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EDITORIAL

As We See It
“Foreseeable trends indicate that good- times

for the American people should continue through
the entire twelve months with over-all -employ-

ment. income and production higher than this -

1956,” according to thef Secretary. of Commerce
who the other day in Washington issued a state-
ment reviewing the year just past and -taking
a look at the future. He thinks that “in view
of the economy’s present high pace, the rate of
expansion may not be so fast as now,” but her
'js sure that “barring grave emergency, the econ-
omy as a whole should set new records.” In a
mood of self-gratulation the Secretary then adds
that ‘‘confidence is strong. People are earning
more and spending more, capital investment is
at a high level.”
hower team then gives
‘ministration for these blessings, no one is likely
to condemn him for this bit of political strategy.

On the same day in another city Edwin G.
Nourse, a former Chairman of the President’s
Council of Economic Advisers — and not a de-
votee of the New Deal or the Fair Deal, either-—
warns against ‘“high-pressure economics.”  Un-
reachable goals, or goals set so high that they
invite inflation and other evils are not whole-
some, he insists. We, of course, have no way of
knowing precisely to what the speaker was re-

nomics.” He may or may not be disposed to
object to the occasional official forecasts of
greater and greater things to come, of to such
exuberant statements as that of Secretary Weeks.
There are, o; course; many ways of placing /the

Continued on page 24
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Outlook for Fiscal
~ And Credit Policy

Vice-President ‘and Economist,
. Bankers Trust Company, New York

Wellknown banker-economist. observes current business
situation does not warrant, as/yet, a basic credit policy
change; believes authorities will not permit a “repetition
of the near-demoralization in the Government securities
market that developed.in the second quarter of 1953”;
and, after reviewing 1956 Treasury financing and debt
management operations/ and 1957 prospects, perceives
no easier lot for the Treasury’s fiscal-debt activities in
the year ahead. Mr/ Reierson comments on the larger
injection of Federal Reserve credit, commencing last
November, than that supplied in the corresponding period
of 1955, and f;ésibility of bill rate fluctuating rather
contindously above the discount rate.

The Americgn economy is closing 1956 with pré)duction,

large credit to the Ad-  inqustrial corimodity prices, and incomes at new, peaks.

Gross national product will set a
record of about $412 billion, some
5% % -above 1955, but perhaps as
much as dne-half of this rise reflects
higher prices. Increased investment
spending, notably on business plant
and eduipment, gave major:impetus
to th¢ boom in 1956 and capital out-
lays/in the aggregate are still on
the/rise. T N
The Treasury -in 1956 derived a
benefit, on balance, from the infla-
fionary environment through a large

Jincrease in tax receipts, which are

ferring when he spoke of “high-pressure eco/

close to $10 billion ahead of 1955,
while outlays advanced by no more
than about $2 billion. As a conse-
quence, the Treasury’s cash deposits
in the calendar year 1956 exceeded cash withdrawals
by as much as $7 billion; in 1955, in contrast, there had

Roy L. Reierson

“An address by Mr. Reierson before the Annual Meeting uf the

American Finance Assuiatiohy{levphnd, Dec. 29, 1356.

SECURITIES NOW IN REGISTRATION—Underwriters, dealers and investors in corporate
securities-are afforded a complete picture of issues now registered wltl.n the SEC and poten-
tial undertakings in our “Securities in Registration” Section, starting

Continued on page 20
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Stock Prices During Inflation
: By JOHN M. TEMPLETON '
Templeton, Dobbrow' & Vance, Inc., Englewood, N. J.

" Warning that loose thinking on the subject of inflation
is a danger to sound investment management, recognized
investment counselor emphasizes inflation is only one of
many factors influencing stock prices, and illustrates this
with charts showing significant disparities in cost of liv-
ing price levels and stock price behavior, including nat-
ural resource stocks, both here and abroad.  Mr: Temple-
ton points out stock prices can decline during price infla-

tion, -inflationary trends are sometimes interrupted by
deflation, and that drastic declines in stock prices can

~occur despite longer-range inflationary trends.

Recently there has been much talk in Wall Street to
the effect that, although stock prices have tripled in the
last seven years, there is no need for concern because of
the prospect for further inflation. Such vague talk may
give some investors a false sense of
securitity. Another example of re-
cent loose thinking is the idea that
higher prices are likely for all stocks
of companies owning natural re-
sources because of the continuing

. inflation.

Ideas which grow popular, like

these, do usually contain some truth.
The “new era philosophy” of the late
1920’s was based on the truth of

 ‘population ‘growth and America’s
unlimited " future; but the truth of .
such trends was small consolation
for those who held common stocks
between September, 1929 and June,
1932. I am firmly convinced that in-
flation is a condition of our present .
society which probably will continue for .a generation or
more. In fact, throughout the history of the world, in
every nation we have-studied, there has been a ten-
dency toward inflation in the long run. But these are
the days when we should remember also two other facts.
First stock prices can decline drastically even during
periods of inflation.. Second, long-term ‘trends toward
intlation are sometimes interrupted by temporary de~

Continued on page 29
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The long experience of “Han-
seatic’s” . large trading - depart- |
ment, too. provides the kind of
accurate, reliable executions they
like. S

Next iime vou have a trading
problem, why “not. call “Tlan-
seatic” too, -
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The Security I Like

A ‘continuous forum in which, each week, a-different group of 'E;bedi
i+im: the investment and advisory field from all sections of the country
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-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 {o sell the securities discussed.)

.-HARRY D. MILLER
Pariner, Nugent & Igoe,
East Orange, N. J.
Members New York--Stock <Exchange
Texas Pacific Land Trust -

The present market presents
many uncertainties, and the bear-
ish ‘arguments are perhaps‘more
convineing -than those of  the op-
timists. In my
opinion, the
one big factor
which has
prevented-
stocks . from
following the
bear market
in'bonds is the -
fear of contin-
ving inflation.
Price-wagein-
flatinn  seems -
with us to
stay, and cer-
tainly any
heavy reces-

Harry D. Miller

- sionary tend- .

encies would lead to bigger doses
of inflation as the surest weapon
to combat deflation.

With this in mind, what better
purchase is there than a pure in-
{lation-type stock which is sell-
ing at an_ all-time low and an-
nroximatelv half its 1935 hioh?
Texas - Pacific Land Trust.repre-
sents holdings of land and of oil
rovalties both classic examples of
inflation hedges.

Outstanding capitalization, as of
Dec. 31, 1955, was:

Ctis, of Prop. Interesi $100 Par.
sCbls, of Prop. Inter¢st 51 Par___

2,351
1,146,489

Totdal Both Classes...._____. 1,381,589

During 1956 the Trust has re- -
tired 27,500 sub-ghare certificates -
compared with 12,000 -last year, -

Jdeaving a total of hoth classes out=
standing -of :1,354,089. At the time
of the spin-off of four shares: of

TXL Oil Corporation.in: Decems=.
ber, 1954, the Trust retained ‘the

following:

Land (Surface rizhts
onlyy o

Town Lots - &

Trust ‘sold some 85,000 acres in
El Paso County — considered

among the.least desirable.of ‘their,

acreage for 87.50 an acre. “Assum-

ing a“price of even $5 amacre for -

the entire acreage, this would-be
$8,935,820 for the land, or apnrox-
imately £6.60 a share.. In addition
to this, the Trust retained £600,.-
009 in cash arid 1-128 perpetual
royalty on 85,324.77 acres held bv
production and 1-16 on 386,928.16
acres which wera held hy delay
rentals, that is leased but not in
production.

As of Dec. 31, 1955, there were

about 1,230 wells producing - on-

-this .acreage~and some 50 have
been brought in this year, rom-
pared. with 76 in_1955.. Of the
acreage held by the delay rentals,

* quite a\l\arge proportion is in areas
where production has been. found,

A large tract is held in Culberson
County (124,723), in the Delaware

Basin, which has good future pos-

cibilities. In addition, the "Trust
derives about $160,000-a year from
grazing leases, about 997 being
leased for such purposes.

As of.Oct. 7, cash on hand was
about “$860,000 invested in short
term obligations.. . .Of this, .about
©300.000 was set aside for income
taxes. - - RAR Y

An -interesting - feature - of . the
acreage ‘value is the phenomenal
‘Erowth- of Texas, and some of its

~cities .and towns. ~For nstance H1 -

-Paso, which-is hemmed in by the
Rio Grande and Mexico on the

'south and mountains to thenorth, . -

»
. Estimated 8385,000 or $3,850,000__

17783,1791 T iroves
S = 1.3¢2 lots *

-This :gives 'the Trust surface
rights on approximately 1.3 acres.
of land per share. Recently,1he®

has spread eastward and ‘the citv"

_limits are :now:at-one’ point only

three miles from a. large* TPL:
holding -of ~over 12,000 acres.. 1t

“is quite conceivable that fhigTand”
“will 'bé ‘worth - several’ shundred

dollars per acre in the near future.
For the 10 months ‘ending Oc¢-

tober - 1956, gross receipts: were

about $197,000 over Yast year.

4 Valuation
«Summing Up *' Per Share
Appeex. value of land ;
(At -a minimal value of $5 per
acre) i .

.Royalty Interest

Capitalized at 10 times income
2.80
Cash .on hand less income tax re- A

serve of $560,000 .40

Total st X CEIPNT A I SO L $9.80

The akove figures are, in. my
opinion, ultra conservative. Also
no value is given to the huge roy-
alty-potential on the 386,928 acres
held by delay rentals. Consider-
ing this, p'us the dynamic growt
of Texas, the copstant retirement
of certificates, and the ever pres-
ent promise of further inflation, I
know of no more certain vehicle
for long term capital growth, The
stock is listed on the N. Y. S. E
and is currently quoted at about
$7 a share.

\

‘PAUL S. MORTON -

Peter P, MeDermott & Co.. N. Y. C.
Members: N. Y. Stock Exchange
National Theatres, Inc. .

- It is difficult for a person em-
ployed in the securities business
to write about a “Security I Like
Best.” There are to many to
choose from and I think it woula
. ho mora ga-
propriate to
write about a
company I
like and
whose stock I
feel could-
with.. a little
patience prove
mrofitahle
from-=a. per-
centage. point
of view.:
National
sTheatres  op -~
] erates'the sec~
ond -lafgest,
Paul S, Morton _cnain of  mo-
tion.picture theatres in the United
States. - Concentrated - mainly - in
the mid-West and West Coast: Na-
tional .operates some 324 theatres
(196 cwned. 'and, 183 ‘leased) .in
197 cities and in 20 states.

Previously controlled by Twen-

tieth"Century-Fox Fiim Corp.; thé ™

company came into public owner-
ship via the “spin off” route ir
September, 1952. Since the adven*
of television. the motion picture
industry has been in a prolonged
and steady -decline. As a result
National Theatres’ income from
film exhibition has-deelined froni

-$3.74 per share in 1947 to 63 cents
_per Share for the fiscal year end-

ing September, 1956. However,
the sale and lease back of the

Pertinent

Fiscal Years Ending September—

Total income

Net income before special item
Per share :

* Net income and special item.
- Per share et

Cash.and U. S. Govt. securities___

Working capital

. -Long-term .debt -due after. one. year

Capital stock.and surplus__-

“Book value of capital stock pershare” - $10.22

- Dividends paid ver.share

Number- of, operating theatres

Shares-of eapital stock ‘ontstanding?

" The Cam'n}rcia,l and Financial Chronicle .,

This Week’s -

* - Theif Selections:’

Texa$ Pacific: Land ’i‘rusf—"l-i‘:!n‘&"

D. Miller,. Partner, Nugent &
Igoe, East Orange, N. J. (Page 2)

National Theatres, Inc.—Paul S.
- Morten, of-Peter P: McDermott
& Lo New York- City (Page’2).

$1.09 per share ‘for a total -net
income 01;,31.72 per share for.the
year, and! therein lies a tale.

National - Theatres, Inc., has a:

capable management - which  is
-making every. effort to halt the
downward ‘trend 'in earnings.
Among other: things they have
sold and closed unprofitable thea-
tres and converted others to: in-
come producing properties, such

as parking lots, supermarkets; etc.’

The- benefits from these  actions
are obviously two-fold. Tt is in-
teresting to note that during 1955
National ' Theatres disposed of a
number of unproductive theatres
for approximately 34% more than
the value carried on the com-
pany’s books; during 1956 this fig-
ure was 43%. in excess of -the car-
ried value. The parent company
was . reorganized in the early
1930’s, land and property values
since ‘that time, needless to say,
have increased many fold. The
book value as of September, 1956,
was %10.22 per share, . For. those
who like .to -tinker .with figures.
try estimating the. real value of
the pro~erties and add that to the
book value. - :

The companv's finanrial posi-
tion js strong. (See accompanying
table.) -

As a means of diversification
Mr. E. C. Rhoden, President, has
indicated the company intends to
purchase ~.a - profitable  husiness
outside the realm of the film in-
dustry. :

The leaders of the theatre in-

dustry, who should know, claim k
the cause of the: “Box Office” -

downswing is an insufficiency. of
‘good pictures. Personally, it is

going-to take more than ‘just a -
good-picture to move me from mv
comfortable.armchair viewing my
favorite television program. It is.
going " to  take .a- good Wictire” -

*plus” an cutstanding. method of:
projection. and  reproduction of

souind “ta_motivate and. reactivate‘ ;
my “movie night.” Pictures ‘such™:

as' Oklahoma and 80.Days Around

the “World," done - .in Todd-A:O.

process; would-de the trick, °
National Theatres, according tn

the' world-wide exclusive rights to
the Smith-Dieterich . patents cov-
ering a new electronic lens system
of cameraand projection technique.
The new audio-visual me-
dium is called “Cinemiracle.” Us-
ing three cameras which-are syn-
chronized and -mounted in unison
to photograph the'image, the pic-
ture is finally projected from one
central -booth -which- holds three

Continied on page 25
Siatistics
1936 1955
: $59,707,000 $61,692,000

4,387,0C0
2,277,000 .
- $0.84 ¢
-4,648,000
- 8172 7
16.055,000
9,453,000

ral’income taxes,
‘minority interest and-special -item__-

5,782.000

2,886,000
- $1.04°
2,886.000 -
$1.04°
14,335,000 .

27,581,000 24,897.009
. “$8.99°
S0c

0 2,769435

.20c
=7 12,699.486
i o 1324

279,000 sklxaresnpﬁrchased;dv.ﬁ-irig fiscal year. -

Forum. Participants lapd: 5%

..Louisianaf.%Secﬂi%ﬁes

, e STEINER, RoUSE & Co.
l‘flo’xy; Theatre: and _séle."df. ’-othe"rﬂ'
iheatres ‘and -real-estate - resulted -
in-a _capital -gainm of $2,940,000. or..

the :annual .report, -has -acquired. -

5,864.000
20,914,003 °
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The Sword of Damocles"

"By BRADBURY ‘K. THURLOW
. Partner, Osborne & Thurlow
Members, N.Y: S. E.and Ameriean Stock Exchange °

Security. analyst concludes credit, restraint policy .via- higher. -

interest rates. is fraught with: sericus inflationary implications. - ;’ ; :

in_view ‘of - $56 billion “of . government redeemable. debt held -

by individuals; who. may decide_to shift into hlgher yielding .
- outlets and- confront -the Treasury with a- major problem of -
-.raising funds from. the. publxc without resorting to direct and <

-.yiolent “inflationary -measures.

'todny: condmpm, ;hat 'mereased costs<-induces :increased =*. :

“Mr. Thurlow ~helieves;-under *

. demand and;; thus; “one might argue ‘that the Federal:Reserve.
has actually mcreaud rather. - than reslramed the demand:

for money. . ...

Talk - to - almost ‘any .economic
- Yclassieist” :and he ~will ‘tell you
that rising .interest rates. ave de-
¥lationary and should in the long
run exert
rdownward 7
pressure on .
stoc kK and..
commodity
prices. The-
Federal Re- . A
serve “Board '|'§
obviously - be- -
lieves this and
most idves- .
_tors, whatever
their inner
. misgivings ‘on .
the subject;.
would be slow
to challenge a
concept which
is accepted as dogmatically in our
age - as . was _the prevalence of
& w:tches and the prescience of
oracles in earlier times. There s,
however, strong evidence that-the

whole concept may prove mis-

B. K. Thurlow

{aken. ‘Whatever one’s - precon-

. ¢eived  ideas’ may -be on. this
subject, - this -evidence - deserves
serious and dispassionate consid-
eration.

First let us review- briefly and

‘ in general terms what has.been .

" done and how it has socceeded to
date

In early 1955 the Federal Re-
serve Board disturbed ' by in-

d creasmg ev1dences of inflation in

the growth of consumer debt and
{ acceleratmg corporate expansion

via borrowed money, decided  to-

make money more difficult and
. more expensive to borrow. Since
i then the - rediscount rate. has
doubled. (1% % to 3%), the yield
- on Treasury Bills has tripled, and
at least for the small borrower,
money has become almost impos-
sxble to find at any price. If we
look at the trends of borrowing,
however we see that lnstalment
credxt now at over $31 billion,
has increased about 35% since the

begmmng of 1955 and over 10% .

during the past-12 months. Mort-
gage loans on:one to four family
propernes at about $97  billion,
are still rising at a near record
rate of about $11 billion annually.
Business expenditures  on new
plant and equipment in 1955 rose

"

about 5’/2% over-. 1954.: For 1956

the rise - is~about 16% % to over

$34 billion, and -preliminary esti- .
mates - call for ~anether-11% in-
crease in 1957. New financing by
common stock issues has fallen by

-almost a third (to.about ;$1.6. bil-

lion -estimated) .since 1955, while

bond financing in the first nine

months of 1956 (about $6-bi11ion)
is about 22% above the: com-

_parable period . in 1955 jand 8%
“below the first three-quarters of
» 1954. Bank loans (last reported in
“ June 1956 at about $34 billion)
~rose- about - 10%"
- months of last year after a rise of
~around. 25%

inthe | first six

in - 1955. , Business
loans for the first nine months of
1956 -increased ‘$4.2 - billion - com-
pared with $3.6 billion-in the cor-
responding period of 1955.

Paradox of Tight Money. -

®
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lnternational Crisns and U S Economy ‘Analyzed by

Marcus Nadler:

One -may -well ask- whether the .

policy- of making money more ex-

pensive has reduced -demand ‘or -

has brought about the results the
Federal Reserve was hoping for. I
believe it is <axiomatic under to-
day’s conditions (although not
wxdely accepted in orthodox. eco~
nomie circles) that an increase ‘in
the cost of something brings about
an increase in demand,. particu-
larly if those responsible for the

demand believe the: cost'is likely

to increase- further. Thus, if one

Regular F eaturea

As We See It (Ed,ltoual)
Bank and Imurance Stecks:
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Coming Events in the Investment Field

Dealer Br0ker Ihvestment Reeommendations._.

Einzig: “Brltains Prospects for

1957,

From Washington Ahead of the News—Carlxsle Bargeron

knows - that something ‘he must”

have will cost more six months
.ftom now -than it does today, he
will -anticipate his needs. When
businesses. en  masse  anticipate
their needs, the needs themselves

_start to increase, at least in dp~

pearance, and one has a boom or
inflation (or whatever else:one
will call it). Herein one might

argue that the Federal Reserve. .

has actually increased rather than

restrained the demand for money, ...

but this is beside the pomt of my
main argument.

Havmg demonstrated at least
ineffectiveness in the accomplish-
ment of its monetary objectives to
date, is it possible -that the Fed-
eral Reserve has committed a far

more serious (if yet undiscovered)

¢ Continued on page 22
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Growing Boemg

By IRA'U. COBLEIGH

Enterprise

Economist

(\The blggest aircraft manufacturer in .America gels. bngger as.
its earmngs outlook gets ‘brighter.

It ‘takes a ‘whole lot of ‘much -

. faster, bigger and sturdier flying
things than the Dove of Peace to
. keep said bird alive and volant.
Thmgs such as

B-47s, B-52's

and guided

missiles, much

as they con-

trast, in dé-

sign and pur-

pose, with the

celebrated
celestial car-
rier of the
olive branch,
are still that
bird's best
friend. So if a
dove happens
to flap into a
; brokerage of-
fice to .order a few shares of
Boeing. you must understand it
may not only be exercising pru-
dent investment judgment, but
giving attention to- a mattm of
life and death: Z

With this bird’s-eye mtroduc—
tion to our topic for today, we'd
like to paint .a ° brief, albeit
sketchy, - portrait in hnanclal
prose, -of Boemg Airplane Com-
pany. Now in its 41st year, Boeing

Ira U. Cobleigh

. is not only the largest aircraft.
maker in the world, -but has: ar-

rived at. that:status b'y dedication

. to :the .development -and. produc-: -
transport 3

. :tion  of .- larger: _type
.planes for both mllltary and com-~:
<mercial - ﬂxght

. “orders’ today is ' a - staggering $3
““billion, "up “from $2%5 bilhon at
“April 1 1956. i
Before looking -at future ele-

ments -of _production: and pront-

ability, some-reminder of. earlier.

Boemg prowess and prestige may’
be in order. !The §-29 or Flying

Fortress was our most renowned
_strategic bombardment aircraft in’
World War II." Out of that model

grew the B-47, work horse of the-

Strategic Air . Command in  the
field of - medium bombers, ‘and
principal present toter of atomic
bombs. ' But of all our technolo-
gies, aviation . stands still : the
least, and the B-47 is already
moving-toward termination of its
production, giving place to . an-

other Boeing leader, thé B-52, a’

_Stratofortress powered by eight;
" jet engines. This B-52 represents

the largest single model aircraft:

production program: ever under-
taken in the U. S. Current deliy-
eries of about seven units a month
are expected to -treble by mid-
1958.. Present schedules project
the delivery*of 600 B-52's by 1959

. turbojets,

Its backlog of(

~expect.sales. to. top $11%

Just as the B—47 has been out~
moded, so has the plston-engmed
KC-97 Stratofreightér = (both  a
transport tanker useful for refuel-
ing in flight, and a carge plane)
been -displaced- by -the newer -jet
propelled. KC-135, chosen.as the
standard Air Force jet tanker. The
‘first unit of this' model came off
the line in July of 1956, and plans

‘now call for ‘delivery of 400 of

these by 19859. Not only that; but
a. commercial type adaptation of
the KC-=135" (also propelled by
J-H7 jet engines), the 707 Strato-
liner, is being cxr_eedmgly well
zecelved by major air lines. ,This
swift super transport .wil cost
about $5 million. One- hundred
and thirty-six. Stratoliners- are
=Iready on order, for delivery late

<if 1958 to eminent clients, includ-

ing Pan American World Alrways
American Air Lines and Trans-
World Air Lines. Further varia-
tions of this basic KC-135 design
include a model
which - Braniff has or-
dered for 1959 delivery; and the
International, believed to repre-
sent the Jongest range and largest

capacity commercial. transport: jet’

developed, .All this. . suggests a
pbroader diversity of future -Boe-
ing -sales, ‘which, in recent years,

have. been almost entxrely to the

military.
Then, of course, major mrcraft

companies. today " are all mtenseTy ¥

interested in missiles: .Boeing'is

the .Air Force an = anti-aircraft
guided missile, the IM-99 Bomarc.

It's a supersonic ram: jet' sort of.

rocket believed to be remarkably

accurate within a range of -several-

hundred - miles. ‘The "design ‘and
testing “stage of Bomaryce is now

pretty well along but actual voi-_
.ume production

is still many
months away. 3

Here,” then, in general is- the
product program-of this renowned
air frame manufacturer. As-you
can readily percéive, the company
has, for many months, been in
1ather of a period. of transition—
phasing out of production in passe
models, and upcurving production
in the newer-and more functional
craft. As a result of this manu-
facturing transition, sales~ which
exceeded $1 billion in 1954, fell
back to $850 million for 1955.
{The decline. in net . profits - was
only about 5%, however.) For
1956, it looks as though sales-will

recross the $1 billion mark, and _

probably set a new record of gross
earnings. For 1957, we $hould’
billion,

. assuming full

_present and prospective;

powered by"

The Commercial and Financial Chronicle . .

scale production .
targets of the B-52 ‘and ‘the KC-"
135.; (and variat:ons of it) are
" aftained. c S
‘All the foregoing 1s, of cou
of intense interest to shareholders,
Long-
term stockholders in Boeing have
come 'off very well - indeed.  .Gen-
eral policy in past years has been
to <distribute” about " one-third of
net in cash dividends... There was
also a two-for-one stock split on
Aug. 6, this year, and a 2% stock
,dxvxdgnd payable  Dec. :17, 1956.

Regular  cash dividend of . $1 ‘is

handsomely  covered ‘by- a per
share net, which should - exceed
$5.30 this year, and possibly move
up to around $7.50 for 1957. Those

‘who-might regard the current cash

payout as a bit on the ‘meager side
shiould take note that very-sub-
stantial retention of earnings is
requlred to finance the present
expansion program which, in the
three-year period, 1956- 1958 is
expected to call for a.total outlay
of $100 million. On completjon of
this plant addition and improve-
ment, a new and higher level of
earning power seems gquite pre-
dictable; and patient shareholders
may well benefit quite hand-
somely in the 101'1g run, from this
current frugality in cash dxstrlbu—
tion. There are 6,666,688 common
shares of Boemg common.-listed
N. Y. S. E. The price range for
‘1956 was between 45% and 653
with current quotation around 61.
At this_price the shares sell at”
about 11 times indicated earnings.
If per. share. net as high as $7.50
should._be realized a year hence,

and the 11-times multiple - con--
‘tinued, . you' ‘might . conjecture a

Dec:- 31 1957 -share’ mrarket: price .
of - 8212, but this is pure trystal

1o exception, It has.developed for..8aZiNg:

The favorable: consxderatxon of-

-any aircraft equity ‘at this market

stage.depends on-your: viewpoint.-

With an enlarged Federal expend-
[iture for military. account defi-
‘nitely.

‘projected. in

the next' 12
months; :

with ‘a” huge “sum—$81}

billion — earmarked - for aircraft’ °
"and missile ‘expenditure for the:

fiscal year ‘ending . June30, 1957;"
with vast provisions for naval and
military aircraft procurement run-
ning years -into .the . future,: a
bearish viewpoint about axrcraft
equities seems. ‘most luoglcal
Whereas many industrial com-
panies can perceive only slight,
hopes of larger earnings and
higher dividends for 1957, the out-
look for major aircraft manufac-

turers is indeed bright; and few .

can -offer a -vista of financial
growth in 1957 moreé attractive
than that of Boeing.

Whether we like it .or not, cur
Federal ‘budget, postwar and for
years ahead, has been character-
izéd by heavy military expendi-
tures; _and: -unfortunately, . .the’
dawn of the New Year: brings -us

- no- nearer -to ‘peace-.than two :or

Decgmoef 31; ?Qﬁt‘;

»
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five years ago. Thus our-best hope
for’ peace .is. still mxhtary might; -

‘both to’ dxscourage aggressxon, and - ,’
: ‘dssure - retaliation.” Without aif=-
, ~craft and ‘missiles, -we cannot pos=-

sibly ‘achieve-. those - objectives.’

. Thursday, January 3, 1957

.

A J. Belfizzi- llejoms
- Staff of Walston Go. o

(Specm‘ 10’ 'IH: Ynutfcxu. meo-vm.:) t”

With-derial’ prepotence, however, Yo AN FRANCISCO, Calif. — A.

we may 'So Happy New Year,and
keep. ’em .flying —the Dove ,of
Peace -aided - and abetbeﬂ by
bombers and ‘missiles, many oi
thém by Boemg y

Joms Sutro Staff

(Special to/THE F1x SaciAr CrronicLE)

. SAN'FRANCISCO: Cahf.———wn-
liam M. Friede is. now connected
with Sutro & Co., 460 Montgomery
Streét, members of the New York
and--Pacific- €oast * Stock -Ex-
changes. ' He “was fornierly. w:th
Reynolds & Co. :

.Strauss & Co.

‘Joseph .Bellizzi: has Tejoined :the -
staff -of Walston & Co., Inc., 265
Montgemery Street, members of

‘the ‘New York and Paeific Coast ~

Stock " Exchanges. . ‘Mr. - Bellizzi
has  recently been wnh J.-'S.

Craigmyle, Pmney Branch v

DELRAY. BEACH, Fla.—Craig-"
myle, Pinney & Co. has opened a

_branch .office at 704 East- Atlantic

‘Avenue ‘under- the" direction  of
Roger E.-Montgomery. -Stepnen J.
Sanford is .associated ‘with the
new office as analyst.,
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State of Trade
and Industry

. Steel Production-~
Electric. Qutput -
. Carloadings
Retail . Trade. ;
Commndlfy Price Index
Food Price Index
‘Auto’ Production -
Bunneu Failun:

. As a consequence :of many.factory éloéldga'i\h;i' reduced: dix‘t-
-put schedules ‘for ‘the -Christmas. -heliday, over-all industrial pro-:
‘duction for .the- period ended on’ Wednesday-of last ‘week, was.at:

-a_ mogerately reduced- leyel, -but it was at the same time; well'

above that of the like week a year ago.
g With respeet to unemployment in the . latest w eek ‘it - was Te-

ported that initial 'claims for unemployment msun.nce declined -

2% but -exceeded those-of last: year by 9%.

Claims for unemployment insurance by. xiewly lald-off work--

- ers rose more ‘than 24,000 to about 288,800 during the week ended:
Pec. 22, according to the Bureau of Employment Security. -
: Thxs was. about .7,000. above- the correspondmg week of 1955
when the total was stightly over 282,000. .

At the same time, the Bureau said the. number of workerS'

already " drawmg unemployment  insurance under' Federal. and

state programs increased by abouf 60,300 to 1,222,000 during the
“*week ended Dec. 15. -The total for the like week a year.ago.was

about 1,089,000: T E g ey

In the steel industry this week, “The Iron -Age,” national

metalworking weekly, reports -that. steel will be hard- pressed
to keep up. with demand during 1957.. The mills will set a' new’

production record as much. as 3,000,000 tons better than the 117,-
000,000-ton mark established in 1955.

* An “Iron Age” survey of major steel-consuming industries,
pomts to another banner year for most of them. Mcst metalwork-
ing companies expect to do as well, or bette1 than 'in 1956. .0On
top of this, the blow-up in Suez will mean all out construction
of oil tankers, record drilling in-the oil fields and higher defense
spending and stepped-up foreign aid; it. continues.

. _This not only means strong demand to keep productxon lines
rolling, but it also means that steel users will be battling to re-
bujld inventories against the’ pOSSIblllty of a real international
explosion. ‘Hedging against coming hlgher steel prices will add
some: pressure but not so much as in previous years..-

The steel mills enter the New Year with very heavy carry-
overs in most> major products. The' situation is partlculaxly em-
barrassing in plates; structural shapes, seamless pipe, linepipe and
hot-rolled sheets. In plates, seamless, and linepipe, the supply
problem is worsening rapldly, it"adds.

The “Iron. Age” survey covered nine ‘important steel- usmg
industries and a breakdown of their, outlook shows that the ‘auto-
motive industry will enjoy pos51bly the second-best year in' his-
tory. Auto people are talking about 6,500,000 cars and 1,200,000
frucks. Machine tool builders, it states are. shooling for thelr
second bllllon-dollar year in a row and 1957 may top $1 billion
by a bigger margin than 1956, which set a new peacetime record
for both orders and shipments. The United States Department
of Commerce forecasts new construction spending of $46,500,000,-

© 000, up 5% over last year. Appliance makers, too, are pledlctmg
gains of 30% over 1956 with the consensus 10%.
In farm equipment the outlook is for a 5% gain over 1956.
- Spending for new plants and equipment is expected to approxi-

mate $37,000,000,000 or $2,000,000,000 better than last year s record- .

‘breaking $35 000,000,000.
‘ Commumg, it declares the oil industry will spend about $6,-
300,000,000 in 1957 for expansion and exploration compared with
. $6, 0(]0 000,000.1ast year. The Suez crisis could push 1957 spending
even higher, than ‘expected, it_ states
After ‘weathering some rough years, " coal is on the move
again. Stepped-up domestic ana export demands forécasts con-
sumptmn of 461,000,000 tons this year compared with 448 000,000
tons in 1956, accordmg to this trade authority.
d in the aircraft industry, manufacturers look for an $8, 500
000,000 year comparcd with $8,300,000,000 last year. Backlogs are

Continued on page 27
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Observatwns Ol
== By A. WILFRED MAY-=
BUSINESS AND THE STOCK MARKET N 1957

“Pros” and “Cons” E

- The

Followmg ~our custom at New
Year forecasting time; we-list ob-:
Jectwely without editorial empha-:
sis; the ten leading “bulllsh" and
“pearish” fac=
tr»rs ‘relevant

10 1937 busi--

stock market

Whlle domg
S0, we: caution:.
our readers
thatrather
than deter-
mining market
performance,
the political,

~economic, and”

business
events will
chiefly serve
as - explanations " of the market’s
performance after it shall have
occurred.

A. Wilfred May

: # & %
“BULLISH” FACTORS

' (Please note the paragraphs as
correspondingly numbered . under
“BEARISH” INFLUENCES fol-
lowing hereinafter).

(1) - Rising  national output
lllhﬂy to. be ‘reflected in a Gross

National Product. rise of 4% to .

$430 billion.

-(2) Higher personal consump- .
uon and’ general non-residential

construction expenditures. .
(3) Managements’ indicated con-

tinuance of liberal outlays for .-

plant’ and equipment.

(4) Increased: government .

.spending at local as well as Fed-
eral levels.

(5) The prospective credit s;tua- L

tion; in ‘that the' current squeeze

may get ameliorated, or at least -

continued only as the accompani-

- ment and manifestation of a boom

economy.

(6) The Middle East and other
international crises; with their
fillip ‘to inflationary spending for
military and foreign aid purboses.

(7) The continuance in office,
and by a sweeping vote of con-
fidence, of the Republican Admin-
istration, with its connotahons of
“good w1]1 to Lusmess

(8) “Inflation,” with a. further

pnce level rise of at least 2%, gen--

cnally predicted for 1957,

Specific Stock Market Factors
(9) The availability of a goodly

number of issues at prices that.

appear -to be justified by quan-
titative value criteria, (ex-“infla-
tion”) including long-term earn-

prospects.
10) A continuing long-term
;tise in the popularity ‘and - price

- of equities, based on secular in-

dustrial expansion, . inflationary
pressures, and general favoring of
equity, versus fixed-income hold-

< ing;.rall functioning as’ cushion
“‘under any. intermediate reactions,

“BEARISH” INFLUENCES

(1) The possibility- ef-a _down-
turn in the'indiees after mid-year
marking a reversal in the trend
of -business- activity, despite the

likelihood of a favorable compar-.
.ative record for the entire year.

(2) The outlook for lower ex-
penditures in some secfors, as in
residential building, and. possibly
disappointing automeobile pur-
chases, combined with the gener-
ally continuing expansion in in-
ventories,

(3) The indication from recent
surveys of a likely falling off in
business spending for new plant

and -equipment “after a bulge in. -

the early months. The vulnerabil-
ity of presently contemplated out-
lays to a change in_ underlying
conditions or psychology.

asset - value and growth

exemplified by the tardiness. re-
vealed: in the effectuation .of the

multi-billipn-dellar. national high--
! way program passed. by the. Con— :

gress: last June,

(5) .The credit- squeeZe with-
. ‘particularly strong effects in cer-

tainr sectors.’

(6) The Middle East- and. other
tension: aith the immediate im-
pact of Suez on Western European
business and finance, and with the
traditional assumptlon that mter-
national strife is “bad for capital.”

(7). The -comparatively defla-
tionary tone of a Republican Ad-
ministration, The apparent elimi-
nation of hopes for tax reduction.

(8) Profitless Prosperity. The
likelihood ' that higher wage and
other costs 'will . further extend
the 1956 profit margin ‘decline
from: 3.5% to 3.4%. The resulting
“prake” on earnings and dividends
could counteract inflationary
forces

Speclhc Stock Market I‘actors
- (9) The current possibly. over-

»

“(3) 3

priced- level of some market seé-

" tors, the disproportionately high

price-earnings ratios of Blue Chips

_-and some: Yellow. Chips, and com-

"petxtxon for the high-bracket in-
vestor’s 'dollar from the substan-

g wt.;ally raised ylelds on tax-exemﬁ}

bonds

(10) The hxstoncally hxgh m<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>