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We shall doubtless have to reconcile ourselves
to endless buncombe about the farm situation in

this year of national elections. For decades, even |
generations, it has been the usual thing, and since

the advent of Franklin Roosevelt the farmer:and
the wage earner are more than éver the darlings
of the political gods. Candidate Stevenson has
already made it plain that he plans a major bid
for the vote of the farmer as did President Tru-
man in 1948. The Administration has taken.spe-
cial pains, albeit with apparent reluctance, to do
what it could to please the farmer with larger
cash- benefits. }

All this the ordinary man could better endure

if only there were a greater measure of candor
in what is being said and more real point in what
is being done. The authorities at Washington have
recently made public their usual August revision
of earlier budget estimates for the current’ fiscal

-year, and there it is disclosed that, despite ‘all :

-the resolutions and all the condemnation cf pre-

vious administrations for profligate agricultural
subsidies, more than half of a several billion dol-

‘lar increase in outlays this year is accounted for
by more liberal treatment of the “agriculturist.
Of ‘course, Administration officials lay the sooth-
‘ing unction to their souls that they are handing
‘out 'these funds in a way which will not tend to

{increase production. of unwanted -goods, but it
icould hardly be plausibly claimed that these pay-

ments are other than plain largesse. Certainly
no one supposes that they will help in any way
Continued on page 18
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- In the Public Interest?
: By DR. ROBERT E. BERRY

Associate Professor of Economics

-Miami University, Oxford, Qhio
" Using the General Motors bus case as a point of depar-
ture, Prof. Berry finds a lack of understanding regarding
present status of our anti-trust laws, and a general ina-
 bility in resolving our basic dilemma in anti-trust policy.
" (1) ‘Explains Alcoa doctrine that “monopolization per se
is illegal whether due or not due to unlawful activities
designed to achieve ‘monopoly”; (2) finds unreconciled
“our objectives of wanting efficient producers and want-
ing many small producers in a socially desirable econ-
‘omy; (3) depicts as key question whether 909 or some
other’ figure constitutes ‘“‘monopoly” power; and (4)
advises ‘those who view present General Motors case
with alarm to object to Congress or the Courts, but not to

e Department of_ Justice.

When'U. S. Attorney General Herbert Brownell Jr.*

appeared as guest on the:debut program of the television

- show, 'Press Conference; in July and announced that the
Ve .- - Department of Justice was bringing a
civil action against General Motors on
the charge of violating, the anti-trust
laws, his, announcement was criti-
“"cized ‘on several grounds.  But the
most gerious critcism was the charge

>~ that this action -represented another
~ “punitive” cdse against big business.
And for those who had, perhaps na-
“ively, assumed that the present Ad-

- ministration would usher in a wel-
- .come ‘relief from the cases brouight
- by the Department of Justice in ear-
lier years, cases which many: busi=
nessmen had regarded as-reflecting

‘. an anti-business philosophy ' of - the
New=~Deal, Fair-Deal period, Mr.
Brownell’s-announcement seemed all the more startling.
Newspaper: editorials, reminiscent of those which ap-
peared during the A &P case, declared, in some instances.’

Continued on page 18
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Of Appraising Growth Stocks
By RALPH A. BING '
Head, Research Department, Sutro & Co., San Francisco

Predicting “stock prices will tend to gravitate around
moderately lower yields” and - slightly higher : price-
earnings ratios,” based upon - public’s awareness of
long-term trend toward . inflation ' and ' belief in less

. marked cyclical fluctuations, Sutro’s head. analyst envi-

sions the prudent investor probably staying within reason
in buying. a high caliber growth: stock now at a price
roughly equal to 12 to 14 times prospective 1960-61
earnings. Mr. Bing critiques various growth stock ap-
praisal methods, and offers an improved approach to
problem. Warns on postulating unrealistic growth rates.

There is always brisk demand for so-called. growth
stocks, that is stocks whose earnings and.dividend pay-
ments on a per share basis show an average long-term
growth well in excess of the average 3% annual growth

’ of our -economy.: The-above-average
appreciation of growth stocks in the
equity market over the years, the
tax limitations put on long-term
capital ' gains, and' the  relatively
small ' cash  dividend income, all
combine to make such stocks a nat-
ural choice for the wealthy investor,

With so ‘many sophisticated in-
vestors—both institutional and indi-
vidual—interested ‘in growth stocks,
how astutely are growth stocks be-
ing: appraised? How  closely can
their intrinsic value be defined and

' -evaluated? : :
Theoretically, the ideal appraisal
of growth stocks, and for that matter
of -all stocks, would .be something
‘resembling the. appraisal of bonds
as closely as possible—if it could be done. Such an
appraisal: would presume a valid estimate of the life
expectancy . of an individual company, its prospective
earnings and dividends until liquidation, as well as

Continued on page 24

Kaipn A, Bing

UPH,
S

State, Municipal
B and

STATE ano MUNICIPAL

THE FIRST NATIONAL CITY BANK |-
OF NEW YORK 2
Bond Dept. Teletype: NY 1-708

COPIES OF OUR

“POCKET GUIDE FOR
TODAY’S INVESTOR"

ARE NOW AVAILABLE
ON REQUEST

HARRIS, UPHAM & C?

Members New York Stock Exchange -
120 BROADWAY, NEW YORK &
‘34 offices.from coast to coast °.

b ST | Pubiic Housing Agency
LATEST Bonds‘and Notes

BOND DEPARTMENT
THE

MANHATTAN
BANK :

CHASE

4 BANK AND

Members

INSURANCE STOCKS

2 b L.WATSON &Co. |

* ESTABLISHED 1832

New York Stock Exchange
American Stock Exchange

25 BROAD STREET
NEW YORK 4, N. Y.

BRIDGEPORT ¢ PERTHAMBOY

Net Active Markets Maintained
To Dealers, Banks and Brokers

CANADIAN
SECURITIES

Commission Orders Executed On All
Canadian Exchanges At Regular Rates

CANADIAN DEPARTMENT
Teletype NY 1-2270

DIRECT WIRES TO MONTREAL AND TORONTO

‘GoobBoby & Co.

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

The Municipality of
Metropolitan Toronto
49 Debentures
Due October 15, 1965
Payable in United States dollars

Price 99Y; to yield 4.10%

- DoMmaion SECURITIES

OGrrorATION

40 Exchange Place, New York 5, N. Y.
Teletype NY 1-702-3

$100,000 0T TN gy AT TS
American Hospital
Supply Co.
COMMON

Analysis upon request to
our Unlisted Trading Dept.

IRA HAUPT & CO.

Members New York Stock Exchange
and other Principal Exchanges
111 Broadway, N. Y. 8

WOrth 4-6000 Teletype NY 1-2708

WHitehall 4-8161 Boston . Telephone: Enterprise 1820




2 (1070)

P Bt Brobris Deslary. ply
* American
Telephone &

Telegraph Co.

Common & Rights (w.i.)

Bought — Sold — Quoted
at NET Prices

Prospectus on request

TABLE OF RELATED VALUES
ON REQUEST

New York Hanseatic
Corporation

Established 1920
Associate Member
American Btock Exchange
120 Broadway, New York §
WOrth 4-2300 Teletype NY 1-40
BOSTON e« CHICAGO
PHILADZLFHIA «  SAN FRANCISCO

Private Wires to Principal Cities

g

Specialists in

RIGHTS & SCRIP

Since 1917

: McDONNELL & (0.

Members
New York Stock Exchange .
American Stock Exchange
120 BROADWAY, NEW YORK B_
TEL. REctor 2-7815

o it

=
|

Trading Markets
Air Control Products, Inc.
| Bank of Virginia
Alabama-Tennessee Natuaral
. Gas Company -
Southeastern Telephone Co.

Scott, Horner &

Mason, Inc.
Lynchburg, Va.
Tele. LY 62 LD 33

Trading Markets

Birdsboro Steel

H & B American Machine
Helene Curtis
Lanolin Plus
Murphy Corp.

C’T\emAQGH\P

any 1
ESTABLISHED 1929
31 Wall St, N, Y. Tel. HAnover 2-4850,

LAMBORN & CO., Inc.
99 WALL STREET
NEW YORK 5, N. Y.

SUGAR
Raw — Refined — Liquid
Ezparﬁ——-lmporta—f'ulurcn

Digby 4-2727

‘papers,

igitized for FRASER

- The Commercial and Financial Chronicle ... Thursday, September 13, 1956

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.)

EDWARD H. BRADFORD

Manager, Research Department
F. L. Putnam & Company, Inc,
Boston, Mass.

Penobscot Chemical Fibre Co,

Timberlands - with stands . of
growing pulpwood are the feature

-attraction of Penobscot Chemical

Fibre Company, The common
stock of this
interesting
company has

unique invest-

~ment appeal
| as_a bargain

value in nat- ’
ural resources.
Properties are
such as.to..
give full pro-

tection agamst -

inflation.
Business is
well estab-
lished on a
long-~-term
basis. The
main product, chemical pulp for
the paper manufacturers, is cur-
rently in a rising. trend of de-
mand and . will  probably be in
short supply for some time to
come. A sparkling new product
in the resin field is currently in
the process of development.
Penobscot common stock is priced
below the usual levels in compari-
son to. earnings and also to book
value, Despite -only - moderate

E. H. Bradford

? dividends, the shares have marked
= appreciation  ‘possibilities.

special fascination, however, lies
in the possibility that sooner or
later one of the larger paper
companies is likely to attempt to
acquire Penobscot. In.that case,
negotiations might possibly begin
at a price for Penobscot stock
more than double its present
quotation.

Production of chemical . pulp,
soda and sulphite, for sale to com-
panies manufacturing paper and
paper products is Penobscot’s
principal activity, The business
was: founded in 1882. Three
wholly-owned .subsidiaries,
Penobscot Development, Penob-
scot Purchasing and Tileston &
Hollingsworth, own timberlands;
cut, procure and store pulpwood
and manufacture fine grade
The most important op-
eration is the manufacture of pulp
at the soda and sulphite plants at
Great Works, Maine on the Pen-
obscot River. These plants are
fully = integrated with self-con-
tained hydro power, steam-electric
power and facilities for making
all the caustic soda used. Sales
are chiefly to four larger paper
manufacturers with lesser
amounts sold in the open market.
About 60% of the softwood .and
65% of the hardwood for pulp
is purchased from local sources.
The remaining 35% of the hard-

obtained from properties of the
subsidiary company. Suovply - of
material is assured; but the com-
pany draws careful'y from its own
timberlands to provide proper
cutting for regrowth. Tileston &
Hollingsworth makes very fine
paper for books and other high-

‘grads uses at a plant at Milton,

Mass. Operating units are well
known for quality and reliability
in the paper industry.
Although it is a little too early
@o evaluate Penobscot’s entrance
into the resin-plastic field, it is
at least clear that this develop-
ment has great possibilities. As is
often the case, the stimulous came
from wasted by-products. An
energetic research department
studxed the problem and came up

The

»ape

with a solution and a new prod-
uct .. . a resin for plastics. The
new product will be marketed un-
der the name “Penob.” Initial ex-
perimentation and pilot operations
show considerable promise for
this product as a plastic material.
The full significance of “Penob”
cannot, however, be determined
until it has been more widely
marketed.

Penobscot’s finances, reflectmg
conservative management are
exceedingly strong. Net current
assets amount to over $27 per
share, 'In 1954, the company is-
sued $1,400,000 4% % first mort-

.gage bonds to replace 5s, Titles~

ton & Hollingsworth, the subsidi~
ary, has $80,000 unsecured notes
due ‘in- 1958 and $137,000 unse-
cured 4%s due in 1968. Last year,
$274,300 of 7% preferred stock
was retired. Common consists in
voting and non-voting shares. The
voting shares of which 80,000 are

-outstanding are closely held by

the management family; while
120,000 shares of non-voting stock
are largely held in 50 to 100~
share  lots by stockholders in
Massachusetts, Pennsylvania, New
Jersey and New York., The own-

.ership appears to be in strong
hands and finances are outstand-

ingly strong.

Earnings are in a rising trend.
The fiscal year ending March 31,
1956 showed notable gains. Sales
for the period increased to $18.8

million from $16.5 million and net -
increased to $776,610 from -$484,-

174 of the year before. Per-share
results for 1956 were '$3,88—as
compared to $232 in fiscal 1955.

In each year, the company took:
“conservative measures along. de-

preciation, depletion and amor-
tization lines. The total of these
charges as applied. to fiscal 1956
amounted to $3.10 per share. True
earnings were, therefore, substan-

‘tially higher than reported, Cash

flow amounted to $6.98 per share
for the year ending March 1956.
In spite of this handsome cash in-
take, dividends are meager, In

June, 1955, the quarterly rate was'

ralsed from 15 cents to 20 cents
and a year-end extra of 25 cents
was paid. The extra should be
paid again this year.

Book value of Penobscot stock
at the date of the last figures
published by the company, was
$61.58 per share, That figure is
about double the present price of
the stock; but any sort of analysis
would indicate that the book fig-
ure, itself, is as much as $25 a
share below realities. The fignre
would depend on appraisal of the
company’s 480,000 acres of timber-
lands, which are carried at cost—

less various reserve charges—at -

an average of approximately $3.90
an acre. Judging from other
transactions in the pulpwood fielq

. real value would seem to be
at least £10 an acre a2bove present
book. This adjustment, alone,
would add $24 to the asset value
of the stock . . . for a total of $85
per share.

In review, Penobscot stock,
traded in the Over-the-Counter
Market, is idqal for the man who
can wait. It has inflation protec-
tion with:reliance on a self-re-
newing natvral resource — tim-
berlands. - Present price for the
shares—about 31-—is half of book;
less than nine times last yeart’s
earnings per share and a little
over four times cash flow. In the
long run it appears probable that
the company will be bought by
one of the larger concerns. Recent
examples of similar acquisitions
interesting. Internatioral

Paper is currently negotiating

and from “horseback” observation,
wood and 40% of the softwood is . .

This Week’s
Forum Participants.and.. ::
Their Selections

Penobscot Chemical Fibre Co.—
E. H. Bradford,  Manager Re-
search Dept., F. L. Putnam &
Co., Inc., Boston, Mass. (Page 2)

American Electronics, Inc.—War-
ren H. Crowell, Partner, Cro-
well, Weedon & Co., Los An-
geles, Calif. (Page 2)

with Long Bell Lumber and, as a
result, Long Bell shares have ap-
premated sharply. Some time ago,
Scott Paper took over Hollings-
worth & Whitney and the value of
the latter promptly doubled.

WARREN H. CROWELL

Partner, Crowell, Weedon & Co.
-Los Angeles, Calif.
Members Los Angeles Stock Exchange

American Electronics

I have chosen “The Security I
Like Best” from the field of Elec-
tronics. My choice is The Amer-
ican Electronics, Inc:, with general
offices and
plants located
in Los An-
geles, Calif,,
which in the
last decade
seems to have
become the
hub of this
astonishing
industry in
the United
States.

In1945,three
young ‘en-
gineers pooled
their intel-
lectual and
financial resources. and formed
what is now the present company.
These men, borrowing the favor-
able aspects of a military table
of organization, patterned = the
physical character of American
Electronics - along . this principle.
Five divisions are presently oper-
ated, each division being auton-
omous with ‘a chief engineer re-
sponsible for its operations. sup-
ported by a staff of engineers,
designers and technicians. Each
division has available engineering
and technical assistance - from
other divisions and, of ' course,
from the too echelon which may
be likened to GHQ.

This type of operation: has

Warren H. Croweil

, proved effective for American

Electronics.

The record of sales and earnings
reflects the dynamic chraracteris-
tics of the industry. From 1949
to 1955 net sales have increased
1,570% {rom $353,947 to $5,935,-

104; operating "income before de- '

preciation, amortization, and Fed-
eral income taxes increased from
$12,400 to $779,659, or 6,150%

Fields served by The American
Electronics, Inc. cap perhans best
be broken down idto the follow-
ing groups:

(1) Electricai Equmment pro-,
ducing 400 cycle power units
pricipally for industry, electronic
plants, research laboratories,, ete.
—ground  support eguipment for
the Armed Forces such as weather
simulators for the Air Force’s jet
planes and ground power sunnlies
for industry in general. These
include all types of "fractional
motors, which ' provide ' power
plant for this equipment.

(2) Nucleenies, encompassing
the use of and application of nu-
clei isotopes; also nuclear leak
detectors for the military and in-
dustry; for the medical field, the
scintiscanner, which will photo-
graph soft tissues (presently im-
possible for X-Rays). |

(3) Instrumentation, the manu-
facture of such products as syn-

Continued on page 22
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HOUND DOGS? -
We don’t care’ what hind'
of “dogs” they qre
—uwe’ll buy *em!
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Articles and News

Electronics Comes of Age

Vice-President, General Electric Company

. ; ‘Page
President, Radio-Electronics-Teleyvision Manufacturers Ass’n

Can We Improve Our Methods of Appraising Growth “Stocks
—Ralph A, Bing i e o o e S e e g e e ieain OOV 7

s Our Anti-Trust Policy in the Public Interest?
-—Robert E. Berry

“ Electronics Association President assesses the responsibilities
of the mdustry, reviews - the’ past. phenomenal growth and
* predicts, in this industry which has come of age, an increase
- from' present $9 billion to $15. billion by 1960. Dr. Baker
. ‘'warns against inferior marketing and queshons whether color ’ -
<'TV’s introduction was premature, praises the marketing of Gillette Company A Fabulously Successful Merchandiser
- low_ price “portables”; summarizes the excellent results de- = =~ ~—Ira U. Cobleigh__.____. -
. rived from “cross-pollmahon between military and commer- Miracle. of American Wealth' Due to People’s Capitalism
< cial needs; lays down the requirements and advantages of —Edwin' O. Cartwright_
. industry’s responslblllhes in terms of capital flow, avoidance
- of governmental intervention, and supporting education; and
. urges effective use be made of the radio spectrum—now that :
- thé time is opportune—to take advantage of' UHF which,
otherwise may be lost to the industry. -

*

"Obsolete Securities Dept.

" 99 WALL STREET, NEW YORK
Telephone: WHitehall: 4-6551.

Uruguay: Hard-Pressed Economy—A. Wilfred May

Stock Market Reappraisal for Last Quarter of 1956
—James C. Luitweiler

STANCAN
URANIUM

What’s Ahead for Glass Industry in a Steadily Growing

To'my mind the electronics in-
dustry has come of age and, like
any youth, when he grows to
- man’s stature, must assume cer-
..tain responsi-
bilities toward

..society. The
esponsibili-
. ties I will dis-
‘cuss are im=-
portant ones,
Upon the ac-
_ceptance of
these respon-
sibilities by
the electronics
industry rests
"not only the
success and
_profitability
" of the indus-
“try, but to a
large extent the success and prof-
itability of ou econgmy -and per-
“haps’ even 'the success of our
“defense against aggression. We
“have responsibilities to the public,
.to our customers, consumer, in-
dustrial and military, to our em-
.ployees, and to those who. have
invested their savings in our busi-
nesses. We cannot treat these re-
. sponsibilities lightly.

In order to realize the scope of

.our responsibilities, let’s pause for
-a moment and take a look at the
_size of our industry. It has been
said that electronics is the fourth
-largest industry -in the  country.
.I'm not going to argue with the
.petroleum or chemical or automo-
-tive people about any exact rela~
.tive rank. The important thing is
-that we’re one of the largest in-
dustries in the country.

Industry’s Size and Growth

At the end of last year we were
~producing equxpment and services
.at an annual going rate of about
'$9 billion. This represents an in-
crease of about 81% since 1950.
.Can you think of many other
major industries which have
.grown 81% in the last five years?
. In 1955, the total number of
manufacturers of electronic end
-equipment, components, and hard-
-ware was estimated . at 3,600 by
the Electronics Production Re-
sources - Agency. Of these, 1,000
firms produced end equipment or
.major sub-assemblies of some
-type in the entertainment, com-
‘mercial, or military fields. There

*An address by Dr. Baker before the

Western Electronic Show and = Conven-
tion, Los Angeles, Aug. 24, 1956,

Dr. W, K. G. Baker

were about 2,000 component man-:

ufacturers, while the remaining
600 companies 'associated with
the electronics industry produced
various related types of hardware.

However, despite the large num--

ber of companies in the industry,
approximately 50 manufacturers

i account for more than 80% of the
:.dollar volume of end equipment

production: And about 150 of the

‘ component companies are respon-

sible for 80% of the total compo-
nent business.

Equally impressive are employ-
ment figures. The electronics in-
dustry provides employment for
more, than one and three-quarter
million Americans. This amounts
to one out of every 40 persons in
our total work force. -Even more
significant is the fact that 75%- of

these jobs“didn’t' even exist Just

10 years ago.

4t \ L,

Growth Potentlal
Our growth potential is unlim-

ited. Many forecasters believe °

that our $9 billion industry of to-
day will reach the $15 billion dol-
lar level by 1960. As Hal March
would say, “We have just reached
the first plateau.”

Like Topsy, the electromcs in-
dustry: “just grew.” In many re-
spects it was not an orderly
growth. First the war effort and
later the .expanding television
development snapped up every
product and every component that
was produced.

The pressure and confusion of
war-time - manufacturing covered
up many mistakes, It was almost
impossible not to make profits in
a producers market. Of course,
many companies which were born
during the war years have con-
tinued to grow and expand. These
are the firms which were con-
ceived, founded and operated on
sound, ethical principles of busi-
ness and economics. Companies

.of this type have no reason to fear

either competition or a consumers
market.

There is no reason why this’

phenomenal growth should  be
retarded but, in some respects, it

should become more orderly. It is -
part of our industry responsibility,
for example, to see that new prod- -

ucts are not put on the market
until the product is ready for the
market and the market is ready
for the product. Premature and
poorly planned marketing can, in

Continued on page 20
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T.Gillelte Company: A Fabulously

Successful Merchandiser
By IRA U. COBLEIGH

Enterprise Economist

An autumn look at one: of the most renowned companies in
mass merchandising, carrying a successful formula to new
heights of earning power via shaves, waves and paper-mates,

A holiday on the outer reaches
of Cape Cod, including a few
unshaven days, reminded your
correspondent of the very great

4 debt society
owes to  tne
Gillette Com-
pany. After
spending a
couple of gen-
erations. sell-
ing the ad-
vantages of
‘beardless
beauty to civ-
ilized men,
via speedy
stropless
shaving, Gil-
lette added
distaff glam-
; orizing by
- Toni permanents; and, in the past
year, has been Paper Mating the
men and women .of the world with
ball point pens. Quite a company,
' Gillette, sensationally successful
in building a sound, basic idea
into a $200 million annual busi-
ness. .

The idea of the founder, King

C. Gillette, was simply this: to

*{ind and manufacture a low cost
article filling a wide public need
(preferably patented) which, after
‘it was sold, could create a vast
and unending repeat and replace-
ment order business: The Gillette
safety razor filled the bill; it was
patented, trade marked, adver-
tised and sold with a skill and
zeal that have now become legend-
ary in American merchandising;
and the repeat orders for Gillette
and Blue ' Blades have reached
untold billions, ~

Today, the . Gillette Company
not only produces safety razors,
and shaving cream to go with
them, but: sells more than half
the razor blades used in the
United States, and over 75% of
all the double edged variety. If
earlier advertising programs were
effective (and they were — fabu-
lously so) the current ones are
certainly carrying on the tradi-
tion. The continuous and ubiqui-
tous availability of Gillette
blades is constantly kept in your
mind by the 18 year old “Caval-
cade of Sports” on the air waves,
and - by Gillette sponsorship of
World-Series and All Star games
on both radio and TV. That such
.large scale advertising outlays are
productive is evidenced by the
fact that’ Gillette blade sales last
year reached an all-time high.

Having done so much for im-
proving the appearance of men,

Gillette decided to work on the

Ira U. Cobleigh

‘strument,

other side of the street, and pro-
vide beauty products for women.
It acquired, in- 1948, the Toni
Company of Chicago, leading pro-
ducer of home wave Kkits, includ-
ing -the ~Toni,- Prom and  Bobbi
lines and, more recently, Casual,
a pin-curl home permanent. Other
beautifters- include Viv lipstiek,
Deep Magic facial cleansing lotion,
and = White' Rain "and Pamper
shampoos.  Because of the sensa-
tional growth in the hair-do and
cosmetic markets, the Toni divi-

sion is developing new lines which -

will fit in with its broad advertis-
ing and-distribution program.

Toni was not only a logi~al ad~
dition for: Gillette, but it has
proved a highly profitable invest-
ment. "Acquired at a cost of $20,-
500,000 (paid entirely out of com-
pany funds and without requiring
public financing), it has already
produced total net earnings above
this purchase price; and Toni sales
presently account for about 32%
of total-Gillette-business.

Still stressing the repeat order
business motif, Gillette on Sept.

30, 1955 purchased the Paper-Mate

Company, a leading manufacturer
and merchant of ball point pens,
and the cartridges to refill them,
repedtedly. The ball point pen
has now becomé the major ink-
delivering Ametican writifg in-
with Paper-Mate ‘a
major factor in the business. It
now  contributes about 10% of
Gillette consolidated sales.
Paper-Mate plants are located
in Culver City, Calif.,,” and in
Puerto Rico. This production in
Puerto Rico is particularly signif-
icant since, by locating there,
manufacturing operations are
exempt from taxation for a
certain period of years. Gillette
paid $15 million for Paper-Mate,
Paper-Mate annual. sales are now

a third larger than that, and the .

prospects for sustained sales in-
crease are considered bright,
Gillette is not merely 'a highly
profitable enterprise in America.
Gillette sells its products in 114
countries, and almost 50% of net
income, after taxes, comes from
foreign operations. Major expan-
sion - outside: the United - States
would include a recently com-
pleted plant in Montreal for Gil-
lette and Toni operations, and en-
larged - facilities in Brazil and
England. About 25% of Gillette’s
net assets are overseas; 'The main
Gillette plant is in Boston. .
Gillette can be definitely
classed as a growth cmovany. To
illustrate this point, Gillette net
sales were not quite $38 million

We are pleased to announce that
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for 1945. They crossed .$100 mil-
lion in 1951, and were $177 mil-
lion last year. This year this total
will pass the $200 million mark,
perhaps by as much as $6 million.
‘Now mere piling up of sales totals
is. not. especially significant if
profits don’t rise correspondingly.
Inthe case of Gillette, however,
they do. Net profits of GS have
grown from $4.9 million in 1945,
to $29 ‘million last year. In the
seven years ended Dec. 31, 1955,
net per share doubled.
Financially the company is in
excellent shape with current as-
sets (1955-year-end) of $50 mil-
lion and a 3-to-1 current ratio.
With the single exception-of a $6
million 3% % long-term loan ar-
ranged for the Paper-Mate acqui~

sition, Gillette has been -able ‘to"

finance its expansion - without
.debt, * Capital -expenditures are.

. currently being made at the rate

of about $6 million a year, of

‘which about $2 million-is supplied. -

by the depreciation account,, .-

Many - investors complain ;that
growth stocks pay too small divi-
‘dends.” That criticism, whatever

its: merits, certainly does:not-ap-.
ply in the case of Gillette. -For,
“the past five years, the pay-out of;
net earnings in the: form of cash.
dividends has ' averaged around:
The present dividend rate.
is.$2 a year and there was a 25. ¢
cent year-end extra last year that.

68%.

could easily be repeated or in-

creased for 1956.. Over the longer.
‘run, Gillette has paid dividends,.
without hiatus, for over half a.
century; and there was a 2-for-1-
‘stock “split 'in 1950, and ahother.

in October 1955, )

Present capitalization consists

merely of the aforementioned $6,-
000,000  in . debt,

shares  of | common listed NYSE

and now selling around 52% to
vield 43%

(assuming a $2.25
dividend).

When a company has displayed
such a long, uninterrupted ad-
vance in corporate prosperity as
Gillette, there is frequently raised
the question, “can this keep up?”
In ‘the case of Gillette the evi-
dence is quite impressive that it
can. Not only has the traditional
razor and blade business been de-
veloping solid advances, but ‘the
new Toni and Paper-Mate lines
fit perfectly into the overall pro-
gressive merchandising methods
of the company; and the rate of
growth projected for these newer
divisions augurs well for stock-
holder welfare in the years to
come. y

Present management, headed by
Mr. C. J. Gilbert, President, took
over in 1938 (the year the “Caval-
cade of Sports” was first spon-
sored) and has demonstrated both
efficiency and vision. It has been
many years since Mr. Gillette de-
livered his first safety razor, un-
der a sales plan that envisioned
the buyer always returning to, the
Gillette - Company for blade re-
fills. ‘Well the plan is just as
golden-today as it ever was; and it
works just as well among women
and penmen as it did originally
for shaggy visaged hombres anx-
ious to smooth up and look sleek
for a Saturady night date, or Sun-
day church. The lengthened sha-
dow. of Mr. Gillette is obviously
not a “five o’clock one”; but
rather one of the most impressive
and large scale agencies for the
distribution of specialized con-
sumer goods on a world wide
basis, and an enduring tribute to
the virtues and possibilities of our
enterprise system,

With A. M. Kidder Co.
(Special to THE FINANCIAL CHRONICLE)

- DETROIT, Mich. — Bagdan
Pochmursky has become con-
nected with A. M. Kidder & Co.,
Guardian Building,.

Joins King Merritt
(Special te THE FINANCIAL CHRONICLE)
PONTIAC, Mich. — Rodney H.
Morrison is now with King Mer-
ritt & Co., Inc.

and , 9,282,848

Miradeof— American Wealth
~ Due to People’s Capitalism

Ey EDWIN O. CARTWRIGHT*
Resident Partner, Merrill Lynch, Pierce, Fenner & Beane,

Dallas,

Texas

Dallas broker points to the increasing “people’s capitalism,”
where more than 10 million persons directly and 100 million
indirectly already own shares in the economic wonder called
American business, as the answer to those who “preach doc-
_trines inimical to our free-enterprise system.” Mr. Cartwright
compares estimated need of $360 billion of new tools and
plants by 1965 with past decade’s new investment of $232.6

. billion, in stressing $150 billion

financial educational leadership

: - Our;subject has so many. facets:
- that we must treat only: with those:
_.seemingly productive-of a:greater-
.degree- of .. understanding. -Logi-
: St Leally, we
+ should :: ‘begin :
 with. the: ori-
gin. " of - secu- "
 rities and-fol-
low'thelir
cour se
through the
.channels of
2+ ‘underwriting
into the hands
of the in-
I vestor.  That
' path,however,
permits less.
- emphasisupon
the economic
. 2oty "t significance of
theé so-called -“common man” in,
our American system and of his
towering financial and numerical,
-hence political, stature. I choose,
therefore, to “begin at the end;”.
about the men and women who
actually own American business—
those who have invested a portion
of their savings in common and
preferred stocks—the shareowners
—every one a capitalist.

110,000,000 Direct and Indirect
Shareowners

There is at hand a new study of
share ownership in these United
States which rudely abolishes any
remaining vestige of the myth of
“Wall Street ownership” or of
business domination of any con-
centrated group. The New York
Stock Exchange’s newly published
“1956 Census of Shareowners in
American Business” shows that
. 8,630,000 people:own shares di-
-rectly in the publicly-owned cor-
porations in the country. This is
-an - increase of 33% ' since the
.Brookings Institution census in
early 1952, when 6,490,000 were
shareowners. One out of 12 adults
~now. owns. shares compared ‘with
one in 16 in 1952,

In addition, another 1,400,000
own shares in.private corpora-
tions, indicating that more than
10,000,000 people hold direct own- .

.ership of shares in the economic
.wonder - of - the -world called
.American Business. e

Moreover, some 100,000,000

- people  are indirect shareowners .
through their savings in life in-
. surance companies, pension funds,
profit sharing plans, mutual sav-.
-ings banks, and other financial in--
stitutions that invest part of their
funds in. equity. securities.

The people who own America
belong to every walk' of life. Al-
most two-thirds of all direct
shareowners have household in-
comes of less than $7,500 per year.
One person in 36 with incomes of
under $3,000 per year—many of
them older and retired—is a
shareowner, indicating that all or
part of their income .is derived
from dividends. The numerical
increase in shareowners has been
greatest in' the $3,000 to $5,000

*An address by Mr. Cartwright before
the American Law ‘Student ‘Assn., Amer-
ican Bar /.ssn. Annual Convention, Dallas,
| Auz. 28, 1956. .

E. O. Cartwright

~understand thé risks- . . plfoyide.firgt'things first. oo,

of new capital must come from

. equities., States double taxation is unjust; reviews the func-
- tions and methods of the financial market; praises his firm’s

; -and’claims-“no-other indus-

try . ... so corstantly warns its customers to learn the facts;

”

and in the $5,000 and over income
groups. - The ‘greater. participation
of> lower.- income- -earners  has
dropped: the median of all share-

“owners to $6,200 from $7,500. -

For: the first time.the number
of ‘women" shareowners  exceeds
men; they row. constitute 51.6%
of the shareowning family, versgs
48.4% for men. Housewives and
non-employed women - represent
the ‘largest single ‘group of own-
ers—34.2%. No other category ac-
counts for more than 18% of all
shareowners. e

Geographically the greatest in-
crease in-: share ownership  oc-
curred not in the large popula-
tion' centers but in cities of 5,000
to 25,000 where a jump of 125%
was recorded since 1952. .

At no time nor in any other na-
tion has+ such widespread: busi-
ness ownership existed:”Nor has a
progressive past ever foretold a
more promising future for expan-
sion of the number of American
shareowners and the values of
their ‘securities, Truly the New
York Stock Exchange slogan
“Own Your Share in America” is
proved profitable in fact to those
who practice it. And by that fact
our “People’s Capitalism” hurls
the lie at those who preach doc-
trines inimical to our free enter-
prise system.

Now why has this happened? I
think it is because we are begin-
ning to comprehend the American
economic “law of growth”; that
surplus dollars invested prudently
work for us to provide steadily
rising standards of living in the
future. In spite of recessions.and
depressions, a long-term chart of
American business records con-
tinuous expansion. The average
rate of growth for the past decade
has been about 3% annually and
the average dividend return from
common and preferred stocks was
about 4.7%. Compound progres-
sion at these rates is easily under-
stood as a vital force working for
the long-term investor. :

Our comprehension stems par-
tially = from widespread public
education program in a period of
unparalleled prosperity. Economic
studies have shown the virtues of
investing money in the securities
of sound American corporations
for long periods of time. We have
learned - to invest our savings
rather than borrowing from the
future.” This contrasts with the
frenzy of speculation indulged in
by too many people in the late
1920’s-when-the principal object
was an 'effort to make a quick
profit on small capital and a large
debt, with little reason except per-
haps a sg—called i 1§ ¢ Vg

Shareowners a Strong Politieal
Force .’

A total direct and indirect share
ownership by 110,000,000 - of -our
people represents about two-thirds
of the nation’s population. The
time has come to recognize not
'only the economic, but the politi-
cal force of this host. The dema-
gogue.of the future who under-

" Continued on page 26
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-Steel Production -’
‘+ 5-Electric. Qutput!
Clrlo-dmgs b
Retail Trade’, .-
Comnmdlty‘ Price. ln |
_ Fobd Price Index
_Auto Production ’
Bu-mas Failures .

State of Trade ‘
and Industry

Dun & Bradstreet, the nahonal credxt‘agency, bnefly¢ sum— ,-

".marizes ‘the business:situation in varxqus ‘industries, as follows::

Slight:increasés: were ‘reported in.the output: of steel; electric;..
.’power; and. coal this- week;,: while the " production’.of Aautomoblles,'
lumber, and food products- was ‘below that. of the previous week: '

y Total mdustnal output ‘was sustained . ata hlgh’level and exceeded
that -of:the correspondmg week last -year.

Steel “mills. operated at. 98:7% . of capacxtylthls week Output‘
"Ap=

climbed. 2%;: and was~ 7% higher than the year ago level.
pliance-: ' manufacturers - ‘and«-autgmotive = prodicers- notrceably
boosted their orders.for hot and cold rolled sheets. .
: A further. decline ‘in. automotive  output was reported thls
. 'week, as more plants shut! down for inodel changeovers.  Produc-
tion of cars and trucks. fel] 13%,: and ‘was ‘23%" below the ¢om-

parable 1955 level. -Although  truck - output declined - fractionally;:

it ‘exceeded tnat of ‘a- year ago by 23%. Total* prodiiction of ‘trucks

from Jan. 1 to Sept I of this- year ‘was 10% below the srmllar 1955:_

. level.

_There was a 2% rise m electnc powet output this week and .
it'was 8% above that of a year ago. The most noticeable year-to-

year - gains 'occurred in ' the Rocky Mountain and West Central

Tegions. While the production of petroleum deereased fractionally, *
it remained:7%. over. the comparable year ago-levél: Coal Output"~

‘expanded 2%, and exceeded. that of last :year:by. 7%.

-~ Although .paperboard produceérs reported.a’ 2% -rise. in: outputl b

‘this’ week, production- was. 6% below that of a year ago. Unfilled

orders fell 2%, and were 37%- below last year’s: level. - While new:

Jorders increased 16 %, they:were 30% below thosé ‘of the compar-
‘able."1955., period. 'Lumber 'outpet dropped '2%;:
rose. fractionally.  Lumber shlpments were: 7% “below: those of
last year..-

"year -to-year gain was' maintained. - Flour productwn expanded
72%, and exceeded that of a year.ago by 14%.

U S. Savmg Record $7 100,000,000 ngher,
First: Half of 1956
; The Home Loan Bank Board reported Sept 3 that the Umted
:States Saving- record was $7,100,000,000 higher in the first half
of. the year-during’ which time Amencans had increased their
, -savings accounts, savings bend holdings and reserves of lite insur-
ance " policies ratmg more than $1,000,000,000 more in the first
‘half year 1955 and $300,000,000,000 more than the first six months
of last year.
-half and it is doubtful if this ¥ear’s record of. $14,000,000,000 will

come up fo.1954’s peacetime record of $14,000,000,000 in new -

savings. -In the first six months these savings rose to a record
‘high of more than $242,100,0600,000. In the breakdown, the Board
Teported that savings: and loan institutions accounted for -about
-38.6% of the $7,000,000,000 in new savings the first half while
lite insurance reserves .16 5%. Credit Unions increased tneir pro-
portion of the new savings from 2.6% in the first half of last year
‘to 3% but the January to June increase by Mutual Savings and
commercial banks both declined.

“Iron Age’ Foresees Tight Steel Market

Steel users will get the bad news in a few days when auto-

motive companies -come into the market with their orders for
November. - When full impact ‘of fourth quarter automotive. pro-
-duction schedules is felt, the already. tight market will snap shut
.like ‘a vise, according to “The Iron Age,” national metalworkmg
‘weekly.

f It won't be news to users of plates, structurals and oil country
:goods: But some slowness-on the part of auto companies to commit
‘themselves fully on 1957 model schedulé¢s’ has led' to - artificial
feeling of plenty in a few other products.

Tip-off is a recent and sudden tightening of forgmg bars and-

billets and a quick pick-up -in demand for. manufacturers’ wire
‘from auto parts suppliers who have already received their orders
‘for the new models.
. Up to now, mills have generally left space open for November
and December automotive orders. But when the word is out from
‘Detroit, books (for all intent and purposes) will be filled for the
‘rest of 1956 for most products.
: Big problem causing steel consumer anxiety ‘is. the out-of-
balance situation of their inventories. While cold-rolled sheets
.were momentarily easy during the automotive model changeover
period, hot-rolled sheets have become as tight as any. product.
Steel users going into the fourth quarter with well-balanced
‘inventories may be able {o survive the winter squeeze without
too much trouble. Those who are short on some products now are
" ‘in for it. Theré just isn’t going to be enough to go around. .
' Some manufacturers who are heavy plate users have had to
cut work-weeks because of unavailability of plates. Foreign steel
‘and conversion are factors, but 1mporters and arrangers of con-
‘version deals are finding more price resistance than is usual in a
-tight market.
i The steel industry is doing its best to meet the demand, but
‘has its own problems. In other post-strike periods, the operatmg
‘rate bounced back to well over 100% of capacity. This year the
‘industry has had trouble bouncing back.
* " The reason: Maintenance and repair troubles at the steel
furnaces, at the blast furnaces and on the rolling mills. This has
added to the problems of recovering from the strike, which had
_the effect of 6 to 8 weeks’ loss of production.

“Steel” Reviews the Steel Situation
In little over a month, the nation’s economy has virtually
» Continued on page 34

it position of

but- new -orders *

This record is, however 4% below the 1954 first-
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| Umguay-—lla:d-l’ressed (_Econom"y

*-~litical realities.” However, in an- . -

ge

Mr. May, an bam of hrst—hand mveshgahon, repoﬂs polltlcal i
and - economic- pressures. obstructmg the adopﬁon of: needecl

; in, 'm;deAugust—Edv.tor)
- Uruguay; .exemplifies: an: econ-

Omy,. the ‘ increasing.. pressure on:

‘which puts her. government in_the
embracmg socialization
7 e land) thiis hav-

ithe tail.

. The: countrys

~c.o‘n.s'u mes

;- more: than. “it-

.: ris-‘produeing.

“In: 1955 ‘there’

: Jwas ‘an:ad-

level An Amencan -vhousewﬁe,

. ,temporanly ‘resident i in« :Monte~

video, assured ‘me.: that " prices
there,' with the exceptxon of food,

(1073) 5

attributed the continuing absence
‘of a’personal income tax to factors =
.of politics—"“we are living in: po-

<other” top - level " interview, . the :
-Ministet -of Finance; Arroyo To=
rros; insisted that 1mposlt10n of an .
ncome

“There- is no income tax: on xndl—

:vidual incomes, :although. there'is .

‘one ‘imposed on corporatwns, pro

gressxvely ‘A law: proposmg ‘a’peér=.
‘sonal . income --tax:-was' Técently,
defeated . with the: Flnance Mxn-=

.milk; -and: bread,. which- are: subh :

- sidized, are. actually hlghet t(;an

| at home. ot

-ing ‘a“bear by»

Here again, as in. other South
American countries; ;the . inflation:

moted wage” rises; with the Legis-
lature settmg the salaries- of. .all-
jobs.: “Also, -as. with someé. of her:

~neighbors,  needed; . production :is,

‘curtailed by an - .exaggerated pen-
sion system. Employes are retired
. after 30 years.of service, irrespec-.

. tive of age; with the: consequence:

wnmd Mw f urther re-

ports;:‘via’ . additional’
controls. © vAlL. export’:

pursuant .. to® its. varying :regula-

- tions:..This has been working out

' to'the great dissatisfaction of cer-
‘ tain. categories: of - exporters, no-
tably the wool-growers.

: Wheat,; which - has displaced
meat in-importance in the nation’s
‘export pictare, has been mvolvmg
‘the subsidizing government *

" vast losses because of the unbal—
anced internal price structure. -

- Creeping Welfare State-ism

" Retaining ‘the quota system, an
.important new foreign exchange
. system was enacted Aug. 3, last.
In the case of exports, it provides
+ mixed rates, composed of varying
percentages of the official rates.
Formalizing and systematising the
multiple structure which obtained
- previously, the ‘test ahead via
results in action, is awaited hope-
fully.

On its path of the Welfare State,

i the'government hasbeen founding

a succession of autonomous. agen-
cies; practically ‘all having a def-
icit, with the goverhment picking
up the I. O. U. chips. Railroading,
- publié ~ utilities, water, accident
and “firé insurance, are all na-
tionalized. The national debt
has been placed with the govern-
ment-affiliated " social ' agencies,
but with these now all bought up
to their :capacity, an -immediate
troublesome crisis is presented.
Economic subsidies have
wrought havoc on the budget. For
the benefit of the consumer they
are extended to wheat, milk,
bread, ‘meat, fertilizer, poultry,
feeds, and tourism. These . have
added substantially to the budget
deficits as reported. Thus in 1955,
receipts were 477 million pesos,
ordinary expenses 505 million, or
a deficit of 28 million—plus an
additional deficit of 71 million
incurred by the subsidizing agen-
cies. Deficits- have thus occurred
in 14 of the past 17 years..

Accompanying the chronic
budgetary deficits have been
_creeping inflation; inefficient pro-
duction of major commodities
which has accentuated the subsidy.
need;

' of.a shortage of foreign exchange
cutting-down raw materials.

The inflation has been of the
creeping type, with the cost of
living now running at .about 10%
per year. But, despite the grad-
ualness of the rise, consumer
prices are now at a very high

sduced/ Neéw:
decrees are attempting. to..solve.-
the exchange. problem. by. stimu- '
lating~ exports and” curtailing: im-
exchange: .
‘receipts-
.. must. be turned: into. the Central-
‘- Bank, "which _repays the .owner
While- the output Of cheese decreased 3% thls week a 3%. Y

- that as young -as' 50 years:often

constitutes - tne. retirement "age,
Of- course; there’ is" no - political - |
entity: courageous: enough  or
otherwise -able :to... change the
:ntuatxon 3 : L

Rationahzing ‘the’. Sltuatlon' i

In lieu . of the: needed remedlal
steps to be taken, by way of bitter:

omy, this  Teporter , encountered
considerable- rationalization ‘of the:
existing situation” in_ high - places:
Thus, the Minister of Foreign
Commerce, . Ariosto D. Gonzales,
in discussing inflation and the
increased government debt, in-
sisted that “inflation is a natuxal
phenqmenon—a part-war process”
after admitting that his country’s

prices and wages are to a great

extent tied up with politics, and
that the pressure from the legis-
lature is obstructive to- cleaning
things up.

Minister Gonzales quite frankly

is accentuated by: pohtlcally-pro—‘

medlcme, throughout. the .econ-.

viction® is- that an individual. i
- come. tax hurts the smalean |

Furthermore Wh.l].e ‘professmg

his ‘devotion to. stabilization as-an- : - .

abjective; Sen. Torros maintaired;
to me’ that “after-all, the: budget
is of secondary- consequence” that
budget ‘unbalance " is- no- “ditferent.
than:the situation in other:coun-' :

tnes “which - conceive: of ‘unbal~ - -
ancmg exvenses as extraordinary - ..

and not to.be.counted;: and cited:
tne justitication  of hls allacation
of . 200 million .. .pesos ; to; ! public
health instead of ta:the mlhtary
as in other natlons R

A Venezuela. in Reverse 2

} “Thus, . we see! the: converse: of-
Venezuela.where wealth.and- free
‘enterprise act reciproeally to- fur-
‘ther’the ‘ddvantage of ‘each.: Heére -
in Uruguay; .. on the “other. hand, -
economic. difficulty. both- accentu- ‘
ates and is-enhanced by socializa-.
t,lon In this framewerk; the ‘Fi-

nance . Mmlsters reflectxon that
“countmes that want. free econo-
mies ‘are those that can’t afford
it seems "to be only partly true
The” lack of affordmg is.a conse-
qucnce as well as a eause
PR T ST oS

Forexgners holdmg companxes
may (as'in’ Panama) still locate
here  free:. of identification; - al-
though, possibly in line with gen-
eral mlsgivmgs the practice has
greatly diminished in recent years.
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OUTLOOK
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Analysis of Oil Company Management

Amerada Due For South American Production

Near-Term Oil Outlook Is Not Good
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No Cushion For Economic Reversals in Current Oil Prop-
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tax; would undermme. N
: ndxvldual Nliberty. S

and - growing unemploy-
ment, to a great extent the result:
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Stock Market Reappraisal 0. ot Hiah o o
; F or Last Quarter of 1956 ‘Korean Incident brought in fever-

By J. C. LUITWEILER
Hayden, Stone & Co., Members New York Stock Exchange

Mr. Luitweiler ‘maintains: highly irregular performance  of
individual issues as contrasted with that of the Averifges
urgertly calls for portfolio reappraisal. Based on price-earnings
ratio and confidence factors, he recommends .liqmdatlon. of .
margin accounts; sale of issues at “abnormal’” price-earnings
ratios; disposal of issues having dubious long-term earnings

outlook; building-up of substa
into defen

At present writing the average
at the close of business, Aug. 31,
was 502.04 as compared with the
close at the end of 1955 of 488.40,
which is a rise
of only about
3%. In be-
tween we
bave had sev-

~eral brief ad-
vances and
declines above
and below this
1955 Jevel,
This average, .
bowever, does
not tell the
full story. The
majority of
stocks not
found in the
averages are
below the highs they made earlier
in the year. In fact, many stocks
gt their 1956 highs have failed to
reach their tops made in 1955. The
inability of so many stocks to get
up into new high ground when the
Dow ~ Jones Industrial Average
pushed ‘up there, coupled with the
fact that an increasing number;of
stocks seem each week to be mak-
ing new lows for 1956, is of suffi-
- cient importance to call for an
attempt at reappraisal of the out-
ook for the remainder of the year.,
" It may be a warning of an early
change in the uptrend of the last
several years,

James C. Luitweile

DIVIDENDS

GALORE

Nothing more helpful
than ti:e Monday Issue
of the “Chronicle” for
dividends declared and

when payable coverage

higitized for FRASER

ntial cash balances; and switch
sive issues,

Scrutiny of Individual Holdings
Called For

At any rate, it seems to be suf-
ficiently significant for investors
to reappraise their indiVIdpal
stockholdings, to determine
whether they wish to continue
their  investment ‘therein  despite
the uncertain market outlook. The
simplest yardstick  for such ap-
praisal is the so-called “price-
times ~ earnings ratio”; meaning
how many years of current earn-

ings are necessary to equal the

price at which a stock is selling.
A company that is earning $10 per
share and selling -at 100 is at a
10-times-earnings ratio. This
yardstick would be easy to apply
l_to all one’s holdings if a normal
common to all types of stocks. But
it differs widely with the nature
of ‘the business. For some com-
panies their business is a case of
“feast or famine.” For them a low
price-times-earnings ratio.is nor-
mal. For others the earning power
varies little between good times
and bad times and investors are
willing to buy their stocks on a
much higher price-times-earnings

ratib. « Nevertheless by taking a :

company’s average earnings over
say 10 years and comparing them
with the company’s average an-
nual high-low prices over these
same years, one can find a fairly
accurate “normal” price-times-
earnings ratio. By comparing
their 1956 price - times - earnings
ratio with this normal ratio, one
' gets a fair idea whether this stock
is selling at an exaggerated pricve
level. ;
Stages of Business

There is, of course, another im-
portant factor to take ‘into con-
sideration.  Businesses in this
country, like human beings, seem
to pass through four stages: in-
fancy, adolescence, maturity and
old age., This is due to the dy-
namic quality of our economy by
reason of research, inventions and
technological advances and our
keenly competitive system. 'Com-~
panies in the first stage of in-
fancy with very low present earn-
ings, or no earnings whatever,
often sell at what seem ridiculous
price -~ times - earnings ratios be-
cause of investors’ unbounded
faith in their future. Often-times
it is a misplaced confidence for
the mortality rate is high! Ado-
lescent companies have  a much
lower price-times-earnings . ratio
than mature businesses.  Compa-
nies hoary with age usually sell
on the highest price-times-earn-
ings ratio. But this is oftentimes
due to inertia of investors to dis-
pose of stock that have treated
them so well over a long lapse of
time. -But it is just such compa-
nies that may treat investors
roughesi in times of poor business.
They should be carefully exam-
ined to be sure that there is
plenty ‘of research and infusion of
new blood and new ideas present
to assure their continued future
success.

The Aircraft Companies

One might cite the aircraft
manufacturers as an illustration
of ‘the above. For a long time

these companies were “step-chil-
dren” so far as conservative in-
vesters were concerned. They

price-times  earnings ratio were

~.The Commercial and Financial Chronicle.. .. Thursday, September 13,1956 -

What's Ahead for Glass Industry

were treated as were the automo-
bile: manufacturers some decades
ago. Then their high earnings of

ish speculation, only to subside
quickly on the theory: “This can’t
last.” The best of these compa-
nies would seem to have passed
through adolescence to maturity
and their stocks are now found in

conservative portfolios. From a

yardstick of five or six times an-

-nual earnings, they are now being

bought ‘on ratio ‘of eight or 10
times  on the theory - that . their
business-has finally become an es-
sential and important part-of the
national . economy. ‘Since- .taheir
expected future earnings seem to
indicate an up-trend it won’t be
surprising if they resist better
than most categories of stocks a
future down-turn in general: busi-
ness.

Une more observation on this
price-times-earnings ratio yard-
stick. The stock market as a
whole and individual stocks sell
“cum=-confidence” and “ex-confi-
dence.” To put it into.a formula:
If X represents their normal price-
times-earnings ratio, in  a confi-
dent bull market such as we have

enjoyed now for years, they will- :

be bought at:say X plus 25%.'But
should confidence in the immedi-
ate future wane a’bit, this plus

factor recedes and in times of re-"

cession, or depression, they will
sell at' X minus 25%. So if a
company’s - stock selling at 100
represents X plus 25% tnis means
that X is 80 and at X minus 25%,
the price will drop to 60. ‘And this
may occur without any change in
the earnings of the company!
Just the refiection of the cum- and
ex-confidence factor. Such a
swing happens to. the gilt-edge,
blue-chip stocks as well as to the
speculative issues.

lieves  that without necessarily
any visible change in the immedi-
ate business climate, the confi-
dence factor may wane before-the
end of this year, that this reap-

praisal of the stock market out--

look is written,

Individual Application
The application to individual
accounts is something that each
investor must do for himself or

with the help of his broker. Gen-.

erally, however:

(1) An investor carrying stocks
on borrowed money (a margin
account or on a bank loan) should
sell out enough of his holdings to
pay off such loans.

(2) Stocks selling on inflated
price levels gauged by their nor-
mal price-times-earnings ratio as
above explained, should be sold.

(3) Stocks of companies whose
longer range outlook for earnings
at current levels is doubtful,
should be sold.

(4) If one is inclined to be con-
servative, he should sell enough
of his holdings to build up a sub-
stantial cash balance.

. (5) If one wishess to remain
more-or-less fully invested, he
should switch from stocks above
described into stocks of com-
panies whose business is - less
sensitive to changing business
conaitions; such as utility stocks,
natural gas companies and food
stocks, or into stocks of -compa-
nies with brilliant future earnings
prospects (like some of the air-
craft companies) even though
there is a let-down in general
business.

With Ashton & Co.

(Special to THE FINANCIAL CHRONICLE)
DETROIT, Mich.—Rose York is
with - Ashton & Co., 15315 West
McNichols Road.

Joins D. B. Fisher Co.

(Special to THE FINANCIAL CHRONICLE)
DETROIT, Mich.— Robert F.
McKeown has become affiliated
with D. B. Fisher Company, Buhl
Building.

1t is because the:‘writer bei’

ln--a Stead

By DAVID G. HILL*

ily Growing Economy |

President, Pittsburgh Plate Glass Company :

In spite of 2009, per capita

glass-usage increase, the real

“glass age,” -according to Pittsburgh Plate Glass head, lies
ahead. Mr. Hill describes the general economy’s future growth

- prospects, and refers to such glass products of tomorrew as:
variable transmission. window; electroluminescent lighting
panels: and: glass heat: which are expected to be as wondrous -
as the completely enclosed: glass skyscraper is today. Finds
longiterm capital investment trend to have a stabilizing effect
upon\the economy, due to investment regularity, regardless of

ice,\in hopes -of ‘a long-term capital gain. Sees historical

of carrying large-inventories ended because of higher,

rigidly 'binding labor costs which prevent, as heretofore,

recessions and inventory reductions to reduce significantly
’ manufacturers’ prices.

Glass manufacturing  was the
nation’s first industry, having
:been started in 1608 in James-
‘town, Virginia. As many of you

| know, this
first glass
house is now
being restored
as nearly as
possible to its
original con-
dition. Coop-
erating in this
work ‘are the
glass industry
and the Na-
tional Park
Service of the’
United - States
Department of
the Interior.
A special
committee, in-
cluding Richard B. Tucker of our
firm, is guiding this project. The
restored: glass ‘plant will be 6p-
erated as a national historical
monument and will serve to re-
mind the nation of the important
part our industry has played in
its growth.

According to old records re-
viewed during the restoration
work, the first products of this
colonial glassworks were glass
beads. These were used for trad-
ing with the Indians. And it would
seem, then, that the hardy pio-
neers who carried these glass
beads to the Indians were actually
the nation’s first glass distributors.
The records do not indicate just
how they operated, but my guess
would be that each trader was a
combination jobber, distributor,
and dealer. Maybe if some of us
took the Bridey Murphy hypnotic
treatment, we would find our nast
filled with coonskin caps, leather
moccasins, and bows and arrows.
At any rate, both the glass job-
ber and the glass manufacturer
have their roots deep in Amer-
ica’s past. ) :

vavid Q. saas

General Economic Trends

I think, however, that you are
more interested in the present and
the future, than in the past. You
rightly want to know what lies
ahead from the glass manufac-
turer’s viewpoint. So, we've pol-
ished up our crystal ball in an
attempt to see what the future
holds. In view of the fate of some
economic prophets during the past
few years, I'll proceed rather
cautiously in this forecasting busi-
ness.

First, let us look at trends in
the general economy and find out
what the experts think—experts
in this instancé meaning econo-
mists. Some of these are fore-
casting a mild slow-down; others
are claiming we are undergoing a
“rolling readjustment.” A third
group is promoting the idea that
we are on the verge. of really
“living it up.” Undoubtedly, each
-of these groups has good reasons
for its slightly divergent opinions.
Where does that leave us? A
bit confused, to say the least.

*An address by. Mr. Hill before Flat
Glass Jobbers Associaiion, Minneapoalis,
Minn.

. to rise.

But we are not completely at a
loss in trying to fathom what the
future holds. One pretty good
yardstick is the nature and extent
of capital investment planned by
business and industry. In the past
15 years there has been a signifi=
cant change in capital investment
policy. Prior to World War II in~

.dustrial expansion was largely

concerned with expanding exist-
ing plants. New plants and equip-
ment generally were not large or
complicated. Facilities could be
built in a comparatively short
time. Decisions' to build or not
to build were flexible and could
be based on the immediate eco-
nomic - outlook. : .

Investments Stabilize the
Economy
In recent years, however, mam-
moth plants have been the rule

.rather than the exception. In these

are complicated equipment in-
cluding automated processes.
Modern plants take longer to plan
and build and are geared to the
long-range outlook. This has had
a stabilizing effect on the econ-
omy. Putting it another way, it
is like dollar averaging in com-
mon stocks where - investing is
done on a monthly basis regard-
less of price, in hope of a long-
term capital gain. The parallel in
industry is, providing productive
facilities to take advantage of our
dynamic economy, feeling ' sure
that .any immediate excess in
capacity will be fully employed
over the longer term.

The extent of such long-range
planning can be seen.in reports
on planned capital spending com=-
piled annually by the McGraw-
Hill Publishing Company. The
essence of the report for 1956 was
summed up in the phrase
“Planned for a long climb.” This
means, of course, that business-
men and industrialists believe that
the general economy will continue
In commenting on this
report, an. editorial in the May
19, 1956 issue of “Business Week”
stated, “Capital investment is still
rising. Investment this year, 1956,
is planned to run almost thirty-
nine billion dollars, a full 30%
ahead of last year.—Investment in
1957 is already planned to run on
at the 1956 level—Some 88% of
the companies surveyed were able
to give specific plans as far ahead
as 1959.” ’

Thus you can see, business and
industry leaders are planning to
invest literally billions of dollars
in the future of America. This is
a concrete demonstration of be-
lief in an expanding economy.
The report is particularly inter-
esting in that it shows, as a result
of planned expenditures, that in-
dustry will just about double
present production capacity with-
in the next ten years.

No Excess Production
Quite naturally, we ask our-
selves whether or not there will
be markets to take care of this
tremendous capacity. Many people
who should know, believe our
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markets will continue to expand.
They point to some important faé-
tors to.buttress their belief. Qur

been and are doing everything we
can to make it possible for you to
capitalize on these opportunities.

population, which " increased: 29,= Our extensive researcn, programs

000,000 since 1946, is continuing to
grow and should reach about 178,-
000,000 by 1960. Wages are ex-
pected-to rise as well as the leis-
ure time in which to spend them.
Then we have the amazing growtn
' in Gross National Product, spend-
able income, and other vital sta-
“ tistics. ¢
As I said before, forecasting is
a difficult’ as well as a hazardous
task, particularly for the fore-
- caster, who can really get himself
-out on a limb.. However, my per-
. sonal- belief is that our economy
is. dynamic and that it will move
_forward at a steady pace. In an
expanding economy, there will be
-growing -opportunities for the
glass jobber. We in the manufac-

turing ‘end of this business have

are creating new products ‘and
new uses for old products. We are
constantly ‘expanding our produc-
tion facilities to give you more
and more plate and window glass
as well as supplies of processed
and fabricated items.

‘Pernaps - this is hard for some
of you people to believe. If you
couldn’t get. glass, your natural
reaction was that not enough was
being produced. Yet, manufac-
turers were and ‘are turning the
product out better, faster, and in
greater volume than ever before
in history.

Expansion of Production
Facilities

Some indication of the extent
of | the industry’s efforts to in-
crease production can be seen in

the /advance report of the [ 1954
Census of Manufacturers con-

,ducted by the United States De-

partment of Commerce. This re-
veals that between 1947 and 1954
tnere was a 50% increase in the
sales of flat' glass and flat glass
products. It is obvious that facil-
ities had to be expanded to make
such an increase possible.

This same report shows that in
1947 about eleven and a - half-
million dollars were spent for new
plants ‘and equipment. In *1954
this had increased to over twentv-
five million -doliars, or up 17%.

‘There are no figures available for

1955 and 1956, but it would be
reasonable to assume’ that' 'plant
expansion and improvement are
still going on. From published
reports, we know that the Fourco
Glass Company is installing wider
drawing ‘machines; American
Window, Glass “is building new

tanks; and ' Libbey-Owens-Ford
and Pittsburgh Plate are expand-
ing both window and: plate glass
facilities. ‘ ’

Apart from the increased pro-
duction effected through improve-
ment and expansion of older fa-
cilities, considerable progress has
been made in providing new facil-
ities.. Libbey-Owens-Ford has, ac~
cording to published stories, put
several new units into operation
at Toledo, Ohio. At Nashville,
Tennessee, the Ford ‘Motor Com-
pany is completing ‘'what reports
say is the “world’s largest glass
plant.” ' Last ' (February) there
were reports that 'a new window
glas plant was going to be built
at Bryan, Texas, Pittsburgh Plate
will soon roll its first rough plate
from an entirely new facility at
Cumberland . and is. working on
plans for a new window glass

plant- at Decatur, Illinois.
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Now, in the aggregate all these
new glass producing facilities will
add - quite’ a bit " to production
capacity. What this would total, I
have no way of knowing. But it
should be sufficient to help every-
body maintain adequate inventor-
ies.

Inventories

It seems to me that in discussing
the future for flat glass the mat-
ter of inventories occupies a most
important - position. - Historically
the status of inventories has had
a pronounced effect on our econ-
omy. As recently as 1954 we had
what was termed an inventory re~
cession. This simply meant tha%
goods which had been accumu-
lated, 'possibly as a result of the
Korean War, had reached unman-
ageable proportions and were be-
ing liquidated. Because of the tre=-
mendous consumption of goods in

Continued on page 33

New Issue

t. Louis

Rand & Co.

September 13, 1956.

Manufacturers and Traders Trust Company
of Buffalo

R. H. Moulton & Company

Thomas & Company A. G. Edwards & Sons

$30,000,000

City of New York

3.30% Sérial Bonds

{

{UN;

Dated September 15, 1956. Principal and semi-annual interest (March 15 and September 15) payable in New York City at the Office of the City Comptroller.
Coupon Bonds in denomination of $1,000, convertible into fully registered Bonds in denomination of $1,000 or multiples thereof, but not interchangeable.

: [nt¢r¢st' Exempt from_Fede;izl and New York State. Income ‘Taxgs vijtndér Existi'ng Stafutes and Decisions
Legal Investment for Savings Banks and Life Insurance Companies in the State of New York and for

Executors, Administrators, Guardians and others holding Trust Funds for Investment
under the Laws of the State of New York

AMOUNTS, MATURITIES AND YIELDS OR PRICES

Due $2,800,000 each September 15, 1957-61, inclusive
$1,600,000 each September 15, 1962-71, inclusive

Prices
to Yield

2.25%
2.50
2.75
2.90

The First National City Bank of New York
Smith, Barney & Co.
Continental lllir;ois National Bank

and Trust Company of Chicago

Mercantile Trust Company
S

The First Boston Corporation
Kidder, Peabody & Co.
The First National Bank of Portland , Ladenburg, Thalmann & Co.

Oregon

Hayden, Stone & Co.

Roosevelt & Cross
Shearson, Hammill & Co.
Andrews & Wells, Inc.

Prices
to Yield

3.00%
3.00

Due
1961

1962
1963 3.05
1964 3.10

(Accrued interest to be added)

Bankers Trust Company
Harriman Ripley & Co.

Incorporated

Incorporated

Robert Winthrop & Co.

First Southwest Company

Phelps, Fenn & Co.

Dominick & Dominick
_Braun, Bosworth & Co.

Seasongood & Mayer

Yields

or Price

3.15%,
3.20

3.25
100 (pricey

Due.
1965
1966-67

- 1968-69
1970-71

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

Guaranty Trust Company of New York
C. J. Devine & Co.

Halsey, Stuart & Co. Inc.
White, Weld & Co.
Ira Haupt & Co.

Clark, Dodge & Co. Dean Witter & Co. Kean, Taylor & Co. First of Michigan Corporation Estabrook & Co. Geo. B. Gibbons & Company
L. F. Rothschild & Co.

Lee Higginson Corporation

C. F. Childs and Company

- Incorporated

Incorporated

G. C. Haas & Co.*

W. H. Morton & Co.

F. S. Smithers & Co.

The National City Bank

Shelby Cullom Davis & Co.
Byrd Brothers

Shields & Company

Incorporated

Incorporated

Coffin & Burr

Incorporated

W. E. Hutton & Co.

of Cleveland

gitized for FRASER
p:/lfra /
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Dealer - Broker Investment
Recommendations & Literature

It is understood that the firms mentioned will be pleased
to send interested parties the following literature:

Atomic Letter (No. 21)—Comments on the U. S. Navy’s billion
dollar atomic propulsion program including a tabulation
showing the companies now working on the Atomic Air-
craft Propulsion pregram. . Also available Atomic Fund’s
annual report illustrating atomic industry by means of color
photos—Atomic Development Mutual Fund, Inec., Dept. C,
1033 Thirtieth St., N. W., Washington 7, D. C.

Barge Industry—Analysis with particular reference to Ameri-
can Barge Line Company, and Mississippi: Valley Bargeé Line
Company—Alfred L. Vanden Broeck & Co., 55 beerty Street,
-New York 5, N. Y. . = ;

Capital Gains S:tuations——BuIletm—Edward A. Purcell & Co.,
-50 Broadway, New: York 4,-N, Y.

Electronics—Discussion in September issue of “The-Exchange”
—Monthly : publication of the New York Stock Exchange,
subscription price $1 per year—The Exchange, 11 Wall Street,
New York 5, N,

Japanese Stocks — Current information — Yamaxchl Securities
Co,, Litd., 111 Broadway, New York 7, 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 al 13-year period —
National Quotation Bureau, Inc:, 46 Front Street, New
York 4, N. Y.

Petroleum Outlook—September issue contains analysis of oil
company management; discussion of Amerada, near-term oil
outlook; oil productlon of 62 companies; interesting pro-
ducers, etc —special trail subscription $10 for four months—
Dept. CF-1, John S. Herold, Inc., 250 Park Avenue, New
York 17, N b £

Pocket Guide for Today’s Investor-—Pamphlet contammd lists
of selected . securities for income, growth and tradmg-——
Harris, Upham & Co., 14 Wall Street New York 5, N. Y.

Public Utility' Common Stocks — Comparatxve figures — G. A.
Saxton & Co., Inc., 70 Pme Strect,'New York 9, NY Dy

Textile Stocks—-Survey with nartlcular reference to American
Enka, American Viscose, Cannon Mills, Dan  River Mills,
Industrial Rayon and J, P. Stevens——'l‘hombon & McKmnon
11 Wall Street, New York 5, N,

L] L] L

Alr Reduction Company—-Analysm——Harrls Upham & Co., 120

Broadway, New York 5, N. Y. Also ‘available are reports !

on Schick, Inc., Getty Oil Co., Republic Natural Gas Co.,
American Telephone & Telegraph: and 'Greyhound Corp..

Bankers Trust Company—chort——Lalrd Bissell & Meeds,“120 -

Broadway, New York 5, N. Y.:

Beneficial Standard  Life Insurance Co —Analysrs-—-Morgan
& :Co.,'634 South Spring Street, Los-Angeles' 14,- Calif:

Benéficial Standard : Life Insurance: Company—Study—George
A. Searight, 115 Broadway, New York 6, N

Boeing Airplane Company-—Analysrs—-—De,an Wltter & Co,, 45
Montgomery Street, San Francisco 6, Calif.

Bullock’s Inc. — Analysis — Hill  Richards & Co.,-621- South
Spring Street, Los Angeles 14, Calif,

- The Commercial and Financial Chronicle ..

- Business Men’s Assurance Company of America — Report —
Blair & Co., Inc., 44 Wall Street,-New York 5, N. Y. Also

available is a report on Western: Casualty & Surety Company ey

and oh - Genung’s Incorporated.

Cahfornia Pacific Utilities Company——Analysrs—-—Fxrst Cali-
fornia Company, Incorporated, 300 Montgomery Street, San
Francisco 20, Calif,

Canada Packers Limited—Analysis—R. 'A. Daly & Company,
Limited, 44 King Street, West, Toronto, Ont., Canada.

Cities Service Co.——Memorandum—Goodbody & Co., 115 Broad-
way, New York €, N. Y

Columbia Gas System— Memorandum McDonnell & Co., 120

Broadway, New QI;;’ N: Y.
R. R. Donnelley & Soits, Company—Analysis—Winslow, Cohu
& Stetson, 26 Broadway, New York 4, N. Y.

Eagle Fire Insurance Co.—Circular—S. Weinberg & Co., 60
Wall Street, New York 5, N, Y.

Hershey . Chocolate Corp. —-Memorandum—Hemphlll \ones &
Co,, 15 Broad Street, New York 5, N. Y.

lmperlal 'Chemical Industries Ltd —Revxew—-H ~Hentz & Co,
60 -Beaver, Street,- New York 4, N. Y. Alsoavailable are
analyses of Fram Corporation and Wagner: Electrlc Corpo-
ration.

" Jacobsen - Manufacturing Company — Analysrs — Shllhnglaw,_
Bolger & Co., 120.South La Salle Street Chicago 3, IlL

McGregor-Doniger, Inc.—Analysis—Unlisted Trading Depart-
ment, Ira Haupt & Co.,- 111 Broadway, New York 6, N. Y,

McRae Oil & Gas Corp.— Memorandum — Keith Reed & Co,
deehty Union foe Building, Dallas- 1, Texas.

Paciﬂc Gamble Robinson Co.—Report—De Witt Conklin Or-
ganization, 100 Broadway, New York 5, N. Y. Also available
is a report on Miller Manufacturing Co

Pigeon Hole Parking of Texas Inc.—Memorandum—Stacy, Bell,
- Manthos & Company, Bank of the Southwest Building, Hous-
ton 2, Texas.

Pioneer Natural Gas Co. — Memorandum — Walker, Austin &
Waggener, Republic National Bank Building, Dallas 1, Texas.

Pure Oil—Analysis—Seligman, Lubetkin & Co., 30 Pine Street,
New York 5, N, Y.

Schick, Inc.—Report—Bache & Co., 36 Wall Street, New York
5 N, Y.

A. 0. Smith Corp. -—-Memorandum—Moore Leonard & Lynch,
Union Trust Bulldmg, Pittsburgh 19, Pa.

ae Stanley Warner Corp._Mennorandum Herzfeld & Stern, 30
Broad Street, New-York 5, N. Y. J

TMT Trailer Ferry, Inc.—6-page descrlptlon—General Invest-. v
ing Corporailon, 80 Wall Street, New York 5, N. Y.

White Motor Company—-Analysls—Penmgton Colket & Com-
pany; 70 Pine Street, New . York 5, N. Y

DEALERS . .

clients can proht in:

Electronic Stocks

vadence everywl:ere indicites that this ‘industry may double
its volume in less than a decade. A prominént spokeumnn
recently stated that “half the electronics business six years.
from now will be devoted to products that do not now exist.”-

Along With Many Others, We Trade and Position : “HD

® Aerovox Corp.
® Airborne Instr. Lab.

"8 Collins Radio : :
® Dynamics Corp. of America
:® Electronic Associates ~

® Hycon Mfg.
® Jack & Heintz

..®_ Litton Industries

--® Perkin-Elmer
® P.R. Mallory

-® Sprague Electric

- TROSTER, SINGER & -Co.

Members New Yorl: Sz2curity Dealers Asscciation

74 Trinity Place . New York 6, N. Y.
HAnover 2-2400 Teletypes NY 1-376-377-378

.- We again. suggest you -and your

igitized for FRASER

FLORIDA SECURITY DEALERS ASSOCIATIO\I 3
The Florida ~Security” Dealers Association * will hold’ thelr
annual meetmg Oct. 11-12-13 at the Key Biscayne Hotel Miami.

: The week- end Stag Party of the Security Traders Assocratlon
of New -York-will -be -held at Dune Deck, Westhampton Beach,

Long Island, Sept 21, 22 and 23.
b -Dune- Deck is perhaps the -newest hotel ‘on Long Island.” Di~ -

rectly on the beach it has wvery elaborate accommodations for 104
"people. Its bar and cocktail lounge is all you could ask, it is fast
~becoming “famous  for -its ' excellent” food. "It has tenms ‘courts.

Arrangements will be made for golf at Southampton, possibly the

Westhampton Country Club, greens fees $5. It's an hour’s drive

to Montauk for .deep-sea. flshermen Plenty of .local surfcasting, ..

etc., of coursé. .For those in the mood plenty of night life adjacent,
Canoe Place Inn, Herb McCarthy’s, etc.. The Assocxatlon wxll have
all-oi-the Dune Deck to  ourselves; -no outsiders.

Train will leave Penn Statxon Friday,

“Are Your Records Incomplete" 4

f‘F_I‘OR SAI.E’ L:

A Nu.mber of Beautlful
Annua] Bound Sets of “CHRO‘\IICLES” of
" Various Dates From 10 to 50 Years
Available in New York City—Write or:

Phone REctor 2-9570 Edwin L. Beck
¢/o Chronicle, 25 Park PI. N. Y. 7

Sept. 21, 4.19r p.m.: °
~ .~ - Continued on page:16-. - -
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COMING. .
EVENTS

In Investment Field

Sept. 14, 1956 (Chicago, Il1.)
Municipal Bond Club of Chicago
20th annual field day at the
Medinah' Country Club (pre-
ceded by a dinner Sept. 13 at
the University Club of Chicago).

Sept. 15, 1956 (Hot Springs, Va.) .
Southeastern Group of Invest-
ment Bankers. Association . an-
nual meeting at the Homestead.

Sept. 18, 1956 (Detroit, Mich,) .
Bond Club of Detroit fall outing
and golf party at Orchard Lake
County, Club.

. Sept. 20, 1956 (Des Moines, Iowz)

Iowa Investment Bankers Asso-

ciation annual field ‘day at'the. .

](::)estomes Golf “and Country
Tu

Sept.. 20, 1956 (New York City)
Cashiers’~ Division,  Association
of Stock Exchange Firms, “fall
golf tournament -at the Whlte
Beeches Golf & Country Club,
Haworth, N. J.

Sept. 21-23, 1956 (New York City)
Security Traders Association of
New York Week End Stag Party

at Dune Deck, Westhampton
Beach, L. I. .

Sept. 27, 1956 (Rockford, Il1.)
Rockford Securities Dealers As-
sociation seventh annual “Fling-
Ding” at the Forest Hills Coun-
try Club.

Sept. 27, 1956 (New York City)
Corporate Transfer Agents’ As-
| sociation 10th annual outing at
Colonia Country Club, Coloma
iNL T

Oct 4, 1956 '(Chicagé, T11.)
Investment Analysts ‘Society .of
" Chicago golf outing - and field
day at Medinah Country Club,
;Medinah, I1l.

Oct 4-6, 1956 (Detroit, Mich.)
Association of ‘Stock Exchange
Firms meeting of Board of Gov~
ernors.

Oct, 8,:1956 (Philadelphia, Pa.) -
Municipal -Bond ‘Club of Phila~
delphia-luncheon meeting at the
Union- League. .

Oct. 11-13, 1956 (Miami, Fla)
Florida Sgcurity Dedlers Asso-
ciation annual - meeting’ at Key .
Biscayne Hotel.

Oct.. 24-27, 1956 (Palm!: Sprlnn.
Calif,)

National Security Traders Asso-
ciation Annual Convention: at
the El1 Mirador Hotel. ;| ;

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

. Nov. 25:30, 1956 (Hollywood

Beach, Fla.)
Investment Bankers Association
of America annual convention
-at- the Hollywood Beach Hotel.

April 21-23, 1957 (Dallas, Tex.)
“Texas Group' 0f Investment
“Bankers ~Association - ; annual
meeting at the Statler ‘Hilton
Hotel.

‘Nov. 3- 8, 195'1 (Hot, Springs, Va.)
_National Security Traders Asso-
ciation Annual Convention.

DEPENBABLE}MARKETS

DEMPSEY-TEGELER & CU
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' Tlle Fature of British Sterling
ln View of Declining Reserves

By PAUL EINZIG

Dr. Einzig dismisses without

hesitation rumor of possible

sterling devaluation, notwithstanding unfavorable gold reserve

outlook due to psychological effect of Suez crisis and Trade

* * ‘Union Council’s decision to abandon wage restraint policy.

Believes the Government may have to impose additional disin-

flationary measures—including * physical controls—and take

lIong overdue step of: placing the blame for inflation “fairly
and squarely on the shoulders of organized labor.”

. LONDON, Eng. — The decline
of . the Sterhng Area gold and
dollar reserves by £129 million
: to £2, 276 mxlhon ‘during August

wasmore
~or.-less”in
accordance
with ex-
pectations,
Throughout
the month
‘sterling was
under adverse
pressure
largely as .a

result of- the’

‘Suez-crisis
~which induced
many foreign
holders of
sterlingto
withdraw

°  Dr. Paul Einzig

their balances.
for - this influence the decline
would have been relatively mod-
érate in spite of -seasonal ‘buying
of -dollars. The balance of pay-
ments ; has improved quite per-
ceptxbly during the current year
thanks to the Government’s dis-
inflationary measures.

. Such measures could not safe-
guard sterling, however, against
pressure resulting from the psy-
pho]oﬂlcal effect ‘of the Suez
crisis. Owing to this factor Britain
lost in a single month nearly half
of what she gained during, the
previous seven months. The, gold
reserve is now at about the same
level at which it stood 12 months
ago. This means that, from this
point of view, the effects of all
the disinflationary measures have
been wiped out. - Nor is the out-
look very promising. At the time
of writing the outcome of -the
Cairo. discussions is still uncertain,
but official circles in London are
far from optimistic. It seems un-
likely that an early settlement
will be reached which would re-
move the adverse psychological
factor pressing on sterling,

Moreover, sterling is liable to
‘be affected ‘unfavorably by the
decision of the Trade Union Coun-
‘il to. abandon. wages restraint.
‘It is true, its support for wages
‘restraint has failed to prevent the
trade unions from puttmg forward
ffrequent and excessive wages de-
mands in flagrant disregard of
‘exhortations by the Trade Union
‘Council. * But' the fact that the
Council itself has now declared
dtself in favor of unrestricted
-wages inflation is liable to en-
‘courage the TUnions further in
‘their excessive demands. The re-
sult will be either a sharp in-
crease in costs and prices in Brit-
ain or a series of strikes, or both.
‘This would inevitably accentuate
‘pressure on_sterling through its
‘effect on the balance of payments.
In the circumstances a further
‘decline of the gold reserve during
the Autumn must be anticipated.
~This decline will be offset to some
"degree by the receipts of the pro-

.ceeds of ‘the Trinidad Oil transac- .

“tion, but in face of the possible
_extent of the adverse pressure this
item will be unable to arrest the
.decline let alone reverse it.

No Sterling Devaluation
Notwithstanding the unfavor-
-able outlook, rumors of a possible
.devaluation of sterling may be
.dismissed  without hesitation., In

. existing circumstances. a devalua-
tion would bring no benefit at all ; ;

Had it not beeh

To ‘'the extent ‘to- which the ad-
verse trade - balance ' during - the
autumn will be due to  strikes,
there would be a decline in:the
volume - of goods 'available for

export, so-that it’would be futile-

to attempt to stimulate exports by
‘lowering “the’ exchange rate of
sterling. To the extent to which
exports will be handicapped by
higher - wages the stimulating  ef-
fect of cheaper sterlmg would be
offset by -the.increase in.the do-
mestic.consumption resulting from
the additional wages inflation. A

devaluation- would cause: an im- -
mediate increase-in the prices of -

imported goods which: provide ad=-
ditional excuse for:wage demands.

Mr. Macmillan is determined to
defend sterling at its present

level. This would necessitate fur-
ther disinflationary measures in
the form of an accentuation of the

2 TheAquhvmerc‘ial and Financial Chronicle - |~ *
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credlt squeeze and- of the. restric--~
- tions on installment credit-trans-
‘actions; ‘and’ possibly. also- in the

form of higher.taxation. In addi-
tion, the- Govemment may have
to overcome its dislike for phys1-
cal controls. There may be im-
port’ restrictions, and " building
licences may be reintroduced. The
Trade Union Council declared it-
self emphatically in favor of these
measures, so. that if and when the
Governmernt should resort to them
it would appear to be yaeldmg to
trade union pressure. It is a bad
principle that trade unions should
be -allowed to influence policies

not directly. connected with the’

wages -and working’ condltlons of
employees.

From this point of view it is
amatter of regret that the Govern-.

ment ‘did not’ adopt a certain
measure .of physical controls ear-
lier: this' year. .O.¢ourse, the ag-
gravatlon of the- sxtuatlon by the
Suez-crisis could: riot- be foreseen.
Even so, it was a mistake to:adopt
a dogmatxc attxtude agamst phys-
ical controls in- difficult circum-
stances .in which such controls
?iave a certain 11m1ted ]ustlflca-
on.

Addihonal Credit - Squeeze

second year.running- there: will
have to be:an autumn budget to
cope with the deterioration of the
economic situation following on
the annual budget in April, The
extent to which taxation measures

could help in the existing situa-

It seems probable that for the-

tlon should not, however, be over-

rated. In order toreduce domestic:

consumption it .would. be. neces~
sary to tax the lower income
groups . and this ‘'would further
stimulate wages demands;

The only possible way in which
the situation can be dealt with is
through ‘weakening the bargain-
ing powers of ‘the trade unions by
means of -an accentuation of the
credit squeeze. ‘This would -entail

unemployment which is bound to

be unpopular. It is a great: pitw

that public:opinion has.not been:

adequately  prepared ;for the ne-
cessity for resorting to that course.
In the hope of appeasing the trade
unions Members of the Govern-
ment’ have: . hitherto - carefully
avoided putting the blame for in-
flation and for the adverse effect
of disinflation measures fairly and
squarely. on the shoulders of or-
ganized labor.  If public opinion
can be made to realize that wage

demands “must entail * further

disinflationary . measures which
again must entail more unemploy-
ment and short-time workmg, the
attitude of the trade unions will
be subject to increasing criticism
even among workers themselves.
.-It is' true, up to now the number
of those affected by the increase

of unemployment and short-time :

working'is a mere fraction of the
number of those benefitting by
higher . wages. ~.But should the
wages inflation continue the pro-
portions might easily change. And
even those who have not suffered
the adverse consequences of the
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wage inflation are now bound to .
feel less. certain’.about.their pros-
pects.. ‘What matters is that they
should be made to realize that
there is' a direct connection be-

- tween . their wage demands and

the ‘uncertainty ' of their -future
employment.

Hornblower & Weeks
_ To Admit Partners

. Hornblower & Weeks, 40 Wall
Street,- New York City, members
of the New: York Stock. Exchange,
on Oct. 1 will admit George- Vi-
cira, Edward V. Laffan and Oliver
H. Hexghway to .partnership.” Mr. -
Helghway will ‘make. his head-
quarters in the Chicago office, ¥

On Sept. 30, Isaac C. Elston, Jr.,-
Dean D. Francis and Henry .E.
Greene will retire from limited
partnership... On .Oct." 1, Paul B.
Skinner, . Percy . W. Brown and.
Paul H. Davis, géneral and limited
partners, will cease to.be general
partners, but will continue as lim=
ited partners.- Luther :Dearborn,

general: partner, will . become a
limited partner

Charles S. Leahy

Charles S. Leahy- passed away
Sept. 7 at the age of 69 following
a long illness. Prior to: his retire-
ment he was active in the invest-
ment business as a member of the
old New York Curb Exchange, of
which he was a former Governor
and a Vice-President.

BLYTH & CO., INC.

DREXEL & CO.

GOLDMAN, SACHS & CO.
LEHMAN BROTHERS
STONE & WEBSTER SECURITIES" CORPORATION A
HORNBLOWER & WEEKS

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

The offer is made only by the Prospectus. 3

1,145,011 Shares

North American Aviation, Inc. >

Capital Stock

(81 Par Value)

Rights, evidenced by subscription warrants, to subscribe for these shares have been issued
by the Company to the holders of its Capital Stock, which rights will expire at 3:30 P.M.,
Eastern Daylight Saving Time on September 24,1956, as more fully set forth in the Prospectus.

Subscription Price $38 a Share

The several Underwriters may offer shares of Capital Stock at prices not less than the Sub-
scription Price set forth above (less, in the case of sales to dealers, the concession allowed to
dealers) and not more than either the last sale or current offering price on.the New York Stock-
Exchange, whichever is greater, plus an amount equal to the applicable New- York Stock

Exchange Commission.

Copies of the Prospectue may be obtained from only such of the

undersigned as may legally offer these Shares in compliance
with the securities laws of the respective States,

MORGAN STANLEY & CO.
THE FIRST BOSTON CORPORATION

EASTMAN DILLON, UNION SECURITIES & CO.
‘ HARRIMAN RIPLEY & CO.

Incorporated

MERRILL LYNCH, PIERCE, FENNER & BEANE

KUHN, LOEB & CO.
GLORE, FORGAN & CO.
KIDDER, PEABODY & CO.
" SMITH, BARNEY & CO.
. DEAN WITTER & CO.
PAINE, WEBBER, JACKSON & CURTIS -

WHITE, WELD.& CO.

WERTHEIM & CO.

L! September 11, 1956.

gitized for FRASER
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Investment Company Managemend

By JOSEPH H. HUMPHREY*
Vice-President, Calvin Bullock, Ltd.

Calvin Bullock Vice-President

the establishment' and implementation of programs guiding

explains the procedure used in

_the mechanics of portfolio administration, includirg - such
factors as: statutory regulations, board of dizectors, commit-
tees, consultants, indispensable 2zaiysts, economists, and
_ purchases and sales. Mr, Humphrey avers: (1) investment
company is the zingle most important institutional holder of

commoz stocks, amounting to

one-fourth of total institutional

_ poldings; (2) tcndency is to invest for long-term g:r9w!h;
(3) there is wide division of opinion as to adma-l:_nhtyvof
maintaining any reserves; (4) common stocks provide “one
of the most: convenient and effective means of preserving .the
purchasing power of one’s sayings,” and the only convenient

means to participate in the

I want to present, as a matter
of perspective, a few facts and fig-
ures regarding the nature and size
of the investment industry. Total
assets of in-
vestment com-

-panies amount
" t0 nearly $10
billion, of
which $8.6
billion is rep-
resented by
cpen-end
funds, and the
balance by
closed-end
funds. As you
know, an
open-end
fund, more
commonly
a
mutual fund, regularly or from
time to time offers its shares for
gale and contracts to redeem any

J. H. Humi) rey, r.

shares offered to it at prices based

en market value of -its assets. A
closed-end fund, as indicated by
its name, neither undertakes to
make ‘any regular offer or to re-
Ceem its shares. Most of the in-
dustry’s growth has occurred over
the last decade. To use the jargon
U of the Street, one may classify it
as a growth industry.

In comparison with the $92 bil-
Tion of assets held by life insur-

#An address by Mr. Humphrey before
the Sixth Annual Forum on Finance
sponsored by the Joint Committee on
l.ducation ' representing the ' American
Eecurities Business, New York City, Aug.
I, 1956.

‘economy’s long-term growth. -

ance companies, the size of the in-
vestment company industry ap-
pears relatively small. Its role in
the equity markets is, however,
more important thah indicated by

. this comparison. Based on sam-
| ples, I should judge that around

85% or $8.5 billion of investment
company assets are invested in
common stocks. A recent study
by the New York Stock Exchange
indicates equity securities held by
institutions amounted to $40 bil-

/ lion at the end of 1955, of which

$35 billion may be roughly esti-
mated as consisting of common
stocks. With respect to the com-
mon equity market, therefore, the
investment company is a very im-
portant factor, probably account-
ing for about a quarter of total
institutional holdings of common
stocks. Furthermore, no  single
type of institutional holder is -as
important a holder of common
stocks as the investment com-
panies. The industry may indeed
be said to have come of age in
this postwar period. - -

Anti-Inflation Hedge

The reasons for this preference
by the investment companies for
the common stock as' an invest-
ment vehicle are fairly obvious.
Common stocks provide one of the
most convenient and effective
means of preserving the purchas-
ing power of one’s savings. Con-

sidered against the background of

inflation that ‘the world has wit-

nessed over many years, this is an

The Commercial and: Financial Chronicle .-, : Thursday; September 13,1956 *

attribute of utmost importance.
Furthermore, common stocks pro-
vide the only ‘convenient rtheans

retaining, or. paying out_realized
capital gains. It is-thé usual prac-
tice of prutual funds to -give the

available to the investor of p_avrf/shar'ehBﬂier an o‘qtion of receiving-

ticipating in the long-term-growth
of “our economy:— Of course, the

rise_ in-tife arket over the past’
.- several years has done nothing to

diminish the popularity of com-
mon stocks. To balance the pic-
ture,, one ‘should note a further
attribute of common stocks; price

fluctudtion, Seasoned investment.

company. management recognizes

that stock prices are not alivays'
a one-way street and will attempt:
to guard against anticipated price'
declines, ‘and may commit ‘a part

of its assets to reserves in the
form of fixed income ‘securities.

However, it is apparent from,
what I have said that investment’

company portfolio management is
primarily geared toward common
stock investment. This is its fun-
damental characteristic.

Laws Affecting Investment
Companies

A briet! word as to the legal
aspects of the industry insofar as
they affect portfolio management
may be of some interest. The in=
dustry operates under the super-
vision of the Securities and Ex-
change Commission through the
Investment Company Act of 1940.
In general, this Act seeks to re-
strict investment companies to
their function as investment media
by setting up certain restrictions
designed to prevent utilization of
investment company assets as a
means of securing or exercising
control over other companies. For
example, investment in the secu-
rities of any one issuer is limited
to 10% of the outstanding .secu-
rities of such-an issuer..:Also, to
qualify as a diversified: type of
investment company, -investment
in the securities of any one issuer
is restricted to not over 5% of the
assets of the investment company.

Certain phases of the internal
revenue code also are peculiar to
the industry. - Basically, the code
considers the investment company
as a conduit, and insofar as it
distributes all of its income and
its realized net capital gains, no
tax is payable by the investment
company. To qualify for such
treatment at least 90% of invest-
ment income must be distributed

but the company has the option of

BEAR, STEARNS &

INCORPORATED

AUCHINCLOSS, PARKER
GOODBODY & CO.

September 11, 1956.

R.'S. DICKSON & COMPANY

.FIRST OF MICHIGAN CORPORATION

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. ¥

$15,000,000

Gulf States Utilities Company

First Mortgage Bonds, 44% Series due 1986

Dated September 1, 1956

Price 100.848% 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.

co.

HIRSCH & CO.

& REDPATH COURTS & CO.
H. HENTZ & CO.

R. W. PRESSPRICH & CO.

STERN BROTHERS & CO.
ARTHUR M. KRENSKY & CO., INC.

Due September 1, 1986

STROUD & COMPANY *

INCORPORATED

FAHNESTOCK & CO.

cash or an -equivalent in shares for.
his capital gain dividend. Under.
a newly amended secfion’ of"the

code, effective -next year, the in--
vestment company pays on behalf*

of shareholders a 25% tax on real-
ized eapital. gains rnot, paid -out,
with the balance being added fo
capital surplus and to_the respec-
tive cost ‘of ‘the stock' held- by
shareholders.. “If " an - indivicual
shareholder’s tax rate-is less than
25% he receives a compensating
credit, The shareholder  likewise
receives the dividend credit with
respect to domestic dividends, or
a credit . for taxes withheld on
foreign dividends. In other words,
he is treated the same as if he
held the stocks directly. . A share-
holder cannot receive a credit for
income from tax-exempt securi-
ties which may be held by the
fund, and for this reason tax-
exempts are rarely purchased by
investment companies. It is pos-
gible that legislation may be en~
acted in the near future to correct
this discrimination.

It is apparent from this brief
recital that tax considerations, as
is often the case in individual
investments, do not dominate the
investment decisions reached by a
fund. ’
_ Before setting about to.describe
how the job in portfolio manage-
ment is handled by our firm, I
should- like to dwell -briefly -on
the nature of the funds for which
this management is designed. Our
firm manages six investment com-
panies witn aggregate assets ap-
proaching -hailf a billion, aollars.
These funds include: two stock
funds: one ‘designed as a high
grade income fund, and'ite other
designed primarily for apprecia-
tion; a balanced fund, a part of
whose assets as a matter of policy
must consist of fixed-income se-
curities; and a fund designed for
participation of American invest-
ment in Canada; and a closed-end
fund listed on the New York Stock
Exchange. In addition, we have
since 1932 managed a Canadian
fund which is now primarily de-
signed for sale .in Canada and
abroad. As you see, our job covers
a broad investment interest.

Portfolio Management Is
) Different

Management of an investment
company portfolio is not merely
similar to managing te portfolio
of an individual on a larger scale.
First, there must be an intelligent
diversification of risk; this is one
of the principal reasons for being
of the investment company. Then
the proper securities must be se-
lected in order to meet the in-
vestment objectives of each fund
' —this is the job of management.
In discharging this function, man-
agement must take a long look;
because of the large sums involved
~a fund cannot be in and out of
‘the market as nimbly as an indi-
vidual. When I first came into
the business in the thirties, trad-
ing was much more . prevalent
among funds. Now, not only be-
cause of size but because a better
investment experience seems to
| be secured,. the tendency is to
invest -for long-term growth.

Composition and Policy of
Directorate
In order that portfolio manage-
ment not become -a. rather hap-
hazard function, it must be made
cohesive by following a clearly

defined policy. The formulation -

of basic policy for the guidance of
portfolio management is the func-
tion of the boards of directors of
the respective investment com-
panies :who .act on _behalf of the
shareholders. It may be‘of inter-
est to point out that according to

the Investment Company Act of
1940 the majority of the director-
ate of a. mutual fund must be

filiated . with ~ the~ management -
company. .. - . s
It is self-evident -that a good
board can be of inestimable help.
in the portfolio management of
an_ investment company. On our
boards, for example, are men who
are directors in leading American
and Canadian ' companies  who
from their business and financial
experience render. good counsel. .
One nian is a renowned expert on .
the stock market; another is an
authority in- the field ‘of money
‘and ‘banking having been the first

“head of .the Bank of .Canada; an-

other is versed in knowledge of
military affairs, having been Sec-
retary of the Army and now asse-
ciated with a larger producer of,
defense equipment. With the/mili-
tary budget taking almost $40 bil-
lion ;a year, this is' a factor that
must . seriously. be ‘taken .into ‘ac-
count by investment managers.
But these examples suffice to il-
lustrate the point. =~ - . Tt

- The directors meet monthly to’
review security transactions, and
to discuss and formulate major
policy- directives. For example,
over the past months the chances
of hostilities arising in the Mid=
dle East have-been appraised in
the light of developments, and
evaluated as to its effect upon our
portfolios, specifically in relation
to oil company shares. At each
meeting there is'a thorough dis-
cussion of the economic outlook,
and after reaching a decision, the
directors formulate a major policy
directive such as calling for an
increase in cash reserves or the
adoption of a more defensive
position in our portfolios. :
To provide a closer and more
effective application of policy as
laid down by the directors, a
small icommittee has been set up
consisting ‘of ‘several of theé out=
side directors and several senior
officers of our firm. 'This commit=
tee operates in a more specific
manner- with respect to security
transactions-and proposed buying
and selling programs, and to thé
amount of cash reserves. I might
parenthetically note that there is
a wide division of opinion in the
industry -with- respect .to the ad-
visability lof maintaining any re=
serves. Although there are cogent
reasons on both sides, it is-still
the policy of -our firm that timin
as well as selection is a function
of an investment company, and
that the interest of the share=
‘holder is best served by perform=
ing both functions. .

Modified Formula Plan

I should say that my remarks
as to establishment of cash re-
serves do not apply to our bal=
anced fund which operates on a
modified formula plan. - Such a
fund is designed for the investor
who desires relative stability of
income and :capital such  as
widows and retired people. The
basic purpose -of the formula
plan is to reduce risk by cutting
back common stock holdings as
the market rises and thus becomes
more vulnerable to price declines.
The formula is not inflexible and@
the pivot point—i.e., where com-
mon stock and fixed-income secu-
rities are in equal proportions—is
changed for any structural change
in our eccnomy. It was changed
twice in the post-war period for
inflationary reasons: the first was
when the character of the postwar
‘economy with its inflationary
characteristics became manifest,
and again at the time of Korea.
The pivot point is not changed
because the market is high or be=-
cause of “new eras.”

To return to the thread of our
discussion, I have described how
the directors define major policy
-and assist management in the per-
formance of its job. For further
assistance in discharging its man-
agerial duties, recourse is had to

‘outside experts on a consulting

basis. These lie primarily in the
field of economics and industrial
areas of a specialized technical

nature. In addition, there are of
course a host ‘of other’ outside

e e e

composed of -individuals’ not af-
igitized for FRASER :
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sources - available. to us..such as
banks, brokerage houses and trade
associations.

Research Operations

* Having been given ‘a framework
of policy by the directors and the
investment committee, it is the
function of the portfolio adminis-
trator to implement-this policy by
selection and -timing of purchase
and sales of individual securities.
In this he relies upon the work of
the research department which he
heads... Let me describe how our
-department .operates and the pro-
cedure whereby selection of se-
curities is made.

Our research department con-
sists of a staff of senior analysts
who are aided in their work by
appropriate = clerical and steno-
graphic assistance. We judge that
it takes about 10 years to ‘develop
a man to the point where he may
be considered a senior analyst.
“Although we consciously try to
work in some leavening of youth
in our organization, the members
of -our: staff consist’ primarily of
men of long years of experience
and of ‘mature judgment.

Each senior is responsible for
following ‘and reporting on a spe-
cific industry or group of indus-
tries. One specialist, for example,
covers the utility industry; an-
other the oils; ‘another the rail-
roads; and another the light' con-
sumer goods. There is also a spe-
cialist-in charge of the economics
section whose work I shall' dis-
cuss later in: more detail. Such
division of work is made insofar
as " possible + along related  lines.
‘For example, -the 'analyst. who 1is:
responsible for the light consum-
er goods group -deals with-such
-related. industries. as textiles and
foods. This in turn involves keep-
ing  abreast .of developments- in,
agriculture. Since.sales of agri-
cultural equipment depends:upon,
the prosperity of the farmer, this
analyst - has this industry  under
his jurisdiction rather than the
.analyst ‘who. handles the machin-
ery and equipment group.

The field allocated to each man
is'so broad as to avoid the dangers
of over-specialization. . The ana-
“lyst who handles .the railroads
also covers shlppmg, pipelines,
truckmg, and airlines. In other
words; he covers the ‘whole broad
field. of transportation. The view-
point  of the analyst is further
‘broadened ‘at’ the regular.weekly
meetings = of - the = 'department at
which the current business pic-
ture is reviewed, and important
developments in mdxvxdual indus-

(tries are reported and discussed.

.General Economic Research

The first step in the process of
making  selections for: purchase
and sale, is to ascertain at what
state we are in the economic
-cycle. This' is the basic premise-
on which any investment policy
must be built. It will affect our’
choice ~of industries and. com-
panies in which to invest. For ex-
ample, if such economic study
leads to the conclusion that the
economy is dnftmg into -a-reces-
sion, investment in cychcal in-
dustries and companies will be
avoided. Obviously, the extent to
which we reach correct conclu-
sions -in - establishing this basic
premise will play a large part in
.determining the results of our"
portfolio management. It .is. a
vital part of our work and I
should like to outline our method
of procedure.

At the begmmng of each year,
the specialist in this field pre-
pares a forecast for the subse-
quent 12 months. This is in the
form of an economic model giv-
ing, by. quarters, the trend of the
Gross National Product and _its
important components. The total
figure is reached by examining
the various segments of ‘the econ-
omy and _fitting them together’
with due regard for their inter-

. relationship.

The economic picture presented

by this forecast enables us to set.

the broad ‘course of our economlc
policy.. For example, it is used
as a.common denominator by: our
analysts in arriving at. their pro-
jections of earnings covering. the
industries and  companies for
which they are responsible.

Economic forecasting “is unfor-
tunately a highly inexact.science,
and one should always be check-
ing and testing such forecasts. -In
our own case, we tie in current
statistics ‘and  our' economic : dis-
cussions at our weekly meetings
with ‘the Gross National Product
and. its major components. In this
way any material deviation from
our estimates calls for investiga-
tion and some soul searching -as
to' our: previous: conclusions. :In
this way also, one may follow the
progress. of the economy in a logi-
cal-and orderly fashion. In my
opinion,- this ‘is one "of the most
fruitful uses to be derived from
the economic forecast.

Approved List: Consiructed

Haying satisfied ourselves, mo-
mentarily, as to the basic  eco-
nomic background, the next step
in the ‘process of selecting seecu-
rities is the construction of -an
approved list’ based on recom-
mendations. of the .research de-
partment. This list contains vari-
ous classes of securities suitable
to our needs such as high-grade,
meduim-grade = and = speculative
bonds, convertible securities, pre-
ferred stocks and common stocks.
The common stock portion is set
up on a percentage basis, takmg
that portion of the portfolio ‘in-
vested in common stocks at 100%:;

A percentage is theh allocated. to

each industry. group: say 15% to
the oils, 12%. to the utilities, etc.
Each. lndustry group. ‘is further
broken down by percentages:as to
individual companies. within these
industries which we favor for in-
vestment. This approved list does
not: impose an: inflexible 1imit to
our selections. Rather, it serves as
-a guide to our investment think-
ing. ‘It is formally revised about
every two months, but actually it
is .continuously being revised . by
additions, eliminations,.and mod-
ifications - arising - from - changed
market conditions and recommen-

‘dations from the research depart-

ment,

Purchase .and Sales

The- next step in the procedure
of {translating ideas--into - pur-
chases and sales is the setting.up
of an actlve purchase and; sales
program for each of the -invest-
ment companies. which we man-
age:- Each: morning this program
is. reviewed' and price history
noted, and a buying and selling
program: is- established for the
day. ‘This program -is' given to

the - trading “desk with definite -

limitation set on the amount of
each security to be purchased or
sold, and on prices.- This program
is checked during{ the course of
the day and all transactions are
closed out at the end of the trad-
ing day. Although this is the
normal method of operation, large
blocks of securities may be pur-
chased’ or sold off the board if
price or other .considerations
make such an operation more ad-
vantageous. Transactions of this
type aré not left to the discretion-
-of -the . trader,” but are handled
directly by, the portfolio adminis-
trator. - This dally buying and
selling program is established in
consultation with members of the
investment committee, and -a re-
port of its disposition is likewise
made at the end of the day.

The above procedure as to es-
tablishment and  implementation
of programs represents the me-
chanics of portfolio administration
and as such may be of interest
to you. The substance lies pr1—
marily in the work of the in-
dividual analyst which prov1des
the base on which the portfolio is
constructed.

I wish -that-it-were possible to
go into greater detail regarding
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the nature. of - the- work of: the
analyst rather than the followmg
rather brief summary. - =

The Work of the Analyst'
The first job of.the analyst is
to understand . thoroughly and to
follow carefully. the industry, for
which he is:responsible.. This in-

:volves a wider area of knowledge

to cover than is.-commonly realized.
Let us take the petroleum indus-
try .as: a. specific. example. The
analyst must know the basic eco-
nomic: trends - and ' characteristcs
of the industry, such as consump-
tion, prices;-and growth.. Without
necesarily being an engineer, he
must understand ‘the technical
patterns of the industry and their
economic significance such as, for
example, the capital requirements
and . competitive effects of the

trend toward higher octane gaso-

line. He must be able to weigh

the effects of competing forms.of!

fuels such as natural gas and coal,
and the probabilities of competl-
tion from atomic power. He must
be cognizant  of pertinent legal
and ‘tax considerations peculiar to
the industry. . Furthermore, the

. background against which all this

is: considered is the world. ' The
action of a Middle Eastern politi-
cal flgure may have fundamental
repercussions on the Canadian -0il
industry, or:on' the profitability
of an oil pipeline in British Co-
lumbia. Only with the background
of a thorough knowledge of the
industry can the analyst make .an
intelligent ' appraisal of an in~
dividual company.

-In-connection with the study of
individual . companies, the. finan=
cial reports are carefully analyzed.
Balance sheets are examined with
particular. emphasis -being - given

to' the :'working capital posmon,‘

and 'the plant construction : éx-

penditures, This is not only im-

portant from the viewpoint of’its
effect upon dividend -policy’ and
future financing, but also as'an
indication of the growth element
present in the company. The in-
come - account is scrutinized for
such factors as sales trends, profit

margins, tax position and return

on invested- capital.
is ‘incidentally a highly  impor-

+ v tant: figure- to ‘follow closely: dur-

ing this period of heavy capltal
expansion.

Every effort is made to furnish
the- analyst’ with ‘adequate "tools.
Our files contain a vast amount of
original documents such as com-
pany ' -reports, legal' documents
such-as-court  decisions: and con-
sent‘deerees, and ‘others.: In addi-
tion to .regular annual and quar-
terly reports of corporations, we
have in some cases data as to sales
and earnings:on-a' monthly-basis,
which are particularly useful in
checking current' trends in vari-:
ous industries. Our files-also con-
tain secondary sources' of- infor-
mation such as various repotts
from- engineers, brokers and other
financial ‘sources. ' These files are
supplemented by a library which
contains not only the standard fi-
nancial services, but a large num-
ber of government and trade pub-
lications” both domestic and for-
eign.

; Field Trip Interviews
As. a supplement to this desk

work, our analysts engage in ex- |

tenslve field trips for the purpose
of interviewing corporate, and
sometimes, government officials.
, This year, for example, our sched-
ule calls for visiting well over 200
companies.

We have found these mterv1ews»

to be extremely helpful, For one

thing, they ‘enable us to form a

much more intelligent opinion re=
garding management. The analyst
is ‘able to obtain a better insight
.into the company and the prob-
lems it faces.’ The -interview- is
alsoy’important in acquainting the
analyst with the 'company’s poli-
cies.and its future plans. Finally,
and not the least important, these
.discussions-with an able corporate
executive of economic.trends af-
fecting his company and industry

is a great help in the formulation:
.and in the checking of our own

views on  the general -economic
outlook. I should perhaps men=
tion that the value of these inter-
views is pretty much in dxrect

The " latter
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proportion to the experience and
ability of the analyst. - -

rid, g STALEAN B A% 4 vy

Summary

This completes the outline of
the procedure of our operations
from the setting of a.major policy
by the directors to the work on
individual securities by the ana-
lyst. Contrary-to.popular concep-
tion, . the" results' of . investment
management are. not secured by
hot flashes- of : genius. . They are
obtained by the hard conscien~
tious work of experienced men. It
is work that is never finished as
one can never assemble all the
facts that' he would ‘like to have
in- arriving at:investment deci~
sions. Nor is mere ‘assembling of
facts sufficient. . To be of value
they must be evaluated by com-
petent.men if the proper invest-
ment decision is- reached. Such
conscientious and competent work
may not yield spectacular results
but it should produce a satisfac-
tory investment result over' the
longer term to the shareholder
and, I-believe, perform a useful
soclal function.

| _ Joins Bieder.& Co. :

(Special to THE FINANCIAL CHRONICLE)

-ST. PETERSBURG;, - Fla.—Rob-
ert G. Carey has-been ‘added to
the staff of Bieder & Company,
1330 Dixie' Lane’South,

‘WithJohnson, Lane, Space
.. (Special to THE FINANCIAL CHRONIGLE)
ATLANTA,  Ga.—William D.
Krenson is .now. affiliatedq with
Johnson, Lane, Space.&.Co.,-Inc.,
Citizens & Southern. National Bank
Building.

Form Lichtman, Mong Co.
- MENLO PARK, :Calif.—Morton
E. 'Lichtman -‘and:! Clements R.
Mong, Jr. have formed Lichtman,
Mong & Co., with offices at 1139
Chestnut ' Street, to engage ‘in a
securities business: Mr. Lichtman
was formerly with Elworthy &
Co.,  Hannaford - &. Talbot - and
Stone ' & Youngberg.: Mr. Mong
was " with LaMontagne-Sherwood
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,,Baxgains in Railroad Bonds

By CHESTER S. EVERSON
President, U. S. Railroad Securities Fund, Chicago, 1L

Railroad investment company President notes . that carrier
bonds, now selling at lowest prices and offering highest yields
in many months, appear to have moved onto the bargain
counter which, in turn, may hasten a reversal in price trend
as a result of attractiveness to insurance companies, pension
-and other funds and individual investors. Mr. Everson presents
sample tables of quality-grade and high-yield railroad bonds
indicating the extent of their current attractiveness.

Over the past two years. the
stock market has had an outstand-
ing rise and, despite the recent re-
actwns, many leading stocks con-

. ~tinue to: sell at . historically high

‘levels.. To sophisticated investors,
sound and still attractive. values
may exist in stocks, but bargains
have. long since dxsappeared In
view of this- situation,. it-is, inter-
esting to note that one lmportant
group of securities presents.a ra-
dically different . plcture Instead
of .going up,. the pnce of railroad

bonds has been going down. Dur- .

ing" the past-two years while stock
prices ‘were . .advancing, - bonds
generally were declining'and the
rails have led ‘the parade. The
decline has now reached a stage
‘where many railroad bonds in-
cluding a number of bank-quality
‘issues, .are selling in the open
market = at  big .discounts ' from
" “face” value,

Daily - reports of activity and
prices. focus the- attention “of the
public ‘on stocks. Less publicity
‘tends to obscure the market ac-
tion and trend in prices of honds.
Yet, bonds comprise-a major seg-
-ment - of the securities market.
Bond - investments' of -insurance
companies, for -example, far' ex-
ceed’ their” entire investments in
stocks... By their very nature,
moreover, bonds aré classified as
a basically sounder type of invest-
ment security than stocks and
command a more stable market
in times of financial stress.

For those who have become ac-
customed to think of securities
only in terms of stocks, it might
be well to recall that there is a
great deal of difference between
a stock and a bond. The funda-
mental difference between these
two types of securities is quite
significant. A $1,000 first mort-

gage bond represents a mortgage
(or lien) secured by tangxble
property. assets for which the is-
suing corporation is obligated to
pay the ‘“face” or - principal
amount of $1,000 at a specified
future date plus a certain rate. of
interest until such date. A com-
mon  stock, -on the. other hand,
represents an equity in a business
and dividends at all times are de-
pendent upon. the prosperity of
the business and are subject to
the discretion of directors.

The' interest attached to ‘bonds
is treated by a corporation as a
-charge against its earnings. Such”
interest and all expenses must-be
paid and funds provided for taxes
before dividends ‘may be  de-
clared on common  stock. -The
bondholder as part-owner of a
loan secured by corporation assets
‘is in a position somewhat similar
to the owner of the mortgage on
a ‘man’s house.: The stockholder,
however, shares: only ' in  such
profits’ of the: corporation. as are
realized after all -expenses, bond
interest and taxes are paid. It is
this difference that explains why, .
for ‘generations, insurance ‘com-
panies, banks, trust funds and
other large investors have con-
sistently invested much more of
their - funds in- bonds than in
stocks,

Bonds in the Bargain Counter

For the past two years the
trend of bond prices has been
downward and this has applied to
all principal groups of bonds—
government bonds, municipal and
public authority (tax-free) issues,
bonds of industrial corporations,
public utilities and railroads. The
decline in railroad issues has been
sizable, As a result, many railroad
bonds are now selling at the low-
est prices .and offer the highest

LIST A

Quality-Grade Railroad Bonds Selling at Big Discounts
From “Face” Value ]

Yeir Moody
issued Rating

1945 A Great North. Ry. Co.

Gen. 3Vss ser. N, 1990_.__

1945 Louisv. & Nashv. RR. Co.

First & ref, 27%%s ser.
2003

1945 The Penn. Railroad Co.

1945
1946
1945

Reading Company

First & ref. 3%s ser. D, '95
Union Pacific Railroad Co.
Ref. 2l2s ser. C, 1991___.

The Virginian Ry. Co.

First lien & ref. 3s, 1995__
Total cost of $6,000 principal amount of bonds
(81,000 each of the above six issues)

initial offering prices

Gen. mtge. 3%s ser, F, '85

Initial Curr.
Mtge. offering yield
position price then

Approx.
‘price
(8/21-56)

Curr.
yield
now
First 100— 3.13% 88— 3.55%
G,

First 98%

101.68

2.92%
3.07%
3.07%
2.44%

82 3.51%

79 3.96%
80
82

89

First
First 101.87
102.19

106.71

3.91%
First 3.05';:;
First

at

2.81% 3.37%

.2.91%

The Commercial and Financial Chronicle. .. Thursday, September-13, 1856

yield, or rate of return, in many
months,

Compared with ‘market levels.

existing only a few short years
ago, railroad bonds appear to have

-moved onto the-bargain counter.

The sharp decline in prices, more-
over, seems destined to hasten the
day when, if history repeats it-
self, a distinct change and rever-
sal m price trend may be wit-
nessed. Normally, bargains attract
buyers and if enough buyers enter
a market, prices strengthen. Three
particular groups of investors
seem likely to be attracted to rail-
road bonds, namely: institutional
investors, particularly insurance
companies; various funds, includ-
ing investment companies; and,
astute private investors.

‘A unique situation -exists with
respect to a select number of
high quality railroad bonds (is-
sues. eligible  for- investment by
banks, trust companies and insti-
tutions in most States) that were

‘issued as late’as “1945 and 1946,
Today' these same bonds are sell~ :

ing iin the open market at. prxces
many points lower than the prices
at which these ‘bonds: were 'first
sold ‘and. at. very substantial® dis-
counts from the. principal amount
($1,000 per bond) which will be-
come due upon maturity of ‘each

issue. At current .market levels.

these quality bonds . produce in-
come at a higher rate than when
they were issued. Such bonds
should offer genuine attraction to
institutions such' as insurance
companies, banks, trust companies
and large foundations,,..

A Sample Bond List at 3.519,

A list (see List "A).of $6,000
principal amount of such bonds
composed -of $1,000" each -of six
different' issues, would ‘have cost
$6,109.50 “when such .bonds were
issued in 1945 and 1946. Today
these bonds sell at from 12 to 22
points below their initial offer-
ing prices. Thus, $6,000 principal
amount of the same bonds at pre-
vailing market prices would cost
only  $5,000.00 which amounts to
a combined discount of $1,000.00
from the $6,000 “face” value or
principal amount that will be-
come due upon maturity of the
bonds. The $177.50 of annual in-
terest produced by these 6 bonds
is equivalent to a return of 3.51%
ased on present market cost as
against a return of only 2.91%
when the bonds were first issued.

A sampling amongst the wide
variety of high-yielding railroad
bonds in the open market dis-
closes such sizable discounts as to
offer pOSS.lbili_tieS for substantial
capital gains in the event prices
ever return to or near “face”
value. Such bonds offer special
appeal ' to various . investment
funds including investment com-
panies, pension funds andllarge
investors to whom possibilities
for capital gains are quite im- &
portant, especially when coupled

* honds,

" with fixed income at a generous

rate,

IHigh Yielding Railroad Bonds

A ljst of six different railroad
bonds (see List B) each of which
has a record of continuous inter-
est payments over a long period
of years, illustrates bonds that are
selling at wide discounts from
“face’” value and at prices offer-
ing high yields. At recent market
levels, $6,000 principal amount of
these bonds would represent an
investment of approximately $4,-
760 and provide fixed income at
the rate of 4.73% annually. High

‘Invesiment Gourse fo
Be Held at New School

Series on securities selection and
management - to begin in New
York City on September 27.

The New School for Social Re-
search announces a 12 weeks’
course, “Your Investments,” by A.
Wilfred May and Dr. Leo Barnes

and low market values of each - =

bond over the last 10 years, show
wide variation. - Over the past
decade these. six bonds collec-
tively have shown a minimum
value of $4,000 and a maximum
value of -$6,210.

Finally, the combination. of
fixed income at an attractive rate
and possibilities for long-term
capital growth seems unlikely to
escape the attention of astute,
private investors even with

“modest amounts of capital to in=

vest. . A “large number .of avail-
able ‘issues’ makes possible some
interesting - arrangements in se-
lecting railroad bonds, .List C il-
lustrates the manner in which gix
$1,000 _railroad. bonds..might .be

combined .. to - establish. . regular.
.monthly,income. The $6,000. prin-
cipal amount of bonds costing ap-

proximately $4,520, would .pro-

duce fixed income: payable each
month in the year and at an at-,
tractive ‘rate of return for the

investor.

. Such income of the investor as
he derives from interest on sound
“soes on” continuously.
Thus, it might be said for.the man

who owns bonds, that his money.

works for him while he sleeps
and it is employed seven days a
week, every week in the year, in-
cludmg Saturdays, Sundays and
holidays.

Dynamic Reversal Factors

Just when the decline in bonds
including railroad ‘issues’ will
spend itself and the trend of
prices shall turn upward, remains
to be seen. An abrupt reversal
of government policy to re-estab-
lish support of government bonds
at “face” value, an easing in gen-
eral credit conditions and a low-
ering of interest rates may have
to be witnessed before bond prices
turn upward. In the interim, in-
vestors are being treated to rail-
road bonds on the bargain count-
er.

Cashiers’ Golf Tourney
The annual Fall Golf Tourna-

ment of the Cashiers’ Division,

Association of Stock Exchange
Firms, will be held at the White
Beeches Golf & Country Club,
Haworth, New Jersey, on Thurs-
day, Sept. 20, George J. Miller, of
Hallgarten & Co., and President
of the Cashiers’ Division, an-
nounced. About 150 members and
guests are expected to attend.

Carl L. Mochwart, Assistant
Vice-President of Manufacturers
Trust Co., is Chairman of the Di-
vision’s Golf Committee.

$6,109.50
Approx. cost of $6,000 principal smount of the -

same bonds ($1,000 each of the above six

issues) at recent market prices. $5,000.00

High-Yielding Railroad Bonds at Sizable Discounts

From “Face” Value
Years of
Contin-
Moody uous int.
Rating paymnts.

Ba 61
29

.

Approx,
Mtee. price
posmon (8/21-56)

Range of Market
~ values 1946-56*
High Low

Curr.
yield
The Ann Arbor RR. Co.
First 4s, 1998
Cleve., Cin.,
Louis Ry. Co.
Ref. & impr, 4%s ser.
E, 1977
Louis. & Nash. RR. Co,
8t. Louds Div. 2nd (now

4.82% $1,040  §740

o i
- 6.08% 1,000.

3.37%
4.67%
5.29%
4.29%

59 1,060

kG 1,140

33 N. Y. Lack. & Wes. Ry Co.
1st & ref. 4%s ser. B, '73 First 85
Northern Pac- Ry. Co.
General lien 3s, 2047___ Senior = 70
Approx. cost of $6.000 principal emount of bonds
(81,000 each of the above six issues) at recent
market prices
Market valuation over 10-year period

- 1,030

940

$4,760 4.713%

SG 210 $4 000

*Indicates high and low market value r $1
fractions. per & 000 bend, 1946 to 8/21 1956 omittlng

LIST C

Railroad Bonds Combmed to Establish Regular Monthly Income
Approx. price

Moody Mtge.

Rating position
Ba First

First

Alleg. & Wstn-Ry. Co,
First 4s, 1998

Ba The B. & O. RR. Co.

First cons. 45 ser. B, 1980
RR. Co.
ref. & coll.

B Becond  Del,, Lack. & W.

Penn. Dic.
y 425, 1965
First Lehigh Valley Ry. Co.

First  Morris & Essex RR. Co.

First ref. 3%s 2000___
N. Y., Cen. & Hudson“Riv.

Senior
Railroad Co.

First extended 4%s, 1974 iy

(8/21-56)
per $1000 Annual
bond  interest

Semi-annual
int. coupons
Months*

Curr.
yield

$40.00 5.00 ?{7 Apr - Oct

40.00 4.711% Mar - Sep

45.00
45.00

5.92%
5.29%
5.74%

May — Nov
Jan - July

35.00 Jun - Dec

Lake Shore coll. Tr. 3%s,

1998

35.00 5.38% Feb - Aug

Approx. ~cost of $6,000 principal amount of bonds ($1,000

each of the above six issues) at recent market prices

Total interest per annum

$240.00 5.31%

*Semi-annual interest coupons on $1,000 each of the above six bonds would produce
monthly income at fixed amounts as follows:

January __
February __

$22.50
17.50
20.00

August
September __
October —.
November
December:

17.50
20.00
20.00
22.50

) Total for year $240.00

vAcMWﬂfryea ‘llly
opening Thursday, Sept 2‘7 Arom
5:30 to 7:00 p.m.

. Mr, May, of ‘the “Commercxa]

l.eoBarnen %

-and Financial Chronicle,” is, well-

known-as economist, author; lec-
turer and radio commentatox;. He
formerly served.on the Securities
and Exchange. Commission: and
recently was-a witness before the
Senate Bankmg and Currency
Committee.

Mr. Barnes is Chief Economlst
and ‘' Financial ' Editor, Prentice-
Hall, Inc. and- author * of “Your
Investments”: and “Your Buying
Guide to Mutual Funds and In-
vestment Compames
. This course offers practical in-
vestment guidance to all concerned
with the handling of money. Re-
alistic appraisal of investment ob-
jectives and opportunities, as well
as the avoidance of psychological
foibles and prevalent pitfalls, re-
ceive.close attention.

Tdpics to be discussed include:
investment opportunities; how to
select securities; value analysis;
“Tax Shelter”; market forecasting
and timing; portfolio management;
you and your company.

The instructors are glad to ad-
vise course members on -their,
special problems throughout the
series.

Registration is open now at the
New School for Social Research.

John Kaplan Adds

(Special to THE FINANCIAL CHRONICLE)
MIAMI BEACH, Fla. — Betty
L. Corley has been added to the
staff of John H. Kaplan & Co.,
Hotel Fontainebleau.

With R. F. Campeau
(Special to THE FINANCIAL CHRONICLE)

ST. PETERSBURG, Fla.—Fran-
cis A. Lay has become associated
with R. F. Campeau Co. of De-
troit. He was formerly with Bache
& Co.

Joins French & Crawford
(Special to THE FINANCIAL CHRONICLE)
ATLANTA, Ga. — James W.
Fletcher III is now connected with
French & Crawford, Inc., 68 Spring -
Street, Northwest.

Swift Henke Adds

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.— John O’Don-

- nell has become associated with

Swift, Henke & Co., 135 South La

“Salle Street members of the Mid-

west Stock Exchange

With Investors Planning
(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.—Ralph L. West
has been added to the staff of
Investors Planning Corporation of
New England Inc., 68 Devonshire
Street.
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Canadian Economy and Its
Bearing on International Trade

By W. E. SCOTT* )

Chief of the Research Department, Bank of Canada

Canadian central bank economist expresses little fear of Can-
ada’s growth being dependent upon foreign trade so long as the
world economy prospers; reviews the shifting composition,

strength and weaknesses of primary and secondary production,
investment outlays, capital market and balance of payments,
and other factors shaping a maturer, much larger and- much
more diversified economy; sees past six years trade-develop-

ment representing a reversion

to earlier pattern of Canadian

growth rather than continuation of long run self-sufficiency

tendencies; and notes the challenge to dominant U.S.A. export

position in Canadian market. Mr. Scott believes leng run trend

may witness either a continuation of new major resource ex-

ploitation; or domestic résource consumption growth at.the

expense of exports with resource exploitation reaching its
growth limits.

Foreign trade plays an impor-
tant part in the economic life of
anada, as it "does in most coun-
tries. Exports of goods and serv-

ices currently
represent
about one-
fifth of 'Can-
ada’s gross

‘national prod- .

uct — roughly

the same pro-.

portion as'‘in
the United
Kingdom,

Sweden and
Australia.
This is by no
means as high
a proportion
as prevails in
some ', countries; in the: Nether-
lands; for instance, exports ac-
count  for roughly one-half of
national product. On the other
hand, it is a much higher pro-
portion than in the United States,
where exports account for only
about one-twentieth of national
product. There is no clear evi-
dence that the importance of for-
eign trade to the Canadian econ-
omy has diminished very much
over the course of the years.
Indeed, exports of goods and serv-
ices in ‘1955 accounted for a some-
what ‘ larger proportion of Can-
ada’s national product than they
seem to have done in 1870, 1900
or 1910, though a - significantly
smaller proportion than in cer-
tain years during the 1920s. This

W. E. Scott

is ‘unlike the experience of the-

United ~States, which became a’
comparatively self - contained
economy at quite an early stage
in its development.

Development Compared
. Thg original American colonies
mher}ted a vast region unique in
_the richness and variety of its re-
sources, virtually unlimited in the
range of economic  activities to
which it could be adapted, and
hence, capable of supporting a
very large population at a high
standard of living. The colonies
which joined  political forces in
1867 to create the Canadian na-
tion, .however, inherited quite a
different kind of region. These
colonies consisted - of - isolated
pockets of settlement mainly
along the Atlantic Coast and the
St. Lawrence River system which
had grown up under the protec-
tion of the British mercantile sys-
temr and which from an economic
point of view had been cast adrift,
so to speak, when Britain adopted
free trade. Their slow and uncer-
tain ~rate of growth contras.ed
sharply with the booming prosper--
ity of the former colonies to the
south, which were busily engaged
in westward expansion and settle-
ment. One of the basic economic
ideas behind Canadian confeder-

*A. paper by Mr. Scott delivered be-
fore ‘the Ninth International Banking
Summer: School at Rutgers ; University,
Rutgers, New Jersey.

gitized for FRASER
p:/lfra /

Germany,,

ation was to follow the example
of the United States by staking
out a vast country stretching
across the North American con:
tinent and opening it up for ex-
ploitation and settlement through
the construction of a transconti-
nental railroad system.

High Ttinsportation Cost

The .realization of this dream
has mot, - however, . resulted -in
Canada becoming a second United’
States, nor is it likely to do" so:
in ‘the foreseeable . future given
the nature of Canadian: resources,
geography, and climate. The.line
drawn across the North American
continent- which ‘constitutes: Can-
ada’s southern boundary cuts off
an area somewhat larger than the
United States. Most of this
enormous land mass, however, has
proved too cold or too rugged for
much in the way of permanent
settlement. It is only along ‘its
more southerly fringes that the
climate is temperate and that siz-
able areas of land suitable for ag-
riculture have been’ found. More-
over, these favored areas are cut
off from one another by great
natural barriers of extremely
difficult terrain, such as the Ca-
nadian Shield and the Rocky
Mountains. - Even today, there-

fore, a population map of Canada

would present: quite: a different
picture of the country from' that
suggested by a conventional map:
it 'would show a relatively small
population ‘of about 16 million

persons, over 90% of whom live
within-200 miles of the country’s -

southern boundary, scattered.. ir-

regularly across 4,000 miles in *’

widély-separate clusters of settle-
ment. - Throughout Canada’s- his-
tory, the high cost of transpor-

tation across such distances and -

difficult terrain has been a funda-

mental problem-of economic de--.

velopment.

Dependence Upon Foreign Trade

Nature has endowed the coun-
try with an unusually large num-
ber of major primary resources,
though the assortment is far from
well balanced. Compared with

the United States, Canada is rel- -
atively short -of first-class agri- °
cultural land suitable for growing .

a variety of crops.  Much  the
greater part of our farmland con-
sists of western prairie, excel-

lently fitted for large-scale grain .

growing, but not easily adapted

.to other forms of agriculture be- -

cause of severity of climate, low
rainfall, and so forth. Unlike the
United. States, Canada is heavily
dependent on  imports for her

‘supplies of tropical and semi-

tropical products. ‘In at least one
other important respect, Canada
stands at a considerable disad-
vantage compared with the United
States from the point of view of
natural resources, in that the lo-
cation of her coal and iron de-

posits has so far proved much
less suitable for the development

of “a ‘large-scale steel ‘industry.

|

- south.

“growing,

These major -deficiencies ‘in- Can-
ada’s resources-compared with the
United - States - go - a -long . way
toward explaining why the growth
of the Canadian ‘economy -has
continued to be geared to foreign
trade, instead of - following the
pattern -of its neighbor to ' 'the

Why Growth Now?'

. - The resources which Canada’

does; possess in abundance, in ad-
dition to land suitable for grain
are . chiefly . minerals,
softwood forests, and hydro-elec-
tric power sites.. Historically, the
main liné of Canadian “develop-
ment has been the successive ex-
ploitation of these primary. re-
sources for ~export to world
markets, . It is characteristic -of

these primary resources that their .

successful exploitation has usually
involved formidable problems oz
transport and technology, and has
required both heavy initial capital
outlays and access to broad mar-
kets. These are precisely the re-
quirements which a thinly-pop-
ulated, economically - immature
country is least able to provide
itself. It is not surprising, there-
fore,
Canada’s primary resources has
come rather late in ‘history; ‘and
has ’ generally ‘taken: place only
under ;- the stimulus of: a sharp
rise:in external demand, large in-
jections- of ‘foreign , capital, ‘and,
to . some. extent ‘at -least, techno-
logical . .advances.. - Cansequently-

‘Canada’s development has tended.

to ‘take place . in concentrated
bursts of "rapid "eéxpansion -inter-
spersed with periods of compara-
tive. stagnation. ¢

Reéource' Location Disadvantage

- Taken by themselves, Canada’s
primary. export industries' do not
offerd a very satisfactory basis for
the development of a mature:and
well-rounded economy. For. the
most part, these primary resources

that the development of.

are.located in rather inaccessible
parts of the country at some dis-
tance from ‘thé ‘tnain centres of
population "and settlement.. Be-

-cause their exploitation generally

requires ‘small ‘amounts: of labor

.in-relation to capital,.they -do not

provide ‘a great deal of direct
employment once the initial de-
velopment ‘- work: has been com-~
pleted. The pattern of settlement
they" create consists mainly of
small, isolated centers of popula-
tion-almost completely dependent
on the local mine. or mill. These
scattered ‘communities are ex-
tremely vulnerable to fluctuations
in external demand for the prod-
ucts of their local industry, since
they have. virtually no  alterna-
tive sources of employment or in-
come in“the same general region.
Another disadvantage of the re-
mote location of a good deal of
primary industry in Canada is that
resources tend to be exports in a
comparatively early stage of
manufacture. The more advanced
stages of processing and fabrica-
tion have usually been peritormed
in the vicinity of the great manu-
facturing and distributing centers
of the United States and, to a
lesser extent, of Western Europe.

Acts As a Catalyst -

Nevertheless, the fact remains
that it is chiefly on the basis of
these large-scale, low-cost, highly-
productive primary export indus-
tries that Canada has been able to
afford the high overhead costs in-
volved. in overcoming  its great
distances 'and harsh - climate, to
develop supplementary -lines of
economic activity, and to achieve
a relatively high standard of liv-
ing for its people. The growth of
primary industry in Canada has
acted as a catalyst in the process
of economic development, attract-
ing foreign capital, creating basic
transport and power facilities,
stimulating the growth of related
secondary and service industries,
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and -providing the export income
needed ‘to pay for imports and
service foreign debt.

'Disadvantages to Manufacturing

At the other .end of the indus-
trial . scale, Canada‘ stands at a
considerable  disadvantage com-
pared with many other countries
in' the ' development of -efficient
secondary manufacturing. Labor is'
scarce and costly in Canada, since
it can earn high returns either by
employment-in the highly-produc-
tive- primary - industries or by
moving into ‘high-paid employ-
ment in' the United  States. Con-
sequently, it is difficult for many
Canadian = industries employing
relatively large amounts of labor
to compete in terms of costs and
prices with similar industries in,.
say, most European countries. In
the field of secondary industries*
requiring  large: “inputs ‘of ‘capital
rather than labor, Canada suffers
from equally serious handicaps.
For such industries to produce at
low: cost, high capital overheads
must be spread over very long
production runs. These economies
of scale 'are very difficult te
achieve without ' the broad do-
mestic markets provided by large
concentrations of population,-such
as one finds in the United States,
the  United  Kingdom, and -else- -
where. Canada’s population is toe
small and- widely - dispersed: for
many such’industries ‘to:achieve
‘their optimum: scale of output on
the -basis ‘of the domestic market
alone. Consequently, .it' is -rather
difficult for' capital-intensive
secondary industries in Canada to
compete with similar industries in
other countries, = especially “‘the’
United " States. - Canada’s. disad= .
vantage in this respect may even

have increased ‘with the passage
of time, since the trend in‘modgmv
manufacturing production, has
been toward larger and larger in-

Continued on page 30
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Blyth & Co., Inc.
Harriman Ripley & Co.
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Lazard Fréres & Co.
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Suez Scare vs. Stock Markel

By ROGER W. BABSON

Massachusetts: fmanclal bureau head does not find any reason
for selling -stocks at the present time because of the Suez

‘scare,  Predicts-nothing will'be done to harm the Suez Canal

Company, and that' a peaceful final agreement will recognize
Egypt’s sovereignty.

The Egyptian trouble will not
result in any war.  Sir Anthony
Eden and Guy Mollet, Premier of
France, who have been criticized

; as being
“soft,” may
feel that this
is a good op-
portunity to
show their

. -real  strength.
At President

- .. Eisenhower’s
;v last press
conference
he stated

clearly that-

all nations
- should respect
“the sover-
eignty - of
Egypt as it
apphes to the Suez Canal.” This

Roger W. Babson

ingures that the United States will

not- get into the squabble. Since
that is apparently all Nasser de=
manded, there is nothing to fight
over except regulations and toll
charges. President - Eisenhower
made clear that the International
Treaty of 1888 gives many nations
rights in and to the Canal in per-
petuity; but’ that this does not
mean that Egypt internationalized
her sovereignty.

From a legal standpoint it is
much like a city which gives a
sireet railway or bus company a

permanent franchise, but without
relinquishing sovereignty or own-
ership of its streets. The city may
make regulations and fares as it
desires, 'so long as it does not
“take property thhout due proc-
ess of law.”

Ultimate Agreement

1 forecast that 'an ultimaté
agreement will recognize the sov-
ereignty of Egypt, - but
nothing will be done to seriously
haym the Suez Canal iCompany,
which has the franchise to oper-
ate the' canal.” Like all dictators,
“President” Nasser must do some-
thing radical to show his power
and keep his job, However, the
one thing Egypt needs most—
other than better character—is
more money. The new toll rates,
which like nearly everything else,

are passed on to the ultimate con- -

sumer, will give Nasser the

needed additional funds.

What Nasser Fears

Neither Egypt, nor the other
countries which are benefiting
from American dollars, want to
be guilty of “expropriation.”
They know this would frighten
away American, English and
French investors. There are, how~
ever, other arguments that could
be used with President Nasser.
For instance, more than one-half

——

[——

This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities.
The off ering is made only by the Prospeclus.

Not a New Issue
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150,000 Shares
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of America
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$1 Par Value

Price $115.75 per share

Copies of the Prospecius may be oblained from any of the several
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that

The

of Britain’s o0il imports come
through this canal. 1f the canal
should be closed, other sources of

supply would be available from

Venezuela, Weést Indies, and the
United States. For a short time
only, the use of oil in England
and France would need to be ra-

- tioned.

Within a  year new pipelines

-could be built to carry oil direct

to the Mediterranean, This pipe-
line would be from 'Haifa on the
Mediterranean to the Gulf of Aqa-
ba. Furthermore, with an increase
in tanker capacity, England and

France could temporarity -retifn:
to the: old route around the’Cape -

of Good. Hope. This Suez: scare
will. awaken nations to the need

of more -tanker capacity. so that -

t}flfy will not again risk being cut
off,

Doubtless Nasser remembers
what the airlift did in bringing
oil, food, and other necessities into
Berlm several years ago when
Stalin tried a stunt similar to Nas-
ser’s. In fact, it is a fair question
whether the Suez Canal would be
built ' today, with ‘the possible
competition of air transport, elec-
trical transmission, and big tank-
ers.

Suez and the Stock Market

Although there may be several
good reasons for taking profits to-
day.on stocks, certainly the Suez
scare .is no reason for selling
stocks at the present time. What
will ultimately create a crash in
the stock market will be some
totally unexpected event which
no one can now forecast. There-
fore, I repeat my forecast that
England and France and Egypt
will arrive at a peaceful settle-
ment; but whatever happens, the
United States will keep out of any
fighting. Furthermore, we will
continue our present policy of
withdrawing troops from Europe
and reorganizing our. fighting
strength to conform to the new
nuclear policy,

Joins Bache Staff

(8pecial to THE FINANCIAL CHRONICLE)
FAYETTEVILLE, N. C.— Wil-
liam H. Marsh has become asso-
ciated with Bache & Co.

Goldman, Sachs Partner

Charles E. Saltzman will be-
come a partner in Goldman, Sachs
& Co., 30 Pine Street, New York
City, members of the New York
Stock Exchange, Jan. 1, 1957,

James Gamble Opens
(Bpecial t0 THE ¥ INANCIAL CHAONICLE)
PASADENA, Calif.—James N.
Gamble has opened offices at 520
Bellmore Way to engage in a se-
curities business.

Sophisticated Investors
(Special to THE FINANCIAL CHRONIG..)
SAN FRANCISCO, Calif.—Rolf
E. Olsen and Ronald E. Olsen
have formed Sophisticated Inves-
tors with offices at.127 Mont-
gomery Street. Mr. Ronald Olsen
gaé formerly with Wulff, Hansen
0.

With Sutro & Co.

(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Le-
land G. Smith has been added to
the staff of Sutro & Co., 400 Mont-
gomery Street, members of . the
New York and San Francisco-
Stock Exchanges.

With FIF Management

(Special to THE FINANCIAL CHRONICLE)
SAN JOSE, Calif—Arnold W.
Madison -has become affiliated
with: FIF Management Corpora-
tion of Denver.

J. D. Creger Adds

(Specizl to THE FINANCIAL CHRONICLE) -
WHITTIER, Calif—William E.
Payne has joined the staff of
J. D. Creger & Co., 124 North
Bright Avenue,

Commercial and Financial Chronicle , .. Thursday; September 13,1956
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From Washington
Ahead of the News

By CARLISLE BARGERON

! A few months ago the New York ‘“Times” published a story
by one of its Washington staff to the effect that the Pentagon
hxgh command was giving serious consideration to a reduction
in our .armed forces. The Democrats in Congress xmmedlately
1e( g0 a oiast tnac nere’ was another instance
~of the “big business minded” Administration, .-

- "o, concerned about savmg 'a-dollar, endanger- .

mg the country’s. security.

“The' Pentagon . sought “16. pooh—pooh the: 4
story, insisting ; that any reduction in ' the
armed forces was~far in the future and that
the studies it had been making, if any, were
‘merely routine. studies such as the mlhtary is
always 'making.

°  Now the Democratic Presuientlal candl- ]
date is advocating a repeal of the draft on'the
basis that inasmuch as the next war is to, be -
tfought with such weapons as ‘atomic and” hy-
drogen bombs and guided missiles and the like
we don’t need so many men. And the Re-
pubhcan Vice-Presidential candidate, answer-
ing him, is saving that oh, this can’t be done,

regardless of how. desirable it would be. The world is in such
a state of tension, he says, that we must have the bombs, missiles
and the men. In other words he is on the defensive in a matter
concerning the reduction of armed forces whereas only a few
months ago there was every indication the Republicans were look-
ing towards this very same thing and were frightened out of it by
the Democrat onslaught. You wonder how crazy politics can be.
In the consideration of the military appropriation bill at the last
session of Congress the Democrats appeared aghast at the “inade-
quate” amount of money which the Administration asked for the
air force and succeeded in making the Administration take a
billion more than it considered it needed.

Earlier in the session there ‘were indications that the Ad-
ministration wanted to cut down on foreign aid. The Democrats
kept.up an ‘incessant attack about how the Administration was" "~
intending to scuttle foreign aid.' So when the Administration’s
request for foreign aid money came to the Capitol, it was for a
greater amount than was appropriated last year. Whereupon the
Democrats turned around and cut down the appropriation appre-
ciably.

Carlisle Bargeron

"I fully appreciate that it is up to the opposition party to
develop issues against the party in power. But how the two
parties can switch back and forth with the facility of the man on
the flying trapeze is difficult to understand.

I have a hunch that Stevenson may have something with his
advocacy of repealing the draft about as effective as Eisenhower’s
promise in the ’52 campaign to go to Korea. At least you would
think the way for the Republicans to deal with it would be to
say they had been studying the question of reducing the number
of men for a long time and, that while they wouldn’t want to
promise repeal of the draft, they were certainly looking in the di-
rection that at least there wouldn’t have to be so many men
drafted.

Senator Homer Capehart of Indiana, who seems to have more
original ideas than most of the members of Congress, in his cam-
paign for reelection is advocating that military -life' be made' so-
attractive that we could huild up an.adequate professional army.
He claims that it would be a huge saving over the present
turnovers in personnel. -As it is now, young men are called into
the service, given an expensive training and leave as soon as their
time is up. Others are called in to get the same expensive train-
ing. Of course, the military has strings upon those who leave the
service but there is a question of whether they don’t forget their
training after leaving the service and would have to be trained
all over again if called back. Another thing, war weapons and
methods seem to be moving along so fast that there is the ques-
tion of whether the training which a young man receives is not
outmoded in a year.

Kinnard Adds Two

(8pecial to THE FINANCIAL CHRONICLE)

Forms Mutual Funds Inv.:

(Special to THE FINANCIAL CHRONICLE)

LOUISVILLE, Ky. — Steve L.
Swift is engaging in a securities
business from -offices at 1534
Bardstown Road under the firm
name of Mutual Funds Investment
Company. Mr. Swift was formerly
with Waddell & Reed, Inc.

Moses Slepack

Moses J. Slepack passed away
Sept. 11 at the age of 72. Mr.
Slepack, a member of the New
York Stock Exchange, was a part-
ner in M. J. Slepack & Co.

MINNEAPOLIS, Minn. — Ray-
mond R. Galarneault and Gregor
H. Prestholdt are now with John
G. Kinnard & Co., 133 South
Seventh Street.

Joins B. C. Christopher
(Special to THE FINANCIAL CHRONICLE)
KANSAS CITY, Mo. — Oris E,
Kelsay is now with B. C. Christ-
opher & Co., Board of Trade
Bldg., members of the New York
Stock Exchange.
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Free Competition in Practice:
. Its Advant

tages and Risks -

By DR. CHARLES F. PHILLIPS*
President, Bates College, Lewiston, Maine

Ba.tes College President, in addressing Zurich audience, main-
tains that a freely competitive: system - requires vigorously
enforced ' anti-trust action, competitive-minded environment,

and businessmen with a social point of view. President Phillips

def.ines- free competition found in the United States, extent
 relied upon it to regulafe the economy, and depicts its contri-

bution to: rising per capita income, leisure, and maintenance -

of personal freedom.

VRN §

ZURICH, Switzerland — Prob-
ably ‘the best point of departure
for the remarks I want to make
is to define the sense in which I
shall - use the ]
term “free
. com petition.”,

Economists -
have long ar-
gued the
meanine . and"
merits of var-
ious kinds of
competition.

We speak of
pure competi- |7
tion, . with. its - ..«
large number
of buyers and
sellers, each
being small in
size and deal-
ing in identical products. Or we
‘talk about. competition being im-
perfect as a result of differenti-
ated products. "Still again, we
argue the merits of competition,
when there are a small number
of sellers, oligopolistic competi-
tion we call it. e

It is not my intention to enter
into this argument as to which
type of competition is the most
desirable. Instead, let me say that
by “free competition” I refer to

. the kind which -exists widely in
the United States of today. It is
~typically characterized by a rela-
tively small number of. sellers,
~each’ of whom is trying to im-
prove his market position. In
“other words, by sales promotion
methods, by striving to place im-
proved products on the market,
by seeking more aggressive mar-
-keting channels, or by reducing.
prices, the competing firms ac-
,tively- battle -each’ ot2er’ for the
attention of the customer. If you

Charles F. Phillips

want some synonyms for.what I’

am referring to as “free competi-
tion,” perhaps “workable” and
“effective” competition are
equally satisfactory.

Maximization of Market Share

To illustrate, in the sale of
automobiles in the United States
we find that over 95% of the
total is accounted for by just
three companies, General Motors,
Ford, and Chrysler. Yet, there is
very effective competition among
these firms. Each company spends
millions annually to improve the
quality of its product. It employs
hundreds of field men to work
with its retail distributors to
achieve ' aggressive selling. Ad-
vertising campaigns are as care-
fully developed as are military
plans in an all out war. Why?
Because each firm is seeking to

. increase its share of the market.
- And shifts in market position do
take place, as is evidenced by re-
.cent years’ gains of Ford and
General Motors at the expense of
- Chrysler and the smaller manu-
facturers. While this competition
. is far from the “pure” type, it is
what I mean by free or effective
competition: it results in greater
values for the buying public.

I
Perhaps the second point I need
to make as an introduction to my

*An address by Dr. Phillips before the
Fifth International Conference so~nsored
by the Green Meadow Foundation at
Zurich, Switzerland, Aug. 1, 1956,

#
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remarks,. is that in a .part of the
American economv we do not
rely on free competition as the
regulatory factor. :

Extent of 'U. S. Regulation

The most obvious example. is
the public utility field.. While we
allow the gas company to.com-
pete against the electric company,
we usually have but one electric
company serving a certain area,
As o dUNShilule 1Or regu.acion by
corpetition, we subiect the prices
and services ‘rendered by this
company to regulation through a

"government commission. We also

impose many controls upon our

‘railroads, our airlines, our tele-

phone and telegraph companies.

As a matter of fact, even in
areas of the economy in which
we rely on a number of competing
firms, some aspects of that com-
petition - are subject to govern-
ment control. Our banks, although
competitive, must submit to pe-
riocdic examinations. The invest-

ment portfolios of our insurance .

companies ‘must meet govern-
m e n t-established 'standards!
Products, .placed on the market
by competing food and drug man-
ufacturers must be ‘at least up to
the minimum quality standards of
our Pure Food and Drug Act.
Agricultural products are sold by
ocur-farmers in a market where
government price ' supports play
an important role. .

Broad-Controls

Moreover, during the past 25
years we have- gradually devel=
oped broad, over-all monetary
ani fiscal controls ‘which seek a
more stable economy. Even the
most competitive of our businesses
find themselves subject -to these
broad controls.

the. American. economy in which
the impact of compstitive forces
have been cither supplanted or
restrained. But—and this-is really
my second main part—even after
recognizing this fact, it is 'still
correct-to say that we rely largely
on free competitive forces to reg-
ulate the economy.

‘X

My third and final preliminary
remark is that this free competi-
tion on which we have relied has
contributed much to the economic
growth of the United States. The
facts of that growth are well
known and do not cail for detail
development in- this paper. Suf-
fice it to say that per capita in-
come has more than doubled in
the past 50 years, while the typi-
cal work week has fallen from 60
hours in 1890 to 50 hours by 1912
and to 40 hours for the past dec-
age or so. In fact, in some occu-
pations in a few of our cities the
35-hour work week is already
established.

Gain in Real Wages

Along with the fall in the work
week has come - earlier retire-
ments—and on pensions, the cof-
fee break, more  paid holidays,
and lenger vacations. Today the
tynical industrial worker spends
233 days each year at his job: He
is away from that job—on Satur-
day, Sunday, holidays, and vaca-
tions—132 days. Put another way,

" for each 1% ‘days he 'works, he

Yes, t:ere.are many parts of -

has one day .when he does not
- work, For these benefits I am
‘convinced that the forces un-

leashed by an effective competi-
%)ive system are largely responsi-

le.
: v
So much for the preliminaries

- in which we have defined free

competition, noted the extent to

- which it is relied upon to regulate

the economy in the United States,
and indicated its contribution to
a rising per capita income and to

“an increase in leisure time.

Now may I suggest that effec-
tive competition has ‘made two
other significant contributions to

~our society.

tive system is perfect. Let me be

the first to admit that under such -

a system, and despite the growth
in per capita income, we still
have thousands of families with
incomes below those necessary to
provide minimum standards of
healthful living. From time to
time, we are plagued with un-
employment situations. Despite
the spread of voluntary health
plans, we still have millions of
families lacking’such coverage.
So I am not for a moment try-
ing to suggest that free compe-~-
tition has solved all our economic
problems. : But I am saying: in
the economic growth which has
taken place in the United States

© in recent years, effective. compe-

‘Rising Income and Leisure

One of these is found in the
role played by competition in see-
ing to it that the rise in income
and greater amount of leisure
time are shared among more peo-
ple than ever  before. Stated
bluntly, I do not think it is enough
for an economic system to raise
the average income; the average
could |be raised by concentrating
the additional income in  the
pocketbooks of a few people. But
under the competitive pressures
exerted by the bidding for em-
ployees. by many firms and the
aggressive action of our trade
unions, our rising ‘productivity
has been shared among more peo-
ple than ever before. To illustrate
this sharing, currently about 44%
of our family units have annual
incomes of between $4,000 and
$7,500 per year. In 1929, just 27
years ago, but 15% of our family
units had a comparable amount
of purchasing power.
You, can see this sharing of
higher living standards in so many

other ways—in the spread of vol- .

untary ‘health  insurance, the
growth of home ownership, the
gain in automobile ownership, the
increase in the number of college-
age youth attending our colleges.
In 1940, 9% of our population
were under some form of volun-
tary health coverage: today, over

tition has played a major role,

/ : v
Some two  years ago I spent
three. months in India during
which I had many occasions to
talk “with the economists and
businessmen of the country, both

individually and in groups. With-
out ‘doubt, the economic question
I was asked most frequently was
this: 'What makes a freely com-
petitive system work? In the re-
maining paragraphs of this paper
may I suggest a threefold answer

‘to this question, In doing so, I

am really talking about the risks
of free competition since, if these
three elements are not present, a
free competitive system will fail.

d VI
First, free competition calls for
vigorous enforcement by the gov-
ernment of an anti-trust law.
Adam Smith long ago alluded to

(1083) 15

the tendency of businessmen to
combine in restraint of trade: this
tendency has not disappeared with
the passage of time. Whether we '
like it or not, the development of
cartels, agreements, and combi=
natiens which place severe re-
strictions on price and product -
competition cannot be allowed to
continue in an economy which
wishes to rely on free competi-
tion as its regulatory or economie
activity. s -

Vigorous Anti-Trust Policy : . -

Once "again, I'do not. wish to
be misunderstood. :To preserve
free competition it is not neces-
sary to atomize an industry, for
example, to break up-the threza
major automobile companies into
50 competing firms. But it is nec~
essary to be sure that the th_r.eo '
dominant firms are competing,
that each is attempting to in=
crease its share of the market, A
vigorous anti-trust- policy ~will.
involve a continuous study. of in-
dustry after industry wita action
being taken to restore aggressivy
competition where it has +'diz=
appeared. i

VII

Second, a successful competitiva
economy rdemands : businessmen
-who -are competition-mindecd.
Professor Malcolm P. McNair «c?
the Hardvard Graduate School ¢l
Business  Administration puts il
this way: “. . . The real job is t3
get the kind of executives wkd
will operate under a strong coms
petitive urge. We need, abova
all, vigorous and imaginative ins
Continued on page 23

T'his advertisement is neither an offer to sell nor a solicitation. of offers to buy any of these securitica,
The offering is made only by, the Prospecius,

€625%." In 1940, about 40% of’

our homes were owned- by the
families living - in them: today,
over 55%. In- 1929, we had one

car for every six people: today,-

one of every three and one-half.
In 1929, less than 12% of our
college-age youth went to college:
today, over-30%.

Maintenance -of Personal
| Freedoms
While the standard of living
and the sharing of it are obvious
contributions of free or effective
competition, a more significant
contribution is the rele competi-
tion plays in the maintenance of
personal freedoms. If I read his-
tory correctly, it is clear that the

‘concentration of economic power

in the hands of a few—regardless
of whether that few represent
private individuals or government
—is a step toward the loss of
personal . freedoms. For when
powers are concentrated and op-
position develops, all those in
power can safely do is to remove
that opposition. Then it is that
the police state tends to rear its
vgly head and freedom of speech,
freedom of worship, and economic
freedoms tend to disappear.

In contrast, under a competitive
systern economic powers are wide-
ly diffused. Some part of the
economic power is in the hands
of thousands of businessmen;
some of it is held by labor either
as individuals or through trade
unions; much of it is exercised
by the consumer as she makes
known her wants in the market
place. This diffusion of economic
power is an important factor in
assuring the maintenance of per-
sonal freedoms.

All Problems Not Solved
Now, I would not want you to
misunderstand these last few para-
graphs. By no means am I trying
to say to you that a free competi-

September 12, 1950
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THE MARKET . . . AND YOU

By WALLACE STREETE

- The Commercial and Financial Chronicle ..

Continued from page '8

NSTA Notes

(probably private train), arrive Westhampton 6:13 p.m., be trans-
ported to Dune Deck, cocktail party, shore dinner, entertamment
Saturday, Sept. 22 three meals, cocktails before lunch and
before beefsteak dmner entertainment.
Sunday, Sept. 23, breakfast cocktails. and lunch, return by

earlier. highs 'in _such. group-
ings ‘as soft drinks, heating
and plumbing . issues,  shoes,
‘textile weavers, fire insur-
ance, anthracite, radio-TV
shares and baking stocks.

Just as the previous week’s derstanding that many are the

Pulling the other way, of

- to-await for the one

rebound was largely techni-
cal, last week’s slow retreat
was anything but a decisive
indicator of a change in the
near-term outlook for security
prices.

* *

It was just a marking-time
operation—possibly a tighten-
ing of market operators’ bells
“real
" blow”. that will give definite
. indications of  where stocks
- are’ bound.. More 'than any-

time in a long period is there
“'need now for. that certain in-

centive to get either the bull-
- ish or bearish forces off their
haunches, to begin anew their
onslaught either to fresh tops
a to depths.
* * *

As a market force Suez is
“old hat”—with but the pos-
sible exception of the remote
danger of a war flaring-up.
It’s still a factor for a few
foreign oils, among them
Royal Dutch, but for the main
body of pivotal issues its in-
fluence has run its course.

! * ¥ o4 %k

‘The news is so barren of
market ammunition that com-
.mentators  arelost, at times,
in' their efforts'to pin-point
reasons for a brief flurry up-
,ward: or - downward. For in-
‘stance, on Tuesda y, there
were some trend spotters who

«-believed 'some of:the market

softness reflected “Wall.

Street’s . disappointiient’ over
the way the Mame electlon
went.

% * *

The market week was fea-
tured by occasional‘spurts of
strength and weakness:in the
aircrafts and steels. It so hap-
pened that only when these
groups were soft were - they
able to lead the-remainder of
the market; when they
spurted their forward thrust
drew but little support from
other active groups.

X Rails Dlsappomtmg

Bullish forces were vocal in
their djsappointment over the
way the rail issues are acting.
And the news emanating from
that industry seems anything
but’ cheerful " insofar as the

- railroad investor is.concerned
* * *

When three large eastern
roads indicate they are study-
ing a merger scheme — basi-
cally for economical reasons
—and other carriers put forth
proposals  for exceptionally
large freight and passenger—
even commuter—rates, a
more definite reading can be

‘taken on the long-term out-

" around 45%

problems facing the carriers,
be the reason for the inability
of this group of securities to
find the support needed to
recoup even the ground lost
since the steel strike?

Popular Issue

For a long' time General
Electric’s yleld discouraged
the newer investors but of
late the many’ people being
introduced ' into the ways _of
market operation through
monthly investment plan: ar-
rangements have taken:a
fancy to this, the largest of
the appliance makers and:a
major force in power generat-
ing equipment.

%* * *

It’s somewhat of a paradox
finding General Electric far
more popular among the MIPs
than, “say, American Tele-
phone & Telegraph. It is
roughly twice as popular as
ATT—and yet more investors
hold ATT outright than the
next three companies com-
bined, which includes General
Electric.

ATT’s Intriguing Movements

Incidently, ATT’s move-
ments in the week was. the
conversation tid-bit, and a
headache to many brokers, a
whole flock of ATT ' execu-

tives and to the newspapers.
* ¥ =

*
Indicative of the number of

novices. in the market these
days ‘was the crush of calls

" _and letters sent to the papers

the day ATT sold-ex-dividend
and ex-right a total of $9.62%5.
It . was hard for  them to
fathom out such doings and
many threatened to call the
ATT veople and ask: “How
come?”’
* * *

The spotty strength shown
now and then by the aircrafts
reflects the. spreading out of
new orders by the Armed
Forces. Douglas seemed more
volatile than usual but as a

group the aircrafts continued’

to give a good account of
themselves.
* * %

* Among specialties Air Re-:
duction was a favorite. The'
company, currently yleldln,?r
with a 11.0
price-earnings. ratio, appears
to have achieved greater di-

-versification through internal

growth by expanding in the
fast growing and - profitable
organic chemical and petro-
chemical field.

Market Spottiness
On the. whole the market

course, are the aluminum is-
sues, dairy products, specialty

rail late afternoon.

The whole works, all inclusive, $50.
Only 104 men can be accommodated, first come, first served.

machinery, mining and smelt-
ing, and paint issues, as well

Check for $50 should be made payable to MacGregor Travel
Service and mailed promptly to Michael Heaney, M. J, Heaney &
Co., 120 Broadway, New York 5, N. Y.

as the aircrafts and steels.
* # *

As dividends continue the

investor action ‘spark, ‘the
stocks that have had the good

fortune to put somethmg ad- .

ditional in the'dividend
checks in . each passing -year

are -the ones that ultimately -

get the market play.- - ..

Dlvndend Ralsers

Here’s a group. of 13 issues
which on the: average have

raised their: dividends seven '

times since 1945, and may go

on. from there: Eastman

Kodak; Household Finance;
Guaranty Trust; Corn Prod-
ucts Refining; Commonwealth
Edison; Sherwin-Williams;
American Can; Phillips Pete;
Union Carbide & Carbon;
General Foods; McGraw-Hill

Publishing, Florlda P ower

and Shell 011
* *
Among the low-prlced is-
sues, Barium Steel.and Im-
perial Chemical « Industries,
Ltd. have been getting a big
play, the latter on its expan-
sion into the North Amerlcan
contment ’
* ik ®
.Then .too, - there’s . been
somewhat of a flurry in those
small companies - which *

outer: confines of a. company -
which makes a blg-tlme g’
of  oil- or mineral in a new
area. Such was thé c¢ase this
past week ‘when Union ‘Oil of
California brought in a real
commercial 0il well ‘in Costa
Rica, the best producer .in

Central America. Phillips-

Pete’s announcement of a 1.5
million ton' high-grade urani-
um ore discovery in.the Am-

brosia Lake area near Grants,".

N. M.; also sparked action in
company stocks w1th nea_rby
acreage.” :

[The views exp'res'sed in thzs
article -do_ 7ot necessarily at any
time cnmmde with those of the
“Chronicle.” The -are presented
ds those of the- author only]

Wlth an» Secs. Corp

. (Special to THE FANANCIAL CBRONXL'LI)

ROCHESTER,' Minn.—Kenneth

A. Young .is with Minnesota Se-

curities Corporation, First Avenue
Bulldmg i

Wllliam Holzman
William Holzman, senior part-
ner and founder of William Holz-
man & Co., New York Cxty, passed
away Sept T

Samuel M. Kennedy

‘in~_
‘sist’” they" border- onto. the

NATIONAL SECURITY TRADERS ASSOCIATION,

. ‘Wm. J. Burke, Jr.

INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA

The annual meeting and election of officers of the Investment

Traders Association of Philadelphia will be held on Tuesday,
Sept. 25, 1956 in the ballroom of the Warwick Hotel.

James G. Mundy . B. McFarland, 111

Rubin Hardy Willard F. Rice

The nominees for office for the year 1956-57 are:

President—Samuel M. Kennedy, Yarnall, Biddle & Co.

First Vice-President—James G "Mundy, Stroud & Company,
Incorporated.

Second Vice-President-—James B ‘McFarland, I1I, Hecker & Co

Secretary—Rubin Hardy, The First Boston: Corporatlon

. Treasurer—Williard-F. Rice; Eastman Dillon, Umon Secunties

& Co.

INC.
-The Nominating Committee.of National Security Traders Asso—

“ciation Inc.; composed of

John w. Bunn, “Stifel, Nicolaus & Company, Incorporated
St. Louis, Chalrman

‘Homer J." Bateman, Pacific Northwest Company. Seattle.

Charles A. Bodie, Stem Bros. & Boyce, Baltimore.
Charles C. King; The Bankers Bond Co., Inc., Lousville.
Walter G. Mason, Scott, Horner & Mason, Lynchburg

-~ Fred T. Rahn, The lllmow Company, Chicago.

Leslie B. Swan Chas. W. Scranton & Co., New Haven,

have submitted the followmg candidates for ofﬁce of NSTA for 1957'

John M. Hudson Robert . Diehl

President—William J. Burke, Jr., May & Gannon, Inc., Boston.

First Vice-Fresident—Robert D. Diehl, Paine, Webber, Jack-
son & Curtis, Los- Angeles.

Second che-Presment—John M. Hudson, Thayer, Baker &
Co., Philadelphia.

Secretary——Wllham Nelson, II,- Clark, Landstreet & Kirk=-
‘patrick, Inc., Nashville.

Treasurer—George J. Elder, Straus, Blosser & McDowell, Inc,
Detroit. .

Du Pont Homsey Adda

. (Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.— William™ B.
Bowering is with du Pont, Hom-
sey & Company, 31 Milk Street,
members of the New York and
Boston Stock Exchanges,

Now Spencer,
Zimmerman, Pound

COLUMBUS, Ga.— The firm
name of Spencer, Zimmerman &
been head of his own investment Co., Inc., 1238 Second Avenue, has
firm. He was a former member been changed to Spencer, Zim-
of the New York Stock Exchange. merman, Pound & Co.; Inc. -

seems to be spotted with -
crosscurrents. Besides the
rails, which are down some
15% from their highs (based
on one set of averages) there
are substantial declines from

--Effingham Lawrence

Effingham Lawrence passed
away Sept. 8 at the age of 78.°
Prior to his retirement he had

look for this the oldest and
most extensive of our trans-
portation arms.

* * *

Could this, the growing un-
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NEWS ABOUT BANKS
H AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED

. CAPITALIZATIONS

X _goe

Directors of Manufacturers
Trust Company of New York at
their meeting on Sept. 10 elected
as Chairman of the Board and
Chief Executive Officer Horace C.
Flanigan, who has been President
since 1951. Eugene S. Hooper
Senior Vice-President and Chief
Credit Officer, was elected Pres-
ident. This realignment of ex-
ecutive responsibilities, it was
stated, is to strengthen further
the  administrative and policy
making functions of the Trust
Company = which * maintains 112
banking offices in the New York
metropolitan area and is reported
to be the fifth largest bank in the
nation. )

Mr. Flanigan has been an of-
ficer and director of Manufactur-
ers Trust Company since 1931 and
its President since 1951. Under
his administration the bank has
steadily grown in resources, de-
posits, etc. During the last five
years its total resources increased
to $3,209,712,518 at the close of
1955 from $2,766,392,897 in 1951.

Mr. Hooper began his banking
career as a clerk in the auditing
department of the National Bank
of Commerce of New York after
graduation from the University of
Texas. He later served in the
bank’s credit department and as
the institution’s traveling repre-
sentative in the southwest, He
joined Manufacturers Trust Com-

pany. as Assistapt Vice-President

in '1929. He. was named Vice-
President in 1939, Senior Vice-
President in 1951, and has been
the bank’s Senior Loaning Of-
ficer for some years. ke

The appointment of Emanugl J;
Dunlop as an Assistant Secretary
of Manufacturers Trust Company
of New York, was announced on
Sept. 6 by Horace C. Flanigan,
President. Prior to joining Manu-
facturers Trust Co. in 1934, Mr.
Dunlop had been associated with
HMayden: Stone & Company, In-
vestment Bankers, and with' the
Equitable Trust Company of New
York. In 1952 Mr. Dunlop was
appointed Manager of Manufac-
turers Trust Co.s 3480 Boston
Road, Bronx, office and in Janu-
ary, 1956, was transferred to the
bank’s office at 144th Street and
Broadway, the branch to which
he is presently assigned as Man~
ager.

#* # £

The promotion of Raymond T.
O’Keefe to Vice-President in the
real estate and mortgage loan
department of the Chase Manhat-~
tan Bank of New York was an-
nounced on Sept. 10 by J. Stewart
Baker, President. = Joining the
bank in 1929, Mr. O’Keefe was
appointed an Assistant Cashier in
1950 and advanced to Assistant
Vice-President in 1955.

At the same time Edward S.
Backnick and Bernard J. Cassidy
were appointed Assistant Treas-
urers in the the real estate and
mortgage loan department, and
Harry E. Ekblom an Assistant
Treasurer in the public utilities
department.

* * %® .

The 43rd branch of The Bankers
Trust . Company of New York,
which is also its 17th in Manhat-
tan and the 19th bank project
built in New York State by the
William L. Crow Construction Co.
will be formally opened to the
public today, Thursday, Sept. 13.
It occupies space’ on the first two
floors and basement of 415 Madi-
son Avenue, on the northeast
corner of 48th Street. A new type
of self-closing doors from the
lobby and from the 48th Street
side provide supplementary -en-
trances in addition -to the main

yitized for FRASER
p:/lfra li

‘with acoustical tile,

entrance. Features of the project,
according to Mr. Crow, President
of the construction firm, are a
pair of Otis up-and-down esca-
lators connecting the main floor
with the vault and securities areas
on the lower banking floor, com-
plete floor to ceiling paneling of
all walls, specially designed chan-
deliers and handwrought
railings.  All'ceilings are covered
floors are
covered with a special vinyl tile
and - there is air conditioning
throughout. Besides the vault and
securities areas in the lower
banking level there is a glass-
walled records room and a lounge-
dining room for bank personnel.

On the second floor, finishing
touches are being put on an up-
town board room, a lounge, a pri-
vate and a ‘large dining room,
which are to be completed by De-
cember. This space has been used
for several months as temporary
banking quarters while the main
and lower floor quarters were
being built.

= # # Seo

An opportunity to get informa-
tion on Social Security, includ-
ing the recent changes in the law,
will be offered to the public from
Sept. 10 to 19 by Union Dime Sav-
ings Bank of New York. During
this period a Government repre-
sentative will be at the bank’s
Murray Hill Office’ on Madison
Avenue at 39th St. each banking
day from 11 to 2:30, and on Mon-
days, Sept. 10 and 17, also from
4:00 to 6:00. Although the Social
Security representative will be in
the bank a limited time each day,
booklets will be available and a
display may be seen anytime dur-
ing banking hours.

* # # .

Marking 35 years of service
with the bank, Carmine P, Anza-
lone, an Assistant Secretary of
The Dime Savings Bank of
Brooklyn, N. Y., was tendered a
luncheon on Sept. 10 by officers
of the bank and presented with
a gift to mark the occasion. Mr.
Anzalone started his career as an
office of the Navy Savings Bank
which was subsequently merged
with, The Dime.
various positions in the general
banking departments for 23 years,
Mr, Anzalone entered the Mort-
gage Servicing Department in
1944. Three years later he was
named Assistant Manager of that
department, and in 1949 was ad-
vanced to the office of Assistant
Secretary.

# £ #*

The sale of new stock to the
amount of $21,000 has raised the
capital of the First National Bank
of Glen Head, Long Island, N, Y.,
to $265,000 as of Aug. 27, com-
pared with $244,000 previously.
4s noted in these columns Aug. 9,
page 586, the bank’s capital was
increased on July 23 from $238,000
to $244,000 by a stock dividend of
$6,000, .

£ * £

As of Aug. 31 the merger was
effected of the West Winfield
National Bank of West Winfield,
N. Y,, into the Oneida National
Bank & Trust Co. of Utica, N. Y.,
under the title of the last named
institution. The West Winfield
National Bank had common stock
of 50,000, while the Oneida Na-
tional Bank & Trust Co. had com-
mon stock of $1,245410. At the
effective date of the merger the
enlarged Oneida National Bank &
Trust Co. had capital (common)
stock of $1,307,910 in 130,791
shares “of stock (par .$10 each);

surplus of $3,500,000 and’ undi-

vided profits .of not' lesd -.than

iron.

After holding.

$1,019,762. The West " Winfield
office of the acquired bank be-
comes a branch of the Oneida
Bank & Trust Co,
RRTUE SR ey
C. Frank Kireker, Jr. has joined
the trust department of. the First
National Bank of Montclair, N. J.,
Terence J. ' McHugh, President,
announced on Sept. 5, according
to the Newark “Evening News”
from which we also quote; “Mr.
Kireker will work on investment
matters pertaining to trusts and
estates being settled and adminis-
tered by the bank. He has been
most  recently employed in the
trust department of Guaranty
Trust Co. of New York.”
% * =

The Philadelphia National Bank
of Philadelphia, Pa., announces
that a special meeting of its share-
holders of the bank will be held
on Oct. 4 to vote on an agreement
dated July 12 to merge the Dela-
ware Valley Bank & Trust Com-
pany of Bristol, Pa.; into the Phil-
adelphia National Bank. The Del~
aware Valley Bank & Trust Co.
has branches in Yardley, South-
%ampton, Levittown and Midway,

a.

The Bryn Mawr Trust Company
of Bryn Mawr, Pa., on Sept. 10
placed in operation its new drive-
in facilities in the rear of the
main ' banking office at Bryn
Mawr - and Lancaster . Avenues,
DeHaven Develin, President of
the trust company, in announcing
availability of the new facilities,
stated that tellers at the new
drive-in ‘window will accept de-
posits, cash checks and provide
various additional banking serv-
ices on a streamlined basis. The
new drive-in window will be open
for customers from 8:45 aan to
3:00 p.m. Monday through Friday
and from 4:30 p.m. to 6:30 p.m. on
Friday evenings. These banking
hours correspond with hours at
the main banking lobby. :

# & #

As of Aug: 30 the Second Na-
tional Bank of Wilkes Barre, Pa.,
reports a capital of $1,250,000, the

. amount having been raised to that

figure from $1,000,000 by a $250,-
000 stock dividen*d. ;
£ 3 E:

The City National Bank of Fort
Smith, Ark., enlarged its capital
effective Aug. 29 to $400,000, from
$300,000 by a stock dividend of
$50,000 and the sale of $50,000 of
new stock.

* # #

Under date of Sept. 4 announce-
ment was made by E..J. Flinn,
Vice-President of the Commerce
Trust Company of Kansas City,
Mo., that the board of directors
of the company on that day had
transferred $1 million from un-

divided profits to surplus, which
makes the ' financial structure
read after. this transfer, $9 mil-

- lion capital, $21 million surplus,

and more than $4 million un-
divided profits. At the same time
the regular 50 cent dividend was
declared payable Oct. 1, 1956,

L & *

A capital of $600,000 is reported
by the Tootle National Bank of
St. Joseph, Mo., as of Aug. 31,
compared = with $350,000 previ-
ously, the increase having been
brought about by a stock dividend
of $250,000.

£ % *

As a result of a stock dividend
of -$200,000, the capital of the
First National Bank ' of Tusca-
loosa, Ala., was raised on Aug. 27
from $600,000 to $800,000.

# #* #

A charter has been issued as of
Aug. 23 by the U. 8. Comptroller
of the Currency for the First Na-
tional Bank in Alamogordo, at
Alamogordo, New Mexico, with
capital and surplus of  $200,000
each. The President is M. R.
Prestridge, and the Cashier Wayne
Stewart.

£ #* L

H. Roy Crabtree, President and
Chairman of the Board of the
Woods Manufacturing Co. Itd.,
was on Sept.
11 appointed a
director of
the Bank of
Montreal,
head office,
Montreal. Mr.
Crabtree, who
has played a
prominent
partinthe
paper indus-
try, is also
President, of
Woods-Dry~
den Paper
Bags Ltd., the
MacGregor
Paper & Bag Co. Inc., Pyramid
Paper  Products Ltd. -and  the
Cellucord Cd. of Canada Ltd. He
is likewise identified with various
other companies as a director.

* * #

The Royal Bank of Canada
(head -office Montreal) has an-
nounced the appointment of T. H.
Cummings, as Manager, of the se-
curities department, head office.
He succeeds H. P. Glencross who
has retired on pension. Born in
Manotick, Ontario, where he
joined the bank in 1923, Mr. Cum-
mings gained nis early experience
at a number of branches in On-
tario and Quebec, and with the
inspection department, head of-
fice. He has been a member of

H. Roy Crabtiee
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the bank’s head office securities
department since 1936. ’
* * *

A, K. Poussette has been ap-
pointed Manager of the main
Vancouver branch of The Cana-
dian Bank of Commerce of Mon-
treal, it was announced on Sept. 4.
Mr. Poussette entered the service
of the bank in 1927 at Winnipeg
and ' subsequently held senior
positions at Toronto Montreal and
Seattle, Wash. For the past three
years he has been Manager of the
Ottawa branch of the bank.

* * *

_Chicago Analysts to

Hold Golf Outing

CHICAGO, Il1l.—The Investment
Analysts Society of Chicago will
have a Golf Outing and Field Day
at Medinah Country Club, Medi-
nah, Ill,, on Thursday, Oct. 4, 1956.

Present plans are to have ' the
Club available all day with lunch,
to be ordered individually, 18-
holes of golf and dinner. A cock-
tail hour will precede dinner with
a cash bar available in the club=
house.

Golf, dinner and prizes are in-
cluded in the price of $13 per
person, if tickets are bought be-
fore Sept. 27 (after Sept. 27, $15
per person). For those not wishing
to play golf, the cost will be $7
for dinner and door prizes. For
non-golfers, tennis, cards or sit-
ting will be available all day.
Guests are welcome.

Members of the Golf Committee
are  Jay  Simon, City National
Bank &  Trust Co., Chairman;
James L. Jeffers, Stifel, Nicolaus

. & Co., Inc.; James C. Bard, Shear-

son, Hammill & Co.; Ed. K. Hardy,
Jr. (Illinois. Company); Robert J.
Kiep, Wm. Blair & Co.; Fred G:
Wangelin. ? ]

McDonnell Opens

, Chicago Branch

McDonnell & Co., members of
the New York Stock -Exchange,
announce the opening of an office
at 208 South LaSalle Street, Chi-
cago. The firm’s head office is at
120 Broadway, New York.

To Be L. H. Rose, Harmon

Effective Oct, 1, the firm name
of Harmon & Co., 15 Broad Street,
New York City, members of the
New York Stock Exchange, will
be changed to L. H. Rose, Harmon
& Co. On that date Luke H. Rose,
member of the Exchange, will be-
come a, general partner, and Har-
riet Bell a limited partner in the
firm. Joseph S. Lederer will re-
tire from partnership Sept. 30.

NEW ISSUE

This advertisement is neither an offer to sell, nor a solicitation of an oftjer to buy any of these
Securities. The offering is made only by the Offering Circular.

41,300 Shares

THE POLYMER CORPORATION

Common Stock Class A
Par Value $1.00 per Share
(non-voting)

Price $7.25 per Share

Copies of the Offering Circular. may be. obtained .from. she urfd_er-
signed only in such States in which it may lawfully offer these securities.

" A. G. EDWARDS & SONS
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Continued from first page

'As We See It

" to transfer surplus labor from agriculture/ to other occupa-
tions where it is needed. : L
Candidate Stevenson, as it is with politicians, has had

a good deal that is not complimentary to say about the’

Administration and its treatment of the farmer. One would
suppose that he had something new and constructive to
offer. The fact is though that he seems to know of nothing
that is essentially different. His is the familiar story,
though the words zre at times different. Food stamp plans,
free school lunches on a bigger and better scale, a “food

bank,” high, firm supports and 1007 parity are the chief

ingredients of his political stew—as they have been with
many another politician in recent years.

A Leaf From Hoover’s Notebook

In his effort to win votes in agricultural regions, Mr.
Stevenson even takes a leaf from Mr. Hoover’s notebook.
It was, we believe, the successful 1928 candidate who
used to insist that farming was not merely a business
but a “way of life,” and that as such it must be preserved
at virtually all costs. It was part and parcel of the Ameri-
can system. Without it we should be unfortunate indeed.
He was modest—compared to present day standards—in

the amount of the taxpayers’ money that he would spend

to avoid loss of this precious national asset, but he was
generous enough and flattering enough to win favor in
rural districts.

Now comes the Democratic candidate and says: “The
first and most important thing is to decide as a matter
of national policy that we want to maintain family farm-
ing as a decent, respectable and useful way of life.” It is
now “family farming” that is a “way of life” which must
at almost any price be “maintained.” Needless to say, Mr.
Stevenson favors maintaining it, and can assure the voter
that President Eisenhower does not. il

We: submit, that this type of discussion of the farm

problem is bhuncombe, pure and simple. Of*course there

are too many workers on the farms of the country, and

of course they are producing more than the market will

take at prices whicn afford a profit. Of course, the sli;?lation
¥

will not right itself until there is a reapportionment of
resources. And, of ‘courss, the sort of subsidies now paid
the farmer acts not'to solve anything but to retard neces-
sary adjustments. Mr. Stevenson is an intelligent man;
he must be aware of these facts. President Eisenhower has
at times given evidence that he is aware of them. Yet both
go to the farmer with soothing talk about “maintaining”
them or solving their problems and the like.

Just Buncombe

Let this talk about “a way of life” and the like,
obviously a twentieth century version of the physiocratic
doctrines of other days, be plainly characterized for what
it is. When “family farming” was able to stand on its own
two feet, and did stand on its own- fezet, it encouraged
thrift, individual initiative, self-reliance and various other
desirable traits in the population. It was in those days
cuite properly thought of as an essential element in the
American way of life. If now “family farming” is no
longer able to stand on its.own fect, but must be supported
by the rest of the community to whom it must come with
hat in hard, it is not likely to lend any strength of char-
acter or anything else worth while to the country.

And. let no one suppose that any of these programs
suggested or advocated by any of the politicians will in
any way alter the basic nature of the situation by which
we are faced today, or restore “family farming” to its
earlier ztatus. None of them will “maintain” family farm-
ing except on a basis far different from that which gave
strength and vigor to the system in decades past. If the
system can survive only in this way it is doomed, and no
politician or anyone else can long save or maintain it.
These are the cold facts of the situation, and we should
all be much ketter off if the politicians and all the rest of
us for that matter were to face them. - | )

We are not particularly clear in our own minds just
what “family farming” is, in any event. Perhaps Mr.
Stevenson is not either, but if he means the farmer who
undertakes to keep his head above water by use of the
methods and procedures his father and his grandfather
emplcyed, or who has not the initiative or the adaptability
to conform to altered conditions, it would seem that the
term is but another way of labeling the failures in the
agricultural realm. We do not see any reason, however,

why the term should be reserved for that kind of farmer
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rather than the enterprising, imaginative farm entre-
preneur who keeps abreast of the times and takes advan-
tage of the advances in science and in technology and
who profitably operates the farm on which he and his
family live. This type of family farmer needs no tears

from either candidate.

There can be no doubt that farming today is an occu-
pation ‘quite different from what it was in grandfather’s
day, or even in father’s day. It can, however, work out its
own salvation if only left to itself and spared the inter-

ference of the politicians.

Continued from first page

Is Our Anti-Trust Policy
In the Public Interest?

that General Motors was being
prosecuted for being efficient, and
implied that the personnel of the
Department of Justice were in-
credibly confused in-reading tae
meaning of the Sherman Act. The
Cincinnati Times-Star, for exam-
ple, carried the following editorial
on July 11 under the caption “A
False View of ‘Monopoly’”;
“The whole question of when,
and if, big business gets too big
and what constitutes a monopoly
and when is a monopoly danger-
ous to the economy, is due for an
airing and redefinition, with new
responsibilities allocated to Gov-
ernment and private enterprise.
“But for the moment we take
monopoly to.mean a condition in
which  control by one - agency
eliminates competition = to  tae
detriment of the public welfare.
“With this, definition in mind,
we find it*hard to- recognize the
stand - of the: Government, which
has filed an antitrust suit against
General Motors in which the com-
pany would be forbidden to sup-
ply more.than 50% of the buses

.purchased by some of the major

bus ‘operators. The Government

implies that since General Motors

makes some 80% of the buses it
is exercising a monopoly which is

" injurious to the public welfare.

“But the question is not whether
General Motors makes most of
the country’s buses (which it ad-
mits it does, giving as reason
cheaper and better product) but
whether it has used unlawful
means to achieve its pre-eminence.
If so an investigation is in order,
and if the investigation shows il-
legal . procedure, injunctions are
in order.

“But simply to ask for a cut in
production (and how this will be
achieved without injury to Gen-
eral Motors and the public inter-
est, defies analysis) "because from
all appearances General Motors
makes more buses because it

makes ‘them- better' and 'cheaper,

leads simply to Government mo-
nopoly ' through restriction and
marketing allocations. The direc-

tion of such a move is away from .

free competition and free enter-
prise and away from the genera
principles on which the world’s
greatest economy is based. As de-
fined, such a move handicaps tine
efficient and successful through
subsidizing the opposite. That is
no answer to thé ‘monopoly’ ques-
tion or its admitted hazards.”

Unlawful Practices Charged

Actually, the Government
charged that General Motors had
engaged in specific unlawful prac-
tices to monopolize the manufac-
ture and sale of buses. The al-
leged unlawful acts of conspiracy
and illegal control were: (1) put-
ting a General Motors officer in
as Board Chairman of a principal
competitor; (2) granting prefer-
ential prices to favored customers;
(3) refusing to sell buses to com-~
petitors of favored customers; and
(4) inducing officials of municipal
bus ‘lines to write restrictive
specifications to exclude bids from
cther manufacturers of buses. The
Government -charged : that” these

activities enabled General Motors’
bus division to monopolize tae
manufacture and sale of buses by
cornering 84% of the bus market
in 1955. The Government, in its
suit, is asking the Court t> pro-
hibit perpetually the alleged mo-
nopolistic practices, and to enioin
General Motors from supplying
more than 50% of the wus re-
quirements of four of.the nation’s
principal bus operators.

Much of the discussion of the
case has, however, ignored the
specific practiccs which the Gov-
ernment aileges to be unlawful,
and has been congerned with the
request that General Motors be
limited to 50%
ments of the principal bus opzr-
ators. The fact that General
Motors controls over 80% of tue
bus market is considered to be a
result of more efficient produc-
tion, and thus, implicitly, not un-
lawful under the antitrust laws.

But even'if tae specific prac-
tices charged are disregarded, and
the Government may or may not
be able to substantiate them in
court, there remains the undis-
puted ‘fact that General Motors

. does control over 80% of the bus

market. And against the back-
ground of earlier and fairly re-

cent court decisions, it is by no-

means clear that this result, how-
ever innocently arrived at, is con-
sistent with t.e antitrust laws as
interpreted, or with the meaning
and intent of the Sherman Act.
Instead, the discussion of the Gov-
ernment’s case in the press inai-
cates two important things: (1) a
rather startling lack of unier-
standing on the part of the press
concerning the present status of
antitrust law; and (2) a serious
failure on the part of the public,
and in turn, Congress, in under-
standing - the basic dilemma of
antitrust’ policy and in decijing
what we want our ‘antitrust policy
to be.

Good and Bad Trusts Are
Forbidden

In respect to the first of these
problems — the ecurrent status of
antitrust  law—the Government’s
charge against General Mctors,
even ignoring the specific prac-
tices charged, does not come as a
surprise to the stud:nt of anti-
trust. ‘In 1945, when the Supreme
Ccourt was unable to obtain a
quorum to review the District
Court’s decision in the Alcoa case,
the case was sent to a Circuit
Court of Appeals for final deci-
sion, after Congress amended the
judicial code to enable a Court of
Appeals to serve in such circum-
stances. - The decision, having the
effect of a Supreme Court ruling,
was written by one of the coun-
try’s most respected jurists, Judge
Learned Hand. The Goverament’s
charge against Alcoa was similar
to that in the present General
Motors case. The Government had
charged Alcoa with monopolizing

the .market in virgin aluminum -

ingot, and with engaging in speci-
fied unlawful activities to assist
in attaining this end. Alcoa was
found to control over 90% -of the
virgin aluminum ingot market. In
a ‘sweeping: :decision tuae _court

of the require-

found -‘Alcoa guilty of monopoliz- -
ing ‘the industry in violation of .

- the~Sherman Act, ‘and the court

implicitly - reversed: the ‘“Good
Trust Doctrine” in whican the Su-
preme Court earlier had held -that
monopoly power—the power to
control -the market—was not nec-
essarily a’violation of the ‘anti-
trust laws so long as suca power
was not abused—that is, so long
as the “trust” was a “good” trust.
In the Alcoa case the court said: -
“Be that as’it may, that was not -

‘the way Congress chose; it did not

concdone ‘cood trusts’ and condemn
‘tad’ ones; it forbade all.” ;

,An1 while finding Alcoa guilty -
of ‘unlawful activities under the .
antitruzt laws, the court indicated -
that it wouli' have found Alcoa .
%r.uilty without such specific activi-
ies:

“In order to fall within Section
2 (of the Sherman Act) the mo-
nopolist must have both the power
to monopolize, and the intent to .
monopolize. . . . No monopolist :
monopolizes unconscious of what:
he is doing. So here, ‘Alcoa’ meant :
to keep, and did keep, that com-
plete and exclusive hold upon the -
ingot market with which it started,
That was to ‘monopolize’ that mar-"
ket, however innocently it other= -

.wise proceeded.”

The decision in the Alcoa case
is now associated with the doc-
trine that “monovolization per se”
is illegal—that is, that possession-
cof monopoly power in itself may
constitute a violation of the anti-
trust laws, ‘But the court did not
define such “monopoly power” in
the Alcoa case—it found that Al-.
coa controlled 90% of its market,
and that 90% was sufficient to
make Alcoa a monopoly under the
law. How much less control would-
be similarly regarded was not.
specified by the court. While this
decision was made not by the Su-~
preme Court but by a Court of
Appeals speaking for the Supreme-
Court, the Supreme Court en-
corsed the key portions of Judge-
Hand’s decision in its decision in
the American Tobacco Company
case in 1946. In this latter deci-
sion the Supreme Court stated:
.., the material consideration in
determining whether a monopoly
exists is not that prices are raised’
and that competition actually is
excluded, but that power exists to.
raise prices or to exclude compe-
tition when it is desired to do s0.”

Object to Congress, Not
Justice Department

The key question since the Al-
coa case has been where the court
would draw the line between mar-
ket power; enjoyed to some de=
gree by almost every seller, and
“monopoly power” as in the Alcoa
case. In the General Motors case
now pending it is undisputed that

 General Motors controls over 80%

of the bus market. This may ol
may not be enough, when the court
hears the case, or the court may
decide to reverse itself, or to dis-
tinguish the General Motors case
from the Alcoa precedent. But, to
repeat, the General Motors case
coes not come as a surprise, and
certainly not without close prece~
dents. Those who view the Gen-
eral Motors case with alarm should
direct their fire not to the person-
nel of the Department of Justice,
but to the Congress or to the courts
where the law is written and in-
terpreted. -

The second problem which the
current discussion of the General
Motors case reflects is more basic.
What do the American people
‘want their national antitrust pol-
icy to be? This has been an
unanswered -question since 1890,
‘when we enacted the Sherman Act.

Does Society Want Only
Efficiency? .
To refer to the Times-Star edi-
torial, the writer of that editorial
had little . difficulty interpreting
the language of the Sherman Act.
Yet even his definition is too
vague: “. .. we take monopoly to
-mean a condition in which control
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by one agency eliminates compe-
tition to the detriment of the pub-
lic welfare.”. No.one would dis-
agree with this. But exactly how
do we determine when the elimi-
- nation of competition results in
. “the detriment of the public wel--
fare”? How is the public welfare
+to be defined and recognized?

. This is the responsibility of Con-."

. gress, and Congress. in 1890 stated.

that it was unlawful “to monopo-
- lize. or attempt to monopolize.”
. Failure or inability to spell out
."the intent and meaning of these
. words explains most of the incon-.
. sistent, ‘vague and misunderstood

nature of our antitrust enforce-
- ment  since 1890. Congress -has
_ amended the Sherman Act to grant

unregulated size has.not always
stopped - where. efficiency. would
dictate. Monopoly profits, through
the exercise of monopoly power,
may, in the absence of regulation,
ignore standards of efficiency if
such action is more profitable.
This dozs not suggest any par-

ticular change in antitrust policy. -

But it does indicate the complex~
ity of the problem. :It may be that
our antitrust policy and our anti-

trust law as it now stands is not

consistent with the American pub-

lic’s objectives.- But any suggested
changes in antitrust, policy shquld
take into  consideration the full
complexity of the problem.

Franklin Adds to Staff

(Spec:al to THE FINANCIAL CHRONICLE)
S AN FRANCISCO, Calif —
George R. r‘Lill, Douglas H. Mec-
Beath; Alfred L. Munday and Leo
D. Wilcox have joined the staff of
Samuel B. Franklin & Company,
Clocker Building.

Equitable Secs. Adds

(Special to THE FINANCIAL CHRONICLE)

HARTFORD, Conn.—Walter H.
Singleton has- been added to the
staff of Equitable Securities Corp.,
36 Pearl Street.

Two With Putnam & Co.
(Specfal to THE FINANCIAL CHRONICLE) )
HARTFORD, Conn. — Winthrop
P. Eldredge and Madeline R.
Somers ‘have joined the staff of
Putnam & Co., 6 Central Row.
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Now With Cooley & Co. -

(Special to THE FINANCIAL CHRONICLE)
HARTFORD, Conn.—Mrs, Mary
C. Dower -has become associated
with Cooley & Co., 109 Pear] St.
Mrs. Dower was previously with
Shearson, Hammell & Co.

Joins Schirmer Atherton °
(Special to THE FINANCIAL CHRDN!CLE?
HARTFORD, Conn. — Irving
Eisenbaum has become connected
with Schirmer, Atherton & Co., 37
Lewis Street. -

. partial exemptions to various .

- groups, and to spell out. certain
. types-of unlawful practices since
1890, but has not contributed much
to the clarification of policy.  In-
. stead, this has been the not always
happy lot of the Antitrust Division
of the Department of Justice and

the courts. .
~ 'Much of the dilemma can be

explained by the fact that the
* American people have two cher-
. ished objectives in this field: to
promote, encourage and reward
efficiency in production and dis-
tribution; and to perpetuate an
* economic and ‘social organization
characterized by many small pro-
" ‘ducers and distributors, This sec-
ond objective was referred to by
Judge Hang in the Alcoa decision
* when- he .commented on the in-
" tentions of Congress in ‘passing
the Sherman Act:

“Moreover, 'in so doing it was
not necessarily actuated by eco-
nomic motives alone, It is possible,
because of its indirect social or

moral effect, to prefer a system

of small producers, each depend-
ent for his success upon his own
+ skill and character, to one'in which
* the great mass of those engaged
must- accept the direction of a
few.” . :
Unreconcilable Goals

Unfortunately, these two’ goals
. are not always reconcilable. Nor

are they always recoenized with
equal importance. Efficiency in
production and distribution is well
publicized and well understood,
although ‘sometimes too ' closely
associated with bigness, The so-
cially desirable organization of the
economy and of society is less fre-
quently - discussed, but finds its
way . into public policy councils
obliquely and finds expression in
such unrelated statutes as those
designed to protect.the family=
size farm, to vreserve “fair trade,”
and to penalize mass distributors
through special “chain store
taxes.” We are often embarrassed
by them, because it is difficult to
support them through economic
analysis because they are almost
invariably associated with restric-
tions on-the most efficient meth~
ods of production or distribution.
Indeed, they can not be under-
stood through economic analysis
alone, for they reflect social ob-
jectives which may be completely
unrelated to efficiency. And, onan
abstract level, almost every citi-
zen will agree that efficiency is
not the only end of public policy.

The question of control and pro-
tection against abuse of power is
another argument for maintaining
a system of small producers. The
force of competition, which we-all
support in the abstract as our
main protection against the abuse
of others, may be adequate in an
industry characterized by only a
few large producers or.in an in-
dustry dominated by one.or more
giants, but it may also, in the ab-
sence of public policing, be sub-
verted through not only the obvi-
ous and . crude methods of con-
spiracy and combination, but also
through the more subtle tech-
nigues of price leadership, tacit
agreement, and sheer size alone.
Historically, market power was
feared because of the political
power  that sometimes accom-
panied economic power. And it is
also true that, at least in the past,

pitized for FRASER
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YESTERDAY THE JUNGLE . . . TODAY PRODUCING ACRES

A wasteland of trees, creeping vines and stagnant lagoons, ‘unchanged for
centuries. That was yesterday. Today by the miracle of modern machinery

and trained, willing hands, the jungle is a fertile farm, producing
crops needed by the Americas. '

in abundance

Working together, each utilizing the skills of the other, men of good will are

bringing the rich earth of Central America and the great markets of North

THIS LIVING CIRCLE

STRENGTHENS THE AMERICAS

America into a living circle of trade and better- living. The more commerce

between the Americas, the stronger and more prosperous all of us will be,

United Fruit Company

General Office: '80 Federal St., Boston '10, Mass.

United Fruit Company has been serving'
the Americas usefully for 55 years—re-
claiming wasteland, stamping out dis-

- ease, developing human skills, helping

by research, new techniques and trans-
portation, to increase the production and
sale of bananas, sugar and other crops, )
and expediting communications.
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Public Utiiity Securities
By OWEN ELY

Washington Water Power- Co.
Pacific Northwest Power Co.

Washington Water Power sup-
plies - hydro-electric power to a
population of about 530,000 in
north central and eastern: Wash-
ington and northern Idaho, Spo~

. kane being‘ the principal - city
served. The company has a long
record, dating from 1889, and has
paid dividends for 60 years. As
the result of PUD condemnations,
the company has lost.some prop-
erties but has also gained others.
The 48,000 kw hydro plant at
Chelan, Wash., was sold to a PUD
in 1955 for $20 million but the
company received nearly double
book cost, and also negotiated an
agreement with the PUD to direct
plant operations for 40 years and
to buy the full power output, with
the exception of small local re-
quirements.

The company recently purchased
the facilities owned by Citizens
Utilities in and around Deer Park,
Wash., for $950,000. On Nov. 22,
the voters of Stevens County,
Wash., approved the sale of PUD
properties to the company for
$2,905,000. On Aug. 30, the com-
pany purchased a property from
Bunker Hill Mining Company,
serving Kellogg, Idaho, and adja-
cent area.

Principal industries in the area
are agriculture, lead, zinc and sil-
ver mining, lumbering and related*
operations, and aluminum refin-
ing whichzuses. large amounts:of-
power,

Washington Water Power’s resi-
dential electric rate, 1.24c per
kwh, is among the nation’s lowest
due to cheap hydro-electric pow-
er. As a result residential use of
electricity averages 7.792 kwh (up
557 kwh over the previous pe-
riod) or about 25 times the na-
tional average. Residential and
rural sales provide half of electric
revenues, commercial 21% and in-
dustrial 20%.

The introduction of natural gas
to the area is expected to stimu-~
late industrial growth but is not
expected to make any serious in-
roads into residential uses of elec-
tricity for cooking, water heating,
etc. An aggressive sales program
is expected to raise the usage of
other electric appliances including
refrigeration, lighting, heating,
and automatic laundry equipment.

Generating capacity currently
aggregates 354,650 kw. Construc-
tion of the company’s ' Noxon
Rapids hydro project will add
200,000 kw. to the system in
each of the years 1959 and 1960.
The Company buys approximate-
ly 10% of its power supply from
Federal agencies including Bon-
neville, but Noxon should make
it self-sufficient. It expects to
spend in the next five years near-
ly as much on construction of
generating ‘ facilities ‘as it spent
in the past 67 years.

Washington Water Power’s
share earnings have increased
consistently from $1.02 in 1949 to
$2.11 last year, and President Kin-
sey Robinson forecasts $2.30 for
-the calendar year 1956, with next
year’s earnings “a little bit bet-
ter.” In addition to the published
earnings the.company has large
tax savings—equivalent to $1.16 a
share last year — resulting from
five-year accelerated amortiza-
tion of the big Cabinet Gorge
Plant. As another result 83% of
the company’s dividends last year
were free of [Iederal -income
taxes. (The amortization of Cabi-
net Gorge cost will end in 1957,
but Noxon might provide similar
savings.) Dividends have been
paid for about 60 years on the
common stock.

The common stock is currently
selking around 37 and pays $1.80

igitized for FRASER

to yield 4.9%. Based on estimqted
1956 earnings of $2.30, the price-
earnings ratio is 16.1. The Com-
pany does not expect to do any
equity financing before 1960.

Because of the need for addi-
tional power in the northwest
from 1960 on, when the big Fed-
eral hydro projects will have been
virtually completed, four private
utilities—Washington Water Pow-
er, Pacific Power & Light, Port-
land General Electric and Mon-
tana Power — have organized the
Pacific Northwest Power Com-
pany headed by Kinsey Robinson.
This company about a year ago
filed an application with the FPC
for a license to build the “Moun-
tain Sheep-Pleasant Valley Hydro
Electric Project” on the Snake
River, between Oregon and Ida-
ho below Hell’'s Canyon, which
would compare in size with the
big Federal dams. Assuming that
an FPC license is obtained soon,
development work could start im-
mediately with the project in full
operation by Jan. 1, 1960. It would
cost about $213 million and would
have' an initial capacity of over
1 million kw. and ultimate capa-
bility of 1.4 million kw, Cost of
energy per kwh in the first year
is estimated at only 3.37 mills.

The six hydro-electric genera-
tors to be built for Pleasant Val-
ley will. be the largest in the
world—49 feet in diameter—and
will - produce ;170,000 kw each.
Pleasant Valley Dam will be one
of the highest “true arch’” dams
in the world—534 feet high.

It is planned to finance the en-
terprise on an 85-15% capital
ratio, similar to the capital set
up of other large hydro and steam
plants of base-load character, if
the SEC approves. This would
mean about $181 million bonds
which (according to literature on
the project) the Company seems
hopeful of placing with insurance
companies on about a 3%2 % basis.
Earnings on common stock would
be limited to 8%, it is reported,
with indicated dividend payments
of 6%. The project will be co-
ordinated with the operation of
the Northwest Power Pool.

Witter Branch in Everett

EVERETT, Wash.—The opening
of modern brokerage offices by
Dean Witter & Co. marks the first
time a member firm of the New
York Stock Exchange has been
established in Everett.

. The new Dean Witter: &: Co:-

office 'in the First National Bank
Building is the 30th to be opened
by the firm and the third in the
State of Washington. Other offices
are located in Seattle and Tacoma.

Norman = Smith, who will be
manager, has been with Dean
Witter & Co. since Octobey: 1949
and previously was a staff ac-
countant for McLaren, Goode &
Co. He is a graduate of the Uni-
versity of Minnesota and served
as an officer in the U. S. Navy
with the amphibious forces.

The new Dean Witter & Co. of-
fice will have complete statistical
services, market quotations, direct
private wires to the firm’s offices
from coast to coast. An exclusive
service will be the firm’s tele-
phonically transcribed market re-
port which gives apptroximately
one minute of stock market news
and comment automatically on
any telephone.

Three With Logan
(Special to THe FINANCIAL CHRONICLE)
L.OS ANGELES, Calif.—Leo M.
Katz, Ingrid B. Langton, and Rob-
‘ert A. Smith have become affili-
ated with J. Logan & Co., 2115
Beverly Boulevard. .
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EleclronicS,Comés of Age

the long run, actually reduce po-
tential sales and cause the public
to distrust or lose confidence in
the industry.

Premature Color Television

Our research and development
engineers are busy constantly de-
veloping new ‘products and im-
proving old ones. We have every
reason to believe that in 10 years,
a major share of our business will
come from products that are not
in production today. But we must
be, patient and demonstrate our
maturity to -the public by not
rushing headlong into the market
before adequate technical and
market research has been done.

In this highly competitive busi-
ness, chance to outdistance other
firms should not be used as an
excuse for marketing new devices
which have not been tested prop-
erly or refined to the point where
they will be accepted by the
public. |

I feel that electronics industry
members should ask themselves
whether the problem of the intro-
duction of color television service
has been handled properly. There
are several questions which can
well be asked. For example:

(1) ‘Was' color technology far
enough advanced when attempts
were first made to market color
receivers and is it far enough ad-
vanced now to provide dependable
and relatively satisfactory color
service from the standpoint of the
CONSUMET? izt iy aaigdn i o i

(2) Since color is an additional,
and not a new service;, have we
adequately analyzed consumer
buying preferences .and motiva-
tion in order to determine the
premium that the consumer will
pay for color?

Monochome TV Sets

I firmly believe that within the
next eight to 10 years, color tele-
vision will give us one of the
greatest opportunities for in-
creased dollar volume, but I do
not. mean to indicate that mass
production and mass sales of color
receivers are that far in the
future. Color television still rep-
resents a serious technical and
commercial problem but a prob-
lem the solution of which looms
closer and closer each day.

Until we can solve the color
problem to the complete satisfac-
tion of the consumer, we face the
additional problem of providing
monochrome sets that are attrac-
tive to the public. Market analy-
sis, combined with product plan-
ning and  good  engineering, for
example, ‘showed that the con-
sumer was ready for a low price
“portable” and that such a re-
ceiver could be built. The “port-
able” provided the key' to the
second set market and the answer
to the interim period before suc-
cessful introduction of color can
be accomplished.

Otto Kleppner, the noted adver-
tising - authority, points out that
every new product launched on
the market enters what he calls
the advertising or marketing spi-
ral. This ever-widening spiral
consists of three phases: pioneer-
ing, competitive and retentitive.
In the pioneering stage, the basic
merits of the product and its
utility to the consumer must be
shown. Then, as it becomes ac-
cepted by the public, other firms
start making the same product
and it reaches the. competitive
stage. i

If the product remains the
same and is not improved upon,
it goes into the retentive stage
which, in effect, is stagnation. If,
however,. the manufacturer im-
proves the basic product to give
it greater utility, it moves into a
new pioneering stage. And, as the
competition copies the improve-

ments, the product reaches a new
competitive stage. And so the
spiral continues. oy :
Now, when monochrome televi-
sion was first placed on the mar-
ket, it provided a distinct new

service and it was truly in the.

pioneering stage. As more manu-
facturers entered the field and as
improvements were made, mono-
chrome television passed rapidly
through the various stages of the
spiral.

Color Not a New Product

But, when color television ap-
peared- on the horizon, the indus-
try treated it as an entirely new
product rather than simply- an
improvement or refinement of an
established product. And we soon
found out that the consumer has
definite restrictions as to what
premium he will pay for such im-
provements. '

What is true of color television
is true of any other electronic
product. The cost of development
and manufacture must be in
alignment with the allocation the
consumer is inclined to make from

his disposable income, based on’

his individual standard of living.

The lesson we have been
taught by color television is that
no industry should become so in-
flated by past success that it

.allows itself to drift along com-

placently with the idea that the
public is willing to buy any prod-
uct we produce whenever we
choose to produce it.

Presenting the right product to
the right market at.the right time
and at the right price is a respon-
sibility we owe our customers.

Meeting Military Needs

Toward our military customers,
we have even more responsibili-
ties. It is an axiom in our indus-
try that the military wants every-
thing delivered yesterday. And a
glance at the world news head-
lines in our daily papers cer-
tainly justifies that desire. We
must never fail to fulfill our re-
sponsibilities for the research,
development, production and de-
livery of military products. We
must never, for an instant, rest in
our pursuit of greater reliability.

Actually, we have two good
reasons for being thankful for the
military. First, because they are
protecting America from the
rumblings of a restless world.
Second, because many military
electronic developments have

found commercial applications"

which have helped build our in-
dustry. This cross-pollination, as
it were; of ideas between the mili-
tary and commercial areas has
been a prime factor in the stimu-
lation of electronic growth. The
radar that saved England from
the Luftwaffe now helps commer-
cial airliners land safely in fog,
darkness and rain. And the tele-
vision ~set that enables us to
watch the national political con-
ventions from our' living room
permits the military combat com-
mander to see and  direct his
troops over a wide area while he
remains at a central point.

Although every person in the
United States is a potential cus-
tomer of the electronics industry,
there are some specific groups
toward which we have special re-
sponsibilities. .

For example, there are our
stockholders. Of course, our pri-
mary, effort must be directed
toward assuring them a reason-
able return on their investment.
But other things are important,
too. We must not regard stock-
holders as mere addressees to
which dividend checks.are sent.
Today’s stockholders come from
every age group and every in-
‘come level and they are taking an
unprecedented interest in the op-

eration of our companies. It is

‘our 'responsibility ~to’ keep ' them °

fully informed.

-Assuring Risk Capital Flow

If we are to assure the continu-
ing flow of risk. capital, upon
which our further growth and ex-
pansion rely, we cannot fail to
work unceasingly to  provide .a
fair return on investments.  We
must work against such harmful
factors as flagrant misrepresenta~
tion. We must stand firmly against
unfair and confiscatory taxation.

Our employees are another
group which merits special con-
sideration.” Our responsibilities in
this area include the providing of
good pay, pleasant working condi-.
tions and steady jobs. Manage-
ment must take a genuine interest
in employee welfare. The so-
called “human 'touch” must be”
made an integral part of our phi~
losophy and practice. Happy em-
ployees make good workers and
good citizens.

We have very definite respon-
sibilities toward the communities
in which our firms are located.
Here is what Bertrand R. Can-
field, of the. Babson Institute of
Business Administration, has to
say about this subject: “Both the
people and the institutions in a
community have interrelated re-
sponsibilities which must be rec-
ognized if all are to enjoy the
benefits of community life.

“Business has the right to ex-
pect the schools to provide well-
educated employees with good at-
titudes, skill and work habits; the
churches to contribute persons of
good morals and character; the
local government to furnish fire,
police, and sanitary protection and
highway . facilities; .the public
utilities to provide water supply,
gas, electricity, arid transportation;
and the social service organiza-
tions to contribute health, hospital
and medical facilities.” :

Mr. Canfield goes on to say,
“The community, in turn, has a
right to expect business organiza-
tions to provide regular employ-
ment, good working conditions,
fair pay, and satisfying work; to
purchase goods and services lo-
cally and put more money in cir-
culation in the community; to pay
its share of taxes to support the
local government; to contribute
to worthwhile local charitable and-
cultural projects; and to be a
good neighbor, keeping a. clean
and attractive place of business.

“The community looks upon a
business as a local institution
which should be operated for the
benefii of the town or city as well
as in the interest of its stockhold- .
ers, employees, and customers. A
business, like other community in-
stitutions, can exist only so long
as the public permits it to en-
dure.”” ¢ ‘ g

Educational Needs

Let me add a few words about
educational institutions. Our re-
sponsibility in this area is greater
than it has ever been before. As
Frank W. Abrams, former chair-
man of the board of Standard Oil
of New Jersey said, “It has be-
come clear to many men of man-
agement that such a broad ques-
tion as education is a matter with
which corporate citizens, as well
as individuals, have the obligation
to concern themselves.”

We in the electronics industry
are going to have to double our
present numbers of engineers
and technically-trained men and
women in the next 10 years in
order to keep abreast of the mar-
ket. And we will have to.depend
on -the schools and colleges to-
provide us with these people. I
don’t need to remind any of you
of the present shortage of engi-
neers - and other scientifically
trained personnel. But I should
remind you that each of us, ac-
cording to his talents, should do
everything possible to help our
educators. LT L

This can-be done in several
ways: by financial grants; by the
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providing ‘of scholarships; by the
underwriting of research and de-
velopment programs; and . by- en-
couraging young people to study
science ‘and mathematics. Every
company, however large or small,
can .do: its share. This is our re-
sponsibility to education. {

Radio Spectrum

There is one more area in
which we have a definite respon-
sibility. That is in the: efficient
use -of what might be called one
of our great natural resources—
the radio spectrum. For.example,
it is only through the effective
utilization of the ultra-high-fre-
quency channels that we will be
able to expand into a truly na-
tionwide competitive  television
service.

If we continue to use only the
12 channels reserved for  very-
high-frequency transmission,
there is distinct danger that we
may lose the 70 UHF channels
simply through lack of use.

These 70 UHF 'channels com-
prise 85% of the spectrum space
now allocated for television broad-
casting. They are the television

reappraisal.”- But .they are  the
sort .of decisions that will meas-
ure our stature as a responsible
industry. :

First, we will all benefit from a
more even:-rate of growth. This
stability will emable us to expand
in a better business climate which
we will have. created for our-
selves, What the economists some-
times call “temporary disloca-
tions” within “an industry are
veritable crises when brought
down to the specific company or
individual level.

Second, we will benefit by hav-
ing the industry on a sound finan-
cial and economic footing. :Risk
capital is still needed by the elec~
tronics industry. If we can dem-

onstrate and prove our responsi-
bility, investors will be ‘more
likely to provide the funds we

need to exploit our vast develop-
ment potentialities.

Third, we will avoid the danger
of governmental intervention . and
control.’” Our.lawmakers are con-

stantly “on  the -lookout “for  in-
stances of irresponsible actions
which can cause damage to. the
public, economically or otherwise.
There- have been numerous - ex-
amples of this in the history of
other industries. ~Standards of
ethical business conduct should be
as important to us as standards of
ehgineering.

What will happen' if we do not
face up to our responsibilities?
The whole industry will suffer be-
cause the public will lose confi-
dence in us, They will hesitate to

invest their capital in our firms,
to buy 'our products, to work in

our plants, and to have us settle’

in their communities. - . S0 e
As an industry, we have come

of age, we have unbounded poten-
tial for growth. As we extend our
basic knowledge, as.we learn to
apply ‘that -which we now" know;,
the uses of electronics expand in
like ratio. ; )
This truth makes -more binding
upon ‘us the responsibilities we
face as a mature industry. If we
accept these responsibilities with
the same enthusiasm with which
we have tackled our technological
problems, there can be no doubt
as to the brightness of the future
of our industry. : :

L

(1889). .21

'Hamilton Managem’t Adds
(Special to Tue FINANCIAL CHRONICLE)

DENVER, ' Colo. —. Everett. I
Bird, William Broomhall, William
B. Clement, -Gerald M. McKeel,
Ray M. Roberts, Robert E. Valley, -
ar}:ih Il}lcha]rd F. . Young: are now °
wi amilton Management Corp.
445 Grant Street. = i

Joins Walker Staﬂ"

(Special to TuE FINANCIAL CHRONICLE)
RRIDGEPORT, Conn.—Breslav
Walter, Jr. is now with G. H.
Walker & Co., 118 Bank Street,.

With Whitehall Secs.

(Special to TrE FINANCIAL CHRONICLE)
MIAMI, Fla.—Edward J. Lopez
has been added to the staff ‘of
Whitehall Securities Corporation.

industry’s most precious resources. -

If lost by re-allocation to other
services, they can never be re-
gained and satisfactory expansion

of television coverage will be vir-

tually impossible.

Three Factions to Consider

There are three factors to con-
sider in the move from VHF to
UHF. The first is technological
and here we have a job of fact-
finding to do. Present UHF serv-
ice and the possibility of still
further improvements must be
studied to determine whether
UHF service can be made reason-
ably | comparable "to VHF. We
must study the economics to de-
termine the possible cost ‘of the
move. And third, if technology
and economics prove feasible, we
must then attack the problem of
education. We must obtain the
full concurrence of the public
through obtaining recognition that
the move is in the public inter-
est and that set owners will not
be penalized through forced obso-
lescence of their sets.

Of course, this change from
VHF to UHF could not be accom-
plished over night.  But plans
must be made now, before ‘it is
too late. If this changeover were
spread over a period of seven to
10 years, the economic loss to the
public. could be reduced to the
absolute minimum.

Now Is the Time

Obsolescence is a key factor
here. The average life of a tele-
vision receiver is estimated at
seven years and studies show we
are now just entering the period
of mass-replacement purchases of
receivers. This is the time to seri-
ously consider the transition.

‘An early decision to move tele-
vision to the UHF channels, if
such action can be shown to be
feasible, would help insure that
all sets purchased after the deci-
sion will be capable of receiving
UHF programs. To further ease
the transition, existing station op-
erators should have the right to
transmit simultaneously on both
VHF and UHF channels. If- this
is. allowed, station operators
should be permitted quicker
amortization of transmitters, since
. this is the only station equipment
affected by the transition.

‘These are some—but not all—of
our responsibilities as an industry
or as members of an industry.

Benefits From Responsibilities
Met

Now let us examine briefly the
benefits that will be derived if we
all decide to accept the responsi-
bilities that have been discussed.
Sometimes these decisions are not
easy to make. They can demand
much earnest soul-searching and
perhaps making what John’ Foster

Dulles has called an “agonizing :
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WE’'RE SENDING

THROUGH THE AIR

Bell System networks can now

carry color TVito 190

i broadéasting

iif (FU¥E L8 Bt T
stations:in 134 cities"

Marching right along with progress in

color TV —and
ble—is the Bell

helping to make it possi-
System.

As the needs of: broadcasters and the
public have increased, we have provided

more and more

of our facilities with the

special, more intricate equipment needed
to transmit color TV.

This country-wide network, linking 190
broadcasting stations in 134 cities, is al-

ready capable of

bringing color TV within

range of millions of people.

The Bell System provides service not
only for the transmission of network pro-
grams but for the transmission. of special
programs over closed circuits. There’s a

growing use of
"hospitals, hotels

this service by theaters,
and many businesses.

It adds up to a lot of moving ahead and
new areas of opportunity for the telephone

company,

TV programs are flashed from tower to tower by microwaves

This tall tower at Salt Lake City,
Utah, is part of the Bell System net-

work that carries color TV, as well

as black and white, from city to
city. The nationwide Bell System
TV network is manned by 1000

trained craftsmen with specially de-
signed equipment. Day and night,
they help to maintain the quality
and efficiency of TV transmission
over more than 73,00¢ channel
miles of wire, cable and radio relay.

THIS BELL SYSTEM NETWORK is
equipped to bring color TV, as well as black
and white, within reach of millions of people.

L ]

BELL TELEPHONE SYSTEM
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John F. Sammon Joins
- John J. 0’Kane, Jr.

John F. Sammon has joined the
Trading -Department of John J.
O’Kane, Jr. & Co., 42 Broadway,
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Bank and Insurance Stocks
By ARTHUR B. WALLACE’ ‘
This Week — Bank Stocks

-3 |
- *% " IRVING TRUST COMPANY, NEW YORK CITY

J. F. Sammon

New York City, and will §peciali_ze
jn mining securities and in special
ituations.
SltIl'ie was associated with Bear,
Stearns & Co. prior to organizing
the firm of J. F. Sammon & Co.
who were in business for 15 years,
and recently resigned as partner
in Wm. L. Burton & Co., members
of the N. Y. Stock Exchange.
Mr., Sammon was one of the
original group who orgapxz_ed the
Security Traders Association ‘of
New York and is/still an active
member.

Phila. Mun. Bond Glub
Luncheon Meeling

PHILADELPHIA, Pa. — The
Municipal Bond Club of Phila-
delphia will hold a luncheon at
the Union League on Monday,
Oct. 8, at 12:30 p.m. The Honor-
able Sinclair Weeks, Secretary of
Commerce, will deliver a brief
address on “The Highway Pro-

With Mutual Fund Assoc.
(Special to THe FINANCIAL CHRONICLE), '

SAN FRANCISCO, Calif.—John
W. Hamilton, Jr., Virginia M.
Klimpen and D. Bruce McRae have
become affiliated with Mutual
Fund Associates Incorporated, 506
Montgomery Street.

With Hincks Bros.

(Special to THE FINANCIAL CHRONICLE)
NEW HAVEN, Conn. — Alfred
DeGenaro has become associated
with Hincks Bros. & Co., Inc., 157
Church Street. He was formerly
with Norman F. Dacey & Asso-
ciates.

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Goverrment in
Kenya Colony and Uganda
Head Office: 26 Bishopsgate,
London, E. C. 2.

West End (London) Branch:
13, St. James's Square, S. W. 1.
Eranches in India, Pakistan, Ceylon,
Burma, Aden, Kenya, Tanganyika,
Uganda, Zanzibar, and Somali-
land _Protectorate.
Authorized Capital..._£4,562,500
Paid-Up Capital_ £2,851,562
Reserve Fund___ 3,104,687
The Bank conducts every description of
banking and exchange business.
Trusteeships and Executorships
also undertaken

BANK

and

INSURANCE
STOCKS

_Laird, Bissell & Meeds

Members New York Stock Exchange
Members American Stock Exchange
120 BROADWAY, NEW YORK 5, N. ¥,
Telenhone: BArclay 7-3500
Brll Teletype—NY 1-1248-49
(L. A. Gilbs, Manager Trading Dept.)
Specialists in Bank Stocks

Irving Trust Company traces its origin to two banks organized
in 1851, the Irving Bank and the New York Exchange Bank. Both
subsequently took national charters. In 1907 they consolidated
under the title Irving Exchange National Bank. Through natural
growth and union with other banks, prominent among which were

" Mercantile National Bank in 1912, and Lincoln National Bank in

1920, Irving’s capital reached $23,000,000 in 1923, with deposits of
$262,000,000. In that year Irving and Columbia Trust merged. The
national charter was then relinquished and Irving continued as a
trust company under the special state charter. that had been
granted to Columbia Trust. In 1926 American Exchange-Pacific
National Bank were merged with Irving, which brought capital
funds to $60,000,000 and deposits to $628,000,000.

In 1931 the bank’s new main office building at One Wall Street
was occupied; and at present there are eight branches. Irving
conducts a general banking and trust business. .

Statement of Condition — June 30, 1956
ASSETS
Cash and Due from Banks
U. S. Government Securities
Securities Issued by Govt. Agencies-_-
Other Securities
Stock in Federal Reserve Bank

$437,135,535
347,009,250
38,996,511
4,530,098
3,150,000
766,646,911
22,780,271
16,735,355
33,610,925
5,905,379

$1,676,510,235

Mortgages

Banking Houses

Customers’ Liabilities for Acceptances |
Accrued Interest and Other Assets.._.

LIABILITIES A
$1,492,755,232
11,350,305
2,000,000
36,037,445
6,356,331

Deposits
Taxes and Other Expense
Dividend Payable
Acceptances: Less Amount in Portfolio
Other Liabilities
$50,000,000

Capital
55,000,000

Surplus:
Undivided Profits 23,010,922 - - 128,010,922

$1,676,510,235
A breakdown of these assets into principal categories follows:
. 26.0% Mortgages 149
U. S. Govt. Obligations 20.7 - Real Estate 1.0

Other Securities__J_. 4 2.8. Miscellaneous Assets __ 2.4
Loans: sisuisisins SR [y 4

The bank’s portfolio of United States Government obligations,

excluding the F.H.A. mortgages, was distributed in the following

maturity groupings at the last several year-end dates.

Maturities
1947 1948 1949 1950 1951 1952 1953 1954 1955
Up to 5 Years 84% 83% "12% 72% 8% 1% 79% 0% 12%
51to 10:Years 7.-10 18 °::28°. .22 29 ' 21 *¥30:%28
Over 10 Years 9 i 0ot imin e otk e S S S

*Due ix five or more years.

The following schedules give, first, a breakdown of the bank’s
sources of gross income; secondly, the average rate of return
derived from its securities holdings and from its loans:

Break-Down of Sources of Gross Income
1948 1949 1950 1951 1952 1953 1954 1955
Loan Interest 41% 48% 52% 62% 63% 63% 56% 61%
Int. & Divs. on Securs. 33 32 29 20 20 21 27 22
Fees, Commis. & Misc. 20 20 19 18 17 16 17 17

Average Rate of Return
1948 1949 1950 1951 1952
: % % o %
On Loans & Discts. 2.77 2.65 2.77 3.05 '3.29
*On Securities 197 196 1.97 2.09 2.16

1953 1954
% %
348 335 3.61
2.67 248 2.7

1955

*0On Government obligations.

From these tabulations it is apparent that Irving’s trend on
the maturities of its Governments has been to lengthen a little.
More noticeable, however, is the fact that in the 1948-1955 period
the gross income derived from securities has shrunk by 33%,
while the proportion of gross coming out of loan operations has
increased by about 30%: As the last table shows an increase of
30% in the average rate of return on loans, it is here that we find
a main contribution to Irving’s steadily rising.trend in operating
earnings.

Ten-Year Statistical Record — Per Share

Book Operating Invested Divi- ~—Price Range——
Value Earnings Assets dend High Low

$2254  $135 - $179  $0.80 - 20 15%
©1.28 176 0.80 18% 143

1.36 170 0.95 16% 1434

1.38 173 0.80 175% 1454

1.48 190 0.90 197% 167

1.55 198 1.40 22 18

1.63 214 1.10 237 2034

1.73 217 1.20 24 2053

1.80 239 130 2934 223

2.20 244 1.62 3284 29

Thus in the decade book value increased by about 14%j; oper=
ating earnings 63%; invested assets 36%; dividends 102%.
; The stock sells at present at about 34, at whichprice the
return on the $1.62 dividend is about 4.77%, a generous yield on a
“high grade bank stock investment. The stock is selling at about
15.5 times 1955 operating earnings. In that year 8.7% was earned
on -the year-end book value; and 74% of operating earnings was

disbursed as dividend.

Irving’s unbroken dividend record goes back 50 years. The
stock is on a regular quarterly basis of 40 cents, but as this repre-
sents a pay-out of only 73% of the 1955 operating earnings, and
1956 earnings ara likely closely to approximate $2.50, there
appears to be ample room for the declaration of a year-end extra;
a total of $1.75 a share for the year would be within a conservative

range of the expected operating

earnings.

Continued from page 2

The Security I Like Best

chra, servo motors, resolvers,
motor tachometers, induction
potentiometers and hiptersis mo-
tors, all components of automatic
computation, regulation and per-
formance systems. Also several
electronic instruments such as an
automatic digital controller for
use in the machine . tool and
chemical industries.

(4) Audio, the manufacture of
magnetic tape recorders for mili-
tary and civilian use, best known
in civilian fields as the Con-
certone suitable for the profes-
sional user as well as the high
fidelity enthusiast.

As in any company the factor
of management is of top impor-
tance. It has been my privilege
to have 'personally known and
observed the top echelon of this
company and I approve of their
business philosophy which, simply
stated, is this: A theory must be
commercially profitable and pay
dividends. In. other: words, they
operate as pioneers, not as ex-
plorers. !

The company’s capitalization is
simple and compact; consisting of
$1,250,000 convertible debentures
5s due May 1, 1967, and 517,860
shares (outstanding) of $1 par
common stock. Authorized com-
mon stock amounts to 850,000
shares, of which 87,719 are re-
served for the conversion of the
debentures (the conversion price
for these debentures commences
at 14Y; and increases to 16% in
1959). Fifty-four per cent of the

outstanding common stock is pres- .

ently owned by the top manage-
ment, who have waived dividends
on all stock owned by them in
order that working capital may be
adequate to handle their rapidly
increasing volume,

It was not until June, 1954, that
the public was invited to help
finance the growth of American
Electronics. The initial offering
was 160,000 shares at $4 per share.
Subsequently, in May of 1955,
$1,250,000 of convertible deben-
tures were offered.. On April 12,
1956, the common stock was offi-
cially listed and traded on the
American and Los Angeles stock
exchanges.. The convertible de-
bentures are traded actively in
the unlisted markets.

The company entered 1956 with
unfilled orders of over $6% mil-
lion on hand. Net sales for six
months ended June 30, 1956,
totaled $3,596,074, or 29% above
a like period a vear earlier, and
net profits of $185,412 were 17%
greater than a year earlier. Per
share earnings totaled 36 cents.
In commenting on overations for
the first half, P. W. Zonne, Chair-
man, said: “A substantial increase
in deliveries is expected for the
remainder of 1956 and our staff
has been built up to meet the in-
creased production schedule. At
the beginning of the year we had
approximately 500 employees—
now we have 650, and by the end
of the year we will number be-
tween 750 and 800.”

The management states that
1956 will witness the receipt of
something over $15 million in
orders with deliveries totaling
close to or over $10 million. At

this rate of operations, per share
earnings should run somewhere
between 80 cents and $1. ;

Currently selling on the Ameri-
can and Los Angeles stock ex- .
changes around 13%, and paying
50 cents a share in dividends, a
yield of 3.8% is available. This -
price is less than 10% belew the
conversion price for the deben=-
tures, thus making these bonds -
attractive for the investor who
prefers a more conservative  in-
strument than a common stock.
With -unfilled orders at the cur- .
rent date totaling close to $10
million, I feel that substantially
higher prices for this stock could
be justified. g '

As previously noted, American
Electronics has outstanding con-
vertible debentures and common
stock. I would consider the stock
suitable for any investor, individ-
ual or otherwise, whose primary
objective was growth.

Based on conventional invest- -
ment principles the stock prob-
ably would: not be suitable for
widows and orphans although it
would certainly offer some hedge
against the declining value of
the dollar, which every day is -
eating away the real value of
mediyms we consider to be risk-
less avenues such as savings ac-
counts, government bonds, etc.

For investors or speculators
wishing a medium other than a
common stock, the company’s de-
bentures seem to have a great
deal of merit. |

Elected Directors

The election of George S. Jones
and Alfred W. Kleinbaum, part- -
ners in the investment banking
firm of Wertheim & Co., as direc- -
tors of Gulton Industries, Inc., has
been announced by Dr. Leslie K,
Gulton, President of the Gulton
organization. At the same time it
was disclosed that Wertheim &
Co. recently acquired a stock in-
ierest in the company.

Gulton Industries, Ine., is a
producer of piezoelectric ceramics,
which are used in electronic ap-
plications where miniaturization
and precision are important,

With Bache & Co.

Bache & Co., members of the
New York Stock Exchange and
other leading exchanges, have an-
nounced that Herbert I. Schein-
feld has joined their midtown
branch office, located at 333
Seventh Avenue, New York City,
as a registered representative.

New registered representatives
in the branch offices of Bache &
Co. also include Lee Lewin, Bev-
erly Hills, Calif.; William E. Mor-
ris, Philadelphia; and James D. .
Rutter, Tulsa, Okla.

Six With Morton

(Special to THE FINANCIAL CHRONICLE) .
BOSTON, Mass. — James G.
Birmingham, Gerald J. Erlick,
Morris L. Hurwitz, Joseph P. Par-
adis, Ernest F. Pecci and George
S. Scruton are mow with B. C.

Morton & Co., 131 State Street.
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" Ralph G. Randall With
- Taylor & Co. '

CHICAGO, Il1.—Ralph G. Ran-
dall has become associated with
 ~Taylor & Co., 105 South La Salle

Street, in the trading department.

. Mr. Randall,
who has been
in the invest-
ment business
for the past 36
years, has re-
cently been
associated
with First Se-
curities Co. of
Chicago. Tay~
lor- & Co. has
recently in-
stalled private
wire - connec-
tions to New
York, St.Louis
and Kansas
- City, as well as clearing arrange-

ments on the Midwest Stock Ex-
change with local and wire-con-
. nected dealers. Mr. Randall will
assist in servicing these connec-
: tions- as well as in retail sales
force requirements.

Harvey M. Wilson has also be-
“'come connected with the firm as
representative. He was also pre-
viously with First Securities Co.
of Chicago.

No. American Avialion
Offer Underwritien by -
Morgan Stanley Group

North American Aviation, Inc.,
is offering its stockholders of rec-
ord Sept. 7 rights to subscribe
for 1,145,011 shares of capital
stock (par $1) at $38 per share on
the basis of one new share for
each six shares held. An under-
writing group headed by Morgan
Stanley & Co, will purchase any
unsubscribed shares upon termin-
ation of the offer on Sept. 24.

The company plans to use the
proceeds for capital expenditures
on . further: expansion and for
working capital. At the end of
the current fiscal year the coim-
pany’s expansion program will
have .required the expenditure
of $22,000,000, and it is expected
that a program of similar scale
may continue next year. y
' North American Aviation, Inc.,
is a major integrated airctaft com-
pany which designs, develops and
manufactures various types of
aircraft and missiles, principally
for the U. S. military  services,
The company is presently produc-
ing F-86 and F-100 jet fighters
for the Air Force and FJ-4 jet
fighters - for the Navy and has
various other :types of aircraft
under development. The major
current project in the missile field
is the SM-64 Navaho
missile which is now in the ex-
perimental flight test stage. ‘The
company also manufactures- elec~
tromechanical equipment for air-
craft and missiles, liquid-propel-
lant rocket engines, and does both
government and private .atomic
development work. Organized in
1928, North- American now has
about 69,000 employees with prin-
cipal plants at Los Angeles,
Fresno, Santa- Susana, Downey,
and Canoga Park, Calif., and Co-
Iumbus, Ohio.

Total net sales and other in-
come in the nine months ended
June 30, 1956 totaled $636,742,000
compared with $580,382,000 in the
same nine months of 1955, Over
99% of these sales for both pe-
riods were made directly or in-
directly to the U. S. Government.
In these periods, net' income
amounted to $22,323,000 in 1956 as
against $23,635,000 in 1955. In the
1955 fiscal year, total sales and
income aggregated = $818,541,000
and net income was $32,349,0600.
At June 30, 1956, the company’s
backlog of uncompleted contracts
was about $1,268,000,000.

Including the initial quarterly

' Ralph G. Randall
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dividend of 40 cents and the extra
dividend of 40 cents declared for
payment Oct. 5 on the split stock,
dividends ~for ‘1956 ' aggregate
$1.92%, a share, after adjustment
for the two-for-one stock split in
August of this year.

Elected Director

Edwin L. Kennedy, partner in
the investment banking firm- of
Lehman Brothers, has been elected
a director of Murphy Corp.

Mr. Kennedy is also a director
of Kerr-McGee Oil Industries,
Inc.; Gas Properties, Inc.; Distil-
late Production Co.; and Inde-
pendent Petroleum Association of
America, g

Halsey, Stuart Group
Offers Gen. Tel..Co.
of Galifornia Bonds

Halsey, Stuart & Co. Inc. and
associates offered yesterday (Sept.
12) $20,000,000 of General Tele-
phone Co. of California 4% % first
mortgage bonds, - series J, due
Sept.-1, 1986, at.101.50% and ac-
crued interest, to yield approxi-
mately' 4.41%. The group won
award of the bonds at competitive
sale on Sept. 11 on a bid of
100.35%.

Net proceeds from the financing
will ' be added to the treasury
funds of the company and will be

used to defray a portion of the
costs of the construction and ex-
pansion program.

« .+ The new bends will be redeem-
able at the option of the company
at redemption prices ranging from
106% to par, plus accrued interest.

General Telephone Co. of Cali-
fornia provides local telephone
service in certain cities and com-

‘munities in Southern and Central
‘California. Toll service to points
in and out of California is pro-
vided in part over lines owned by
the company and other connecting
telephone companies, but princi-

pally by connection with the Bell
System through the lines of The
Pacific Telephone and Telegraph
Co. As of June 30, 1956, the com-
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pany served a total of 760,418
telephones of all classes.

For the 12 months ended June
30,, 1956, the, company had total
operating revenues of $65,077,158
and net income of $10,185,545.

With Coburn Middlebrook

(Special to THE FINANCIAL CHRONICLE)
HARTFORD, Conn.—Joseph F.
Lalli has been added to the staf?
of Coburn & Miadiebrook Incor-

porated. 100 Trumbuil Street.

With Income Funds

(Special to THE FINANCIAL CHRONICLE)
NEW HAVEN, Conn. — William
R. Keevers has joined the staff o%
Income Fundgs, Inc, 152 Templa
Street.

strategic -

e Crude

The crude oil that enters the four giant Cities Service
refineries such as this, graduates into over 400 dif-
ferent Cities Service products. .. each as fine and im-
proved as the ultramodern facilities that make them.

Here, then, is one of the big reasons why sales of
Cities Service products have soared' to an all-time

high!

But it is fa’r from the only reason. For this huge

CITIES @) SERVICE

Progress through Service

sales increase represents a dynamic expansion now
. under way in all phases of Cities Service operation:
exploration, production, refining, marketing, and

research.

And the end result of this bustling activity ? You'll
be seeing it soon in new and better petroleum prod-
ucts, new and bigger sales records for Cities Service -
. .. a leader in petroleum progress. ", '
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Continued from first page

Can We Improve Methods -
0f Appraising Growth Stocks

the assumption of a reasonable in-
terest rate to figure out the pres-
ent worth of ail future divigieqd
‘ payments plus the eventual liqui-
dation payment. :

Complicating Factors in Stock
Appraisal <

The mere enumeration of these
conditions is almost sufficient to
show that this approach is un-
likely to yield many practically
useful results, although some in-
teresting attempts have been made
to work out such an approach
(see for example “An Approach
to Stock Valuation” by Gilbert
H. Palmer, The Analysts Journal,
May, 1956, p. 17). Essentially this
approach forces the financial an-
alyst and the investor into_the
thankless role of a prophet. Both
the remaining life expectancy of
an individual company and its
prospective earnings and dividend
payments, year by year, are of
course dependent on innumerable
factors — political, economic and
personal—extending into the dis-

" tant future into which no tele-

scope "or crystal ball of even the
best-informed can penetrate. Here
are just a few observations illus-
trating this rather obvious point:
While the ratio of pretax corpo-
rate profits to national income
has not fluctuated too widely over
the last few decades, the part of
these profits being absorbed by
taxation has increased to an ex-
tent that few people would have
been willing to - predict twenty
years ago. The same holds true
for the extent of the inflationary
rise in price and profit levels
which has occurred during that
period. Or take the substantial
shifts in the relative importance
of entire industries such as coal
versus oil, or copper versus alu-
minum, or rails versus aviation;
similar important shifts will un-
doubtedly occur in the future as
a result of technological discover-
ies and innovations, many of
which cannot as yet be clearly
perceived.

Last but not least, the composi-
tion and the caliber of a company’s
management can change rather
drastically over the long-term in
spite of the fact that both bad and
good managements have a ten-
dency to perpetuate themselves.

The future- earnings and divi-
dend curves of growth stocks
present some additional guessing
problems: For how manv years
ahead should we “reasonably” as-
sume the earnings of a company
such as Minnesota Mining and
Manufacturing to remain in their
current uptrend, how many years
thereafter should we presume the
company to remain static, and
then to decay? (Not to mention
the possibility of alternating dy-
namic and static cycles in a com-
pany’s life.)

Even the comparatively simple
requirement of picking an interest
rate at which all future dividend
payments and market and/or
liquidating values should be dis-
counted to arrive at their present
worth, is by no means subject to
a clear-cut arithmetical answer
since the risk element is subject
to individual appraisals. The se-
lection of a 5% rate would yield
results considerably different
from those of a 6% rate.

Therefore, I find it bard to be-
more than an interesting statis-
tical game.

Using Past Growth and Earnings
As a Guide

On the surface at least, the very
opposite approach is the one
basing the apnraisal of stocks
primarily on past growth and earn-
ings record. For reference mate-
rial, this  approach . deals with
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historical facts that can be easily
established. However, the under-
lying assumption is that basic in-
dustrial and managerial trenis, as
reflected in the past record of the
company, will tend to continue at
least into what is flexibly de-
seribed as the “foreseehble fu-
ture.” Normally there is some
likelihood in such an assumption
and consequently the past record
of the company is rightly scrutin-
ized and analyzed as a major
normal source for a Treasonable
appraisal of that “foreseeable fu-
ture.” However, when pushed to
the extreme, such projections are
applied mechanically and without
due regard to individual circum-
stances, which transforms a fi-
nancial analyst and investor into

a statistical automaton. It does’

not take more than common
sense to perceive that the past
record, while usually important
as a trend indicator, is not always
a sure guide for the future pros-
pects of a company. Any exclu-
sive appraisal of stocks on their
past record, tacitly contains a par-
ticular version of prophecy for the
future—that of an unqualified ex-
tension of past trends—and, as
such, is open to much of the criti-
cism that can be leveled against
the initially discussed approach.

A New Growth-Earnings-Price-
Ratio

With this reservation in mind,
let us look at the market prices
of fifty-four equities usually con-
sidered ‘“‘growth stocks,” and their
relationship to past growth rec-
ords and recent (1955) earnings
levels. For this purpose the table
shows, as an indication of past
growth, the percentage increases
of per share earnings (adjusted
to stock splits, etc.) for each of
the periods 1929-1948 and 1948-
1955 (col. 2 and 3); since net re-
ported earnings in recent years
have been distorted to some ex-
tent by accelerated defense amor-
tization the percentage increase in
dollar cash flow is also presented
for the period 1948-1955 (col. 1).
As to actual recent appraisal, the
table shows the recent market
prices of Aug. 9, 1956, as a multi-
ple of stated earnings (col. 6),
and (because of the already men-
tioned frequent distortions in such
earnings) also (col. 5) as a mul-
tiple of 1955 per share cash flow
(that is net plus depreciation and
depletion). Finally, the traditional
price times earnings ratio (col, 6)
has been related to the percentage
growth in per share earnings dur-
ing the 1948-1955 period (col. 2)
by dividing the latter by the
former. By relating the postwar
earnings growth rate to the mar-
ket price of $1.00 of net per share
earnings of 1955, a new growth-
earnings-price ratio (g.e.p. ratio)
is obtained which very roughly
indicates whether recent earnings
are priced relatively high or low
in the light of recent growth. This
is interesting since expectations of
foreseeable growth are, at least in
part, based on recent growth per-
formance.

A glance at the table will show
wide variations in the rate of per
share earnings growth within each
industrial group, and considerable
differences in the growth - per-
formance of individual companies
as between the 1929-1948 and the
1948-1955 period, on a straight an-
nual basis.

Taxes Slow Down Net Earnings
Growth

Incidentally, in looking at those
two periods, one ought to keep in
mind the sharp increases in cor-
porate income taxation which
have occurred: In-1929, the Fed-
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eral income tax rate for corpo-
rations was 11%, in 1948, it was
38% (40% consolidated rate)
while "in’ 1955 the rate stood at
52%. To put it differently: The
48% of pretax net normally car-
ried down to net in 1955 was only
about 77% of the corresponding
ratio in 1948 and a mere 54% of

the  like 1929 ratio; -this gives a -

measure to what extent net earn-
ings growth was slowed down by
the tax factor.

The growth performance of the
fifty-four tabulated stocks may be
studied against the background of
the following aggregate corporate
profits in U. S.: ¥

U. S. Corporate Profits

(In Millions
Before I

$9,628
32,769
42,666

240%

of Dollars)

ne. Tax After Inc, Tax
$8,259
20,259
21,133

(Percentage Increases)

145%

30 4

In comparing these profit in-
creases for all corporations with
the growth figures for our fifty-
four stocks one has, however, to
bear in mind that the former are
dollar aggregates partly boosted
by the growing number of corpo-
rations, while the latter are based
on per share data, with the growth
usually somewhat diluted through
additional equity financing dur-
ing the two periods in question.

Deviations from New Ratio

To come back to the question of
growth appraisal, one might nor-
mally ‘expect stocks with a good
growth record — particuiarly one
in the postwar era—to sell at high

price-times-earnings ratios and.

at relatively low g.e.p. ratios
within their group, and expect the
inverse for stocks with a slow
growth record.

The actual picture conforms
only partly to these expectations,
and there-are quite a few rather
conspicuous deviations. On the
one hand there are a number of
stocks with good growth records
and high PxE ratios which never-
theless show—within their group
—a relatively high g.e.p. ratio,
such as Rohm & Haas, Houston
Lighting & Power, Lone Star Ce-
ment and Reynolds Metals. R.C.A.,
with "a good 1948-1955 growth
record, is selling at a medium
price-earnings ratio in its group
of communication electronics, and
at a high g.e.p. ratio.

On the other hand, there are
also some stocks with a.rather
slow or mediocre postwar growth
record which nevertheless show
a low g.e.p. ratio within their re-
spective groups:  Among . these
stocks are Union Carbide & Car-
bon; General Electric, Westing~
house Electric, Aluminium, Ltd.,
and U. S. Plywood; the first four
are also  selling comparatively
high on current earnings.

There are various reasons why
stock prices may substantially de-
viate from the range of appraésal

Growth Record a'mdl Recent Market Price of $1.00 (1955) Net Pe_rvShare

% Increase
in Cash
Flow
Stock
Chemicals:

(1)
106%
236
152
145
193
276
253
100

Allied Chemical & Dye__.
American Cyanamid
Dow. Chemical

Monsanto Chemical

Rohm & Haas

Stauffer Chemical

Union Carbide & Carbon..

Blectric:
General Electric
Sylvania Electric

80
317
129

Westinghouse Electric ____
Beckman Instruments

Oils:

Gulf Oil

Socony Mobil Oil
Standard Oil Co. (N. J.)-.
Standard Oil Co. (Calif.)

Phillips Petroleum
Shell Oil

Building:

Johns-Manville

Lone Star Cement
Pittsburgh Plate Glass...-
U. S. Gypsum

U. S. Plywood

Metals: )

Aluminium, Ltd
Aluminum Co. of America
Reynolds Metals
Bethlehem Steel

Inland Steel

Utilities:

Central & South West

Gulf States Utilities.
Houston Lighting & Power
Texas Utilities

Retail: .

Federated Dept. Stores_... .
J.C. Penney ________ e
Gears, Roebuck

Aircraft and Airlines:
American -Airlines.
Eastern "Air Lines
United Air Lines
Douglas Aircraft
United Aircraft

Miscellaneous: '

‘Food Machinery & Chem.
'Caterpillar Tractor
General Motors

Corning Glass ...
Owens-Illinois Glass
Minnesota Mining & Mig.

American Can
Continental Can
Minneapolis-Honeywell ___

1948-55

% Increase in
Net Per
Common Share Earn. (3)
1948-55 1929-48

(2)
59%
112
31
182
66
330
68
36

(3) (4)
25%
146
540

85

61
66
111
- 84
23
93

42
42
78
43
59
—15
— 8
13

40
124
80
65
—27

74
48

31
114
240
93
215

82

45
52
115
95

38
— 3
14

160¢1)
465
280(1)
370
262

93
89
163
450

NOTE: A number of companies are on a fiscal year basis.

(1) 1949-55; company had net deficit i
(2) Net plus all property charges.

n 1948,

(3) Adjusted for stock splits and dividends.

Closing
Price
8/9/56

11134
74

MY
21534
431
456 %
3%

128%

64
5515
43
30
581
37%

138%4
58%
58%
52%
6312

136%
545
98%

144
131%

1657
96%

401,
36%
57%
413

1948-1955
% Ipcrease
in P/Share
Net Times

Recent
PxE Ratio

Price Times 1955 .
Net Plus
Depr. & Depl.

(5)
10.9x
10.1
16.2

Net Earns.

(6)
20.5x
18.2
47.3
23.3
219
26.5
183

26.7

27.8
12.8
13.8
17.0

56
90 Y,
93%

353
93%s
33%
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one would off-hand expect on the
basis of their record, some easy
to: guess, others. rather obscure.
The most basic and valid reason
is ‘an expectation that the com-
pany’s prospective record will be
different from the past record;
such an ‘expectation (right or
wrong) may be widespread re-
garding some of the above-named
stocks. Moreover, in some cases,
such as General Electric, there is
the scarcity factor of a top-caliber
company giving broadly diversi-
fied representation in a basic in-
dustry. To some extent, this
scarcity factor is known to be
present in many equity groups,
since institutional investors have
been concentrating their equity
investments in “blue chips.”

Extending Forward Investment
; Plaps

As already indicated, the ‘pro-

jection of recent growth trends

of a company is only justified to

‘the extent that available informa-

tion on technological, industrial
and/or managerial trends and
plans do not point toward a dif-
ferent business and profit pattern
in the future. Beside the general
sources of information from which
such indications may be derived,
there is one that is gaining ever
increasing importance and atten-
tion, namely the  longer-range
plans and projections made by
corporate managements. It is a
sign of greater maturity of busi-
ness leadership that, in contrast
to former times, periodically re-
vised, longer-range plans for re-
search and develovment, capital
outlays and financing, as well as
marketing are becoming a mat-
ter of course in a well-managed
company. The customary forward
range of. such planning may en-
“.compass a period of three to five
years, sometimes supplemented by
tentative and incomplete plans
going beyond that period. Such
planning is facilitated by the ris-
ing number of labor contracts
running for two to five years. On
the other hand, the business cycle
cannot be safely predicted for
such periods, and consequently,
the bulk of such forward planning
is usually done on the assumption
that cyclical swings will remain
comparatively mild and thus can
be disconsidered to a large extent.
Most  managements feel that, in
going much beyond a period of
about five years, one can easily
wander off into the prophet won-
derland since’ fundamental tech-
nological, economic, and manager-
ial elements are subject to basic
changes over a period of years.
‘Many corporate managements
still show reluctance to give out
information on their forward
planning in such a form as to en-
able the financial analyst to draw
valid conclusions for the pros-
pective sales and profit range of
the company.  However, there is
clearly a trend toward making
such information more generally
available, either publicly, or at
least. individually on a confiden-
tial basis.

When such information comes
from a competent and trustworthy
management it deserves prime at-
tention in appraising an equity.-

Limitations in Weizhing Forward
Planning

It seems to me that the limita-
tions of forward planning gener-
ally accepted bw competent cor-
porate managements deserve rec-
ognition also bu financial analysts
and investors in evaluating the
future. Appraising stock invest-

ments primarily in the light of.

prospects ' for a more limited,
partly foreseeable future, on the

- basis of past achievements and

current management planning,
will help financial analysis steer
clear of the two extremes of
prophecies that cannot be sub-
stantiated, and of sterile histori-
ography. ;
Much of this discussion has fo-
cused on the type of data on
- which primarily to base estima-
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tions of a company’s future earn-
ings potential.  If and when one
has  reached such estimations,
there still remains the big ques-
tion of how to appraise such earn-
ings potential within the bounds
of reason.” Are the recent market
quotations of the growth stocks
listed in our table within such
bounds?

Let us start out with the trite
but important fact that the ap-
praisal of all “real” values, in-
cluding stocks, has always been
fluid ‘within rather wide ranges;
apart from basic political, eco-
nomic and corporate  changes,
fluctuations in the climate of pub-
lic psychology will of course in-
fluence prices. This precludes any
narrow cut and dried formula for
the “correct” appraisal of stocks.

/ Forecasts Higher Price-Earnings

Ratio

Long-term historical records in-
dicate for all dividend-paying
stocks listed on the New York
Stock Exchange yields fluctuating
around an average range of 5% %
to 6%, and price-earnings (ratios
pivoting around a center range cf
between roughly 9 to 11 times an-
nual earnings. In view of the in-
creasing public awareness of a
long-term trend toward inflation,
and in the face of justified hopes
that cyclical fluctuations may no
longer reach catastrophic propor-
tions, it may very well be that
stock prices will tend to gravitate
around moderately lower yields
and slightly higher price-earn-
ings ratios. Along these lines, a
price of 10 to 12 times average
earnings may seem reasonable in
our (optimistic) era for a good-
grade industrial stock lacking
above-average growth character-
istics. .

With due awareness of a meas-
ure of relativity in such apprais-
als, ‘where does this leave the
evaluation of arowth stocks?

Some of yesterday’s and today’s
growth stocks may, for one rea-
son or another, cease to belong to
this stock elite a few years from
now. The great difficulties in
planning and projecting specifi-
cally beyond the range of about
half a decade ahead have already
been mentioned. As the investor
tries to look ahead beyond a lim-
ited time range, the risks of sim-
ply projecting growth trends in-
crease rapidly. Consequently, the
prudent investor should not rely

.too much on the continuation of a

company’s growth beyond the five
or six years’ horizon of semi-
visibility, and’should not pay any
substantial premium for possible
growth beyond such a period of
time,

Teking our above-mentioned,
rough yardstick, of about 10 to 12
times average earnings as a long-
term, midd]le-of-the-road ap-
praisal for a good-grade non-
growth stock, the prudent investor
would probably stay within rea-
son in buying a high caliber
growth - stock mow at ‘a price
roughtly equal to 12 to 14 times
prospective 1960 or 1961 earnings.

Appraisals Cannot Be Dogmatic

In suggesting even such a broad
range for the appraisal of growth
stocks one should not be dog-
matic. There are great differences
in the caliber of individual growth
stocks, -which should, of course,
be taken into consideration,

Current Price as a
Multiple of

1955 Earnings -
8%*

10.2

10.8

115

12.2

12.9

13.6

142

14.9

15.6

16.3

17.0

176

18.3

- A—whose

To facilitate an appraisal of
growth stocks along the lines sug-
gested, let us consider the earn-
ings increase of such stocks within
a five year period: If the cumu-
lative annual growth rate is 8%,
earnings will go up a total of 47%
in five years; if the growth rate
is 10%, the total earnings increase
will be 61%, and if the growth
rate is as high as 12%. earnings
climb 76% in five years.

The following table is based on
those cumulative . earnings in-
creases over a five year period.
Assuming—for the sake of sim-
plicity—1955 earnings to have

been $1.00 per share, the 1955.

earnings multiples in column 1
ranging from 15 to 27, are of
course the  corollary -of current
market prites of 15 to 27 for the
stock; in the next three columns,
the relationship ' of these’ same
current market prices to projected
1960 earnings is shown, assuming
a five year earnings growth at the
rates of 8%, 10% and 12% respec-

tively. As can be seen, for in-.

stance, a stock now selling at a
multiple of 20 times 1955 earnings,
is priced at 13.6 times projected
1960 earnings, after an 8% annual
earnings growth; if the growth
rate were to be 12%, the stock, at
the same price, would now be
selling at 11.4 times projected
1960 earnings.

A Possible Conclusion

If these -rough yardsticks are
applied to those growth stocks for
which sufficient data are known
to make at least tentative earn-
ings projections of this type, it
becomes clear that some of them
are currently priced above the
range at which a prudent investor
would wish to buy them, Here,
for instance, is a leading growth
company—let us call it Company
stock . was . recently
priced at nearly 35 times 1955
earnings; at this level, the stock
is selling at 20 to 22 times tenta-
tively projected 1960 earnings; if
the same growth rate would ex-
tend through the sixties—which
of course is highly hypothetical—
this stock A would now sell at
10 times 1968 earnings! This looks
like an imprudent over-reliance
on long-term : growth—though it

might prove right in retrospective.
Generally speaking, beware of

market prices which, according to
these yardsticks, postulate growth
rates over the coming years which
are unlikely to be attained.

Three With Allen Inv.
(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo. — William M.
Crutcher, John W. Deal and
ugene A. Vallow have joined the
taff of Allen Investment  Co.,
Mile High Center.

Sheffield Adds to Staff

(Special to THE FINANCIAL CHRONICLE)

NEW LONDON, Conn.— Edith

I. Small has become connected
with Sheffield & Co., 325 State
Street.

With King Merritt
(Special to THE FINANCIAL CHRONICLE)
ATLANTA, Ga, — Margaret I.
Bess, William H. Hanselman, Mary
M. Levy and James R. McHugh,
Jr. are now with King Merrit &
Co., Inc., 849 Peachtree St., N. E.

Current Price as a Multiple of Est. 1960 Earns.,
Assuming a Cumul. Annual Growth Rate of

10%*
9.3
9.9

10.6

11.2

11.8

124

13.0

13.6

14.2

14.8

154

16.1

16.7

12%*

15.3

*Resulting in a total earnings increase of 47%; 61%, and 76%, respectively.

Southern Galifornia
Edison Go. Common,
Stock at $48.50 a Sh.

A group headed by The First
Boston Corp. and Dean Witter &

(1093) 25

Total operating revenues of the -
company for the 12 months ended
June 30, 1956 were $186,314,110
and, net income, to $31,169,793,
equal 't0"$3.43 per ‘share’ of -com—
mon stock. This compares with
revenues of $176,580,381 and net
income of $29,628,919, or $3.28
per share for the calendar year

Co., yesterday (Sept. 12) offered jgss5

500,000 shares of -Southern Cali-
fornia Edison Co. common stock -
(par value $25) at‘ $48.50 per
share.. Proceeds from the sale of
this stock will be used by the
company in connection with its
continuing expansion program.
Southern ' California Edison is
engaged in generating, purchas-
ing, transmitting, distributing and
selling electric energy in central
and southern - California, not .in-
cluding the City of Los Angeles.
The population of the territory
served by the company has grown
from 2,725,000 in 1950 to. an esti-
mated 3,800,000.as of April, 1955, -

Three With Secs. Inc.

(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo. — William L.
Novak, Susan P. Vitt and Hugh
M. Warner have joined the staff
of Securities, Inc., Farmer’s Union
Building..

Joins United Inv.

(8Special to THE FINANCIAL CHRONICLE) ~
DENVER, Colo.—Conrad Dublin
and William H. @mith have be-,
come confected with United In-:
vestors, Inc., U.'S. National Bank

Building, Mile High Center.

cxoremms

Allis-Chalmers Manufacturing Company

MILWAUKEE 1, WlSCQNSlN
Notice of Redemption of

\

: 3% Cumulative Convertible Preferred Stock, $100 Par Value‘t

NOTICE IS HEREBY GIVEN that, pursuant to the provisions.
of the Certificate of Incorporation, and the| Certificate Setting Forth .
the Designation and Certain of the Terms of the 34% Cumulative
Convertible Preferred Stock of Allis-Chalmers. Manufacturing Coms

" pany, and to Resolutions of the Board of Directors of said Coms

pany, all of the outstanding shares of 3}4% Cumulative Convertible
Preferred Stock of said Company have been called for redemption
on: September 28, 1956 at the redemption price of $103. per share,
plus an amount equal to accrued dividends thereon from September
5, 1956 to and including September 28, 1956 in the amount of 21
cents per share, : ;
Certificates for said Preferred Stock should be surrendered te
Guaranty Trust Company of- New York, Redemption Agent, Corp=-
orate Trust Division, 140 Broadway, New York 15, N. Y, on or ,
after September 28, 1956, and upon the surrender thercof the holders .
‘will receive payment at the rate aforesaid for: the shares called and

. so surrendered for redemption, In the event payment is to be made

to someone other than the registered holder of a certificate surs:
rendered for redemption, such certificate should be endorsed in blan
with the signature guaranteed by a bank or trust company having
an office or correspondent in the City of New York, or by a firm
having membership on the New York Stock Exchange or in the
American Stock Exchange Clearing Corporation, and appropriate
transfer tax stamps should be affixed to said certificate when sure
rendered. s

EACH SHARE OF 3149 CUMULATIVE CONVERTIBLE PREFERRED STOCK
CALLED FOR REDEMPTION MAY BE CONVERTED INTO COMMON STOCK -
ON THE BASIS OF $25. PER SHARE OF THE COMMON STOCK (4 SHARES
OF COMMON STOCK FOR EACH SHARE OF PREFERRED STOCK). THE
RIGHT OF CONVERSION OF SUCH PREFERRED STOCK CALLED FOR RE-
DEMPTION WILL TERMINATE AT THE CLOSE OF BUSINESS ON THE RE-
DEMPTION DATE, SEPTEMBER 28, 1956, AND 1S SUBJECT TO ALL RIGHTS
AND TERMS AS PROVIDED. HOLDERS OF SAID PREFERRED STOCK CALLED
FOR REDEMPTION, WHQ DESIRE TO CONVERT THEIR SHARES INTO COM-
MON STOCK, MAY DO SO BY SURRENDERING SUCH CERTIFICATES AT THE
OFFICE OF GUARANTY TRUST COMPANY OF NEW YORK, CORPORATE
TRUST DIVISION, 140 BROADWAY, NEW YORK 15, N. Y., AT ANY TIME
UP TO THE CLOSE OF BUSINESS ON SEPTEMBER 28, 1956, DULY EN-
DORSED AND ACCOMPANIED BY WRITTEN NOTICE THAT THE HOLDERS
THEREOF ELECT TO CONVERT THE SAME INTO COMMON STOCK AND
STATING THE NAME OR NAMES IN WHICH THE COMMON STOCK CERTIF-
ICATES ARE TO BE ISSUED.

The transfer books for said Preferred Stock will be permanently
closed at the close of business on September 28, 1956, and no transe
fers or conversions will thereafter be made. G

The Company will deposit in ‘trust with Guaranty Trust Coms=
pany of New York prior to the redemption date, the redemption
price of the shares called for redemption, and all rights with respect -
to said Preferred Stock so called for redemption shall forthwi_th at
the close of business on the redemption date cease and terminate,
except only the right of the holder to receive the redemption price
of the shares so called for redemption, without interest:

Information as to the provisions of such reglemption may, upon
inquiry, be obtained at the office of the Comipany, Milwaukee I,
Wisconsin, or at the above-mentioned office of Guaranty Trust Com-
pany of New York. -

ALLIS-C:JALMERS MANUFACTURING COMPANY

By: W. E. HAWKINSON
Vice President and Secretary

IMPORTANT »

BEFORE SURRENDERING CERTIFICATES FOR REDEMPTION, STOCK-
HOLDERS SHOULD CAREFULLY CONSIDER THE MARKET VALUE OF THE
COMMON STOCK INTO WHICH THE SHARES OF PREFERRED STOCK ARE -
CONVERTIBLE, SINCE IT MAY BE TO THE ADVANTAGE OF THE STOCK- "
HOLDERS TO CONVERT RATHER THAN REDEEM THEIR SHARES. STOCK-
HOLDERS MAY WISH TO CONSULT WITH THEIR OWN BANK OR BROKER
IN THIS CONNECTION.

THE RIGHT OF CONVERSION CEASES AT THE CLOSE OF BUSINESS
ON SEPTEMBER 28, 1956, AND HOLDERS OF CERTIFICATES DESIRING TO
CONVERT THEIR SHARES INTO COMMON STOCK MUST DEPOSIT SUCH
PREFERRED STOCK CERTIFICATES WITH GUARANTY TRUST .COMPANY
?_;AP_}E\K ¥om(, CONVERSION AGENT, BEFORE THE CLOSE OF BUSINESS

AY,

;
August 21, 1956.
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Continued from page 4

Miracle of American Wealth
Due to People’s Capitalism

takes to use business as a whip-'
ping boy for political aggrandize-
ment may find his public life

 abruptly shortened. An unwar-

ranted assault upon business.- no
longer carries the “soak the rich”
appeal of 25 years ago. It is a
direct attack upon a portion of the

"savings of 110,000,000 possible

voters invested in securities issued

" by the object of such an assault.

He will be talking to a public
more economically mature than
ever before, who may well resent
rabble - rousing pronouncemenis,
The making of laws affecting
business and investment must be
attuned to reality and not dema-
goguery or political expediency.

In this connection I want to di-
gress long enough to indicate a
gross ‘inequity in the Federal in-
come tax law. A study of 20 large
corporations covering the ‘past 10
years shows that'Unclé Sam' col-
lected $18,591,600,000 in income
taxes. By comparison; those same
corporations were ‘able : to " pay
their shareholders—those who had
invested their savings in and actu-
ally -owned these companies —
only- $11,510,100,000. In ' other
words, the tax collector’s bite was
61.5% greater than the total
amount of cash dividends paid to
their common shareowners,

‘Eliminate Double Taxation of
_ Dividends ;

“Let’s look at what this corporate
tax burden does to the share-
owner, Not only does his corpora-
tion pay income taxes of perhaps
52 cents out of a dollar of earn-
ings but when the shareowner re-
ceives a dividend he must pay an-
other income tax on that dividend
at his personal tax rate. This is

double-taxation on the same in-

come, pure and simple. It is re-
lieved only modestly by the $50
exemption now . permitted.  In
anybody’s book double-taxation is
unjust and we have got to find the
means of finally correcting it.
Studies of the results of its elim-~
ination indicate that the Federal
revenue loss would not be signifi-
cant and that the larger national
income resulting from increased
dividends could be economically
important. i

The word “securities” is a gen-
eral term used in the brokerage
and underwriting business to in-
clude the common and preferred
stocks of corporations and the
bonds issued by corporations and
governments. The basic difference
between “stocks” and “bonds” is
that stocks represent ownership
of a corporation while bonds rep-
resent debt owed by a corpora-
tion or government.

Those of you who are interested
in a more comprehensive study of
this subject should obtain the
booklet entitled “How to Invest.”
It was prepared by Merrill Lynch,
Pierce, Fenner & Beane for use by
individuals, schools and colleges,

Federal Regulatory Acts

Since passage of the Securities
Act of 1933, fewer fraudulent se-
curities have been sold and, as a
result of the Securities Exchange
Act of 1934, the “pool operator”
and “tipster” are substantially out
of business. I would like to point
‘out, however, that no law can
prevent dishonesty —it can only
punish after conviction. Ingeni-
ous crooks, ‘counselled by mis-
guided or unprincipled lawyers,
still break down our best legal
barriers and take heavy toll of the
investor’s money. Administration
of both Federal acts is under the
Securities and Exchange Commis-
sion which performs salutary
services for business and inves-
tors alike.

The Federal Securities Act is
known as a “full disclosure” law

requiring that all material facts
regarding a company and the new
securities it offers for sale be pub-

lished in a prospectus which ‘must.

be delivered to the. purchaser.
The Commission is not required
to approve or disapprove a:secu-
rity; The investor ~himself must
determine whether the security is
proper to purchase.” Anyone can
ascertain the facts from a pro-
spectus, but if he is in doubt, he
can consult any representative of
a member firm of the New York
Stock Exchange, a member of the
National Association of Securities
Dealers, his banker or an invest-
ment counsellor. ' Unfortunateiy,
too many people still envision a
pot of gold or a uranium mine in
a prospectus which clearly states
it isn’t there. Investors should
work as diligently at investing
their money as at earning it. In
this, the motto of my: firm, “In-
vestigate then Invest” 'is truly
worth remembering.

The Corporation’s Role in America

Perhaps it will be profitable to
think momentarily about the
nature and economic importance
of corporations which are, of
course, the source of corporation
securities. Although its roots may
extend back in history as far as
the collegium of the Romans, our
earliest tangible evidence emerges
late 'in  the sixteenth century, in
the form 'of Dutch, British and
French ~exploration ' and trading
companies.

In the early settlement of North
America, repeated . failures by
partnerships composed of a few
rich noblemen caused the British
to adopt crude joint-stock com=
panies as colonization vehicles.
These organizations made it pos-
sible to attract more partners and

provide greater financial backing.’

As a result, the first permanent
European settlement in this coun-
try at Jamestown in 1607 was es-
tablished by the London Com-
pany. The capital of another early
corporation, the Plymouth Com-
pany, chartered in 1620, provided
expenses for the initial venture

which resulted in our present.

New England states.-The Pilgrim
Fathers were allotted one labor-
share each and additional  shares
were sold to them'at £10 each
in, of all things, a subsidiary of
the Plymouth Company. Perhaps
this lindicates that the holding
company is not so new as some
may have been led to believe.

North America has been ex-
plored, colonized and developed
by ‘stock corporations from  its
‘earliest history. The economist J.
Edward Meeker found it pecu-
liarly fitting, therefore, that its
most rapid and fullest develop-
ment as a mechanism for conduct-
ing business should have occurred
in the United States. It has entered
more deeply into our history and
contributed more to our well
being than in any other nation.

I like to think of corporations
as persons, as in truth they are
juristic persons, endowed with
individual personalities reflecting
the composite attributes of their
stockholders and managements. In
this perspective one can judge
their actions as he would those of
individuals rather than of legal
entities only.

It is true that Chief Justice John
Marshall in 1819 rendered the
classical definition that: “A cor-
poration is an artificial being, in-
visible, intangible and existing
only in contemplation of law.” But
he also said it possessed - “im-
mortality” and “individuality” by
which “a perpetual succession of
many persons are considered the

same and may act as a single
individual” for the “promotion of
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the particular object, like one im-
mortal being.”

From an adult lifetime of ob-
servation, I make no hesitation in
testifying, not to material achieve-
ments which all may see, but to a
present morality and beneficence
toward employees and csutomers
in the conduct of corporation busi-
ness in the United States which
sets an example for the world.
You lawyers have the opportunity
and, I think, the obligation to so

counsel clients that this example .

of constructive intelligence will
continue. :

The Investmélit Banking Function

Underwriting ' and - distributing
securities which provide capital
for the initiation and expansion of
the larger corporate bodies are in
the province of the investment
banker. His principal function-is
locating widely scattered sums in
the hands of many willing lenders
or investors and pooling them into
great capital funds:' for use by
corporations “ and governments.
Economists . call . this operation
“capital formation.” ;

Illustrative of . the economic
value of many small sums formed
into great capital aggregations for
constructive ‘use is the statement
of the English economist Walter
Bagehot in his history of the Lon-
don  financial district ‘entitled
“Lombard Street” written in 1878:

“A million in the hands of a
single banker is a great power; he
can at once loan it where he will,
and borrowers can come to him,
because they know or believe he
has it. But the same sum, scattered
in 10s and 50s through a whole
nation has no power at all; no one
knows where to find it or whom
to ask for it.”

Even then he said, “We have
entirely lost the idea that any
undertaking like to pay, and seen
to be'likely, can perish for want

of money; yet no idea was more’

familiar to our ancestors. A place
like Lombard Street (then com-

parable to our Wall Street finan--

cial district), where in all but the
rarest times money can always be
obtained upon good securities or
upon decent prospects of probable
gain, is a luxury which no couniry
has ever enjoyed with even com-
parable quality before.” i

I doubt that Bagehot could have
imagined accumulating the stu-
pendous capital -required to. fi-
nance the American industrial
plant from 1878 to the present day.
Men still “active have  lived
through this whole marvelous eco-

nomic period which" has -raised-

new standards . of living, trans-
formed finance, created and de-
stroyed - ‘market places, shifted
routes of trade and commerce and
profoundly - affected the morals,
beliefs and security of many na-
tions, :

Our earlier progress was slow
by present standards—indeed, it is

said that when Benjamin Franklin.

and his son made their famous

kite experiments, the study of.

electricity was already 150 years
old. And yet, it was another 150
years before electric power came
into general use. Compare that to
the speed in this Age of Research

and Nuclear Physics! Since the.

first atomic reactor was con-
structed in 1942, so many models
have been designed that some
became obsolete before they could
be built. The airplane has de-
veloped so rapidly that airlines
must frequently seek new capital
to purchase modern flying equip-
ment. In the fields of electronics,
chemistry and many others new
product and production horizons
are opened constantly. :
Whereas industrial research and
development was once confined
largely to the eastern and mid-
western industrial and financial
centers, progress in plant engi-
neering and finance has removed
most geographical barriers. In
Dallas, for example, Chance
Vought Aircraft Incorporated has
developed and is manufacturing
the fastest naval day fighter in the
world, the great Crusader; Temco
Aircraft Corporation. engineered

.and is building a Navy jet train-

ing plane which won its wings in
nation-wide competition, while at

.Texas Instruments, Inc., one of the

largest new. industries in its field
has been built for manufacturing
a tiny electronic instrument called
a transistor. %

Supersonic Growth of Plants
And Tools

Because “of such seven-league

-strides, it may interest you to

know that in the 10 years since
World War II, United States in-
dustry has invested in new plants
and equipment the titanic amount
of $232.6 billion. That sum is al-
most $14.0. billion-more than was
spent on plants and equipment in
the entire preceding 46 years of
this century. And this supersonic
pace continues. :
In order tq sell  tomorrow’s

products, industry must build to-

morrow’s plants. It is estimated
that by the end of 1965, corpora-
tions must. raise an additional
$360.0 billion for more new plants

and tools. When. accelerated re--

search is coupled with the rising
living standards of a population
growing so rapidly that it is ex-
pected to exceed 230,000,000 souls
by 1975, ./ the forest  becomes
separated from. the trees, so to
speak. About $150 billion of this
plant expenditure cannot be pro-
vided by corporate savings and
must come from the sale of se-
curities. Since our people and fi-
nancial institutions represent the
only sources of such gigantic sums
of money, it naturally follows that
while investors. increase numer-
ically, the average amount in-
vested in securities will = also
increase. ¥

Keith Funston, President of the
N. Y. Stock Exchange, believes

that ‘middle- {and = upper-income-

Americans—the prime ‘source of

individual investment funds—have"

grown_ so. remarkably in number
that they canfurnish the neces-

‘sary equity money  for this ex--

pansion — perhaps $60.0 billion —
from liquid personal savings with-
out disrupting their spending
habits. He estimates that by 1965
there will be a striking new
American market: almost one-
third of our. families — some
19,000,000 of them—will have in-
comes of $7,000 or more before
Federal - income taxes. To the
miracle of mass production, mass
marketing and mass consumption,

Mr. Funston expects a new dimen- -
'sion—that of -mass investment—to-
be added to the American eco-.
nomic fabric. This new dimension -

will develop. only as rapidly as

painstaking public education pro-.
. when the purchase and sale of se-

gresses. i :

One lesson learned - the hard
way is: that Americans want: to
know ‘more about their business
institutions; that with knowledge
comes understanding-and partici-
pation. The best public relations
and education job in business and
securities is being accomplished
by the securities jindustry itself.
The New York Stock.Exchange,
the National ‘Association of Se-
curities Dealers, {investment
Bankers Association of America
and other stock exXchanges and as-
sociations rgpresé_nting brokers,

dealers and iundecwriters of se-’

curities, plus their members acting
independently, have led this pro-
gram,

Merrill Lyncl’s Educational
Program

It is not immodest to say that

my firm, Merrill Lynch, Pierce,
Fenner & Beane, pioneered and
now is the “individual leader in
financial education. Because of the
geographical distribution of our
116 offices in the United States,
Canada, Cuba, Puerto Rico, Swit-
zerland and our representatives in
other European countries
Mexico, we reach more people
than,K any other firm. We have
published hundreds of advertise-
ments and distributed millions of
booklets and pamphlets containing
financial education information.
Some of these are regularly used

as supplementary texts ‘in high

and p

school, college and university fi-
nance courses. One of our most
popular programs is a series of
investment courses’' conducted
throughout the country. In Dallas,
for example, some 500 women at-
tend a five-session ~afternoon
course and 1,200 men and women
attended a three-session evening
course some time ago. Our Part-
ners 'and Account = Executives
speak before hundreds of clubs
and other organizations yearly and
conduct finance and investment
courses in high schools and in-
stitutions of higher learning. We
spend about $1,300,000 annually on
advertising and other programs,
and such services are available for

‘the asking. The objective is to

remove any mystery from the art
of successful investing and to
provide reliable information -in
the selection of securities for em-
ployment of surplus funds. . -
Since .investors do not care to
shackle money in unmarketable
stocks and bonds, they must know
where and by what convenient
process securities can be bought
and sold. The principal market
places for securities are the or-
ganized stock. exchanges and the
unlisted securities market. - The
latter is a market conducted be-
tween brokers and dealers
throughout the nation in securities
that are not listed on a stock ex-
change. Numerically, it is the
largest market. However, the stock
exchanges bear away the palm in
worldwide significance. The great-
est of these is the New York Stock
Exchange; it is the pattern for all
stock exchanges in our nation. -

Development of Market Places

Let us look at the evolution of
market places and specifically of
the New York Stock Exchange;
how it meets the investor’s needs
and. performs services of trans-
cendent economic importance.

In Egypt, market places: for
goods were familiar before the
dawn of written history. In Im-
perial Rome and perhaps earlier
in Athens, the purchase and sale
of debts and money were con-
ducted.  In the  Middle Ages
wandering - and - periodic  fairs
served as market places where
money lending and dealings of
many- kinds - were handled. From
these lose fairs Europe’s leading
exchanges evolved. :

As civilization grew,
specialization in markets de-
veloped; - for example, . textiles
being . traded in .one place and
foodstuffs.- in another. When .a
product dominated a general mar-
ket, it tended to break off into
its own individual market. Thuys

greater

curities became important, stock
exchanges were established.
Though at first consisting of
small groups congregating at con-
venient locations, stock exchanges
gradually became organized and
surrounded their operations with
protective regulations governirg
the conduct of business. They are
now the safest, most efficient and
democratic form of market known.
New York was founded by the
Dutch in 1623, not as a haven from
political or religious persecution,
but as a trading post. Market
places for .goods and services
existed from the first, but it was
on May 17, 1792, that the first
organized securities market in the
United States appeared. A group
of 24 “Brokers for the Purchase
and Sale of Publiec Stock” signed
an agreement to do business
among themselves and stipulating
rates of commission. From that
small beginning grew the New
York Stock Exchange, the greatest
securities market in the world.
The Exchange is almost as old as
our form of government. Article'1
of its Constitution states its pur-

ose: .
“Its object shall be to furni<h
exchange rooms and other facili-
ties for the convenient transaction
of their business by its members;
to maintain high standards eof
commercial honor and integrity
among its members, and to pro-
mote and inculcate just and equi-.
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table principles of trade and busi-
ness.”

Form and Operations of N.Y.S.E.

Stock Exchanges are limited
membership organizations; for ex-
ample, the New York Stock Ex-
change has 1,366 members. A
prospective new member must
first acquire an existing member-
ship or “seat” relinquished by a
retiring member, successfully
undergo the most careful personal
and financial scrutiny and be ac-
ceptible to. the other members.
Transactions on the exchange are
between members only, represent-
ing themselves or their customers,
made binding and inviolate by
word of mouth, irrespective of the
values involved. Under such con-
ditions high integrity and finan-
cial responsibility are prerequi-
sites  requiring  selectivity of
members. !

Exchanges do not buy or sell
any of the securities they list, nor
do they fix the prices at which
sales are made. An exchange sim-
ply provides-  a central market
place where members transact
business. Orders for the purchase
and sale of securities from all over
the world are directed through
a member firm or a correspondent
connection, which may be another
broker or bank, to the exchange
where the particular stock is
¢ listed. Thus, the market for Gen-
eral Electric is on the New York
Stock Exchange where orders for
its purchase or: sale eventually
terminate. Transactions are made
by public outery on the floor cf
the exchange, in the fashion of an
“auction” market. Prices are
determined when the lowest offer
and the highest bid are equal and
a - transaction results. Normally,
the number of shares and price of
each trade are flashed on’tickers
throughout the nation and in some
foreign countries within a few
minutes after the trade is con-
summated. Thus, everyone inter-
ested knows from moment to
moment what. the last sale price
was. A broker can also ascertain
the existing ‘“bid” and ‘asked”
prices; for example, let us say the
last sale on General Electric was
$63 per share. A customer may ask
for a “auote” before entering an
order. He would normally learn
in about two minutes that the
highest bid was 627 and the low-
est offer 63%, a difference of
one-quarter or 25c¢ per share. In
less active securities the spread is
likely to be somewhat wider.
Quotations are in dollars’ per
share and multiples of one-eighth
of a dollar.

Economic Functions
‘Brifely, some of the economic
functions of the New York Stock
Exchange are:

“(a) Increased safety of dealin?s
through restricted, regulated ex-
change membership, auction typz
markets, finauncial responsibility
and wide publicity of prices.

“(b) Superior marketability by
direction of purchase and sale
orders to a central market place,
where buyer and seller may meet
upon equal terms.

‘(¢) Free and open markets
available to everyone alike, un-
dominated by any single man,
group -or class, reflecting public
supply and demand for securities.

(d) Continuous and dependable
quotations permit . valuation of
listed securities and publish prices
approximately at which purchases
and sales can be made.

'(e) Increased availability of
capital for investment by the
ability. to change investments at
will; to permit the flow of capital
out of industries which no longer
require it into expanding indus-
tries.

(f) Greater dissemination of fi-
nancial information through ex-
change requirements of quarterly
reports from listed companies.

(g) Facilitating the establish~
ment of consisient prices for capi-
tal and credit by affording ready
comgparison through relatively

pitized for FRASER
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standardized yields resulting from
public appraisal of values.

Stock exchanges do not partici-
pate directly in the financing of
business; that is not their function:
Some ill-informed and misguided
critics have claimed they “play a
middle-man’s part of no economic
significance. These critics are in
great error; chaos would result
from permanent closing of our
exchanges.  Its direct effects
would be felt from the top to the
bottom of the world’s economic
picture. Central marketplaces are
essential to all segments of na-
tional life. ;

Every day thousands’ of inves-
tors decide to buy or sell securities
running into millions of shares.
Geographic ' separation - alone, to
say nothing of the great volume,
makes it impossible to transact
business in person; so they. deal
through brokers. Investors want
some measure to gauge the integ-
rity of their broker. Such a yard-
stick is .provided by ‘the rizidly
enforced rules of the New' York
Stock Exchange. 'Its Member!
Firms adhere to. perhaps: the

strictest code ‘of ethics and stand--:

ards of integrity to be' found in
the business world.

Not only  must members un- .

dergo careful investigation before
admission to the Exchange, but
the Partners in Member Firms,
who are called Allied Members,
and the officers of Member Cor-
porations, and all their employees
must qualify under the  rules.
Adequate capital must be main-
tained and at least three financial
questionnaires —answered every
year, one of which is based upon a
surprise audit by
public accountants. In addition,
'spot checks of books and records
are made periodically to see that
Exchange, Federal and State reg-
ulations - are 'being ‘- observed.
Liabilities as underwriters of se-
curities must be reported weekly
and any borrowings or loans by
the firm or individual partners
must be disclosed. For the past
half-century the solvency record
of Member ‘Firms has averaged
99.77%; it’s been 100% since 1939.

‘Customers must be informed
monthly of the condition of
their accounts and must be sup-

.plied with the firm’s. financial

statement upon request. Some
firms, like my own, publish com=
prehensive statements at least an-
nually and distribute them vol-
untarily throughout the country.

The Exchange safeguards the
type of securities it lists for trad-
ing by a multiplicity of require-
ments. Before its securities can be
listed, a corporation must prove
financial soundness by independ-
ent audits and other reports; it
must have a record of successful
management up to the time of
listing; must have at least 300,000
shares outstanding owned by at
least 1,500 people and must agree
to report earnings and render fi-
nancial statements at frequent in-
tervals, both to its shareowners
and the public.

Some 2,500 different securities,
issued by 1,100 corporatiuns are
listed on the New York Stock Ex-
change. - On June 30, the total
number of shares listed was 4,-
260,000,000 with® a total value of
$219.0 bililon.  Listed corporations
employ 11,000,000 people, pay half
the nation’s dividends and produce
half of the goods made.

Investors want sound answers to
the questions of What? Why?
Where? When?” And How? their
surplus funds can be gainfully
employed. - Those who entertain
“get rich quick” aspirations should
avoid securities. . Investing is not
a science measurable by a. slide
rule; it is an inexact art. The Se-
curities Research’ facilities and
trained representatives of New
York Stock Exchange Member
Firms, not unlike the legal pro-
fession, offer upon request coun-
sel and advice in the investment
field. Portfolios to fit any practi-

cal investment requirement will

independent

be prepared by qualified coun-=
sellors.

These services are often valu-
able to the legal profession, so
frequently called upon to set up
and sometimes administer {rusts,
estates and other fiduciaries. Our
ability to establish the value of
securities for these fiduciaries at
given dates and of assisting in ef-
fecting transfer from one name to
another relieves many complex-
ities.

Having in mind the vicissitudes
of all economies, I know of no

other industry which so constantly:

warns. its customers and prospect-
ive customers as we do: to learn
the facts; understand the risks and
assume no more ‘risk than:they
can afford; to provide first things
first “such 'as a home, insurance
and an emergency fund.  In. this
posture, we believe the investor
who wants to own his: share of

American Business can profit most’
securely with our historical eco-'

nomic expansion, £

‘Halsey, Stuart Group

Offers Gulf States.
Utilities Bonds

Halsey, Stuart & Co. Inc., as
inanager of an investment banking
syndicate,  on . Sept. 11 offered
$15,000,000 of Gulf States Utilities
Co. first mortgage bonds, 4Y1%
series. due Sept. 1, 1986, at
100.848% and accrued interest, to
yield . 4.20%. The underwriters
won award of the bonds at com-
petitive sale on Sept. 10 on a bid
of 100.08%. ,

Net proceeds from the sale of
the bonds and from the concurrent
sale of 100,000 shares of common
stock, will be used by the com-
pany to pay off $18,000,000 of
short-term notes issued to provide
funds for construction purposes,

and the balance, if any, will be
added to general corporate funds. wh

The new bonds will be redeem-
able at regular redemption prices
ranging from 105.10% to par, and
at special redemption prices re-
ceding from 100.85% to par, plus
accrued interest in each case.

Gulf States Utilities Co. is en=
gaged principally in the business
of generating, transmitting, dis-
tributing and selling electric en-
ergy at retail in an area in south-
eastern Texas and in south central
Louisiana comprising  approxi-
mately 28,000 square miles and
extending from Deanville, Texas
on the west to Holden, Louisiana,
on the east, a distance of over 350
miles. The company sells electric
energy at retail in 293 communi-
ties and surrounding - territory
with an estimated aggregate popu-~
lation of 850,000. It also sells, for
resale, electric energy to nine
municipal systems, 11 rural elec-
tric cooperatives and two other
utilities. The company also con-
ducts a steam products business
and sells natural gas and water
in parts of the area served by its
electric system.

In an unaudited report on
operations for the 12 months
ended June 30, 1956, the company
showed operating revenues of
$53,414,311 and net income of
$10,583,145, equal to $2.14 per
common share.

‘Other members of the offering
group include: Bear, Stearns &
Co.; R. W. Pressprich & Co.; R. 3.
Dickson & Co. Inc.; Hirsch & Co.;
Stroud & Co. Inc.; Auchincloss,
Parker & Redpath; Courts & Co.;
Fahnestock & Co.; Goodbody &
Co.; H. Hentz & Co.; Stern Broth-
ers & Co.; First of Michigan Cor-
poration; Arthur M. Krensky
Co., Inc. g

Barth Adds to Staff
(Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif.—Wil-
liam H. Magruder has been added
to the staff of J. Barth & Co., 404
Montgomery Street, members of
the New York and San Francisco
Stock Exchanges,

(1095) 27

Securities Salesman’s Corner

By JOHN

DUTTON

Effective Advertising

The following letter is available’

to subscribers to Modern Security
Sales, Edited by::Ferd:Nauheim,
and published by- Kalb, Voorhis &
Co.,  Members of the New York
Stock Exchange, 25 Broad St.,
New York 4;'N. Y. This service is
available to security -dealers -and
offers suggestions for advertising
and. merchandising Mutual ‘Fund
Shares, 4

“A Letter to Parents of '
Young 'Children”
“Some day you’lt.be
‘College Shopping’” '

“And that’s why it is mightv
important to do some shopping
for the best way to finance college
educations today.. .

“Look at what has happened. to.
college tuition fees:; ;

guide for new men entering the
field of Mutual Fund salesman- -
ship, also of those who are more
experienced as well. He has sent
me an advance copy and I can.
endorse it wholeheartedly. ‘Any
man who follows this outline as _
a set of principles to guide him
in a sales. career will not only be
successful but he will be a better
man; : ;

- “Knowledge and energy used

“within the framework of honor
will bring success to.any sales-

m‘m"" . _pove LAIRD
Ames Heads Group
- - For Better Schools

'Mr. Amyas Ames, a partner in

-the firm- of Kidder, Peabody &

“That’s just the tuition. The cost
of food and shelter and clothing ...
well, you know about them. Harr
vard’s tuition " history .is.  typical.
Today. it takes between $10,000
and $12,000 to finance four years
of, college. '

“But is it possible to prepare
for and take a lot of sting out of
the college financial bite . . ; if
you do something about. it now.

“Many. thousands of parents are
using Mutual Fund investing to
build a financial reserve for the
time when‘college bills come due.
I'd be glad to show you how and

y.

“Please tell me, on the card I
am _enclosing, when and_where
you would like to hear the de-
tails,” 4 ;
“Sincerely,”

Also an Excellent Brochure

Also currently available is an
envelope-size brochure entitled
“Is Inflation Normal?” It is simply
and  concisely - the story -of the
decline in the purchasing power
of the dollar from 1895 to date.
It also illustrates the counterbal-
ancing upward trend of stock
prices and offers the alternative
“Which risk do you think offers
the greater chance for profits or
growth?”

It is a well designed and clev-
erly illustrated pamphlet that can
ha offered in a newspaper adver-
tisement, with direct mail, or in-
cluded in monthly statements. It
is effective because it is a direct
and clearly stated presentation of
bow dollars have depreciated
steadily over the longer term, and
anyone can understand it without
difficulty.

Other Material Available
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