld Scattergocd, Nat Krumholz, Siegel & Co., New York; Mike Heaney, Michael J. Heaney & Co., New York; Stanley
Boenning & Co.; Jim Moynihan, J. B. Maguire & Co., Inc., Boston; F. E. Maguire, Stroud & Roggenburg, Roggenburg & Co., New York; Chas. Wallingford, H. M. Byllesby and Compuny,
Company, Incorporated; John Daley, J. B. Maguire & Co. Inc., Boston Incorporated; Edgar Chrlstlan, Stroud & Company, lm:orporated

 Greetings and Best Wishes from Philadelphia

TRADING DEPARTMENT PERSONNEL

R. VICTOR MOSLEY, Vice PRESIDENT

R. VICTOR MOSLEY
FRANK J. LAI{RD

EQUIPMENT TRUST CERTIFICATES Dealers in

FRANK J. LAIRD

RAILROAD BoNDS, GUARANTEED | Corporate and Municipal
ALLAN B. FoARrD, JR.

AND LEASED LINES STOCKS 222
{ Securities
EDGAR A. CHRISTIAN

JAMES G. MUNDY

PusLic UTiLITY
INDUSTRIAL BONDS & STocks

Specializing in
MUNICIPAL BONDS P g

MICHAEL J. RUDOLPH

Pennsylvania Tax Free Issues
L. WISTER RANDOLPH

ROBERT J. CAMPBELL
DECouRcYy W. ORRICK

INSTITUTIONAL DEPARTMENT

RUsSELL M. ERGOOD, JR. $

YARNALL, BIDDLE & CO.

Members ,
STATISTICAL DEPARTMENT New York Stock Exchange
Philadelphia-Baltimore Stock Exchange
American Stock Exchange (Assoc.)

1528 WALNUT STREET, PHILADELPHIA 2, PA.
STROUD & COMPANY '

INCORPORATED
123 South Broad Street
PHILADELPHIA 9

NEWYORK PITTSBURGH ALLENTOWN LANCASTER SCRANTON ATLANTIC CITY

EbWARD F. HIRSCH

FELIX E. MAGUIRE FIELD REPRESENTATIVE

|g|t|zed for FRASER
| raser.stlouisfed.ora/
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Lex Jolley, The Robinson-Humphrey Company, Inc., Atlanta; Bertram M. Wilde, Janney, Dulles &
Co., Inc.; Wallace Runyan, Hemphill, Noyes & Co., Willard Rice, Eastman, Dillon & Co.

Kenneth Murphy, Blyth & Co., Inc.; Richard Barnes, A. M. Kidder & Co.;
Barney Nieman, Carl Marks & Co., Inc., New York

BUTCHER & SHERRERD

ESTABLISHED 1910

CORPORATE TRADERS
James J. McAtee, Manager
Rudolph C. Sander Walter E. Gemenden
Alvin W. Jordan, Jr.

MUNICIPAL TRADERS

Frank Fogarty, Frank J. Fogarty & Co.: Bob Schlicting, Kidder, Peabody & Co., New York; James W. Heward, Manager
Paul H. Voight, First Boston Corporation John B. Richter Henry P. Glendinning, Jr.

MEMBERS
New York Stock Exchange Philadelphia-Baltimore Stock Exchange
American Stock Exchange ( Associate)

1500 WALNUT STREET . PHILADELPHIA 2, PA.

Philadelphia Telephone Teletype New York Telephone
PEnnypacker 5-2700 PH-4 BArclay 7-4641

DREXEL & CO.

Establi.?hed 1838

Larry Stevens, Hemphill, Noyes & Co.; Wallace Runyan, Hemphill, Noyes & Co.;

James MecAtee, Butcher & Sherrerd Underwriters and Distributors

of
Public Utility, Industrial and Railroad Securities

State, Municipal and Revenue Obligations

v

Members
New York Stock Exchange
American Stock Exchange (Assoc.)
Philadelphia-Baltimore Stock Exchange

PHILADELPHIA 1 NeEw York 5
1500 Walnut St. 30 Wall Street

Herb Tietjen, First Boston Corporation, New York City; Sam Kennedy, Yarnall,
Biddle & Co.; Floyd Justice, Kidder, Peabody & Co.

ditized for FRASER
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Investment Bonds and ‘ : tocks

W. F. Webster, Hardy & Co., New York; Ellwood S. Robinson, Aspden, Robinson & Co.; John
La Grua, Burr Bros. & Co., New York; J. Leslie Rodgers, Blair & Co., Incorporated

Securities of the United States Government
and its Instrumentalities

State, Municipal and Revenue Securities

Bonds, Preferred and Common Stocks of Industrial,
Public Utility and Railroad Corporations

Bank and Insurance Company Stocks

Bankers’ Acceptances

Securities of the International Bank for
Reconstruction and Development

Canadian Bonds « Foreigi Dollar Bonds

Underwriter « Distributor « Dealer

New York BosTton PITTsBURGH CHicaco
PHILADELPHIA CLEVELAND San Francisco

Harry Peiser, Ira Haupt & Co., New York; Lawrence Illoway, Aspden, Robinson & Co.; Harvey
Renton, Freeman & Company, New York; Jack Foster, Studley, Shupert & Co.

!

FISCHER & PORTER COMPANY

A world wide engineering service including the manufacture of:

1= Industrial procéss instruments
2— Industrial glass products

3—Chlorination equipment ]
5 N Edgar Christian, Stroud & Company, Incorporated; Herb Beattie, H. A. Riecke & Co., Inc.; Joe Laut,
4 — Data reduction and Automation systems Jenks, Kirkland, Grubbs & Keir; Bill McCullen, Hendricks & Eastwood, Inc.;
Frank Warner, G. A. Saxton & Co., Inc., New York
This Company was one of the first concerns in the fast growing field
of automation. to combine the manufacture of conventional industrial

instruments with Data reduction and Automation systems.

We believe the shares (free of Pennsylvania Personal Property Tax)
of this rapidly growing local Company are attractive to investors
seeking capital appreciation. A progress report on the Company is

available upon request.

~Boennine & Go.

ESTABLISHED 1914

Members Philadelphia-Baltimore Stock Exzchange

Members American Stock Exchange (Associale)

1529 Walnut Street, Philadelphia 2, Penna.

LO 8-0900

Lou Walker, National Quotation Bureau, New York; John French, A. C. Allyn & Company,
Incorporated, New York; Harry B. Snyder, Yarnall, Biddle & Co.;
Jack Graham, A. C. Allyn & Company, Incorporated

p:/ffraser.stlouisfed.org/
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PUBLIC UTILITIES

PRIMARY MARKETS
WITH COMPLETE
TRADING FACILITIES

INDUSTRIALS
RAILROADS

BANK AND INSURANCE

BONDS e« PREFERRED STOCKS ¢ COMMON STOCKS

Al Fenstermacher, M. M. Freeman & Co., Inc.; Bill Burke, May & Gannon, Inc., Boston; Russ Ergood,
Stroud & Company, Incorporated; Lex Jolley, The Robinson-Humphrey Company, Inz., Atlanta

BLYTH & Co..INC.

NEW YORK + SAN FRANCISCO * CHICAGO '+ LOS ANGELES - SEATTLE - PORTLAND
BOSTON -+ SPRINGFIELD * PHILADELPHIA * PITTSBURGH * CLEVELAND -+ INDIANAPOLIS
LOUISVILLE -+ DETROIT - *  MINNEAPOLIS ~ *  SPOKANE  *  OAKLAND

EUREKA * SACRAMENTO - FRESNO * SANJOSE * PASADENA * SANDIEGO

Underwriters and Dihstributors
Industrial, Public Utility and
Railroad Securities

Jim Mundy, Stroud & Company, Incorporated; Lester Frenkel, Gersten & Frenkel, New York;
Skip Clemence, Cosgrove, Miller & W hitehead, New York; Gil Lothrop, W. E. Hu!ton & Co., Boston

Municipal Bonds
Bank and Insurance Stocks

Unlisted Securities

LAaIRD, BISSELL & MEEDS

MEMBERS NEW YORK.-AND AMERICAN STOCK EXCHANGES
120 BROADWAY, NEW YORK 5, N. Y.
Telephone BArclay 7-3500 Bell Teletype NY 1-1248-49

* DU PONT BUILDING PHILADELPHIA NATIONAL BANK BLDG.
WILMINGTON, DEL. PHILADELPHIA, PA.

44 WHITNEY AVE. BASEL 160 W. BROADWAY
NEW HAVEN, CONN. SWITZERLAND SALEM, N. J.

Coit Willi Schmidt, Poole, Roberts & Parke; Donald Hayden, Baumgartner, Downing & Cb.,
B:ilimolre?n::t‘l‘:’ur cHr:rton, Pcm"ngton, Colket & C,o.,' Grant Campb,ell, Janney, D’ullu & Co., Inc.

~

Active TRADING MARKETS

in AlI Pennsylvania Authority Issues

and General Obligation State, County and Municipal Bonds
Primary Markets

in Pennsylvania Tax-Free
Preferred and Common Stocks

Kidder, Peabody & Co.

Members New York Stock Exchange, American Stock Exchange,
Boston Stock Exchange and Midwest Stock Exchange

Fidelity-Philadelphia Trust Bldg., Phila. 9, Pa. -
Teletype: PH 249 Telephone: Kingsley 5-1600 * (’" s

; ’ ! Altoona - Reading Scranton Wilkes-B:
Jack Barker, Lee Higginson Corporation, New York; William Schmidt, Laird, Bl_'uell & Meeds, New 9405 43153 31261 Valley 3.121.%;
Yorl'(' Maurice . Hart, New York Hanseatic Corporation, New York; Irving Feltman,
’ Mitchell & Company, New York

Ploitized for FRASER
p:/ffraser.stlouisfed.org/
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Underwriters 38 Offices
Brokers ‘ Coast-to-
Dealers Coast

Members
WdlStl(r)wn &' CO, Newi York

Stock Exchange

NEW YORK PHILADELPHIA SAN FRANCISCO LOS ANGELES LUGANO (SWITZERLAND)

EASTMAN, DILLON & CO.

CORPORATE MUNICIPAL
TRADERS TRADER

Willard F. Rice
Carl Lachman, Jr.

Joha T. Blair

DEHAVEN & TOWNSEND, CROUTER & BODINE

Members
New York & Philadelphia-Baltimore Stock Exchanges and
American Stock Ezchange
1800 CHESTNUT STREET, PHILADELPHIA 2

Philadelphia Phone New York Phone
LOcust 4-2000 DIgby 4-0200
Bell 8ystem Teletype—PH 518

Distributors, Dealers, Underwriters
Corporate and Municipal Issues
Stock and Bond Brokers

New York Wilkes Barre, Pa. Stamford, Conn.
30 BROAD STREET Deposit & Savings Bank Bldg. One Atlantic Street
DIgby 4-0200 VAlley 3-4131 Flreside 8-6466

gitized for FRASER
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Larry Nowlan, C, C. Collings and Company, Inz.; B'ill Doerr, American Securities Corporation;
Y Joe Cummings, Brooke & Co.; Bill Scott, Brooke & Co.

Frank Laird, Stroud & Company, Incorporated; John Hines, Dean Witter & Co.. New York;
Harry Maneely, Montgomery, Scott & Co.; Russ Harris, Eastman, Dillon & Co.

Ned Phillips, Samuel K. Phillips & Co.; Carl Necker, Schaffer, Necker & Co.; A. L. Hutchinson,
Kidder, Peabody & Co.; Al Willis, H. M. Byllesby and Company, Incorporated

Jack Gessner, Mabon & Co., New York City; Bert Cassidy, Mabon & Co., New York City; Bill Russell,

Mabon & Co., New

York; Homer Wirth, Mabon & Co., New York City; Bill Kumm,

Coggeshall & Hicks, New York City
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This Is How It Works—

Without favor or prejudice and in the light of constantly shift-
ing conditions, we continue to search for relatively under.valued
securities,

The resulting selections form the basis of almost 100 primary
trading markets, carried in the Philadelphia Office, in which
our markets are firm and our interest often substantial.

An increasing number of dealers are finding it advantageous
to stop, look—and do business.

H. M. Byllesby and» Company

(Incorporated)
Herb' Singer, Singer, Bean & Mackie, Inc., New York; Joseph Markman Newburger & Co.; - Philaflel?hia-Baltimore ‘.Md Midweg Stock Bochanged
Al Barkow, Newburger & Co.; John Jennings, Reynolds & Co. ' X Associate Member American Stock Exc’“mge
1500 Chestnut Streef, Philadelphia 2, Pa.

Philadelphia Phone New York Phone Teletype
RIttenhouse 6-3717 REotor 2-0553 . PH 606

CHICAGO NEW YORK MINNEAPOLIS

learance
acilities

special department is maintained for a large clien-
tele of Brokers and Security Dealers. We specialize in
settling and handling all types of securities transactions
locally and nationwide. Redeliveries are promptly
handled by messenger or as collections through our

network of Correspondent Banks. The cost is mod-
erate. Inquiries invited.

The First Pennsylvania

BANKING AND TRUST COMPANY
27 offices, Philadelphia and suburbs Banking since 1782

Frank McKee, Beneficial Savings Fund; Joseph Smith, Newburger & Co.; Joseph J. Frieri,
J. W. Sparks & Co.; Walter ijter, J. W. Sparks & Co.

Serving more people more ways than any other Philadelphia bank
Member Federal Reserve System « Federal Deposit Insurance Corporation

Jim McFarland, Hecker & Co.; Herman Frankel, Singer, Bean & Mackie, Inc.,, New York; George
" Sulzbe,rger, Hallowell, ’Sulzberger & Co.;,Tom Br'awn, Chas. King & Co,: New York

Established 1896

PENINGTON, COLKET & Co.

Members
New York Stock Exchange American Stock Exchange
Philadelphia-Baltimore Stock Exchange
Midwest Stock Exchange

COMPLETE TRADING FACILITIES

Incoming deliveries accepted in
New York City or Philadelphia

RETAIL DISTRIBUTION

123 South Broad Street, Philadelphia 9, Pa.
PEnnypacker 5-7700 Teletype PH 180

New York Manhasset = Altoona Reading Williamsport
DIRECT TELEPHONE CONNECTION TO
BAUMGARTNER, DOWNING & CO., BALTIMORE, MD.

Tony Coculo, Fidelity Philadelphia Trust Company; Walter Fixter, J. W. Sparks & Co.; Belford PRIVATE TELEPHONES BETWEEN OFFICES

Thompson, Girard Trust Corn Exchange Bank; Ed Boyle, Girard Trust Corn Exchange Bank;
Jack Foard, Girard Trust Corn Exchange Bank

pioitized for FRASER
tp://fraser.stlouisfed.org/
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UNDERWRITERS ¢ DISTRIBUTORS ¢ BROKERS

Effective Distribution in the Nation’s

Third Largest Trading Area

N EWBURGER & Company

Members:
New York Stock ExcHANGE * AMERICAN STock ExCHANGE

PHILADELPHIA-BALTIMORE STOCK EXCHANGE

Bob Greene, Stroud & Company, Incorporated; Helen Schnetke, Raffel & Co; Walter Fink,
; Kidder, Peabody & Co.; Bud Schaufler, Schaffer, Necker & Co.

1401 Walnut Street, Philadelphia 2, Pa. * ~LOcust 8-1500

New York City LeBanNON Arcantic CiTy VINELAND

 DEALERS AND UNDERWRITERS

- Obligations of the
COMMONWEALTH OF PENNSYLVANIA
fmdih Pdn'ficalSubdv’visiom . Arthur L. Wright, Arthur L. Wright & Co., Inc.; Newt Parkes, Gerstley, Sunstein & Co.; Leon
: : i o Sunstein, Jr., Gerstley, Sunstein & Co.; Bill Schreiner, F. J. Morrissey & Co.

SCHAFFER, NECKER & CO.
Packard Bldg., Philadelphia 2
LO cust 7-3646 « Teletype PH 864

BOSTON  — Enterprise 1370 MINNEAPOLIS—  Zenith 4245
Local Telephone|gHIGAGO  —  Enterprise 5131 NEW YORK  — Enterprise 6289
Numbers from - |CINGINNATI —Enterprise 1-3646 PITTSBURGH —  Zenith 0821
these cities. CLEVELAND — Enferprise 6289 ST, LOUIS  — Enterprise 8048

MILWAUKEE —Enterprise 83646 ST, PAUL ~ —  Zenith 4245

A. W. McCaulley, Hallowell, Sulzberger & Co.; Fred Underwood, Bcenning & Co.; Jack Manson,
Hardy & Co., New York; John Stein, Wm. V. Frankel & Co. Incorporated, New York

Call JANNEY for—

Bank and Insurance Stocks

Pennsylvania Tax Free
Industrials Rails Utilities
Common and Preferred Shares

City-County-State-Authority Issues  Guaranteed Rails

gz 2z JANNEY DULLES & €0, INC

) i Members New York Stock Exchange
Bell Teletype System Philadelphia-Baltimore Stock Exchange

PH 80 1401 Walnut Street, Philadelphia 2

Slnce 1903—Underwrtters, Dwt"bu“’rs: Dealers) BrOker" Irv Renneisen, Hunter Securities Corporation, New York; George Jones, De Haven & Townsend,
Crcuter & Bodine; Fred Carter, De Haven & Townsend, Crouter & Bodine; Larry Griffiths,
De Hav:n & Townsend, Crouter & Bodine; Ed Evans, Philadelphia National Bank

gitized for FRASER
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Active Trading Markets In:

Foote Mineral Co.

Houdry 'Process Co.
. Kawecki Chemical Co.
Smith, Kline & French Labs.

Schmidt, Poole, Roberts & Parke

123 South Broad Street, Philadelphia 9, Penna.

Phones: N. Y. RE 2-1695, HA 2-4556;
Phila. KI 5-0650

s Y

Sylvester Bies, E. S. Ladin Company, New York; Edwin Markham, Wertheim & Co., New York;
Bill Meyers, Gordon Graves & Co., Inc, New York; Stan Jeffries, Newburger & Co.

SAMUEL K. PHILLIPS & CO.

1904 — Our Fifty Second Year — 1956
Members Philadelphia-Baltimore Stock Exchange

LISTED AND UNLISTED SECURITIES

1500 Chestnut Street, Philadelphia 2, Pa.

Philadelphia Bell System Teletype New York
LOcust 4-2600 PH 375 COrtlandt 7-6814

John Murphy, Hornblower & Weeks; Joseph McNamee, Hopper, Soliday & Co.; “Duke” Hunter,
Wellington Hunter Associates, Jersey City, N. J.; Jack Kearton, National Quotation Bureau

RAMBO, CLOSE & KERNER

Incorporated

1518 LOCUST ST., PHILADELPHIA 2, PA,

Phila. Telephone New York Telephone Teletype
PEnnypacker 5-2800 REctor 2-2820 PH 63

Corporate and Municipal Securities

EDMUND J. DAVIS WALTER G. NELSON

Vice President in Charge of Manager of
Corporate Department Municipal Bond Department

A

Tom Love, Geo. E. Snyder & Co.; Bill Caldwell, First Boston Corporation, New York; Jack Weller,
Goldman, Sachs & Co.; Walter V. Kennedy, Coffin & Burr, Incorporated, New York

R ————e s

HoPPER, SoLIDAY & Co.

Established 1872
Members Philadelphia-Baltimore Stock Exchange

Investment Securities .

LOCAL — LISTED — UNLISTED

Brokers and Dealers in
LISTED AND UNLISTED SECURITIES

H. A. RIECKE & CO., Inc.

(Member Phila.-Balt, Stock Ezrchange) Trading Department

1519 WALNUT STREET _ .
PHILADELPHIA 2, PA. : Joseph A. McNamee John Gibson, Jr.

Rlttenhouse 6-8120

Direct Private Wire to 1420 Walnut Street, Philadelphia 2, Penna.

TROSTER, SINGER & C0.,, NEW YORK Telephone ~ PEnnypacker 5-4075 Teletype — PH 593
INQUIRIES l_NVlTED | '

b gitized for FRASER
tp://fraser.stlouisfe
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E. W. CLARK & CO.

ESTABLISHED 1837
L]

MEMBERS
PHILADELPHIA-BALTIMORE STOCK EXCHANGE
NEW YORK STOCK EXCHANGE
AMERICAN STOCK EXCHANGE (ASSOC.)

L
LOCUST AT 16th STREET

PHILADELPHIA

Telephones:
Philadelphia KIngsley 5-4000
New York WHitehall 3-4000

Germantown - Lancaster - York

Willard Rice, Eastman, Dillon & Co.; William Radetzky, New York Hanseatic Corporation; Jack Fant,
Penington, Colket & Co.; Vincent Lytle, Shields & Company, New York; Bob Hart, Euler & Hart

J. W. SPARKS & CO.

ESTABLISHED 1900

MEMBERS
NEW YORK STOCK EXCHANGE PHILA.-BALT]MORE STOCK EXCHANGE
AMERICAN STOCK  EXCHANGE

Brokers in

LISTED and UNLISTED SECURITIES
STATE, MUNICIPAL and REVENUE BONDS

DIRECT WIRE TO NEW YORK A.T. & T. TELETYPE—PH 622
120 BROADWAY 210 WESTERN SAVINGS FUND BLDG,
NEW YORK 5, N. Y, BROAD & CHESTNUT STs.

WORTH 4-0220 PHILADELPHIA 7, PA.
KINGSLEY 6-4040 7 42 s J —
Cormac Tully, Weeden & Co., New York; Charles O’Brien Murphy IllI, Pearson,
Murphy & Co., Inc.,, New York

Brair & Co.

INCORPORATED
Business continuous since 1890

Underwriters and Distributors of Municipal, Utility, Industrial
and Railroad Securities * Equipment Trust Certificates

Bank and Insurance Stock Department

3 Penn Center Plaza, Philadelphia
Telephone LOcust 8-2150 Teletype PH 269

Private Wire System Connecting
New York . Boston Philadelphia Chicago
Albany Buffalo Detroit Flint Grand Rapids
Kansas City Los Angeles Rochester San Francisco Toronto

Jim Traviss, Goldman, Sachs & Co.; Ray Forbes, Shearson, Hammill & Co., New York; Anne Trent,
Trent & Co., New York; Leon Dorfman, Goldman, Sachs & Co., New York

GERSTLEY, SUNSTEIN & Co.

Members New York Stock Exchange
Associate Members American Stock Exchange

121 So. BROAD STREET, PHILADELPHIA
Telephone Kingsley 6-2600

DISTRIBUTORS — DEALERS

Direct Wire to New York City

Dayton Haigney, Dayton Haigney & Co., Inc., Boston; Mitch Bruck, Stein Bros. & Boyce, Baltimore;
Frank Ronan, New York Hanseatic Corporation, New York

gitized for FRASER
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Automobile Banking Corp.
A and B Preferreds
Common Stock
Pigeon Hole Parking

Volume 183 Number 5514 . . . The Commercial and Financial Chronicle

Pigeon Hole Parking of Texas, Inc.

H. G. KUCH & CO.

Members Philadelphia-Baltimore Stock Exchange
1510 Chestnut Street, Philadelphia 2, Pa.
Phone: LOcust 8-2100 A. T. & T. PH 301

John Hudson, Thayer, Baker & Co.; Carroll Williams, Laird, Bissell & Meeds, New York;
Cliff Remington, Woodcock, Hesse & Co., Inc.; J. Edward Knob, Drexel & Co.

New Jersey Natural Gas Common
Penn Fruit Common & Preferred

Philadelphia ":Transportation Co. 3-6s. 2039

ommon & Preferred

Quaker City Cold Storage
4s of 1973 — Voting Trust Common

Gen. E. Suyder & Co.

Members Philadelphia-Baltimore Stock Ezchange

1401 Walnut St., Philadelphia 2, Pa.

Telephone Rittenhouse 6-0308 Teletype PH 220
New York City Phone HAnover 2-4552

Bud Hardy, First Boston Corporation; Harry Green, Merrill Lynch, Pierce, Fenner & Beane;
Charles Brennan, Blyth & Co., Inc.

ESTABLISHED 1912

BROOKE & CO.

(Formerly Brooke, Stokes & Co.)
Members Philudelphia-Baltimore Stock Exchange

N. W. Corner 16th & Locust Sts. 300 N. Charles St.
Philadelphia 2, Pa. Baltimore 1, Md.

Ed Davis, Rambo, Close & Kerner, Inc.; Allyn La Rash, Paine, Webber, Jackson & Curtis;
Fred Snyder, Harry C, Dackerman & Co,

DISTRIBUTORS « DEALERS

Dealers and Brokers in
Public Utility * Railroad * Industrial State * Municipal * Corporate Securities
Bank ® Insurance Stocks ® Mutual Funds

SECURITIES
New Jersey and General Market Municipal Bonds | PennsyIVania Authority & Revenue Bonds
Electronic and Television Securities New Public Housing Aut hority Bonds
Guaranteed and Leased Line Stocks
Equipment Trust Obligations
Bank and Insurance Stocks i Inquiries on Pennsylvania Inactive Securities Invited
Mutual Funds Shares ARTHUR L. WRIGHT & Co., INC.
225 SOUTH 15TH STREET, PHILADELPHIA 2

charles A. Taggart & co" Inc. Philadelphia Telephone Bell System Teletype
Klngsley 5-1060 PH—255

Menter Philadelphia-Baltimore Stock Exchange
‘,‘ Investment Securities New Ym;t_ C:ttypr'l‘::‘l:tph;:,l_e: D_lrzby 4-5951
! irect e Wires To:
1516 Locust Street, Philadelphia 2, Pa. Charles King & Co., A. W. Benkert & Co. Inc,, Wm. V. Frankel & Co. Inc,,
New York; and C. T. Williams & Co., Baltimore, Md.

i Klngsley 6-0900 Teletype PH 677 New York Phone WHitehall 4-7000

§
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John Flynn, E. W. Clark & Co.; John J. Tierney, Carl M. Loeb, Rhoades & Co., New York; E. Borer, H. R. Derrickson, Walston & Co., Inc.; W. D. Fleming, Walston & Co., Inc.; Ross Watson,
Sheridan, Bogan Paul & Co., Inc.; Malcolm Weiss, A. W. Benkert & Co., Inc., New York Girard Trust Corn Exchange Bank; Al Black, Philadelphia “Evening Bulletin”

Hal Murphy, “Commercial & Financial Chronicle”; Helen Schnetke, Raffel & Co. Joseph A. Harkins, Fitch Publishing Co.; Ed Knob, Drexel & Co.;
Stan Jeffries, Newburger & Co. George E. Alluisi, Philadelphia “Inquirer”

At Your Service . . .

SINGER, BEAN & MACKIE, Inc.

40 Exchange Place New York 5
HAnover 2-0270 \ NY 1-1825 & 1-4844

FIRM TRADING MARKETS
IN OVER 350 STOCKS

Direct Wires to

n Geo. Rebmann, Laird, Biu‘cll & Meeds, Philadelphia; Louis Gibbs, Laird Bissell
Fewel & CO., Los Angeles & Meeds, New York; George Harrison, Laird, Bissell & Meeds, Philadelphia;

Reynolds & Co,, Philadelph}_a Carroll Williams, Laird, Bissell & Meeds, New York
Arthur M. Krensky & Co., Inc., Chicago

[
gitized for FRASER
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Central States IBA
Group 20th Gonference

CHICAGO, Ill. — Highlight of
the 20th annual conference of the
Central States Group ‘of the In-
vestment Bankers . Association of
America, to be held in Chicago on
Marc_h_ 14 and 15, will be an open
municipal forum on the Illinois
State-Toll Highway program.

Chairmanned by Walter J. Fitz-
gerald, Jr. of Blunt Ellis and
Slmmons, the session will feature
Austin L, Wyman, Chairman of
the Ilinois commission, Charles L.
Dearing, its Executive Director,
and' George L. Jackson, Chief
Eng’meer. They will participate in
a discussion of the construction,
operation, financing and future
plans of the newly-created gov-
ernment body.

The Central States Group of the
IBA covers the states of Illinois,
Indiana, Wisconsin, Nebraska and
Iowa.

The open municipal forum will
be held at 10:30 a.m. on Wednes-
day, March 14 at the Drake Hotel
(Chicago).

Other programs scheduled for
the two-day meeting are a lunch-
eon on March 14 with Judson S.
Sayre, President of the Norge
Division of Borg-Warner Corpo-
ration speaking on “Random
Thoughts of a Sales President.”

At 2:30 p.m. there will be a
forum presided over by William
J. Lawlor, Jr., Hornblower &
Weeks. Charles 'T. Broderick,
economist for Lehman Brothers,
will speak on “The Business Out-
look.”

A dinner will be held at 7:30
p.m, at the Blackstone Hotel in
honor of George W. Davis, Davis,
Skaggs & Co., San Francisco,
President of the Investment Bank-
ers Association of America.

On March 15 Frank L. Magee,
Executive Vice-President of,the
Aluminum ..Co. -of America will
speak on “Aluminum—A Growth
Industry.” A forum at 2:30 p.m.
will have as guest speaker Dr.
Melchior Palyi whose address will
be “Good as a Dollar?”

An informal dinner will close
the two-day proceedings.

H. Henlz & Co. Exhihbit
At Anliques Show

As rart of their celebration of
its 100th year, H. Hentz & Co.
will have an exhibit at the Na-
tional Antiques Show to be held
at Madison Square Garden March
5-11.

Among the exhibits will be a
certificate issued to Alexander
Graham Bell for 10 shares of stock
which is now the American Tele-
phone & Telegraph Company, and
the first stock ticker as well as
one of Western Union's latest
machines. Also on exhibit will
be a certificate from one of the
first. Standard Oil companies
signed by John D. Rockefeller.

There will be a representative
from H. Hentz & Co. at the booth
during the show hours to answer
questions pertaining to the ex-
hibit.

Revel Miller Adds

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif. — Anne
N. McKernan has joined the staff
of Revel Miller & Co., 650 South
Spring Street, members of the Los
Angeles Stock Exchange.

Peirsol Adds to Staff

(Special to Tue FINANETAL CHRONICLE)

BEVERLY HILLS, Calif. — E.
Lester Cuttin has been added to

- Halsey, Stuart Offers - -

~ Miss. Power Bonds

Halsey, Stuart & Co. Inc. on
March 2 offered $4,000,000 of
Mississippi Power Co. first mort-
gage bonds, 3% % series due
March 1, 1986, at 102%; % and ac-
crued interest, to.yield approxi-
mately -3.265%. The ~underwrit-
ing group won award of the issue
at competitive sale on March 1 on
a bid of 101.759%.

Net proceeds from the sale of the
bonds and from the concurrent
sale of 40,000 shares of preferred

stock, will be applied by the com-
pany toward the construction or
acquisition of permanent im-

provements, extensions and addi-
tions to its utility plant.

The new bonds will be redeem-
able at regular redemption prices
ranging from 105.25% to par, and
at special redemption prices re-
ceding from 102.39% to par, plus
accrued interest in each case.

Mississippi Power Company is
engaged, within the southeastern
portion of the State of Mississippi,
in the generation and purchase of
electric energy and its distribu-
tion and sale at retail in 137 com-
munities, as well as‘in rural areas,
the sale at wholesale of electric
energy to six rural cooperative
associations, and incident to its
electric business, the sale of ap-

pliances. Territory served directly
and indirectly by the company

has an area of approximately 11,-
5C0 square miles and an estimated
population of 500,000, based on the
1950 census. N

" For the year ‘1955, operating
revenues of the company aggre-
gated $14,699,000, while net in-
come amounted to $2,210,000.

- U. L. Boze Opens

" HOUSTON, Tex.—U. L. Boze.is
engaging in a. securities business
from offices at 1138 Pleasantville
Drive, °

John R. Karr Opens
EL PASO, Tex.—John R. Karr
is conducting a securities business
from offices at 1311 Ingersoll. - -

(1201) - 37,

Joins Rudd Staff

(Special to THE FINANCIAL CHRONICLE) ~ - -
SACRAMENTO COUNTY, Calif.
—George W. William Nutter is
now with William B. Rudd, 2608
El Paseo Lane, Tow & Country
Village,

‘With Sherwood & Co. .

(Special to TrE FINANCIAL CHRONICLE)
REDWOOD CITY, Calif.'—
Joseph R. Territo is. now  with
Sherwood ‘& Company, 650 *ElL
Camino Re=1. .

Joins Ffench & Crawford

(Special to THE FINANCIAL CHRONICLE) 5
ATLANTA, Ga. — H. Eugene
Rietz is now with French & Craw-
ford, Inc., 68 Spring Street, N. W..

)

Commercial Credit reports

ONSOLIDATED net income of the finance companies, insurance
companies and manufacturing companies from current operations,

after payment of taxes, exceeded $26,000,000, the largest in COMMERCIAL
CREDIT'S history. The volume of receivables acquired by the finance
companies during 1955 aggregated $3,677,241,749, compared with
$2,467,968,945 during 1954. The 1955 volume of the finance companies
was larger than any previous year in the Company’s history.
The outstanding receivables of the finance companies of $1,247,545,835,
were approximately 507, above similar outstandings on December 31,
1954, and were larger than for any previous year.
Gross written premiums of the insurance companies, prior to reinsurance,
during 1955 were $47,056,317, compared with $33,289,952" for the
previous year,
Net sales of the manufacturing companies during 1955 were $117,992,005,
compared with $113,584,595 during 1954.
Net income per common share was $5.22 on the number of shares out-
standing and was larger than for any previous year in the Company’s
history, and compares with $4.86 per share during 1954,
The book value of the common shares has increased §12.37 during the

past five years, and on December 31, 1955 was $37.88. During this five
year period the Company paid cash dividends of $58,620,448 on its
common shares, and retained $55,169,440 in the business. Capital funds
of the Company on December 31, 1955 exceeded $190,000,000 which,
with $80,000,000 of subordinated unsecured notes, and $25,000,000
Junior subordinated notes, provided a base of credit for borrowing
purposes of $295,000,000. The Company held reserves of $117,500,000
available for credit to future operations, expenses, credit losses and
earnings, i
We are grateful for the continued use of our facilities by manufacturers,
wholesalers, retailers and customers, and the continued support of our
stockholders, institutions and others who have provided our operating
funds. We appreciate the intelligent cooperation and enthusiasm of the
officers and employes in the handling of the Company’s opr.-ra',ions7
which made 1955 the largest earnings year in the history of the Company.
The outlook for 1956 for the Company and its subsidiaries appears
satisfactory.
E. C. Warcheim, Chairman of the Board
A. E. Duncan, Founder Chairman

E. L, Grimes, President

RECEIVABLES:

&

CASH AND MARKETABLE
SECURITIES. , , ...

Motor and other retail. ......
Motor and other wholesale , ..,
Direct loan receivables, , ..,

Commercial and other
receivables.,...... cesnsnee

Less: unearned income .. ....s
reserve for losses .
Total receivables, net, .

OTHER CURRENT ASSETS. .
FIXED AND OTHER ASSETS
DEFERRED CHARGES.....

ASSETS
1955 1954
$ 190532 645 $ 132 855 034

816 989 402
225 590 720
49 628 455

547 831 264
110 243 500
44 493 577

156 450 891 132 053 574

834 621 915

1248 659 468

63 488 898
16 385 073
1168 785 497

40 720 083
12 448 330
781 453 502

e

27 791 421
18 449 923
7 995 844
$1 413 555 330

22 231 596
15 174 820
4 088 157

$ 955 803 109

Condensed consolidated balance sheets as of December 31, 1955 and 1954
’ LIABILITIES -

'NOTES PAYABLE,

1955 1954

SHORT TERM.... 0000 R

ACCOUNTS PAYABLE AND
ACCRUALS

U.S. AND CANADIAN
INCOME TAXES.....esu0s

RESERVES,....... vevesoseve B 7
LONG-TERM NOTES........ 171

SUBORDINATED LONG-
TERM NOTES........

NET WORTH:
Common stock......

105

© 50
Capimlsurplus.............4 28
111

;
&
¥
&

casenses

Earned surplus, ,.veesves veee

$. 790 319 000 § 363 162 500
F 49 047 254

30 175 468

41 226 001

25 156 943
62 771 971
184 737 500

122 671 °
875 000

000 000 102 500 000

155 161
515 984

344792

49 852 961
27 910 552
98 484 681

Total net worth 190

015 937 176 248 194

$1 413

555 330 $ 955 803 109

Gross income

o

Gross finance receivables acquired

Gross insurance premiums, prior
to reinsurance, ., ., .o

Net sales manufacturing companies

Gross income—finance companies  $

Earned insurance premiums, etc,

Investment and sundry income, ,

Total expenses and reserves, elc.

Interest and discount charées. .e

A few facts as of December 31, 1955 and 1954

1955 1954
$3 677 241 749 $2 467 968 945

47 056 317
117 992 005

33 289 952
113 584 595

85 124 940 §
38 663 845

75 395 990
43159 339

Gross profit—manufacturing
companies , , ... .u.s vesenns .

17 958 054
3 488 899

13 957 241
3 095 755

135 608 325
67 330 721
20 602 557

145 235 738
66 116 446
.. 24 922 052

Provision for past service benefits’
under amended retirement plan

2 283 326

e

1955 1954

Net income before U.S. and
Canadian taxes. .., ...... v

Less U.S. and Canadian taxes
ONINCOME, , . vovevsvanss yree

54 197 240

28 012 310

45 391 721

21 162 948

Net income of
Finance companies. ...
Insurance companies
Manufacturing companies , ,

15 628 251
5 877 336
4 679 343

13 949 782
7 215 929
3 063 062

Total credited to
earned surplus. . .,v4e

$26 184 930

$24 228 773

Common shares outstanding,

end of period ......e0000 ‘eree 5
Common stock per share

Netincome. .........0000s o

U.S. and Canadian tax on

income
Dividends
Book value

Interest and discount charges—
times earned

1Dividend increased to annual rate of $2.80

015516 4 985 296

$5.22 $4.86

5.58
2.65%
37.88

4.24
2.60
35.35

3,17 3.31
from October 1, 1955

5 L]
AL M :
:COMMERCIAI'TE Offering services through subsidiaries in more than 400

==CRE»DIT I:AN: offices in the United States and the Dominion of Canada.
e . Ry
_ 7 CoMMERCIAL CREDIT COMPANY Goltinore 2, Maryland

Copies of our 44th Annual Report available upon request

the staff of T. R. Peirsol & Co.,
9645 Santa Monica Boulevard.

With Mutual Fund Assoc.
(Special to THE PINANCIAL CHRONICLE)
SACRAMENTO, Calif. — James
O. Burpo is now with Mutual
Fund Associates, Incorporated,
2101 L Street.
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'LETTER TO THE EDITOR:

Convertibility Hlusory Withont
Gold, Says Shull

New Haven monetary scholar

- convertibility concepts of International Monetary Fund Econo-

writes “Chronicle” comparing

;' mist, Dr. E. M. Bernstein, with the British Macmillan' Commit-
"tee report. Finds non-specification of currencies in terms of
fixed redeemable gold content an obstacle to ‘“yardstick” -
measurability and real convertibility of international exchange.

Editor, Commercial and Financial

' Chronicle:

Your issue of Jan. 5 carried a
statement by Dr. E. M. Bernstein,
Director of the Department of Re-
search. and Statistics,
tional Mone-
tary Fund, to
the Subcom-
mittee onFor-
eign Economic
Policy of the
Joint Con=-
gressional
Committee on
the Economic
Report — the
“Chronicle”
article by Mr,
Bernstein giv-,
en the head-
ing,“Problems
Relating to
Currency Con-
vertibility.” With that rather de-
tailed identification of the man,
and his subject, I should like to
comment on some of the points
made by Dr. Bernstein, )

His first statement in the article
reads: “Currency convertibility is
an essential of multilateral trade.
For unless each country can use
the proceeds of its exports to
every country to pay for its im-
ports from any country, it will be
unable to buy and sell in the best
markets.”

As a prelude to my comments
on the Bernstein statement, I
quote the following from a report
rendered in 1931 by .a British
committee of 14 eminent econ-
omists and financiers, known as
the Macmillan Committee. They
said:

“There is, perhaps, no more im-
portant object.in the field of hu-
man technique than that the
world as a whole should achieve
a sound and scientific monetary
system. But there can be little or
no hope of progress at an early
date for the monetary system of
the world as a whole, except as
the result of a process of evolu-

_ tion starting from .the historic
gold standard.”

Mr. Bernstein says that “the
currency convertibility with whica
we are concerned is that which
will' provide the financial - basis
for a general system of multilat-
eral trade.” — which, quite evi-
dently, is what the “Macmillan
Committee” ‘also had in mind.
And; for the sake of simplifica-
tion, let’s, for the moment, -con-
fine our discussion to the two
leading currencies of the world,
namely, the American dollar and
the British pound sterling: From
1821 until 1914, the “pound sterl-
ing” carried a value, rigidly ad-
hered to, of 113 grains of fine
gold; and, likewise, from 1837 un-
til 1933, the “dollar” was main-
tained at 23.22 grains of fine
gold. This resulted in that well-
known inter-relationship of $4.86
per pound sterling. With that mu-
tually respected relationship, there
was no difficulty, whatever, in
settling trade balances between
England and the United States—
both values of currency were as
definite as the 36-inch yardstick.

But, in modern times, nations
have slipped away from the good
old principle of sound money—so
scrupulously observed . by our
forebears. .England, under the
stress of World War I, suspended
gold payments in 1914 — just as
the United States did under the

Frederick G. Shull
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Interna-"

stress of the Civil War in 1861.
We, however, resumed gold pay-
ments in 1879; but since World
War I, England seems to have
preferred to rate her “pound” in
terms of American “dollars,”
rather than in definite terms of
the - ‘world’s standard-of-value,
Gold; and, in my opinion, that is
the chief obstacle to “currency
convertibility” today.

Again, in the article, Mr. Bern-
stein says: “There is a tendency
to think of convertibility in abso=
‘lute terms. This is a common fal-
lacy: a currency is said to be
either convertible or inconverti-
ble.” In my view, it is a “fallacy”
to say that honest currencies
shouldn’t be inter-convertible on
“absolute terms”; for nations
aren’t dealing in currencies, they
are dealing in goods and services;
and if they don’t have an absolute
yardstick for measuring those
transactions, they lack an essen-
tial tool for handling foreign
trade. That, I take it, is what the
“Macmillan Committee’ had in
mind in pointing out the need for
“the world as a whole to achieve
a sound and scientific. monetary
system.”

To illustrate just what I have
in mind, the following facts will
serve: Since 1933 the American
dollar -has, theeretically, carried a
value of $35 a fine ounce of gold.
(I say “theoretically,” because,
for more than 20 years, our Gov-
ernment has failed to back up that
claim of “value” by reestablishing
the age-old sound monetary priv-
ilege of making our curency re=-
deemable, on demand, in gold, as
it should be, in order to become
an honest currency. We do, how-
ever, accord to foreign banks and
countries the right and “privilege”
of redeeming their American dol-
lars at the U. S. Treasury at $35
a fine ounce of gold — meaning
that to this extent the United
States is on the gold standard.

As against those gold-values

rigidly adhered to by England and &

the United States throughout the
greater part of the 19ta Century
(113 grains of gold for the “pound
sterling” and 23.22 grains for the
“dollar”), our Government, in the
1930’s, dishonestly debased the
dollar to 13 and 5/7th grains, or

to $35 per ounce of gold; and Eng-‘

land, after trying various values
for the pound sterling, set it at
$2.80 per'pound in 1949, where it
has remained since.

To illustrate my point as to
what trading countries ought to do
with their respective currencies,
in order to achieve honest “con-
vertibility,” let’s use the British
and the United States currencies
for that purpose: Based on our
dollar at 13 and 5/7th grains of
gold, the pound sterling, if it is
to be maintained at $2.80, actually
has a gold-value of 38.4 grains. of
fine gold. If, by passing one of
the Gold Standard Bills that have
long been pending in the Congress,

the United States were to firmly.

fix the value of the Dollar at $35
an ounce, and guarantee to main-
tain that “value,” at all costs; and
if Britain would firmly fix the
value of the pound sterling at 38.4
grains of fine gold —or at any
other gold “value” she may choose
to select—and guarantee to main-
tain that “value,” at all costs, an
excellent start would have been
made toward “achieving a sound
and scientific monetary system,”
as strongly recommended by the

Macmillan Committee. We should
then have gone a long way toward
“currency convertibility,” and in
very “definite terms.” And such
a plan certainly ought to meet
with the approval of the Inter-
national Monetary Fund..

If further arguments are neces-
sary to support the principles of

. honest money that I have tried to

clarify herein, I refer all doubters
to the world’s greatest economist,
Adam Smith: In his “Wealth of
Nations” (page 252.of the Harvard
Classics edition), Adam Smith
tells how the Bank of England, to
preserve the pound sterling on a
sound basis, did not hesitate to
pay a premium for gold, when
necessary, in order to keep the
bank’s paper-money at-par with
gold—at times paying as high as
four  pounds sterling per troy
ounce for gold, and then coining
that gold into English coins carry-
ing a face-value of only three
pounds, 17 shillings, 10%2 pence
per ounce thus taking a loss of
from 2 to 3% on the gold -itself.
That was certainly “convertibility
in absolute terms.” Evidently, in
those days, it was not regarded a
“common fallacy” to maintain that
form of convertibility.

If trading nations would merely
be as forthright, by maintaining
their - respective currencies in
terms of a definite weight of gold
per unit of currency, the “Prob-
lems of Convertibility,” referred
to in the latter part of the Bern-
stein article, would seem to be at
an end. In other words, “the world
would have achieved a sound and
scientific monetary system . . .
as a result of a process of evolu-
tion starting from the historic
gold standard”—in line with the
sound recommendation of the
Macmillan Committee, so admir-
ably presented in.its Report is-
sued in June, 1931.

Very truly yours,
FREDERICK G. SHULL
2009 Chapel Street :

New Haven 15, Conn.:
Feb. 22, 1956.

Ervin Stein Adds
(Special to THE FINANCIAL CHRONICLE)
SACRAMENTO, Calif. — Frank
M. Sorley ‘has been added to the
staff - of Ervin E. ein, 1414
Broadway.

Orin Phelps Opens -

MIAMI, Fla.—Orin M. Phelps is
conducting a securities business
from offices in the Huntington
Building. Mr. Phelps was formerly
lOCél manager for Gordon Graves

0. )

L. Lazaroff Opens

ROOSEVELT, N. Y.— Leonard
Lazaroff has formed The RandL
Investment Company with offices
at 750 Hempstead Turnpike and
the Rand Company with offices at
25 Norton Drive to engage in the
securities business. g

Daniel Rice Adds: -

(Special to THE FINANCIAL CHRONICLE)
MIAMI, BEACH, Fla.—Wyonzie
Al Hartzell has: been added to the

staff of Daniel F. Rice and Com- .

pany, 317 Seventy-first Street.

. Form Funds Inv. Co:

DALLAS, Tex.—Funds Invest-
ment Co. has been formed with
offices at 4332 Bryn Mawr Drive
to: conduct a securities business.
John O. Gieseke is proprietor.

White, Weld Adds

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Jack R. Wille-
ford is now affiliated with White,
Weld & Co., 231 South La Salle
Street.

Joins S. A. Sandeen

(Special to THE FINANCIAL CHRONICLE)
ROCKFORD, Ill. — Russell T.
Lenz nas -become connected with
S. A. Sandeen & Co., Talcott
Building. :
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LETTER TO THE EDITOR:

‘Reader Takes Exception

il Y

- To Bahson’s Gold Views

In a letter to the “Chronicle,”

reader Richard Spitz contends

that gold’s usefulness in international trade refute’s Babson’s
statement that the gold standard has been replaced by a

poliiical standard: Mr. Spitz

‘finds it would be impossible

“without gold to relate the price of Brazilian coffee with Ameri-
can’ cheese. -Concludes by pointing ‘out that Mr. Babson’s
political standard can only lead to Socialism.

Editor, Commercial and Financial
Chronicle:

Mr. Roger W. Babson writes so
prolifically that it is sometimes
difficult to know the difference
between the froth .and the beer,
in reading him. . ]

However, his “Eisenhower. and
the Stock Market”; dateline Feb-
ruary 2nd, 1956, as published in
the COMMERCIAL AND FINAN-
CIAL CHRONICLE is the most
astounding parcel of double slant-
ing that I have seen in some little
time. Mr. Babson ‘discusses what
most other economists -avoid like
the plague, namely what are the
monetary standards enforced by
the Republican Party since they
came into office?

Mr. Babson states that the gold
standard has been discarded by
both the Republican and Demo-
cratic Parties. It would, therefore,
follow that the Republican Party
since obtaining office, no longer
advocates  the return to sound
monetary practices in terms of
gold content evaluation, as it did
during the time the Democrats
were “calling the shots”. Certain-
ly there:is no use for political
parties except for office holding
seekers when both are advocates
of the devil, unsound monetary
standards, that will finally turn
constitutional government to dic~
tatorship and  business economy
into socialism, for not even Mr.
Babson can. keep these two di-
spoilers of liberty and free enter-
prise separate and-apart. My ref-
erence for such statement is what
Hitler- perpetrated in Germany
and Mussolini in Italy and a few
other personages that started with
the promise of salvation and end-
ed up in death as dictators, and

- intellectually uncouth' men. Mon-

etary management in Britain has
brought socialism.

How does the Republican Party

intend to get beyond gold evalua-
tion for international trade and
the basis for evaluating the money
of nationals in international trade.
Thank God for gold evaluation of
national currencies in internation-
al trade! It may keep the United
States from socialism; for social-
ism  only recognizes poor mone-
tary standards, and inflation fi-
nally finishes socialism!
- Mr. Babson . speaks out that
since 1932 the United States “has
been on a POLITICAL STAND-
ARD and the Gold Standard has
been discarded”. ‘- ’

Not so fast, Mr. Babson! Thé gold
‘standard has not' bsen discard-
ed in international trade, so polit-

* ically, the Republican and Demo-

cratic Parties are still on the gold
standard, but trying to get off! I
have examined the views of the
Randall Committee and the views
of Dr. Milton Eisenhower and the
-views of Secretary of Defense
Wilson who have. tried to reduce
gold to just another commodity,
internally and internationally, for
they full well know that either
gold will continue to evaluate, or
commedities will try to evaluate
gold, as priced by governmental
edict, for there is hardly any co-
ordination between the coffee of
Brazil and the price cf cheese in
these United States. It has been
especially so since governmental
edict tricd to fix the price of Bra-
zilian coffee and the price of
cheese has been attempted to ba
regulated by parity prices in these

United States. There is a differ- - .
ence between political coordina- :
tion, and free supply and demand -
free enterprise coordination of :
prices geared to gold evaluation.
The political monetary standard
is about as efficient as the politi-

cian that runs-with the hares and e

Lunts. with the Founds. :
A Political standard dollar with
in' the ‘domestic walls. .of these -
United' States? Well, the evalua- |
tion is still subjected to the inter- -

national gold standard.- German
marks and Italian lire were bad /
domestically and worse in inter-
ngtional trade. Certainly Mr. Bab-
son cannot give his blessing  to ’
political monetary standards that :
can only inflate, never coordinate -
price structures, and finally de- -
stroy every vestigz of price co- -
ordination. He has observed the .
course of sterling, with an inter- -
nal evaluation and an external :
value. These are political mone-
tary standards from which the '
Republican Party was to save us,
and now we find the Republican -
Party the adherents to suca faulty
monetary double-talk.

‘A political standard in mone- *
tary parlance is what these United -
States is going through. A double -
value on" governmental bonds, a”’
double value on life ‘insurance
proceeds, a dcuble value on farm -
procucts, one by governmental
edict and the other as expressed
in the marketplace, a double value :
on inflation, to cure the excesses -
of inflation in one breadth and -
cure the implications of deflation *
every time deflation shows it's.
persistent” opposition. A political
standard that must ultimately de=
stroy the gold' standard taat self-
disciplines the producer, tze con-
sumer, to their respective cuties
to the free market place and po-
litical liberty. .

-The political standard advocates
are fooling' no one more than
themselves. The citizen of aver-'
age intelligence knows and feels’
what is happening. Political mon- -
etary standards have liguidated
free enterprise, as history of other’
countries kidding themselves has’
proven as a matter of fact, and’
the business man wko stands for!
poor monetary theories wiil end’
up -with ownership as a word to
be used in the past tense, and the:
word socialism substituted in the’
dirty meaning of the word. The-
men who have been shouting cur-*
rently for tax cuts instead of fis-:
cal amortization. of the national-
debt will live to regret the errors’
of their way that free -enterprise’
can be given lip service and trad--
ed in false standards- of money,
and still remain free. I disagree
with ‘you,; Mr. Babson.

: RICHARD SPITZ.
Fortune’s Rocks :
Biddeford, Maine
Feb. 20, 1956

Two With A.-C. Allyn
(Special to THE FINANCIAL CHRCONICLE)
BOSTON, Mass.—W. Raymond
Doxey and Thomas C. Murray are.
now associated with A. C. Allyn
and Company, Incorporated, 30
Federal Street. :

Eaton & Howard Add -

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Donald E.
Furber has been added to the staff-
of Eaton & Howard, Incorporated,
24 Federal Street,
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- production

- slight
¢ trend
- month, the number mentioning

. reduction
- While 9% reported in February
. .(against 8% in January) that em-

- local - -conditions. ‘
< month, 71% report emnloyment to
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- NAPA Business-Sur,vej Committee Report

-Compotite purchasing agents opirion reveal: (1) most see
no immediate prospect of relief from current-high prices; (2)
inventories of purchased materials - climbed ‘ slizhtly; (3)
unchanged . employment with skilled and techn%cal shortges;
and (4) middle of the road trend in purchasing policy.

’ ) R
The February “survey. confirms production ‘matetials, there were

the slight leveling off in indus-
-trial business conditions that-was
. reported in January, according o
~the National Association of Pur-
Y chasing Agents Business .Survey
- Committee, whosé Acting Chair-
“man is Marshall Pease, Assistant
- Manager of Purchases, the Detroit
- Edison Company, Michigan.
While the February figures on
(better 32%; ‘same
< 56%; worse 12%) remained about
-the-same as the January percent-
ages (33%; 54%; 13%, respec-
f tively), the new order position
- for February is reported to have
: declined slightly. Only 30% - see
- improvement: 52% report the po-
. sition to be the same, and. 18%
: show ‘a decrease, in comparison
¢ with last month’s 34%, 38% and
+ 18%, respectively. .
©  Commodity prices remain high,
with a minor modification of the
- rate cf upward trend. Inventories
‘ of purchased materials climbed

‘,slight]y. Employment continues

good, with many again express-

- ing concern over the shortage of
_ skilled and ‘technical personnel.
Buying policy reflects a middle.
- ground pattern, with production
! materials- and-- MR O . supplies
- strongest’ in the” 30-

to 90-cay
range,
On - a -special -question .asked

* this month, the predominant opin-
*ion is that the supply-to-demand : -
- ratio for- materials will improve. .

- Of those who reported, 62% feel
- it will definitely ease, while 28% -

expect no change in the next six

* months. Only 10% -anticipate any
- worsening of the situation.* "

Commodity Frices "
The reports this month show a
reversal of:latmonth’s
in price advances.

price increases dropped 5%, to
58%, {from 63% in Jaauary. Simi-

" larly, price decreases were re-
‘ ported by 3%
* against none in.January, while
- 399% found prices remained the
' same, compared with 37% who so
© reported last month. )

in February, as

Although the reporting percent-

. ages indicate a slight weakening

© in the gengral price structure;

. most Committee memboars com-

. ment that th&y see no immediate

' prospect of relief from current
high prices.

Inventories
In Februzry, 30% cf the pur-

: chasing agents surveyed report in-

ventories higher than a month

. ago, compared with 23% in Janu-
. ary. .They indicate the movement
. reflects seasonal patterns, auto-
_ motive cutbacks and lowered con-
. sumption of stocks. 55% repo:ted
. inventories to be the same, com-
. pared with 60% in January; and

15% reported them to be lower,

.; against 17% a month ago.

Employment
There is still no indication of a
in employment  rolls,

ployment is lower than-a month

- earlier, the slight rise is generally

considered to reflect seasornal or
Again th's

be the same, and 20% (against

© 21% in January) say employment

is up over a month ago. Skilled
and professional help. especially
engineers, remain on the scarcity
lists. Many also continue t> men-
tion shortage of compelent steno-
graphic and clerical applicants.

Buying Policy
The Committee’s February re-

" ports indicate a middle of the road
~ trend in purchasing policy. For

bitized for FRASER
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36% reporting in the 90 days plus
level and 5% on a hand-to-mouth
kasis; last month, the figures were
44% and 3%,. respectively. How-
ever, reports show 21% in the 30-
day bracket and 38% planning 60
days, while in: January those per-
centages were_24% and 29%, re-
spectively. On"MRO supplies, 13%
say- hand-to-mouth; 40% plan 30
days;- 30% report 60 days, with

17% at 90 days plus. For capital -

goods, 74%- report:coverage of 90
days or better.

‘Specific Commodity Changes

Steel continues to dominate the
price and supply situation.

On the price up side are. Brass,
copper, steel, castings, steel plates,
steel bars, steel pipe and fittings,
zine, selenium, linseed oil, paper,
fuel oil, coal,"some insulating ma-
terials, cement.,

On the down side are: Steel
SCrsp, mercuryy cocoa, rubber.

In shert supply:
copper, nickel,: steel (structural,

castings, plate,” sheets, stainless,

wide flange beams, pipe), titanium
dioxide, -'selenium, paper,
paper, fuel -oil, glass, -cement,
bearings. s

F. W. Fairman, Jr., Director

This. -

_ Fred W. Firman, Jr.

Fred W, Fairman, Jr., has been
elected: to Tekoil Corporation’s
board of directors. He is chairman
of the board of the Chicago in-
vestment banking firm of Fair-
man, Harris- & Company, Inc.

“Bank Credit Associates
Announce Dinner Meeting

The Bank Credit Associates of
New York will kold their regular
dinner meeting- March 15 at the
Railrcad Machinery Club. Tariff,
$4.75.

Carl H. Madden, Chief of the
Public Information Division of the
Federal Reserye Bank of New
York, will address the meeting on
“The Relationship of the Federal
Reserve System to the Credit
Market.” -

Reservations should be made
with Robert J. Kurau, Grace Na-
tional ‘Bark of -New York, ’

Correction

In the “Financial Chronicle” of
March 1, in reporting the forma-
tion' of Burke & Company, the
names of the partners were given
as J. Jay Schwadron and William
Burke —: this' should have been
Lillian Burke. -

Drachman Co..Opens -
Drachman & Co. is engaging in
a securities business from  offices
at 570 Seventh Avenue, New York
City. Partners.are Nathan Drach-
man, Harvey Drachman and
Frank Stave. .7,

-Forms R. King Co.

R. King is engaging in a securi-

. ties business from offices at 2190

Boston Road, New . York City,
under the firm-name of R. King
Co.

Aluminum,

kraft’

Bank and Insurance Stocks ’
B!j ARTH;UR B. WALLACE
This Week—Insurance Stocks
Since the end of the war the increase in the volume of busi-

ness cone by t.e fire-casualty insurance companies has been
greater than for any like pefiod. To be sure, a large segment of

this was due to-the inflating. of values up to two or three years .

2go; but whether the cause is inflation or the normal growth that
occurs in a stabilized economy, the increased volume must be

financed if the company is to operate on a sound basis. There are

two methods of financing increasing volume of premiums, either
by asking the shareholders for -additional capital through the
issuance of rights-to subscribe to new shares, or to retain suf-
ficient amounts of earnings- to build up policyholders’ surplus
sufficiently to back .up the increasing volume of writings.

A good test of the adequacy of capital funds (capital and sur-
plus, or, policyholders’ surplus, to give capital funds the designa-
tion that the industry uses) is the relationship of unearned
premium reserve to capital funds. It will be recalled that un-

" carned premium reserve is a liability of an insurance company,

arising from the fact that when a policy is issued the premium
goes into tae reserve because it will not be fully earned until the
end of the policy. term, and in the meantime the insured may at
his election cancel the unexpired term of the policy and receive a
return of the portion of the premium applicable to the time the
policy has still to run.

Relatively few of the leading fire and casualty insurance
companies have, in the time since the war, issued new capital for
subscription, altnough the sharp increase in volume in the 1945~
1947 period did bring a few companies into the market. So it has
been that most of the funds to finance growing volume of writings
have come from retained ‘earhing.” As essentially all of these units
retain - all: profits . derived from underwriting operations, that
portion of ‘tneir earnings automatically is “plowed back” to sup-
port expanding volume.  But' intperiods of reasonably normal
growth, insurance companies, while keeping dividend pay-out
within tae amount of income from investments, less taxes, do
disburse tie bulk of that source of earnings. i

Thus, choosing a company at random, Continental Insurance
in.1940, when the growth' of business was moderate, disbursed

. 90% ol investment income, while in 1948, when inflating values

‘plagued the companies, the pay-out was 68%. Hartford’s respec-
tive ratios in the same years were 87% and 57%. This state of
affairs -is what has in the main been responsible for the meager
dividends of the better grade insurance stocks, with the conse-
quent scanty yields. - .

The accompanying schedules bear out this showing. Some
76% of the units listed had a-greater ratio of unearned premium
reserve liability to capital funds in 1954 (the last year for which
complete data are available) than in 1940 (tne year preceding
‘that in which«we. entered the war). On the other hand, the pay-

out ratio of dividends in relation to income from investments was
in almost every case smaller in 1954 than in 1940. This brings out
the fact that the managements have been relying upon investment
income to “sweeten” capital funds to enable them to take care
of the growing volume of* business” written. And it also brings out
the reason for 'the lower-than-normal yields, as investors in
insurance stocks utilize them more for capital appreciation than
for current income. A flattening-out in the volume curve for a
few years could bring more realistic dividends for those who do
1ook for income. This, of course, will depend on the tide of busi-
ness activity in our general economy:

‘Ratio of Unearned
Premium Reserve to
Capital Funds

Dec. 31,40 Dec. 31,54
0.85:1
1.14:1
0.90:1
0.97:1
0.63:1
0.63:1
0.26:1
0.42:1
0.47:1
0.20:1
0.72:1
0.57:1
0.77:1
0.45:1
0.56:1
0.79:1
0.37:1
1.03:1
0.99:1
0.53:1
0.40:1
0.46:1
0.85:1

Ratio of Dividend
Pay-Out to
Investinent Income

1940 1954
93% 30%
92 71
94 55
100 49
© 70 - 69
69 50
90 81
92 60
118c 82
83 82
68 72
76 96
207 97b
101 68a
87 64
98 71
77 70
73 61
52 8
94 60
93 69
72 71
91 58
1.08:1 63 52
0.63:1 80 58
;l;v;!end of Great American ‘in 1940 included payment by ‘an affilia'e, a holding company
sinze dissoived.

b Glens Fall¢ 1940 dividend included a payment by Glens Falls Investing Co.,
Lolding stocks of the fleet members in trust for Giens Falls shareholders. |

¢Fideliy & Depo:it, for nine years disbursed moie than its income from .investmgnts.
Juring this period its statutory underwriting profit was sese-al times as g.eat as income irom
avesiments,

Aetna Casualty

Aetna Insurance
American Insurance...
American Surety
Boston Insurance
Continental Casualty ..
Continental Insurance..
Federal Insurance -.
Fidelity & Deposit
Fidelity Phenix

Fire Association
‘Fireman’s. Fund

Glens Falls

Great American
Hartford Fire

Home Insurance

Insur. Co. of No. Amer.
National Fire

National Union

North River

Phoenix Insurance

St. Paul Fire & Marine
Springfield "
U. S. Fidel. & Guaranty
U. S. Fire Insurance.._.

0.30:1

0.28:1

an affiliate
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Schlemmer Elected fo
NASD Bd. of Governors

Harold P. Schlemmer, of Schwa-
bacher & Co., San Francisco, has
been elected to the Board of Gov-
ernors of the National Association
of Securities
Dealers, Inc.
to fill the un-
expired term
of the late
Arnold Gru-
nigen, Jr. .

Mr. Schlem-.
mer joined
Schwabacher
& Co.,, as a
partnerin
1945, and pre-
viously there-
to, he was
for many
years a part-
rer.of Cava- B
lier 'and Company, and former
Vice-Chairman of the National
Association of Security Dealers.

Open Branch Office
LOS ANGELES, Calif.—Stone

H. P. Schlemmer

. & Youngberg have opened . a

branch office at 704 South Spring
Street under the management of
Charles H. Watt. )

Straus, Blossei' Oﬂicei

ROCK ISLAND, Ill. — Straus,
Blosser & McDowell have opened
a branch office at 1701 Second
Avenue undér the direction of

‘Nat E. Geismar.

- Weston Opens Branch

SAN DIEGO, Calif.—Daniel D.
Weston & Company has opened
a branch office at 2136 El-Cajon
under the direction of Coit Decker,

With John G. Kinnard

(Special to THE FmAycuL CHRONICLE) *
MINNEAPOLIS, Minn—Ernest
A. Collins is now with John G.
Kinnard & Co., 133 South Seventh

- Street.

Minneapolis Assoc. Adds
(Special to THE FINANCIAL dHnoNxcu-:)

MINNEAPOLIS, Minn.—Lee R.
Anderson has become affiliated
with Minneapolis Associates, Inc.,
Rand ‘Tower.

With R. J. Steichen Co.

(Snacial to THE FINANCIAL CHRONICLE) «

MINNEAPOLIS, Minn, — Mar-
jorie H. Murphy has joined .the
staff of R. J. Steichen & Co,
Roanoke Building. Miss Murphy
was formerly with Beardslee«
Talbot Co.

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government in
Kenya Colony and Uganda
Head Office: 26 Bishopsgate, .
London, E. C. 2.

West End (London) Branchs:
13, St. James’s Square, S. W. 1.
Branches in India, Pakistan, Ceylom,
Burma, Aden, Kenya, Tanganyika,
Uganda, Zanzibar, and Somali-
land Protectorate.
Authorized Capital_-__-£4,562,500
Paid-Up Capital £2,851,562

Reserve Fund
The Bank conducts every description of
banking and exchange business.
Trusteeships and Executorships
also undertaken .

L

New Study on

Christiana
Securities Co.

Bulletin on Request

Laird, Bissell & Meeds

Members New York Stock Exchange
Members American Stock Exchange
120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-3500

Bell Teletype—NY 1-1248-49
(L. A. Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks
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Continued from first page

As We See It

*up “rigid supports” at 909 of parity as the immediate

need of the farmers.

Now, as every one knows, this “rigid support” plea
and the 909 of parity notion have become nothing more
or less than slogans in their own right. Of course, a return
to them now would be nothing more or less than a mass
application of the hairs of the dog that did the biting.
Mr. Stevenson is an intelligent man,; and in ordinary
things a man of a good measure of common sense. He must
know that he is doing nothing other than appealing to the
farmers by means of a formula which has become a sort of
political catch word which the Democrats believe would
win votes. In politics as in legal matters plaintiffs should
come into court with clean hands. “Nostrums” are quite as
common on one side of the political fence as on the other
—and Mr. Stevenson himself is definitely no exception
to the rule,

How Different It Would Be

Hows different things would be if the Democratic
candidate (or candidates), as the opposition, were really
in a position to take issue with the policies and programs
of the Administration, and to present to the American
people programs which embodied American traditions and
American common sense. Certainly the Eisenhower Ad-
ministration would be quickly and obviously on the de-
fensive — assuming, as we do that the American people
could be persuaded to turn their back upon purveyors of
“slogans” and “nostrums” no matter by whom peddled.
The trouble is, of course, that most of the folderol now
part and parcel of so much of the policies and programs
of the Administration had its origin in the New Deal and
the Fair Deal, and the Democratic party has such a long
and well known record of defending it and boasting about
it that it does not lie in the mouth of any of the candi-
dates of that party to say very much in criticism of it.

Run over the pertinent facts! The Administration
made some sort of tentative and hesitant beginning in the
long, arduous task of getting agricultural policies and
programs back to a semblance of reason and hard sense.
Even that small beginning is now being surrendered in the
face of a prospective election with the Stevensons and

the others trying to make martyrs out of the farmers. It

is a shameful situation, but in light of all the circum-
stances it is hardly to be expected that the real agrarian
issues will be permitted to come into the campaign in this
year of our Lord, 1956. Despite it all, the state of affairs is
slowly, and very painfully, correcting itself, but this
political campaign now bids fair to reduce the speed of
unavoidable readjustments rather than to promote or
help them.

‘ The New Deal introduced the policy of permanently
“soaking the rich” to pay the bills of the poor. The Fair
Deal joyfully continued that line of policy. And the Eisen-
hower Administration? It did an extensive job of rewrit-
ing tax legislation, but who is able to say that one jot or
one tittle of the “soaking the rich” philosophy has been
removed from the statute books? Obviously, the Demo-
cratic party can not complain. As a matter of fact the
pressure from that quarter is to go further in “favoring”
the small taxpayer at the inevitable expense of the large
or successful taxpayer. This is'a state of affairs which only
slowly works its mischief fully. The men who have already
reached the level of financial success can obviously more
effectlvel}{ live with a system of this sort than can the
man who is on the way up, and who to be fully successful
needs to employ his earnings in his business in much
larger degree than is possible under a system of this sort.
“Giant industrialists” are not likely to appear in the future
/in the way they did in the past to promote the economic
welfare of this country of ours.

And Those Regulatory Laws
Then there is an almost infinitude of regulatory laws

which either owe their origin to the New Deal or the Fair .

Deal or else are indebted to those regimes for the extreme
nature of a number of their provisions at the present time.
The securities acts, the utilities control legislation, the
minimum wage and fair labor standard legislation, and
several others come at once to mind. Which of these has
been abolished or even in any material way modified or
moderated since Mr. Eisenhower took office? To ask the
question is to answer it. Of course, none of them have
been, and nothing of the sort is even proposed. How en-
couraging it would be if somehow influential political
groups would and could challenge both the New and Fair
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Deals and the present Administration in the name of good,
solid Americanism as developed and known in this country
from the time of its inception to the inauguration of
Franklin Roosevelt in 19337

Then, of course, there is the astounding and alarming
extent to which the Federal Government has entered the
field of so-called “social welfare.” It had gone extrava-
gantly enough into the business of pensions and the like
long before the Eisenhower Administration was ever
thought of, but it remained for this Administration to add
so incredibly to the future liabilities of the Federal Gov-
ernment in respect of old age pension and the like that
they now rival the acknowledged, formal debt otherwise
resting upon the national government. Then there are
literally billions of contingent liabilities in the fields of
housing, veterans, and in other directions. No one can say
with confidence precisely how much of a burden all this
is likely to be on the taxpayer in years to come. But who
is raising a voice about all this in the corhing campaign—
or about the undertaking by the Federal Government to

“guarantee” permanent prosperity in this country?

Continued from first page

New Dimensions in Qur Economy

the fullest contribution to that
wise management. The prime req-
uisite of m:znagement is vision.
The hallmark of wisdom is the
ability to foresee with at least’
some clarity and confidence the
needs of tomorrow and beyond to-
morrow. Yet it is all too easy to
become preoccupied with the day-
to-day barometers. Far too often
our noses seem to be buried in the
daily market reports, the weekly

. carloadings, the monthly inven-

tories, and the charts of current
fiscal performance.

Following the most prosperous
year in the nation’s economy, eco-
nomic discussions are heavily
peppered with such questions as:
“Are we pumping too much fuel
into our economic machine? Are
we accelerating too fast? Is it
time to put on the brakes?”

Perhaps it is understandable
that the economy is so often dis-
cussed . in metaphors borrowed
from the automotive industry. I
am sure you will forgive me if I
introduce an element of the elec-
trical industry without switching
the metaphor. The question we
should be asking ourselves is this:

Are we .trying to drive with our’

headlights switched on :the low
beam? Are we too absorbed with
every small bump that may lie
ahead of us? Is the low-beam,
short-range outlook equal to the
needs of our high-powered econ-
omy on the broad highway of op-
portunity?

If we are to have wise manage-
ment of our national household, if
we are to achieve in fact a glo-
rious economic future, our leaders
in business must free themselves
of this year’s plans and programs
and look at least 10 years ahead.
The mounting problems and op-
portunities are making even a
decade a short space of time for
planning. More and more we
should be planning 15 or 20 years
ahead—an entire business genera-
tion.

Impelling Forces

Three impelling forces are ap-
plying tremendous leverage to
our future growth: (1) our ex-
panding population; (2) our rising
standards and concepts of living;
and (3) our rapidly multiplying
technology with its abundant po-
tential to produce more for every-
one. i 5

The statistics of thes> forces are
familiar to "every businessman.
But in our long-term projections
we continue to underestimate.
And in assessing the immediate
outlook, we too often seem to be
astonished at the realization of
even our more conservative pro-
jections. Measured against our
predictable needs and opportun-
ities, the performance of our econ-
omy in 1955 was not very spectac-
ular, and in many sectors not
nearly good enough. The record
Gross National Product of $387

doubled

billion represented an increase of
6% in real output in 1955 over
1954, but the increase of 1955 over
1953 was only 4%, allowing for
price changes.

Depicted Growth Rate

The average improvement of
2% in the last two years has fallen
behind the rate of progress of the
last decade and, to meet our goals
for the next 10 years, must be
stepped up to at least 3.6% an-
nually. Instead of talking about
a possible slowing down of our
economy in the last six months
of this year, we should be making
a vigorous effort to push forward
in order to catch up with our
long-term opportunities.

It is easy to get the illusion that
we are driving too fast if we
spend too much of our time
watching our progress out the
side window. The telephone poles
may seem to be whizzing by like
a picket fence. To get a better
perspective on our speed, we need
to keep our eyes on the road
ahead, with perhaps an occasional
check on the rearview mirror to
see how far we have come,

It is difficult to reconcile the
frequently expressed fears of a
slowdown in 1956 with the real-
istic long -term plans of many
business leaders which appear al-
most daily in the adjacent news
columns. Consider a few ex-
amples: the steel industry will
add 5,000,000 tons new capacity in
each of the next three years, an
increase of two-thirds in the aver-
age annual expansion of the past
10 years. By the end of this year
the aluminum industry will have
its 1951 capacity and
plans to add a-further 50% by
1960. In the very year of a pre-
dicted decline in production, two
automotive companies are going
ahead with capital expenditures
of one and a half billion dollars.
The petroleum industry has year
by year increased its expenditures
for expansion from more than
$3 billion in 1951 to more than
$5 billion in 1955 and again in
1956. The .construction industry
forecasts a new peak of $60 billion
in 1956 for new construction,
maintenance and repair. Electric
utility companies will spend $3,-
100,000,000 on new construction in
1956, an increase of $200,000,000
over 1955. .

Contrary to any indication of a
slowdown, the electrical industry
as a whole is moving right ahead.
In the electrical manufacturing
industry, we must build the
equipment needed to double ‘elec-
tric service in less than 10 years
and to quadruple in the next 16
years. General Electric has budg-
eted for 1956 an increase in sales
billed of 15% over 1955. .
* The greatest hazard in the
achievement of our long-term

goals is fear. Fear is an emotional

disease, and we are all familiar

with its contagious effect. A sure
way to lower our resistance to the
contagion is to base all of our
decisions on impulsive reactions
to everything we see or imagine
immediately ahead of us. The
rabbit is notorious for his impul-
sive decision making. The usual
decision is to run for cover.

Long-Run Fac'ors
1t is important therefore to rec-

- ognize that even with the best

planning we will make mistakes.
Our future growth will not be a
straight line. The best innocula=
{ion against the contagion of fear
is to cultivate the habit of stand-
ing by our long-range convictions.
We must keep constantly before
us the long-term implications' of
our growing population, our rigmg
standard- of living, and rapidly
advancing technology. ;

Our population is growing at a
rate which continues to make the
most optimistic' projections turn
out to beoutrageously conserva-
tive. This :year the total -will
reach 169,000,000, a figure which
the Bureau of Census estimated as
recently as 1948 would not be
reached - until 1965—even assum-
ing what was then called the
“maximum fertility ratio.” You
can view this in two ways: we are
either nine years ahead of our
projections or we may be nine
years behind in our planning for
thé needs of ocr pop.lation.

Looking ahead to 1966 it may
well be that current Census pro-
jections of = slightly more than
190,000,000 need to be revised up=
wards to 200,000,,00. We cannot
wait until the 1960’s if we are to
have in place in time the manu-
facturing and commercial facil-
ities,’ the” homes, the transporta-
tion, highways, schools and hos=
pitals required to fill the needs of
a nation of 200,000,000.

Our standard of living is grow=
ing even faster than our popula-
tion growth, of course. Just how
much faster is another factor
which  short-sighted  planning
could miss by an uncomfortable
margin. Last year the President’s
Council of Economic Advisors es-
timated the conservative goal of
a Gross National Product of $500
billion by 1965. This was in-
creased to a potential $535 billion
by the Joint Congressional Com=-
mittee on the Economic Report.
Our own estimate would now be
$550 billion in 1965 at 1955 prices,
or approximately $570 billion by
1966, 10 years from now.

As a result of underestimating
the growth in our standards of
living, have we in business not

‘been guilty of too long targeting

our markets at the upper income
groups? Between 1950 and 1954
the number of families with in-
comes of over $4,000 a year after
taxes increased from 12,200,000 to
21,400,000. As productivity in-
creases, bringing higher ray for
higher skills, this trend is accel-
erating. Average annual earnings
of General Electric employees in-
cluding benefits paid by the com-
pany have increased from slightly
more than $2,000 in 1939 to about .
$5,600 in 1955. As we automate to
satisfy customer demand—and as
we thus raise the jobs requiring
higher education and skills in
ratio to unskilled jobs—it would
seem entirely possible that the
average earnings of General Elec-
tric employees 10 years from now
may be in the range of $8,0C0 to
$9,000 annually. .

In the early 1960’s production
of 10,000,00 cars a year can-well
be the way of life in the automo-
tive industry, particularly if we
realistically plan to meet our
highway needs. And in another
decade our housing needs may
call for 2,000,000 new homes or
dwelling units a year. The typical
—not the luxury — home of the
1960’s will be equipped with ap-
pliances employing at least 25
electric motors. I

These are just a few examples
of the growth we must plan for
in the things we already know
about in order to fill the needs of
our growing population and our
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desires for a-higher standard of
living.- : ’

An even greater force compel-
ling us to plan and plan far whead
is our rapidly expanding tecn-
nology.

* Up until now we have not had
reliable measurements of the full
impact of invention®and innova-
tion on our standard of living. Re-
cently the National Science ¥oun-
dation made the first . tentative
efforis to evaluate.the effect of re-
search and development on long-

term. produectivity..- Their :studies’

indicate a net contribution to.the

Gross National Product in,1953 of
- at least 12% and perhaps as much
-as 24% which resulted from-the,

research conducted over;thé pre-
vious 25 years. -

“The nation’s total bill ,for-re-

search and development' for -all.
the years through 1955 has been
estimated at $44 billion. Half of
that came in the 1950’s. ‘With the
inevitable time lag between in-
vestment and return, ‘it - can
scarcely have begun to pay off.
The impact on the future will be
tremendously greater. Many in-
dustries are just awakening to the
need for investment in research
and development, with the result
that the national expenditure is
now well over $5 billion a year.

Built-In Stabilizers

Private industry’s growing in-
vestment in research and develop-
ment may-well be our best insur-.
ance for stability in our future
growth. In discussing the problem
of avoiding deep and prolonged
depressions in the business cycle,
we hear a good deal these days
about “buiit-in stabilizers” in
our economy. The usual reference
is to such government-sponsored
programs as unemployment insur-
ance and old age security. A po-
tentially greater “built-in stabil-
izer” is the pressure of new ideas,
new products, and new services
to keep us moving ahead. Even
during  the depression of the
1930’s, when too many of us were
accepting the negative theory of
a mature economy, tremendous
pressures for a new era of growth
were building up.

Great new industries, such as
the $9 billion-a-year electronics
industry and the gas turbine-jet
engine industry, have come into
being - in less  than a . business
generation. - In General Electric
about one employee in three
works on new products we did
not make in 1939.

New Major Advances

These opportunities grew out
of the relatively meager. invest-
ment in research and development
which the nation was making
prior to World War IL. Invention
and innovation are adding a new
dimension to our standard of liv-
ing. Today we are pioneering for
a major breakthrough' in three
fronts:

(1) The availakility of energy
and materials. Nuclear energy
will definitely be needed in the
United States in the 1970’s and
1980’s to supplement power from
our conventional fuels—coal, gas
and oil. But the scientists and
technicians will have to work
hard over many years to make
nuclear power competitive as a
fuel in cost. They are working
against a constantly moving tar-
get, because our efficiencies in the
use of present energy sources are
improving every year.

Recently we had the privilege
of designing for the coal indus-
try the motors and controls for an
earth-moving shovel which could
comfortably pick up at one time
all the gentlemen in this room,
even assuming that we all
weighed 200 pounds. This largest
piece of mobile machinery ever
built in the United States scoops
earth and rock at the rate of more
than 100 tons per minute and
greatly extends the availability of
coal from open-pit mines. It is a
spectacular example in the coal
industry’s drive to cut production
costs. | ‘ F g

Beyond nuclear energy lies the

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

bpopulation

development of solar energy and
such exciting prospects as the eco-
nomical conversion 6f sea. water
1o fresh water and the irrigation
of vast desert areas of the earth.

These are not blue-sky dreams,
but scientific facts demanding. our
best brains for long-range plan-’
ning.. We are already seeing news-
paper advertisement headlining:
“Wanted: = Engineers for Earth
Satellite!” 4R . )
. (2) On the second frontier of
technology we are multiplying
man’s mind power. The coal in-
dustry’s huge earth-moving shovel
might not have been built for
years- if our engineers had not.
been able to predict its design re-
quirements by the use of analog’
computers. :

The eftect of invention and in-
novation on our standard of liv-
ing is gathering momentum as we
learn how to tfree up our scientific
and technical - people from rou-
tine calculations through the ap-
plication .of the new computer
technology. The engineering
mathematics for jet engine devel-
opment takes as many as eight
million calculating steps, a prob-
lem that would take one man
seven years to answer with a desk
calculator, A giant computer at
the General Electric Evendale,
Ohio, jet development laboratory
provides such an answer in 15
minutes.

(3) The third front of our ad-
vancing technology provides the
greatest challenge to wise man-
agement in long-range planning
because it brings with it a need
to understand a wide range ot
associated problems in human
relations. This is the technology
of  lengthening man’s arm, in-
creasing productivity. The per-
haps unfortunate label “automa-
tion” has become one of the sym-
bols of controversy of our times.
Yet it should not. Automation
promises benefits for everyone in-
volved: the customers and public
as a whole, who will benefit from
better products and services -at
better values; the factory and
office workers, who will benefit
from the relief from the dullness
and drudgery of routine jobs and
become the masters, not the slaves
of machines; and investors who
will share in the opportunities
and risks of great new growth
enterprises. B

It is a failure of our long-range
planning and of our ability’ to
communicate our long-range plans
that both the problems and op-
portunities of automation are so
little understood.

It is natural that people should
be concerned that automatic ma-
chinery will deprive them of em-
ployment. People fear what they
do not know, and too little is
known of the evolutionary nature
of the process. Both the economics
and technology of the situation
demand a gradual, step-by-step
progression from simple mechani-
zation to fully automatic opera-
tion. As industry moves its opera-
tions up this scale towards auto-
mation, there is greater demand
for skilled workmen to handle
larger responsibilities. An in-
creasing proportion of our indus-
trial manpower will be devoted to
the design and making of intricate
machines, controlling and repair-
ing them, calling for an upgrad-
ing of skills and education at
every level.

In industry, finance, and com-
merce, we must step up greatly
our training and educational pro-
grams to help employees prepare
for new assignments which will
be intellectually far more stimu-
lating. In General Electric we al-
ready have some 28,000 employees
taking company-sponsored courses
for self-improvement.

Far from causing mass unem-
ployment, automation is the only
solution of our long-range prob-
lem of employment. We will not
have enough manpower to satisfy
our needs for more  goods and
services. :

Autemation Need

The previously referred to
growth and rising

standard of living demand that we
increase .our national output 40%
in the next 10 years. But, despite
the total population growth, our
work force will. increase only
14%. The greatest growth will be
in the age groups that are either
too old or too young to work.

To produce 40% more goods and
services with only 14% more peo-
ple, either everyone must work
harder -and longer, or we must
be willing to embrace change and
invest more in productive ma-
chinery and methods. If we have
the wisdom :to ‘plan ahead, the’
transitions ‘we need to- make do
not imply violent.dislocations and
disruptions. In the past 10 years,
we have -in “fact increased our
national output (measured in con-
stant dollars) by 37%, with an in-
crease of only 13% in the work
force.

The progressive automation of

industry . greatly increases. the
number of employment opportun-
ities in -associated - fields. = Few
people realize that the generation,
transmission and distribution of
electric power -is probably - the
boldest and broadest application
of automation made to date. At
the flick of your wall switch,
electricity is instantly and auto-
matically manufactured to your
order. The highly automated pro-
duction and distribution of elec-
tric power employs a total of
395,000 people, but it creates em-
ployment opportunities for - six
and a half times as many people
in electrical manufacturing, con-
{racting, wholesale, retail and
service trades.
- The manufacturing industries
which have gone the farthest in
automation, and the ones which
supply equipment for automation
are the ones in which employment
is rising the fastest. This includes
the communications, electrical
machinery, chemical, rubber,
automobile, and petroleum indus-
iries. |

The dollars and cents of auto-
mation provide a further incen-
tive to management to do the
careful and long-range planning
which is the greatest assurance of
stability in employment oppor-
tunities. Automation compels us
to tie into one package our plans
for marketing, product design,
manufacturing facilities; distribu-
tion -and’ promotion,“pricing; and

‘above all; timing. “We cannot af-

ford to build these great machines
and intricate manufacturing sys-
tems and have them stand idle.
We cannot afford the ups and
downs of seasonal selling, but
must plan our products and pro-
motion to sell all year long. Above
all, we cannot afford the ups and
downs which result when busi-
ness decisions are based on daily
shifts in the wind in place of
long-range planning.

. Human Relations . ,, .

Long-range planning is essen-
tial if only from the standpoint
of the material and physical prob-
lems and opportunities that lie
ahead of us.. But, as well illus-
trated by the example of automa-
tion, it is planning ahead to solve
the associated problems in hu-
man relations that constitutes the
greatest challenge to our wise
management.

As our society grows in com-
plexity, the opportunities for mis-
understanding. are multiplying.
Operations which concentrate
more and more individuals in spe-
cialized compartmeénts make: it in-
creasingly difficult for each indi-
vidual to see how he contributes
to and shares in the progress of
the (overall enterprise. We need
to develop better ways of giving
individuals a greater sense of par-
ticipation.

Industry has been slowly
evolving various attacks upon the
problem such as awards for sug-
gestions, more informative com-
munications programs, systems of
incentive compensation,.and plans

- to encourage employee ownership

of shares in the enterprise. Much
more thought needs to be.given
to the problem of giving indi-

viduals a sense of belonging and

of giving sincere recognition of
the human dignity of individuals.

The growing decentralization

and dispersal of plants has been a
healthful trend in United States
industry. In a small plant it is far
easier for each individual to see
the importance of his own con-
tribution and gain a sense of be-’
longing to the enterprise. It also
enables the manager to be closer
to his individual associates -and
have a more sympathetic under-
standing of 'their individual prob-
lems and aspirations. "
" Currently, the growing edu-
cational needs of the nation are
receiving a deserved widespread
discussion ‘and study. Properly,
much emphasis is being placed on
the purely physical requirements.
We cannot overlook the mounting
shortage of classrooms and num-
bers of teachers. But our long-
range opportunity is to look be-
yond the purely physical needs
and visualize not only the changed
world, we will be living in but
the vastly changed attitudes of
@?e people who will be living in
it.

Over on the other side of the
iron curtain they are just begin-
ning to talk about the prospects
of a 42-hour work week. But they
are also talking about this in
terms. of benefits to the so-called
“working class.”

" The gentlemen of the Kremlin
have prided themselves on their
abilities as long-range planners.
But I would like to suggest that
in planning a shorter week for the
working class, they are omitting
one rather vital element of change
in their planning. And that is the
change in the people. What are
they going to do when—as in this
country today—more and more pf
the population no longer see
themselves as members of a work-
ing class, distinct and apart from
the elite and privileged group
at the top? In our American enter-
prises we want no second-class
citizens but recognition of the
vital role played by each indi-
vidual. From the starting appren-
tice to the chief executive, all are
employees contributing to and
sharing in the progress of a com-
mon effort. .

Even in this country we may
be~ fooling ourselves when we
talk about the coming problem of
increased leisure .time, Do we
know that a majority of the em-~
ployees of tomorrow, at whatever
the level of their assignment, will
really want a shorter work week?
As typical jobs in our offices and
factories- become increasingly
challenging and rewarding, isn’t
there a possibility that work will
be less a thing to be avoided and
more and more an opportunity to
be sought after? Instead of a
shorter work week, more and
more people want higher stand-
ards of living and are willing to
work at least as many hours as
they do now to achieve the things
that they want, including.not-only
the physical things ' but better
educations for their children and
savings for their future security.

Social scientists have observed
that the character of the work we
do is one of the principal form-
ative factors in our lives. ‘The in-
spiring opportunity of leaders in
business and industry is to plan
ahead for a world in which we all
can share in work of a character
that will add to the fullness of
our lives, bringing with it a sense
of inner satisfaction and accom-
plishment, as -well as material
rewards.

In its early stages, the indus-
trial age was criticized for its de-
humanizing effect, tying men to
machines and making them mere
cogs in a mechanical process. To-
day we have in our grasp, if we
will understand and accept the
challenge, the reverse of that
process. Machines and controls
can take over the drudgery of
routine, as well. as the . back-

preaking jobs. We need. to con-
serve ‘and train our manpower for
operations requiring judgment
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and highly developed skills which
the machines cannot supply. - -
-Recently the American Institute
of Electrical Engineers conferred
its highest award —the Edison
Medal—upon a Russian-born en-
gineer, L. A. Umansky, in recog-
nition of his contributions to the
electrification of American indus-
try.. Mr.” Umansky. came .to the
United States in 1915.° Upon his
retirement last year, after 34 years’
of working with engineers in
many American industries, Mr,
Umansky said: .
* “I have found that each new
generation is better equipped for
work than the preceding one. The
younger men, themselves, are not
necessarily better—after all they.
are made of the same clay. School
training might possibly be mcre
advanced. But what is more im-
portant is their cesire to keep on
learning  and ‘to broaden their.
knowledge.”
. Today in American industry,
finance and commerce, we have
the opportunity as never before to
plan ahead for a world in which
more and more work will be a
challenge and an inspiration to
keep on learning and to broaden
our knowledge with resulting
benefits to both individuals and
all mankind.

Allen Group Offers
Cooper-Jarrett Stock

Allen & Company and associates
on March 6 made a secondary of-
fering of 125,000 shares of $1 par
value common stock of Cooper-
Jarrett, Inc. at $8 per share. (This
was subject to approval of the
Interstate Commerce Commission.

The shares being sold are from

holdings of the Cooper family,
which will retain a 75% interest
in the business as well as manage-
ment and operating control.
¢ Cooper-Jarrett is engaged in
common carrier trucking between
New York, various points in New
Jersey and Philadelphia in the
east and Chicago and Kansas City
in the Midwest. The firm owns in
excess of 600 pieces of equipment
on which 70% of the entire ton-
nage is transported. Balance of
the tonnage moves on leased
equipment or rail piggyback.
. Outstanding capitalization of
the company consists of $393,877
in long-term debt and 500,000
shares of $1 par value common
stock out of a total authorized is-
sue of 1,000,000 shares.

~ With Amott, Baker

Amott, Baker & Co., Incorpo-
rated, 150 Broadway, New York
City, members of the New York
Stock Exchange, announce that
Lionel B. Orde has joined its staff
as a registered representative.

Forms Klugh & Co.

ANDERSON, S. C. — Klugh &
Company, Inc., 1105 Stephens
Street, has been formed to con-
tinue the investment business of
Arthur M. Klugh, Jr. Officers of
the firm are Mr. Klugh, President
and Treasurer; Arthur M. Klugh,
Vice-President; and G. G. Klugh,
Secretary.

Mexican Co. Formed

The Mexican Company, Inc. has
been formed with offices at 76.
Beaver Street, New York City, to
engage in a- securities business.
Officers are Joseph C. Galdi,
President and Treasurer; Rita D.
Galdi, Vice-President; and Bern-
ard S. Kanton, Secretary.

With Reynolds & Co.

Walter W. Kirsch and Fred A.
Kirsch have joined Reynolds &
Co., members of the New York
and American Stock Exchanges
and other leading exchanges, as
account -executives in the firm’s
office at 356 Broadway, New York
City, it is announced.
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Continued from pdge 7

‘Farmers’ Welfare Vital to '
Distributors and Processors

price declined 19%. Marketing
charges for beef increased 26%.
, And what did it mean to farm-
ers? Their share of the retail
dollar spent for meat went down
—from 60 cents in 1954 to 54 cents
in 1955.

. I do not mean to point a finger
particularly at the packing indus-
try. I would say, however, to
every business involved in food
processing and distributing that
we are in a period when consid-
eration must be given to the
farmers’ situation.  When one link

, of the food chain is in trouble,

the chain itself is weakened. To-
day the farm-ranch-feed lot link
is in trouble,

When the food industries ac-
quiesce to every increase for more
wages and higher costs, consumer
purchases at one end of the chain
are discouraged—and farmers at
the other end are squeezed. Mar-
keting margins must be kept in
line so they do not exceed real
costs and farmers must be pal.d
as much as possible for their
products. The welfare of the
farmer is vital to you. To stay
in the livestock business year af-
ter year, the rancher and farmer
must be able to market forage and
grain through livestock at a profit.

Long Range Problems

. Many of the kinds cf problems
we are talking about are long-
range problems — in tae sense
that they will be solved only by
continued experimentation and
research to find more efficic_ent
methods of opera‘ion, Proces:ing
and distribution are now  the
“bigger half” of the food chain,
More efficient methods are as.
vital to you as they are to farmers
and ranchers. And farmers have
_as much at stake in your business
as you have in theirs,

A major point in the Adminis-
tration’s farm proposals is a sharp
increase in research funds. These
will be directed toward new crops,
new uses, new markets. But also
toward vitally important improve-
ments in food marketing — im-
provements importiant to farmers,
to processors, to distribu ors, to
consumers—in short to everycne
interested in food.

. -Your industry has just come
through the largest volume ye:r
in your history. Large volume has
meant efficient use of your plants
and facilities. Fixed costs, which
are so important to you, were
widely spread ard were low per
unit of product. It was a good
year—the kind of yeasr you would
like to continue to have—the kind
of year you can have only with
continued large volume.

You want a large flow of
animals to market. So does the
consumer. o do farmers and
ranchers—up to the quantity that
will bring them reasonable net ra-
turns. And importa-t, zlong with
volume, is the seasonality and
year to year var'ation in market-
ings. A more uniform flow would
medn your stand-by facilities
could be less. Your costs could be
reduced. More uniform flow
would mean greater price sta-
bility and higher average prices
to producers. Market gluts, such
as recently were experienced with
l}ogs,.always mean a sharp break
in prices.

More stability is possible in the
livestock industries. Multiple far-
rowing for hogs wo:ld work to
everyone’s advantage. So would
a more uniform ani stable flow of
cattle through feed lots. Problems
are involved in the change on
wh¥ch more research is needed, on
which the educatioaal job with all
branches of the livestock industry
is far from done. This is one of
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This meant that products, for”

which the government price was
the best price, naturally came to
the government. But then what
happened? As-the accumulations

ilt up, the acreage that could

. acreage controls did not solve the
J problem—they spread it. Acres
many kinds of long-range adju-t- were shifted to other crops, either
ments which holi promise for a causing or threatening surpluses
brighter future in th2 livestock of these. More feed grain produc-
and meat indusiry, More immedi-' tion stimulated more livestock—
ately, some short-range aijust- and thus the problem fanned out
ments are imperatively needel. until every farmer regardless of
With both hogs and cattle -we the crop or livestock he raised has
have been exper.e-cing increasi g. Peen injured or threatened by the
numbers of animals and increas- consequences. ;
ing marketiasgs. Foth the hog ~ And what can be done with the
marketing and catle marketing surpluses? I cannot too strongly
cycles ap;arenfly reached a peak emphasize that products delivered
in 1955—the first time the two lo the government have not been
have crested ¢t the same time in- S0ld”—not in the sense of having
my memory, including years as a moved into use. They only go
livestock producer and feeder, into storage—and a tstorage pro=
This was one of the reasons you 8ram is not a market.
‘had a good year. But on the other ~ The price depressing influence
hand, it was one of the reas ns of such accumulations is not the
also why farmers experieiced a only problem they create.” Even
sharp decline in livestock prices. the most storable farm products
But cycli-al increases w-ra not “a% hnoth bedllncfreased mdefltmtely
the only £ ctor. Livestock produc- g;nt ?he;n ‘geo hg?geﬂ?lrél:gnitg(;r
tion has recently been ove-stimu- L *

. When the stockpiles must even-
1lated by the diverted acres prob- tually be liquidated—and even-
€m,

tually they must—what then hap-

o
Price Supports and Surpluses . D€’

Certainly it is no secret to avy-
one that rapidly increasing sur-
pluses of price supported crops
have made acreage controls un-
avoidable. From 1953 th-ouzh
1955, over 29 million acres were

Three Alternatives
Here are three alternatives:
Number one is to move the ac-
cumulations at some time into the
domestic market. But when this
happens—except in small quan-

: ; tities and under extreme care—
diverted out of wheat and c:tton. the liquidation becomes direct

Seventeen million of these acr-s price competition with what

went into 0:ts, bar’ey, and grain farmers are currently trying to
sorghums. The result was a fur- market. The net resuit is that the
ther stlmulps in livestock produc- gomestic market is not an ade-
tion at a time when supplies al- guate outlet unless the well-being
ready were large, of farm - families were to be
This is one aspect of ‘the sur- callously ignored.
plus problem that has reached  Number two is to get rid of the
such proportions it overshadows accumulations by selling them
most other problems on the farm abroad, This Administration has
front. The difficulties following. worked diligentlyto expand over-
on the heels of $8.5 billion of sur- geas markets—but the quantities
plus accumulations have become that can be moved are again lim-
every farmer’s problem —every- ited if we are to avoid upsetting
body’s problem. They are the world prices and world trade. If
other side of the cost-price we thoughtlessly dump the sur-
squeeze on agriculture.  Surpluses plus abroad for whatever it will
have smothered -all hope of bring, we could expect in return
marked improvement ' in prices restrictive laws and retaliatory
received by farmers, until the vast measures against the trade of this
stocks can be worked down to country. It is even difficult to
manageable proportions. This is give our produce to countries we
why new farm recommendations often regard as being short of
have been proposed that concen- food. What we regard as an act
trate in large degree on working of charity, they call dumping—
down the surpluses. and are concerned that it will de-
I recently asked our experts in press their own farm economy.
the Department of Agriculture Number three—we can get rid
what effect these surplus stocks of our surplus accumulations by
and excessive current production deliberately destroying them. But

have on farm income. They say I need is i
that last year our surpluses de- thinkabxig.t sa?’ Mias aeaiglr s

pressed farm income to the ex- There is on

s e other way — th
Dot fust & 0% n_ ghess. ncome, OnLY S0und WaY et devised fo ot
Nearly every dollar of that $2 bil- Jay nor Under the surplus bur-
Mo would have acorued-to famm= jive: Tnis gne 'and orily shareor
ers’ net — wou ave increased i, s Ty
the net income of farm families by {lr‘;%;;vsthe heafrt of the Adminis-
about 20%, if only we did not Soil B l?ew arm program-—the
have the surpluses. The higher . ’
prices that farmers would have |
received would have meant a par-
ity ratio in 1955 of about 93 in-
stead of the actual average for the
year of 84,

Soil Bank Proposals

The Soil Bank proposal has two
parts. The first part is called the
Acreage Reserve, Its ‘purpose is to
reduce; temporarily, the produc-
tion of our main surplus crops,
sgch as wheat, cotton, corn, and
rice,

This plan would let a farmer
voluntarily put acreage in reserve.
Let’s say a farmer has an allot-
ment of 60 acres. If he cuts that to

Distorted Farm Production

Why do we have the surpluses?
Why are there government bins
all over the countryside, and
warehouses everywhere rented by
the government? Why- is grain
piled in mothballed ships, and at
times of the year even on the
ground? The answer is simple
enough—so simple that everyone
should now understand it. In re-
cent years our farm production
has been distorted and thrown out

for the 20 acres left unfarmed.
These certificates would ,be re-
?.eemable in cash or in commodi-
ies. '

buil
be grown had to be restricted. But,

40 acres he would get certificates -

The farmer would agree not -

in a soil bank where fertility is
preserved. He gets cash or com-
modities from the. government.
We’d not only be cutting produc-
tion this year—but also working

off some of the surplus now in’

hand.

We’d be using surplus to use up
surplus.

Part two of the Soil Bank is'a
Conservation Reserve in which

farmers will be paid to take acre-

age out of crops and put into grass
and trees. The President has ex-
pressed hoone that about 25 mil-
lion acres will be put into this
Conservation Reserve.

This Conservation. Reserve has
the following advantages:

" 1. It will result in imrproved
soil and water conservation.

2. It will increase our supply
of -timber resources on farms.

3. It will protect crop produc-
ers who have been hurt by di-
verted acres thrust upon them.

4, It will alleviate stimulus to
over-rapid increases in livestock
production, resulting from feed
grain production on diverted
acres.

5. It will help reduce produc-
tion which contributes to our sur-
pluses.

This Soil Bank is not just a de-

vice to empty government ware-:

houses so they may be filled again.
In future years we must avoid, as’
we would a plague, farm pro-
grams that would encourage a
build up of unmanageable sur-
pluses.

The Soil Bank in short will in-
crease farm income; reduce sur-
plus stocks; cut excess production;
reduce storage—costs; easeappre-
hension among our friends abroad;
conserve soil, water, and timber
resources; and strike a better bal-
ance of production and markets.

In our recommendations, we
have given full consideration to
the interests of livestock produc-
ers. Cattle and calves are the larg-
est single source of cash farm in-:
come—and livestock and its prod-
ucts, taken together, bring . in:
about 56% of all U. S. farm in-
come from marketings.

Farmers will contract not to
harvest any crop from acres they
put into the Soil Bank. They will
further agree not to graze acres
in the Conservation Reserve for
a specified period of years. This
grazing restriction is specifically
for - the protection of livestock
producers, particularly cattlemen
and dairymen, at this time when
their production is large and their
prices are depressed.

Defects in Pending Bill

I'm distressed: to see that the
Senate Committee on Agriculture
has voted to revive 90% rigid,
wartime emergency supports on
basic commodities. But this is not
the only major defect in the bill
which the Committee voted out.
There are other defects—yes, real
dangers.

The Committee also provided
that for the basic commodities,
parity should be figured on the
old or modernized basis, which-
ever is higher. This means that
peanuts, wheat, corn and cotton
are - singled ‘out from all other
crops for special treatment. Of the
136 important crops in the United
States and of our various dairy,
poultry and livestock products,
these four get favored treatment.

In terms of up-to-date supply
and demand conditions, the sup-
port levels provided by this bill
would be: )

Percent of

Products Modernized Parity

of balance with what our domestic t0 &raze those 20 acres, or harvest -

and overseas markets will take: 81y crop from them.
This has been done by high, rigid,
wartime incentive levels of price €nough to assure the success of
supports, continued too long into the program. We want to encour-
the postwar years. Ninety per age farmers to put acreage in the
cent of parity supports on the so- Soil Bank. .

called basic crops continued with- For with it, we kill two birds
out any change until the harvest with one stone. The farmer cuts
last summer and fall. his production, and puts the land

And the incentive will be high °

. Farmers have a-right to ask:
Why this preferred treatment for
a few crops? - .. .
.The Committee reported out a
two-priced plan for rice. There
are many obiections to the two-
priced plan. One of the major ob-
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jectives for rice is this: The rice-
producing countries of -Southeast
Asia, where the issue of freedom’
or communist enslavement re-:
mains in doubt, will view this as.
a program.to subsidize the export
of rice in direct competition with.
their own rice producers. :
- No two-priced program, for rice,’
wheat, or other crops, is going to;
work successfully so long as heavy:
surpluses overhang the market. -
- The Committee reported out a'
boost in the level of price support:
for dairy products, and .tied the-
price  support for manufactured’
milk to an out-of-date period. The’
consequence of this action would’

. be ‘to stimulate milk production,

cut the consumption of butter and
cheese, encourage the margarine
industry and build up government’
stocks of dairy products. - We'
would lose the ground gained by’
the dairy industry during the past
two years, : »
. True, the Committee rzported
out of the Soil Bank almost as we:
recommended it, with the excep-:
tion of the program for corn. But.
they loaded down the bill with a-
number of proposals which are.
contrary to the interests of farm-
ers.

Take our corn proposals, for
example. The Acreage Reserve
program can help ease the corn
and livestock problem—that is,
unless the price suppcrt is jacked
up t0.90% of parity. 5

About 80% of our corn is fed’

-on farms where it is grown. It is,

not scld as corn. Corn does not
lend' itself well to marketing
quotas. Acreage allotments are not,
working. Only about 40% of the
production. in the commercial
areas was even eligible for price,
support in 1955, ;
. Under the program we outlined
to the Senate Committee on Agri-:
culture, acreage allotments on
corn would be eliminated from
now on. For 1956, all corn produc-
ers would be eligible: for price:
support regardless of how much
they plant at. the already an-
nounced level, 81% of parity, a
national average. of $1.40 per
bushel. Corn would have the same
kind of a- program as for other:
feed grains and soybeans. !

Corn farmers would be given
an opportunity to participate—on
a voluntary basis—in the Acreage
Reserve -Program., They would
have an opportunity to pull down
the heavy carryover of corn and
take the downward pressure off
prices. Corn production * would
be freed from control and price
supports would be established at
levels that would give stability to
the market but not price corn out
of use. This would prevent undue
stimulation of livestock produc-
tion. And at the same time farm
income would be protected and
increased. . )

The Committee rejected this
sound approach. ’

With the Soil Bank the Com-
mittee would strive to reduce our
surplus. With rigid, wartime 90%
of parity supports they would
provide the incentive for in-
creased production and growing
surplus. Both programs are costly.
and so far -as. the effect on our
surplus is concerned, directly op-
posed to one another. It is time to
decide which way we want' to
move in agriculture — toward
growing surplus with all its prob-
lems or toward a better. balance
of sunplies and markets. That will
be the real issue as the Senate de-
bates this bill. ;

Past Bankrﬁpt Programs
Let us not .return to the bank-

- . rupt programs of the past. Price=<

fixing—90%. .of parity supports—
is not the answer to our farm
