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EDITORIAL

As We See It

“"Senator John F. ’Ken'ried'y ina public address

- in-this city late last week expressed the opinion
that ‘we could have a sound foreign policy “if
our foreign policy makers can take the public
into their confidence, and at the same time have
° the courage to resist unwarranted public pres-

. sures—if ‘they can have theability and the de- -

- termination to state the facts and alternatives
- facing us, however unpleasant they may be—if
they can refuse to bid for the votes of the pres-

sure . groups and the uninformed by means of
- shortcut promises, meaningless slogans and half
truths . .. .” This is not a small order for foreign
. policy makers, but even so it fails by a wide
margin to embrace all the' difficulties by which
all those who must make foreign policy are faced.

The able Senator himself -at another point -

speaks of “myths and areas of ignorance” which
stand in the way of the formulation and pursuit
of wise public policy. “Many American high
school students are still taught an exaggerated
nationalism; sincerely believe that practically
anybody in the world, if given a free choicz,
would rather be American than anything else.”
How many citizens of this country got such ideas
in high school classrooms, we have no way of

knowing; but it is common knowledge that ideas
of this provincial sort are very widespread
throughout this land of ours. This bit of naivete

might be considered harmless enough but for the
fact that, in conjunction with other similar and

Continued on page 50
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Banking in a High
Level Economy

By GEORGE CHAMPION*
, President, The Chase Manhattan Bank

Depicting taxation as a far more formidable threat to
small businesses than tight money, leading New York
banker contends small firms are not being discriminated
“against by ‘current bank: credit policies. For many com--
panies, including small businesses, Mr. Champion sees
no ‘tax reduction. in the offing and, tl'ms, states it is
vitally important for bankers to slay in the business of
medium term loans, or see increasing government inter-
vention ‘such as "the Small Business Administration.
Doubts interest rate level will return to 2%-3% range;
sees over-extended instalment credit righting itself; and
urges-maximum freedom possible under a flexible mone-
tary policy, and, if controls must be had, general instead
of selective controls.

1 would like to dlSCuSS some of the challenges, the re-

hlgh level " economy. These chal-
lenges,. and the. responsibilities. that
flow' from them, have grown .ever
more pressing in the past few years,
and they confroat not only those of
us who are bankers, but also you
who are leaders of commerce and in-
dustry.” Banks, after all, deal with
an exceptional product which pro-
vides the very lifeblood of our free
economy. How that lifeblood can
be used most effectively is the re-
sporsibijity of all of us here, and we
are called upon continually io
account, for our stewardship before
the bar of public opinion. It is no °

secret that there are still those in Gesrse Champlon

‘America who do not- believe that our economy should

remain free—who would like to have business and bank-
Continued on page 52

*An address by Mr. Champion at the Executive Club of Chicago,
March 22, 1957,
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Canada:ADynamicEconomy

‘Propelled by RichResources;

Broad Markets,Sound Money
By IRA U. COBLEIGH

A springtime look at:the productivity of this: vast com-
monwealth, an expanding deliverer of pulp-and petro- -
leum, furs and fish, timber and titanium, asbestos and
aluminum, coal and copper. We also'preseht a tabula- -
tion of major Canadian stocks with an impressive and
sustamed record of dividend payments for as long as

- 128 years. -

Sprmgtlme in the Rockies (Canadlan) thls year
will be graced by a lot of new altitudes in the
Canadian economy; population above-16 million,
five corporations with assets above $2 billion; oil
reserves.above 3.2 billion barrels and 20 trillion -
CF of gas; 2,900 miles of new gas pipe lines under
way; and glgned uranium production contracts ex-

- ceeding $1,600,000,000. For anyone fascinated by

economic forward motion, writing about.Canada
is fun. No highhanded dictators, no inflation, a
marvellous branch banking system, rising living
standards, low national debt, no basic tax on
capital gains, and a people solvent, energetic, pru-+
dent and progressive, plus almost limitless natural
resources—all these make Canada great and are
making it greater. There is nothing make believe
in this Maple Leaf prosperity. :
Transportation Facilities

As was true last year; the Canadian accent in
1957 is-again on transportation. ‘The 43,000 miles
of railway make Canada the third nation in the
world (after the United-States and the Soviet
Union). in rail mileage. Its two main airlines,
Trans-Canada (publicly owned) and Canadian

Continued on page 34
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The Security I Like Best

A continnons forum in which, each week, a different gronp of experts -

fn the investment and advisory field from all sections of the country
participate and give their reasons for favoring a particular secarity.

(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.)

HOWARD .R. CUOZZI
Assistant Tnvestment Secretary
Phoenix of London Group
New York City

The Standard Products Company
(My comments on this security

are made as a Pprivate investor

and mot as q representative of the
institution ~with which 'I am as-
sociated.)

In a market which is demanding
more of present values in terms
of both yield and earnings, the
Standard Products Company com-~
mon stock selling for about 1532
on the American Stock Exchange
stands out. .

Here is an
equity provid-
ing a gener-
yield
(6.5%). while
selling on-ex-
ceptionally..
conservative
multiples of
past and po-
tential earn-
ings. At its
current price .
level SPD
sells -for little
more than six
times the $2.50
expected to be
earned for the fiscal year to erd
this June 30. Even more.striking
is the relationship of the present
price to possible fiscal 1958 earn-
ings of over $4 per share.

Standard Products is the world’s
major producer of automotive
window channel. This is'a prod-
uct made of pile fabric and rubber
bonded to a perforated steel tape
which cushions the glass and pro-
vides a seal-against weather. The

Howard R. Cuozzi

- entire assembly the channel fits

into is now also made by the

company. The 1957 model cars’

teature for the first time window
channel made by Standard’s new
exclusive - electrostatic flocking
process. It is estimated that Stand-
ard produces approximately 50%
of the requirements of the auto-
mobile industry for window chan-
nel.

But the Standard Products story
has not been only window chan-
nels, successful as the company
has been in this phase of. their
operations. Working in coopera-
tion with the major automobile
manutacturers, the .company’s
aggressive research and develop-
ment program has brought forth
many other important products.
Standard’s research, -engineering
and development. expenditures
have shown the following in-
creases in recent ‘years: .

Research :and ‘Development:
Expenses
$754.442 *
548,846
. 448,686
219,679

Mr. Beecher B. Cary, Director of
Engineering ‘and Research, re-
cently stated ‘ that these' expendi-
tures will -again ‘increase this year
and are currently running about
-2.1% of ‘sales. This would indicate
expendltures of approximately
$900,000 in fiscal 1957.

The success of this program lS
apparent-when one discovers that
only 33% of current sales are of
window channels, The company
now averages $4.82 of parts. for
every car produced, almost.-double
the $2.84 worth of parts sold for
every car produeed in 1952. Dr. J.
S.* Reid, Standard’s President,
stated. in_January that he believes
a figure of.$10 per car is-well
within reach,

New products which have been

added to Standard’s line within
the past two years include the
famous- safety’ lock - first intro-
duced in' 1955 by Ford (door

hardware now represents, 13%  of "
total sales for SPD) and.the push.’

button transmission assembly on
the 1957 Mercury.

The trend toward the ‘use of
more - aluminum in, automobiles
was recognized at .an-early date

and the company recently  ex--

panded anodizing facilities for
this metal. As a result, grilles for

two cars in-the big three are be-.
ing produced for the 1957 models. .

Almost..all. -of the company’s
sales are to the.big three automo-
tive producers. Approximately
389% goes to Ford, 37% to GM and
17% to- Chrysler; 4% goes to in-
dependents and 4% to other manu-
facturers.

* “The -formula for growth as Dr.
‘Reid -recently remarked,*has’ been

:diversification within the automo-.

tive -parts industry where Stand-

The Commercial and Financial Chronicle . .
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This Week' _
Forum Participants and
Their Selections

The Standard Products Company
—Howard R..Cuozzi, Assistant
Investment Secretary, Phoenix
of London Group, New York
City. (Page 2)

‘The ¥irst National City Bank of
Akron, Ohio — Wilbur Fisher
Kurtz, Proprietor,~W. ¥, “Kurtz?
& Co., Cleveland, Ohio. (Page 2) .

ard’s experience counts.. He says
they would = rather take - this
avenue to expansion than seek
diversification in uncharted fields.
Dr. Reid feels that the automobile
parts field, although greatly -com-
petitive, offers many opportunities
to a forward' thinking company
such as  Standard Products. He
discounts the threat of integration
by the automotive manufacturers
and says that although there will
always be some integration, par-
ticularly of the larger parts, there
has been and will continue to be"
a real need for the engineering
and- manufacturing facilities .of
the independent parts maker who
can help reduee costs anid improve

Continued. on page 67

‘WILBUR FISHER KURTZ

Proprietor, W. F. Kurtz
““The First National Bank of Akren. Ohio

It was-in March, 1952; that the
success story of the First National.

Bank of Akron, Ohio, was first.

presented - to the 1eaders of the
“Chronicle.”
At thattime’
some of the
things men-
‘tioned were
that any stock -
recommenda-
tion had to be !
congervative ..
and yet give -
.a reasonable’,
return on the -
funds in-";
vested; have
growth possi-
bilities and
yet not be
speculative:
have reasonable pos<1b1lxt1es of
increasing - value and dividends
over the years; be moderately
priced "in reiationship to- actual

W. F. Kurtz * '

present value and be something:

which ten years from .1952 would
probably be selling for' substan-
tially more than the then current
market of about 22, .
The record of the bank- andv its
capital stock over the past five
years is graphlcally portra)ed in
the ‘accompanying ‘table. .
The regular cash dividend rate

continues at the conservative $1.00

per year but there have. been

.some extra benefits “given - the

shareholders in the intervening
five years. In: 1956 rights to pur--

""" chase - additional _ stock =at ":$20:00

per share were given the- share-

holders in the ratio of 1 new -

share for each 19 held and a 5%
stock dividend has been approved
by the shareholders which should-
be distributed about April-1'of
this year. The rights were worth
about-$1.00 per share in 1956 -and
the stock dividend worth about
$2.00 in 1957. !

. Furniture and fixtures are .car-
ried at $1.00 and.I estimate.the
actual value as somewhat over
$1,000,000. - Bank premises  are
carried at.$2,133,854 and included
in this figure besides.11 branch

offices -is the 28-story modern
.main office building in the heart

of the business district-of Akron.
This building in 1948 had an EStl—

. Deposits .

& Co., Cleveland, Ohio

mated  replacement value of $5,-
000,000 and you estimate your
own figure for replacement value
now. - )

It is particulafly noteworthy
-that over the years this bank has

- started from scratch in 1934 to a
" position over twice- as large as
~any other

Akron bank - at this
time. " The .location of branch, of-
fices around ‘Summit County has
proceeded - to ‘a point where the
‘bank. gives county-wide .cover-
age,
strategically located to service the

" Ford, General Motors and Chrys+

ler Corporation’s new plants in
+the northern ‘part of the county:

and one location in the south-. °

western part adjacent to a pro-
spective new industrial develop-
ment. ‘

The management of the bank
has consistently shown an intelli-
gent and aggressive policy in op-
erations as well as in promotion
and in-my opinion will continue
along this line. It seems to me
this continues to be a growth
situation  with brilliant future
prospects as. well .as a sound
present.

It seems to me that First Na-
tional Bank of ‘Akron stock is par-
ticularly suited to the conserva-
tive . type of individual investor
who is not so much interested in
high current returns as he is in-
terested in capital appreciation.
In 1956..»for,1examp1e. the bank
paid’ in cash dividends just $1.00
ashare out .of jnet earnings :of
$3.90 per share, :

It seems likely ‘to me’ that the
policy of paying out a 1elat1vely
small ‘portion’ of ‘earnings” and
plowmg back’ the major portion
is ‘apt to- continue ‘because " the
bank is still _growmg so rapidly

including . branch- facilities.

. Thursday, March 23, 1957
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JAPANESE
STOCKS

after remaining at practically ,
_stationary levels for three years .
now appearto-be stirring due
- to.improved Japanese economys. -
For current information
Call or write

Yamaichi
Securmes Co., l.td "

Established 1897
Home Office Tokyo — 70 Branchey’
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NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government in
Kenya Colony and Uganda
Head Office: 26 Bishopsgate,

London, E. C.

West End (London) Branch:
13, St. James’s Square, S. W. 1.
Branches i India, Pakistan, Ceylon,
Burma, Aden, Kenya, ‘Tanganyika,
Uganda, Zanzibar, and Somalx-
land Protectorate. -
Authorized Capital____£4,562,500
Paid-Up Capital £2,851,562

Reserve Fund
The Bank conducts évery description of
banking and exchange business.
Tr hips and Ex ships
alsa undertaken s

:it needs to retain the major por-

-tion. of earnings.

The “stock would -also be su1t-
able ‘for trustees but because.of
the small floating supply of stock,
it ‘would -be impractical for in-
surance companies. or large-scale
investors to attempt ‘to- do very
much with it.

The stock is traded in the Over-
the-Counter Market and the major
markets are in Cleveland and

Akron.
Dec. 31. 1901 Dec. 31, 1956
$230,970,108

Capital stock __

== $159,074;429

3,500,000 4,000,000

Surplus, undivided profits and reseeves___ . __
Book ‘value . (exclusive of reserves) {adjusted) ___

. Net earnings after.tax

Net earnings -after tax per share ¢adjusted). ___

Offices ____

Approximate market price (before stock

dividend )
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The Oncoming Inflationary Crisis

y . " [
And the Inflationary Mentality
' By DR. G. C. WIEGAND
Professor of Economics, Southern Illinois University

After defining ‘inflation as the “fiscal, monetary and general
economic ‘forces ‘which produce higher prices,” Illinois Econ-
omist concludes from his analysis of post World War Il data
that.our chronic inflationary pressures, even with the distinct
‘possibility of a temporary recession, are knelling an approach- -
- ing -inflationary crisis. Professor Wiegand detects little differ-
ence between “Modern Republicanism” and “New - Deal” -
welfare state psychology; warns of the consequences of fur-:
ther dollar depreciation -and expropriation of American sav-
ings; ‘refers to an ‘observation by Keynes, shortly before he
died, that “there is-also danger.in inflation”, and -avers no
lasting .prosperity can be built on price-inflation economy.

The Commercial and Financial Chronicle

INDEX

' CANADIAN INVESTMENT OPPORTUNITIES

Article starting on the cover page,’ “Canada: A Dynamic Econ-
omy Propelled by Rich Resources, Broad Markets and -Sound
-Money,” discusses the -investment opportunities inherent: in ‘Cana-
dian-securities - and, by way - of documenting the. views presented,
in¢ludes a itabulation of ‘the banks and companies Tisted on ‘the
Canadian Exchanges which have paid consecutive eash -dividends
from 10 to 128 years (Table I) and from 5°to 10 years (Table II),

along with-other data ‘of ‘interest “to -investors.
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. Banking in a ligh Level ‘TLconomy—George Champion___ 'Cuver

The Oncoming. Inflationary ‘Crisis and the Anflationary
Mentality-—G. C. Weigand._ .
International Harvester Company—Ira U, Cobleigh
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In recent weeks, Washington has
become increasingly concerned
about the continued rise in - the
cost of living, but even today the
White House
-and . Congress
do not seem
fully aware of
the complex-
ity of the
problem. For
more than 15
years, America
has drifted
deeper and
deeper into in-
flation, until
today our
whole ‘eco-
nomic, social
"and politicai
system is in-
fected by an inflationary mental-
ity, and we are approaching .a
point ‘where the foundations of
our economic and social structiure
are threatened.

About a year ago, the well-
known Swiss banker-economist
Felix Somary, raised the question:
“Is ‘a crisis in America unavoid-
able?”

 : “It could .be ,avoided’’ he con-
‘ ¢luded, “‘on the indispensable con-
" dition that the government rre-
nounces its fear of the public and
finds the courage to express and
act upon its convictions. This, in
the democracies of our time, seems
to.me no longer possible. The ar-
rogance of the -employers, and the
-trade ‘union -leaders’ . greed in-
crease with ‘each inflationary
wave; both permit themselves to
be carried -along comfortably by
ever more rapid currenis, with-
out giving a thought to the end.
The governments are but obedient
slaves of the ‘inflationists’ . . . If
the public lacks inside, those who
should rule it lack courage . . .
The inflation is veiling a fact; that
America is living -beyond  its
means . . . Crises come precisely
when—and because—the mass of
men will not believe in them.”!

G. C. Wiegand

Fifteen Years of Inflation

Most_ Americans, even those
who deplore the inflationary trend
of the past 15 years, refuse to
share “this “pessimistic view, and
four years ago, with the advent
of the Eisenhower administration,

1 The complete speech entitled “Crisis
for America,” was published in “Train,”
The Vandon Press Ltd.,” London, June
1956. ' Extracts appeared in “ I‘he Com-
mercial and Financial Chronicle,” July 26,
1956,

there seemed to be a chance that

the inflationary.course ‘would be
changed. As Secretary of the
Treasury Humphrey assured his
listeners:

“We in the Elsenhower Admin-
istration have made halting 'infla-
tion one of the principal ‘goals of
our Administration . . . We will
not be rising on the hot, uncer-
tain air of inflation. Nor will we
be wearing the false rose-colored
glasses ‘of a prosperity. based on
unwise and dangerous govern-
ment deficit spending, treachous
alike to the nation’s security -and
its economic health . .'. We have
turned 'our backs on -artificial
stimulants.2

The effort to achieve monetary
stability, however, was short-
lived. While Secretary Humphrey
thought ‘economic commonsense
and fiscal honesty would eventu-
ally win the support of Congress
and the American people, his pol-

icies did not even plevall within .

the cabinet.

The Inflationary Psychosis

The inflationary forces which .
undermine the Western World of, -
today — the same forces whicry'

were at work 1,700 years ago dur=

ing the decline of the Roman Em-'

pire—could be ‘overcome, if the
people recognized the dangers-and
were prenared to fight them. The

fact is, they are not. Our civiliza- -

tion is living more and more for
the moment, trying to anticipate
today the pleasures of tomorrow.
Why save, if savings are likely
to be expropriated through taxes
or inflation? Why wait for the
day when we can afford a car, or
a house, or a TV set, if we -can
buy these things today on credit.
It is no longer enough that our
economy grows 2-3% annually;
people call for a 4-5% growth
rate. Wages must rise taster than
productivity; the standard of liv-
ing faster than income.

“Prosperity” and Inflation

Paired with this “impatience
“factor,” as Mr. Roy L. Reierson
has called the modern spending
psychosis, goes the apathy of
many Americans to whom 'the
word “inflation” does not connote
suffering and chaos, but “pros-
perity.” As Mr. Allan Sproul ex-

Continued on page 50

2 New. York speech by the Secretary

of the Treasury Humphrey on Oct. 21,
1954, Extracts in *“Monetary Notes,”
Dec. 1, 1954. 4
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The following.addresses in this issue were delivered
at the 25th Annual ‘Convention -of the’ Prospectors
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International Harvester Cempany

Down the Highway,

Down on the Farm,

and Down Through the Years

By IRA U.

Enterprise

COBLEIGII

Economist

A springtime look at our largest manufacturer of
farm machinery, and third largest ‘truck producer.

April 4, 1957, will  be ‘quite a
milestone for International Har-
vester. That date will mark its
50th Anniversary in truck manu-
’ i facture, an
event to be
suitably com-
memorated by

“a- televised
sales ‘meeting
for 6,500 In=-
ternational
truck dealers
through live

‘'telecasts to 48
cities.:

o dust roll
back the pages
o f history, if
you will, to
April, 1907.
Theodore

Roosevelt was President, and Ok-

lahoma, Arizona and New Mexico

had not yet joined the Union.

Autos were in their infancy and
trucks, more so. The annals . ef

that year reveal a total produc-

tion of 1,000 motor trucks. of
which International Harvester
produced 73. The word truck has
to be stretched a bit to define
what you would have seen on the
roads, or rather in the ruts, of
that era. As a matter of fact the

‘word  “trucks” didn't come into

use until 1910, and the Interna-

tional Harvester Company 1907

models turned in its Chicago fac-

tory,-were known as “IHC Auto

Wagons” — high wheeled, hard

tired buggies with a 20 mph. top

speed, built primarily to haul farin
produce to market. Not a scintil-

lating vehicle, but a start. 725

‘Auto Wagons were' built in 1908

‘and, with the introduction of an

assembly line, 2,465 were turned

out in 1909, and International, as

‘a major truck producer of the na-

tion was' on its way.
International kept on passing

milestones by trucks — low
wheeled, higher speed trucks (still
with hard tires) in 1915; the first

truck to scale Pike’s Peak, in 1916;

pneumatic tired “speed” trucks in

1921; 100 ‘armored trucks built for

Brink’s in 1925; multi-stop retail

‘delivery trucks in.1938; and, in
1940, a complete line ranging from
3% ~ton pick-ups to giant six wheel-

ers carrying as much as any high-

Ira U. Cobleigh
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way Would permit.’ In 1940, 86,626
trucks were built; by 1948 this
production had almost- doubled
(165,600 units). p }

In 1952 the first LPG powered
frucks were turned out, and by
1955 the panoramic ITHC line (the
R-line) had expanded to 168 chas-
sis models in 296 wheelbases, in-
cluding “four wheel drives.” Al-
together IH has built 2,610,441
trucks of which about 1,100,000
are presently licensed and in use;
and for the past 25 years it has
led the field in heavy duty modéls
(16,000 1bs. gross vehicle weight,
and over). '

Now if you feel that we've dwelt
too heavily on IHC truck output,
that has been done for two rea-
sons: (1) to salute the 50th Anni-
versary aforementioned, and (2)
because, contrary to a general im-
pression, trucks and not farm im-
plements are the major Interna-
tional product, accounting in fiscal
1956 for 46% of sales,

;About farm machinery THC has
for decades offered a complete
line—tractors, reapers, cultivators,
spreaders, etc., but sales to the
farm market have been in a down-
spin that has lasted for more than
five years. This has been due to
an agricultural over-production
that has become almost chronic in
this country; an over-production
that at first induced heavy farm
machinery producers to raise out-
put; and thus set in motion over-
capacity among implement mak-
ers. To this situation has been
added drought conditions in west-
ern farm states lasting, in some
instances, for years, Right now
the outlogk, however; appears-to
have improved. Farm, prices rose
in/latter 1956, the soil-bank pro-
gram should help; and new equip-
ment . models offer considerable
advances in farm efficiency. So
some upping of agricultural equip-
ment sales (which in fiscal 1956
were 29% of total) should occur
this .year. .

Construction equipment busi-
ness, accounting for 17% of sales
in 1956, started off well but slipped
in February, so-much so that as

‘of April 1, production of-crawler-

tractors is to be curtailed until
sales catch up with production.
IHC has.a very complete line of
construction equipment—crawlers,
-graders, scrapers—and in the long
run. stands to benefit importantly
from the much heralded Federal
Highway program.. But the veloc-
ity of this program, has been
frankly disappointing, and it now
appears . that a. major sales up-
swing from . this source may not
occur until into 1958.

Steel, pig iron and coke com-
prised, in 1956, 5% of sales, and
military products less than 49%.
The refrigerator end of the busi-
ness was sold last year for $19
million.

Altogether IHC is one of our
major integrated industrial enter-
prises carrying its manufacture
through from' its own coal mines
and steel mills to finished engines,
tractors, trucks, machinery parts,
etc. Since 1950 net sales have ex-
ceeded $1 billion in each year,
except 1954. -

On the financial side Interna-
tional Harvester has for years
been a tower of strength. Its bal-
ance sheet at the 1956 fiscal year
end (Oct. 31) revealed net work-
ing capital of $425 million.

Capitalization consists of $100
million in a long term insurance
company loan, at 3% % (a very
satisfactory interest rate); 816,724
shares of $7 preferred; a non-call-

#ble blue chip whose market fol-
lows interest rates.rather than the
Dow-Jones Averages; and 13,875,-
493 common shares, listed on N.Y.
S.E. under the symbol HR and
selling  currently at 36. Relating
this price to the $2 dividend which
has. been paid each year since
1951, we optain a current yield of
5.55%."

For the |present, or prospective
shareholdek.in_International. Har-
vester, consideration of this ma-
ture equity' centers ‘around the
stability of its past performance,
and the possibilities for.substan-
tial improvement
earning power in the future.” His-
torically HR has not been a vola-
tile market . performer® having
ranged, since 1950, between a low
of 24% and a high of 41%. On
grounds of ‘dividend durability,
however, HR gets a high rating
since it has delivered cash distri-
butions to stockholders, without
interruption, since 1918, generally
paying out a little over 50% of
net. The ¢common was split 3 for 1
in 1948. ¥

The future of the company cen-
ters around the sustained magni-
tude'of truck sales and manufac-
ture,the excellent long term pros-
pects for expanding business in
heavy construction and road build-
ing, long run rise in agricultural
demand, widening vistas of busi-
ness abroad, plus continued in-
crease in parts and replacements
as more and more IHC units are
in’ use. '

International really lives up to
its billing, by the extent of its
business throughout the world,
Dealer, distributor, and service
organizations in the U. S. and
abroad, handle the IHC line in
some 140 countries. There's a
truck factory in Australia and as-
sembly plants in Mexico, the Phil-
ippines, Belgium, Argentina and
South Africa. Dividends from for-
eign subsidiaries have been im-
portant; and the unremitted equity
in ‘net incomes of subsidiaries in
fiscal 1956 was almost $14 million,
or roughly $1 a share before
American taxes.

For 1957 a note of restrained
optimism is evident from.an ear-
lier projection by John L. McCaf-
frey, Board Chairman: “Appraisal
of the prospects for the different
parts of our business in 1957 in-
dicates the likelihood of a good
year . . . The biggest problem in
our business in 1957 . . . will be
rapidly rising ‘costs and the
squeeze thereby put upon prof-
its.” Prices were increased 5% in
September of 1956, and while 1957
will not be the best in company
history, we would estimate sales
‘in-the -order-of $1,175,000,000 and
a per share net of possibly $3.40.
On such assumptions today’s buy-
er of HR at 36 will be paying 101
times net earnings, and may look
forward to the continuance of the
$2 dividends with considerable
confidence. This is IHC’s 50th year
in trucks, and its 40th in divi-
dends.

Joins Weston W. Adams

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass.—Robert B.
Flemming has become affiliated
with Weston W. Adams and Com-
pany, 55 Kilby Street, members
of the New York and Boston
Stock Exchanges.

MacNaughton-Greenawalt
Adds Morton O. Donley

(Special to THE FINANCIAL CHRONICLE)
GRAND RAPIDS, Mich.—Mor-
ton O. Donley has joined the
staff of MacNaughton-Greenawalt
& Co., Michigan Trust Building,
members of the Detroit and Mid-
west Stock Exchanges.

Joins Walston Staff

(Special to THE FINANCIAL CBRONICLE)
DENVER, Colo. — Kenneth
Lloyd has joined the staff of Wal-
ston & Co., Inc., Mile High Center.
He was formerly with Merrill
Lynch, Pierce, Fenner .& Beane:

-again - she- ‘was
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Observations . . .

By A. WILFRED MAY
WITHOUT APOLOGY FOR SEX, .

|

Stock Exchange President
Funston’s current statement call-
ing attention to the: recent sub-
stantial increases, absolute and
relative, in the P
number of

in sales and7women be-

coming affili-

ated with

member firms

has, of course,

elicited - much

popular inter-

est and pub-

licity. This

news story,

with its theme

of sex distine-

tion conforms

to the Ameri- 5 i

can foible of Josie Balaban .

emphasizing " ) )

superficial “or .irrelevant char-

acteristics (as with the visiting

Mayor of Dublin). Moreover, it

demonstrates the financial com-

munity’s persistent -proclivity to

raise the arbitrary sex issue in

areas extending from sharehold-

ing to corporate directorships.

Surely a Board nominee’s quali-

ties of financial knowledge, trust-

worthiness, managerial know-how

and the like are more important

than sex classification. The

persistent sex distinction by

authoritative sources is unwit-

tingly furthering wholly "artificial

and unjustified pressure-groupism.
The artificiality of the male-

female categorization will be

clearly demonstrated by a simple

look—without benefit of psycho-

analysis—at the motives, abilities,

and ambitions ef the most recent

of Mr. Funston’s women registered

representatives. Daughter of A. J.

Balaban of Balaban & Katz, pio-

neers in the motion picture indus-

try whence stemmed Paramount,

Pictures and its successor enter-
prises, Josie Balaban was born in
cosmopolitan Chicago 34 years ago.
Brought up in Switzerland, her
education (co-ed. if you please)
was . taken care of by schools in
Geneva, with subsequent training
as a concert pianist. After com-
pleting her stint of musical studies
(in a thoroughly normal manner),
she made a successful piano debut
in the Concert Theater of the Chi-
cago Opera House at the healthy
post-childprodigy ‘age of 18.

“This event occurring a few days
after Pearl Harbor, and realizing

how. much easier it would be to

cart a voice than a piano around
army camps, our trouper switched
her metier to singing for the boys.

After further performing, and
intensive studying postwar, fol-
lowed by the winning of a major
competitive audition under a nom
de plume, Miss Balaban opened a
major engagement at New York’s
Number One Fifth Avenue room
as a self-accompanied chanteuse
specializing in. French chansons.
Following an avalanche of bullish
acclaim (“Josie Balaban Makes
Good On Her Own” — Variety),
she then packed them in at Chez
Vito, the swank supper club in
Manhattan’s East Sixties.- Here
inundated - with
enthusiastic press notices. But now
our ambitious careerist feeling
that' a musical : success, while
glamorous, did not represent the
means to long-term constructive
achievement, broke it off for a
lifetime of business.

Jumping in to exploit the TV
film demand, she soon became co-
producer of Hollywood Preview,
an original routine for showing
pre-production scenes from new
pictures, and interviews with guest
stars and Hollywood personalities.
Soon -one ‘of ‘the”leaders in this
area of the industry, she really

-came .into her own.as.a. business__

executive as Vice-President in
charge of sales of four..corpora-
tions. Making ‘money in’business,
she now had come. to realize,
must-be: the interest of -her life—
along. with  Danny,.rher :10-year
old son.

Then one fine day our guinea-
pig got a phone-call (quite fate-
ful, as is now apparent). It was
from a stranger describing him-
self by the esoterjc-sounding term
of mutaal fund distributor, who
had gathered heft to his sucker
list at the suggestion of one .of
the ‘pianists of the One  Fifth.
Avenue days. After subjection to
a concentrated two-hour session of
Mutual Fund " explanation,” our

*. salesman’s choice prospect' was so

impressed - with the Fund as the
ideal medium for the individual’s
savings, that she decided this was
the business she had been looking
for—but as a seller, not a cus-
tomer. Making short shrift of a
preparatory course clarifying the
intricacies of Load, Capital Gain,
Open-End, Closed-End, Redemp-
tion, ete, Miss Balaban soon
grabbed off a perfect 100 mark
on an NASD examination licens-
ing her as a mutual fund repre-
sentative.

While awaiting the finalizing of
her NASD license, our subject was
approached by the Stock Exchange
member firm of ‘Osborne and
Thurlow, who were intrigued by
reports of her high examination
mark and enthusiasm. Convinced
that this would give her the op-
portunity to serve both people
who should and should not buy
Funds, and generally widen  her
scope of operations, she resolved
to become one of those fully
registered representatives. .

Soon after " joining up, 'Miss/
Balabarr- passed. the Stock Ex-
change’s  Mutual "Fund ‘examina-
tion; took a variety of courses at
the New York Institute’ 6f Fi-
nance, ‘passing the Exchange’s |
Registered Representative exam-
ination with a mark of 91. s

P.S. — There are two other
customers’ brokers who happen
to be of Miss Balaban’'s sex, with
the firm, Miss Ellen Hinkle who
has a broad research background,
and Mrs. Erna Hynter who is a
Canadian securities specialist, are
likewise normally dedicated to
investment as a lifetime business
career. ,

All three of these individuals
firmly report that midst their
conventional workaday. activities,
they are completely unaware of
representing a sex statistic!

%
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Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The
State of Trade
le_‘md Industry

No change was noted in over-all industrial production in the

period«.vénded on' Wednesday of last week from the level of the
preceding ‘week, but output moderately exceeded that of a year
ago. ]
. . Appreciable  year-to-year production gains:occurred in coal,
petrolenm, automotive and electric power industries, .
Reports from. Washingtor. this week state that theé climbing
cost-of-living will bring wage boosts of one to two cents an hour
to some .135,000 worker§, most ‘of them in the-aircraft industry.

) The, Bureau of Labor Statistics -added the pay increases will
result from the February rise of 9.4% in its. consumer price index.
New hvipg ¢ost' increases. pushed -the ‘index up to 118.7% of ‘the :
1947-49 dverage, setting a new high.for. the: sixth straight month.

Contracts of the affected workers call for hourly pay increases
as the indexgoes{ up. o . - :
i I:Iigl}ey prices for food and housing accounted for most of the
rise in living costs, the Bureau noied. However, all other major
groups of goods and services except apparel also increased.

On the ‘employment front increased layoffs were reported in
the apparel, textile, construction and food processing industries
with c‘Iaims rising most noticeably in California, Ohio and Mich-
igan. :

.~ Unemployment insurance claims by newly laid-off workers
went down by 23,400 to 212,400 during the week ended March 16,
the Bureau of Employment Security reported.

*The decline was occasioned by a seasonal pickup in construc-
tion and other outdoor-activities., The total of new.claims was .
about 600 above the figure for the like week of 1956, the Bureau
further noted. :

y Insured unemployment went down by 41,700 to 1,664,000 dur-
ing the week ended March 9, it declared. The total for the similar
week last year was 1,530,600. Recalls to work in seasonal indus-

., tries were responsible for most of the decline, the Bureau stated.

Higher costs coupled with the 34-day strike hurt steel industry
‘earnings in 1956. While dollar profits were slightly higher than
in 1955, income on sales was off nearly 8%, according.to “The
- Iron Age,” national metalworking weekly.

The annual “Iron Age” financial analysis of steel indicates
_that higher steel prices apparently came too late to offset the cost
“of the strike and increased labor and material costs. The analysis
covers 28 steel firms representing 93% of industry ingot capacity.
" Some large steel firms made fewer dollars in 1956 than in
1955, while others made more. The net result was an increase of
.0.8% in dollar earnings on sales-that were 8.5% higher, Net income
as a per cent of sales was off 7.7%: y
] Profits per common share dropped to $6.69 in 1956, from
$7.24 the previous year, but common dividends declared were up'
23%. Net income as a per cent of investment was off 5.3%. Re-
flecting the industry’s expansion and modernization program, in-
vested/ capital rose more -than 7%.
|~ Meanwhile, demand for some steel products continues weak,
although heavier products are’ still in strong demand. : -
~Some auto companies are unloading sheets through brokers.
And part of this odd-lot material is finding its' way into the mar= -
ket at below mill prices. The competition has forced some ware-
houses to meet these prices, this trade weekly states. .. . - . .~ -

--Despite . price maneuvering and hard' selling.in. the weaker
" products, the mills generally are’ looking for-an upturn in.-May

and June: ‘ ) .
- The auto companies apparéntly have not been able to get
their steel inventories down to: where they want them. The prob- .
lem is that poor sales are forcing.production cuts which auto-
matically upgrade inventories in terms of days, concludes “The
“Iron-Age.”” ' 2

-+ The auto  industry has cut its April-June production sched-
ules to a .point 11.1% below January-March compared with an
originally planned reduction of 4.6%, “Ward’s Automotive Re-
ports,” stated on Friday of last week.

The downturn stems from failure thus far of the Spring sales
upsurge to materialize and puts the industry’s April-June program
at 1,600,000 passenger car completions compared with 1,800,000
. for January-March. .

. “Ward’s” said. the cutback virtually by-passes Chrysler Corp.,
and its operations in Detroit area, and finds the auto makers’ sec-
ond-quarter target running fully 10.3% above the- 1,450,000 re-
corded in the same period of 1956. -

The current output adjustment coupled with the even pace of
January-March retail sales, the statistical agency said, puts the
industry in line with a 6,000,000 auto year in 1957, fulfilling
predictions imade at the outset of the 1957 model year that fore- -
casts of 6.500,000 to 7,000,000 sales were overly optimistic. Out-
put in 1956 was 5,801,000 passenger cars in the United States.

An estimated 162,610 vehicles fere anticipated off the assem-
bly lices, the past week, the statistical publication said, compared
with 161,904 in tke prior week and 154,977 the same week a year
ago, but truck output prompted the gain.

Scheduling six-day operations last week were three Ford
division car plants, seven Ford truck plants and Mercury’s Me-
tuchen, N. J., facility. Chrysler Corp. also planned to work
Saturday at its Plymouth and Chrysler-Imperial plants in Detroit.
Chevrolet output also gained. ) B
: “Ward’s” noted a drop in Buick, Oldsmobile and Pontiac out-
put last week, with Oldsmobile st Lansing, Mich., restricted to
four days,. Also limiting its production to four days the past week -
was Lincoln. Meanwhile, Chrysler’s Los Angeles assembly oper-
ations -were-jdle the:entire: week; following the March 15 strike,

s -Continued on page 55
itized for FRASER
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" Round Table . for Business -

Savings and the Stock Market

Thrift a Virtue Again?

By ARMAND G. ERPF*
Partner, Carl M. Loeb, Rhoades & Co.,

Members New York Stock Exchange

Following-our quarter-century experience with securities legis-
lation, Col. Erpf urges undue restraints on legitimate securities
'salesmanship be relaxed; procedures be set up to encourage

~ foreign corporations to raise capital here; registration pro-
cedures - for -small business simplified; and risk ventures be -

‘encouraged. ‘Advocates giving

life insurance companies and

savings banks same latitude as.pension funds for equity in-
vestment. Although believing high interest rate. may. adversely

affect equities,

We in Wall Street are accus-

-tomed '.to scanning’ the horizons

from -our -watchtower, ' nervously,

if you will, but nonetheless with

realism, It is

attractive and

romantic . to

behold the

vistas which

are -opening

up before us,

but this is not

enough; we

have to do

something

about it. We

are .in the

‘midst of many

basic develop- ?

ments, each of 4 \

which is vir- Armand Erpf

tually a revo-

lution in itself and will have pro-

found impact upon our society

and our economic well-being. The

explosive, increase in population

in-a highly industrialized. nation

with a high stancard of living; the

use ‘of electronic equipment to

multiply human energy in manu-

facture, in research, and in con-

trol; atomic power and its ancil-

lary implications; the jet age

compressing space and time; new

metals and metallurgical processes

and radical innovations in mineral

exploration “and ‘discovery meth-

ods, just to mention a few, will

all require realism to bring te

‘proper fulfillment, - © ™ 7 °
‘Along with the imagination and

the brilliance of discovery and the

technical organization and disci-

pline, there is required- the sinecws

of finance to tie these things to-

gether into tangible structures, or

‘as the Germans would say, to give

them -Gestalt.' This is our job in

the financial community. Hence 1

.-mean to discuss ‘briefly and make
sundry observations oa the pass+

ing show' and the channelling of
savings into corporate investment
and- venture capital. In a word,
savings in relation to securilies
and the -stock market.

In the financial community we
get along with a minimum of eco-
nomic theory and that little which
we absorb in the course of our
work is the result of prodigious
trial and error, painful experi-
ences, and profitable excursions.
As such, it has a heavier imprint
on -our souls than might other-
wise be the case. In Wall Street
thrift has been neither a virtue
nor a vice but simply a necessity,
for without savings we could
scarcely break even and wilh
plentiful savings we can make a
lot of money and even attempt
large-scale. creative, f{inancing.
This is the lifeblood of the stock
market and of corporate capital-
ism.

Prior to the great depression
and Keynes, thrift was an un-
questioned virtue and the saving
of money all along the line was
considered laudable, regardless of
conditions; and of course this co-
incided more or less with the era
of little or no income taxes. Even
when severe: problems of under-
consumption and over-capacity
were engaging our attention, sav-
ings were desired to balance out

*An address by Col. Erpf before the
Executives,
New School. for Social -Research, New
York City, March 21, 1957,

concludes market will be dull. and static, war-
ranting long-term confidence..

segments of the economy to pro-
vide employment., As background
music, therefore, the savings tune
has always been with us, although
soft-pedaled at times. Now it
seems to be moving to a cres-
cendo. Efforts in our time to im-
prove the rate of savings and
channel them in the right direc-
tion have, as far as I can secc,
largely been resisted by the pow-
ers that be, and even by some of
the. beneficiaries.

Let us look at some of the
forces and' factors with which
Wall Street has to contend in the
bandling of savings. After all,
Wall Street is probably the single
greatest savings institution in the
country having to do with vola-
tile, dynamic, and venture invest-
ments.

First on the list are the Secu-
rities and Exchange enactments
which followed the-chaos out of
which the New Wall Street was
born., These were supposed to en-
courage investment in.an orderly
and decent fashion' by making
crooks - honest and the gullible
public wise. The ‘objective of
turning Wall Street from a Monte
Carlo to an intellectual and pro-
fessional financial staff and a
/mechanism for the channeling of
savings has everybody’s endorse-
ment, but'sinceé the Act was forged
in a cauldron-of reform with a
passion for'revenue:a' major-ele-
ment, a great-many of the rules
and regulations actually ‘inhibited
the smooth flow of investment and
still do. It-required the tacit sup-
pression of a lot of the firie print
to make -the Act workable ‘and
usable. ©Only recently has. it be=
come possible to put out a Sum-
mary Prospectus so that what the
offering was all. about could be
understood in a practical manner;
but even now small business and
new ventures labor under consid-
erable handicap.

By definition a venture is some-
thing new which has little or no

history. It is'sponsored by people

with techniques. or with money
on the basis of a projection of
costs, revenues, and earning pow-
er. Without such projection no-
body in his right mind would
undertake such a venture, but a
projection cannot be mentioned
to" the public and only ‘muttered
to the prospective ‘underwriters.
It is a taboo as financial poetry

or fiction or fraud or the flight"

of fancy of a promoter. And more

‘earned money- for parcels
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is required; than the publication
of a prospectus because ‘in the
promotion * of penny uranium
stocks, the outstanding recent ex-
ample of careless handling of sav-
ings for risk, candor ‘was mnot
enough to prevent all sorts of

. abuses; the public was perfectly

willing to plunk down hard-
of
moose pasture which showed some
rock: -but no ‘ore; and on- terms
where the spoils, if any, were
unfairly divided. ..

€odifying a Quarter-Century
Experience ; $

While it is an old American cus-
tom not to ehange a law onee €n-

-acted, if possible, but rather .to

use - a .case-by-case . method ’of
erode or modify it slowly, it might
be -timely to cedify the dquarter
century ef experience with the
Securities acts, moving out-of the
punitive phase into a creative one
with the object of accomplishing
a few things, suchas: .~

(a) Making the:act more prac~
tical so that whatever .be the safe~
guarding features to detect ‘and
‘prevent fraud, legitimate security.
salesmanship. will not . be -throt-
tled.

(b) Investigating modifications
to encourage foreign issuers .to
register and raise capital here, fa~
cilitating instead of putting ob-
stacles in the way of national pol-
icy to place funds abroad to sur-
vive and revive capitalism in the
western world. '

(c)-Making the act. less painful
for small business through ex
emption and simplification, * -

(d) Tackling the ticklish prob-
lem of encouraging some savings
to go into risk ventures on a basis
not overloaded 'in" favor of the
promoter.

These matters are difficult and
delicate, not likely to engage the .
fancy of passing politicians with .
the " voting public ignorant, and
indifferent. wo ,

A second element that might be
touched upon briefly is the matter
of hizh income-taxes, which are
here to stay.. Once upon.a time
a $25,000 income or thereabouts,
with . its’ high purchasing power,
was . the traditional . source . of .
funds for bond and equity. issues. .
The progressive income. tax. effec-
tively - ploughed this group under ;
and Wall Street .and therefore
Jindustry- -were - deprived- of thig -
large .segment of clients. These :
‘people -were major  savers who
provided . capital for. many. of the

-corporate issues and along-with -

the upper income brackets were -,
the ‘logical sources: for money t6 :

be-ventured on risky small. busi- .

ness and. untried enterprises; Un=~ .
der the present tax schedules it -
is extremely difficult, if not well-
nigh impossible, to save substan-
tial sums of money annually”out
of earned income. If savings are
to be encouraged,‘presumably_thg 4
middle- and upper; brackets
taxation should be ameliorated. -
The likelihood -of this happening, °

. politically, is slim indeed. On the

contrary, if tax reduction takes:
place, it will probably be in'the
very low brackets and insteéad of

Continued on page 43
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Development of Tight Money
And the Near Credit Qutlook

f By GAYLORD A.

Vice-President, The First

F

FREEMAN, JR.*
Natioral Bank of Chicago

Prominent Chicago banker explores the much discussed
“tight money” subject; and anticipates credit demand. decline
and Federal Reserve assisting. supply increase late this year or

early 1958. That banks do not
at present prices, or borrow,

want to sell Government. bonds
helps make money. tight, Mr.

Freeman explains, and, in addition, to today’s bankers “loans

in relation to

apital funds.”

ation to deposits or total.assets and even higher
’ Pent-up. consumer. demand,

industry’s accelerated expansion, and tremendons. increase. in

private, corporate, governmental debt amounting to $717

billion (2'% times total bank and insurance assets), are
detailed by the author to explain why ciedit is tight.

!
f
f
!
'
! seem highi
1§
|
[
I

Almost every newsletter or fi-
nancial publication which you
have seen in the last year has
contained an excited reference
to “Tight

~Money."’

“Tightmoney”

is a simple

phrase and
sufficiently
inexact for
anyone to use
without the -
necessity of
replly under-
s%aé\lnding its”
meaning. But
how tight is
money? Why
has -it gotten
tight? And
how long is it
- likely to-remain that way?

. Tirst, tet-us define our terms. It
isn't money that'’s tight, for there
is no shortage of currency or coin,
it’s credit. Furthermore, credit
isn't tight in the sense of there
being little of it, indeed more
credit has been extended in the
last vear or two than at any time
in the past. A more accurate
statement would be that currently
there is a greater demand for ad-
ditional -credit than. the amount
that is immediately made avail-
able,

As a consequence additidnal
credit is not only less available, it
is- also somewhat more expensive
than it was a year or two ago.
Just as a shortage of labor causes
labor to become more expensive
because several competing would-
be employers of labor bid up the
price, so credit has become more
expensive as compeling would-be
borrowers have bid up the price
of credit. (I must admit that I
have never seen a bank customer
consciously bidding up the inter-
est rate, but that is the result
nevertheless.)

G. A. Freeman, Jr. .

However, although the average
rate of interest on bank loans to
business has moved up moderately
in the Jast two decades, it is

*An address (chavts omitted) hy Mr.

Freeman at the University of Chicago
Management Conference, March 9, 1937,
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lower today than in 1930 and is
much lower in relation to the cost
of labor or the cost of living.
Hourly wages paid in manufac-
turing have, since 1930, increased

| from 55.cents to $1.98, an increase
. of 260% and the consumer price

index has gone up 63%. 4
As a prelude to our discussion

1 might remind you that a natural

consequence of increased. interest
rates is a decline in the market
wvalite ol fivad. interect-secnrities.

- When the prime rate for a current

loan is 3%,..a govertupent, bond
" bearing a"3% rale’ may sell in a
' free market at or above par—but
“when a bank can get 4% for. that
" same loan, the 3¢,

government
bond is comparatively less desir-
able and the market therefore de-
clines, This bhas occurred: quite
markedly in the last two years.
This decline in the market price
at which we can sell our govern-
ment bonds has had a most im-
portant moderating influence on
the increase in the amount of
credit available, because we bank-
ers have been less willing to sell
our bonds, at a loss, in order to
obtain the proceeds with which
to make additional loans. We
have, of ‘course, sold some and

-allowed- others of shortei matur-

ity to run .off without replacing
them but we have not liquidated
nearly as many of our bonds ag
we would have harl there been a
better market for them.

Having concluded that prefatory
note let us ask:

(1) Xow Tight Is Money?

Perhaps the best barometer of
the tightness of credit can be
found in the condition of the
larger banks in New York and
Chicago—the central reserve city
banks. Of course.they are but a
part of the total group of lenders
which ineludes other city banks,
_cou,ntry banks, loan associations,
Insurance companies, finance
companies and pension funds.
Nevertheless, the figures for this
relatively small group of central
reserve citv banks may be consid-
ered an indication of the general
money market. At the year-end,
collectively the central reserve
city banks had 5% of their assets
(that’'s 63% . deposits) loaned.
-out to others than the U. S. Gov-
ernment. Is that a lot of loans?

It is-in. ars, $22,600,000.

t is also a lot by the standards
today’s bankers. In 1935 the
tral reserve city banks had
only 36.4% of their assets in loans
-and\investments other than U. S.
Goverimment bonds, 25.2% in 1945
and 54.5%) at the end of last year.

To today’s bankers 559% - of
assets (or\63% of deposits) in
loans seems like a lot—about as
much as they would currently
want to lend. There have been
times in the past when the banks,
or at least the New York City
banks, have had- a larger percent-
age of their assets out in loans.
In 1920 their loans and invest-

ments in other than U. S. Govern- .

ments were 60% of their assets
‘(82% of deposits). Measured by

Phone: Miami, FRanklin 3-77]61

p//frager.stlquisfed.org/_. .

such standards, bank loans are not
extremely high today. B'ut we
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must remember that shortly sub-
sequent to 1920 banks learned, the
hard way, that with 82% of de-
posits in loans- it is extremely
difficult to pay off a horde of sud-
denly frightened depositors who
clamor for their money. .

Furthermore, while today’s
loans are less in relation to assets,
they . are approaching the high
levels of the 1920’s in relation to
bank capital. In 1920 loans of the
central reserve: city banks were
633% of reported reserves and
‘capital funds. At the end of 1956
they were 570%. '

Today we central reserve - city
banks have 55% of our assets.in
loans and investments other than
U. .S. Governments, 19.0% in
United States Government bonds,
13.1% with the Federal Reserve
Bank and 10.4% in cash or owing
us from other banks.

With the banks in this condi-

tion, if you want a.large loan, the-

bank (unless it is to ask repay-
ment of some other  loan) has
either to 'sell some government
bonds or reduce its reserves—or
borrow money- from the -Federal
Reserve. The bank would be glad
to sell some of its long. 3% bonds
in order to make a 459 loan. But
3% government- bonds (of 1955)
were selling on-March 8 at about
94Y3%. Thus the bank would
have-to take a lossrof 6%.of prin-

cipal in order to get a 1%%. in-.
‘crease.in. income. Clearly, that al-

ternative is not entirely desirable.

The bank can’t reduce its.reserves, .-

except for a day or two, for it

must balance out each week.
Thus, the only remaining al-

ternative is to go to the Federal

‘Reserve Bank-and porrow—if the

Fed is willing to loan the. funds.
The bank will have to.pay to-the
Fed that rate of interest, fixed by
the Fed and known generally as
“the’ discount rate,” which is- now
3%. The bank will have to pledge
government bonds .and the loan
will be for only 15 days. At the
end of the 15 days, the bank may
not be in a position to repay the
loan 'and hence will have to re-
new it. If deposits decline, the
bank smay - have to' borrow-even
more" funds. There is nothing
wrong with such borrowing, and
indeed the member banks have
been doing it a good deal.in the
last year, up to over $1.billion
at one time during. 1956 — but
by doing so the banks, in ef-
fect, place themselves at the
mercy of the Federal Reserve.
Should the Fed decide not.to re-
new, or not to make such loans,
the banks would have to sell gov-
ernment bonds no matter at how
low a market level,

What is so clearly true of the
banks- is also true of the insur-
ance ‘companies. Their”loans .are
now 46%
twice as much in relation -to as-
sets as the 23% they had in loans

11 years ago. Like.the banks the -

insurance comnanies cannot make
‘any appreciable additional. loans
without selling some governments
at-a real loss. The savings and
loan associations are the most
heavily loaned of all our. institu-
tional lenders with about 98% of
their share accounts invested:in
long-term mortgage loans.
Thus, money is tight—tight in
the sense that the banks don’t
want to sell government bonds (at
present prices) or borrow, in or-

.der to-provide .more. money to

loan. In addition, to todav’s bank-
ers, loans seem high in relation to
deposits or total assets and. even
higher in relation to capital funds.

(2). Why Is Credit Tight?

How did credit get so tight?
What caused our loans to reach
such a high level, and bond prices
to reach such a low level? What
has. caused the great demand for
credit?

There are several, to some ex-
tent unrelated, causes.

vious cause was “the ‘war. It
brought about shortages in -many
lines.. You will recall .that :the

automobile- companies- were not -

_ biles,

of their total assets,-

Perhaps. the first and -most. ob-"

allowed to produce for sale to
civilians from 1942 to 1945. Pro-
duction dropped from 3,779,682
cars in 1941 to only 139 cars in
1943. Thus at the war’s end there
was a real shortage of automo-
biles,

The construction of homes was
similarly reduced during the war,
from 706,100 (one to four family
non-farm) housing starts in 1941
to only 191,000 in 1943. This cre-
ated a great demand for urban
housing which, demand was fur-
ther,augmented by the movement
to- the cities' during the war.

Manufacturers, although pro-
ducing volumes of war materiel;
spent less and less for equipment,

‘as reflected in expenditures for

durable equipment.

Thus, as- the war ended, there
was a great shortage of automo-
homes, household appli-
ances, the new but non-existent
miracle television, and even a
shortage of facilities in and with
which to “produce these desired
goods.. .

Backing up the consumers pent-
up-desite-for goods was the sub-
stantial ‘accumulation of individ-
uals liquid "assets (of $148 billion
in 1946) resulting from the high
wages which the worker had re-
‘ceived during the war but had not
been able to spend.

- Thus-the desire for goods was
made into an effective demand.

As a consequence; from the mo-
ment the war was over, there was
a rush by all of our people to
buy; and an equal rush by our
corporations and contractors - to
produce, the great variety of de-
sired goods. .

. Automobile™ production. moved.
up fantastically-from a low of 139

“automobiles in 1943 to over 7,920,-

186 in 1955 and to 5,801,733 in
1956. Home construction increased
from 191,000 mon-farm - housing
starts in.1943 to over 1,300,000 in
1955 and an additional 1,100,000
last' year.  Obviously, this tremen-
dous  expansion of production,
construction and investment re-
quired gréat amounts of credit.
Credit' was made available for

housing and on the “easiest . of”

terms, with the .government en-
couraging no down payment, 30
year, guaranteed loans to veterans
and extended terms on FHA loans,
Mortgages on one-to-four-family-
units grew from 18.6 billion at-the
end-of 1945 to 99 billion last year
end, a five-fold increase. Mort-

‘gages on other properties brought

this indebtedness' to over $144
billion.

To pay for the additional plant
and equipment and in order to fi-
nance the inventories and ac-
counts receivable, . corporations
had to .borrow extensively.  In-
deed corporate debt went up from
$85" billion at the end of 1945 to
over §211 billion at the end' of
1956. )

The consumer. faced with ‘all
these wonderful, new homes, cars
and shining goods soon reduced his
raté of savings. This might have

resulted in some reduced produe-

tion had not a second influence
-entered the picture. Finance com-
panies--and banks as they saw

‘more of the -people employed at

fairly permanent jobs and at high
weekly ‘wages had the courage
and the desire to extend further
credit to the consumer. As a con-
sequence, consumer credit was

:rapidly -expanded—the consumer

no longer had to save, he could
buy today from tomorrow’s pay
check, and -he-.did. Consumer
credit outstanding at the end of
1945 was less than $6 billion. In
11 years it increased over seven-
fold to $42 billion at the end of
1956.

At the same time the states

.which had had to let their high-

ways ‘deteriorate during the war
began “ extensive repair and re-

_building programs — for which

they-had to borrow. Municipali-
ties facing increasing numbers of

school-age children had to build

new schools largely on borrowed
funds with the resultant increase
in -state -“and “local government

debt from $13.7 billion at the end
of 1945 to $42.7 bhillion at the end
of last year. .

Even this tremendous expansion
in private, corporate and munici-
pal debt might have been ob-
sorbed if there had been any real
reduction in the Federal Govern-
ment debt. But unfortunately, the
necessities of the cold war, and
the growing dependence upon the.
Federal Government accompanied
by an indifference to debt and
taxes, allowed the Federal Gov--
ernment after reducing its gross
debt from $278,700,000,000 at the
end of 1945.to $252,900,000,000 at
the end of 1948, to increase its.
own debt, which amounted. to
$276,700,000,000 at the end of lastv
year.

We know the conseauences.
Since the end of 1945, in“11 short
years, total consumer, mortgage,
corrorate, municinal and Federal
debt has increased from $419 bil-:
lion to $717 billion, -an increase of
more than $298 billion. A

Seven - hundred seventeen bil-
lion dollars is a lot of money. In-
deed it is difficult to comprehend
just how many dollars that would
pbe. If you laid- $717 billion end
to .end it would equal 142, round:
trips to the moon. (That’s a use-
Iess bit of information if you ever
heard any.) N . s

Yes, it is hard to comprehend.
$717 billion, but I know that it is.
much: more. than the total assets
of all of the banks in the coun-.
try. Indeed, it is about two and
one-half times all of the assets of
the commercial banks and all of
the insurance companies in this:

-country put together. It is obvi-.

ously far more debt, than .we; ..
could absorb. Of course, individ- -
uals and. finance companies and
loan associations as well as others
also absorbed a part of it, but this.
increase in debt was enough to:
run bank loans and investments
(other than U. S. Government.
bonds) of all commercial banks
up to 50% of their assets (or 56%
of deposits) and in the case of the
central reserve city banks, 55% of
assets (64% of deposits).
“Although the . central reserve
city banks have sold over $3.9 bil-
lion of governments in the last six:
vears, their loans have increased:
by $8.8 billion and as a conse-
quence, as,of March-6, the banks
(all. member banks) owed the
Federal .Reserve $730 million for.
borrowed money. I

Almost all of the factors that
caused this demand continue un-~
abated as corporations expand and.
consumers continue to purchase
more goods. . .

Thus, despite the fact that there
is’ more. credit extended today
than at any time in the past, the
demand exceeds the amount cur-
rently available.

Absolves Federal Reserve

I hope that you note that we
hava not mentirned. the Federal
Reserve System in discussing how
credit got so tight. Credit got
tight because you and I, our cor-
porations, our city, our state and
our Federal Government have
all spent more money than we
saved. It wasn’t the Federal Re-
serve System that caused the tight
credit condition, it was us. The
Federal Reserve, however, could
have counteracted this to some
extent and - made credit more
plentiful, if it had wished, and
indeed it could do so today. .

To accomplish this the Federal
Reserve System could reduce the
discount rate and thereby, to some
slight extent, encourage the banks
to borrow. The Federal Reserve
could, by directly stating that it
would willingly renew for. some
time to come any bank borrow-
ings, encourage member banks to
borrow more extensively from
the Federal Reserve System in
order to increase the amount of
loans. Much more effectively, th_é
Federal Reserve could ease credit
by buying government bonds at a
higher price thus enabling the

Continued .on page 23
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STATE OF OHIO

6%, 5%;.2"2%, 2%% and 2. 90%
Ma;or Thoroudhfare Constructxon Bonds, Series g

Dated April 15, 1957 ' ' 5 y | Due ! \Iarch 15 and September 15

Coupon ‘honds in the denom’nation of $1,000- each, registrable as to principal only, and e‘changeable for fully registered bonds. Coupon bonds payable as to principal
and semi-annual’ interest, March 15 and Scptembcl 15, 4t the office of the Treasurer of State of Ohio, in Columbus, Ohio, at The First National
City BanL of New York, New York City, at The Northern Trust Company, Chicago, Ill, at The Ohio National Bank of
) I Columbus Columbus, Ohio, or at The Union Cnmmerce Bank, Cleveland, Ohio.

The principal of and interest on the bonds are payable from fees, excises or license taxes, levied by the State of Ohio, relatmg to remstranon,
operation or use of vehicles on public highways, or to fuels used for propelling such vehicles: Provision has been made by law and by the
State ‘Constitution for ‘the setting aside of a sufficient. amount of said fees, exciscs or hccnse taxes each year. to pay bond mterest and principal

becerming due in that year, without other appropnatmns

A\lOUNTS MA TURITIES, RATLS, PRICES AND YIELDS ' 3

¥ A
Due Yield or ) Due Yield or
Amovnt March 15 Pate - y Price Amount Sent. 15 Rate Price

€1,030,000 1958 6% . - - 2.10% - $1,030,000 1957 2.00¢,
1,030,000 1939 % b oo B 228 7 1,030,000 - 1958 2.10
1,030,000 1960 - 5. 240 1,035,000 - 195% 2.25
1,030,000 1961 215 . 100~ 11,035,000 1966 2.40
1,030,000 1963 25 2.6 Ll 2.60

‘ . | - : 1,035,000 - 1963 2.65
1,030,000 - 1964 >7% 1,035,000 . 1964 ~ 2.70

1,030,000 1965 2% 100. 1035000 1965 100.

1,030,000 ° 1966~ - - 2% .. - 2.80 . 1,035,000 1966 2.80
1,030,000 1967 . 02080 ) 1,035,000 . 1967 . 280 "
1,030,000 - 1968 C e 2085 1,035,000 - 1968 v 2.85
1,630,000 . 1969 0 2.8 _ 1,035,000 1969 2.85 -
1,030,000 - 1970 . 290 100 b g e 1,035,000 - 1970 2 ' 100.
1,030,600 1971 290 . 100. - 1,035,000 1971 . 106.
1,636,000 - - 1972% = 222900 o 20000 1,035,000 X972 2 100.

(Accru'ed‘ Interest to be added)

Ve ofier these bonds when, as and if issued-and received by us, and subject to the approval of all legal proceedings by
the Atlorney General of -the State of Ohio and Squire, Sanders & Dempsey, Attorneys, of Cleveland, Ohio. Such’
oficring is not “made hereby; byt only by means of the offering circular, copies of which may be obtained
in any State in which l/m announcement -is circulated, from only such of the undersigned as are reg-
iLicred dedlers and are offering these securities in compliance with the Securities Laws of such State.

_ EJstman D llon Union Seeurities & €o.
C. J. Devine & Co.- L. r Rothschill & Co. - Clark; Dad se& Co.- Carl' M. Loeh;, Rhoades & €Co. Ladenburs, Thalmann&Co.'

Baxter & Company American Securities Corporation - Hayden, Stone & Co.: Shearson, Hammlll & Co. Stroud & Lompany

Incorporated

F.W. Craigié &Co. - Glickenhaus & Lembo  SpencerTrask & Co. . Wallace, Geruldsen & Co.  Field, Richards & Co.
Freeman & Company | Hayden, Miller & Co.- I““ganQ,}iE,E’ﬁ,?‘ Co. New York Hanseatic Corporation ~ Rand & Co.
Dempsey-Tegeler & Co.- - Cutter, Pluinmef&Bennctt Fulton Reid & Co., Inc.  Charles King & Co.  Blewer, Glynn & Co.
Butcher & Sherrerd Ceurts & Co. DcHaven & Townsend, Crouter & Bodine Hickey & Company, Inc.
Joseph, Mcllen & Miller, Inz. .~ - Kormendi & Co.; Inc. Mackall & Coe : William R. Staats & Co.

Stern, Lauer & Co. ' Talmage & Co. Arthur L. Wright & Co., Inc.
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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 Energy Review—Survey-—Harris, Upham & Co., 120
Broadway, New York 5, N. Y.

Atomic Letter (No. 25)—Comments on expanded atomic power-
program abroad including Euratom, naval program for‘sxx
atomic ‘aircraft carriers, official AEC estimates of uranium
demand and supply, South African uranium ore reserves,
and items on Newport News Shipbuilding & Dry Dock Co.
and Foundation Company of Canada—Atomic Development
Mutual Fund, Inc., Dept. C, 1033 — 30th Street, N. W.,
Washington 7, D. C.

Burnham View — Monthly investment letter — Burnham and

Company, 15 Broad Street, New York 5, N. Y. Also avail-

able is current Foreign Letter.

Canada’s Treasure House of Minerals and Oils—Service cover-
ing market news and comment—10-issue trial subscription,
$5—Stock Market News & Comment Ltd., Securities Advisor,
No. E, 80 Richmond Street, West, Toronto, Ont., Canada.

Canadian Banking and Finance—Discussion—E, M, Saunders
Limited, Victory Building, Toronto 1, Ont., Canada.

Canadian Economy—Monthly review—Bank of Montreal, Mont-
real, Que., Canada—New York office, 64 Wall Street, New
York 5, N. Y.

Canadian Investment Stocks—A list of st)ocks most selected by
investment trusts and mutual funds—Draper Dobie & Co.,
Ltd., 25 Adelaide St., W., Toronto, Ont., Canada.

Canadian Mining Industry—Newspaper covering mining indus-
try — The Northern Miner, Toronto, Ont., Canada — $7.50 a
year, $4.50 for six months—specimen copy on request.

Convertible and Participating Securities and Stock Purchase
Warrants—Study of issues in these categories available in the
Canadian market—McLeod, Young, Weir .& Company, Lim-
ited, 50 King Street, West, Toronto 1, Ont., Canada. ‘Also

available is a bulletin on International Utilities Corporation, -

Insurance Stock Analyzer — Comparative data — Blair & Co.,
Incorporated, 20 Broad Street, New York 5, N. Y. Also avail-
able is an analysis of United Insuranceé Company of America.

Japanese Stocks — Current information — Yamaichi Securities
Co., Ltd., 111 Broadway, New York 7, N.'Y.

Language of Investing: A Glossary—New York Stock Exchange,
11 Wall Street, New York 5, N, Y.—Single copies on request.
Also available is the 1957 Fact Book with data on the opera-
tions of the Exchange Community.

Minerals Development in Latin America — “Lalin-American

Business Highlights”—Chase Manhattan Bank, 18 Pine Street,
New York 15, N. Y.

Over-the-Counter Index—Fo1der ‘showing an up-to-date- com-
parison between the listed industrial stocks used in the Dow-

- Jones--Averages and the 35 over-the-counter industrial stocks
used in the National Quotation Bureau Averages, both as to
yield and market performance over a 13-year period —
National Quotation Bureau, Inc;, 46 Front Street, New
York 4, N. Y.

Resources of British Columbia—
portation, basic industries, plant sites,” etc.—Government of

the' Province of British Columbia, Parliament Buildings, Vic-
toria, B. C., Canada. f

Savin_gs and Loan Association Offices — Study of offices in
United States and Possessions as of Dec. 31, 1955 — Federal

Home Loan Bank Board, 101 Indiana Avenue, N. W., Wash-
ington 25, D, C.

Treqsure Chest i.n. the'Growing West—Book describing indus-
trial opportunities in the area served—Utah Power & Light
Co., Dept. K, Box 899, Salt Lake City 10, Utah.

Information  on power, trans- -

DEALERS—

. Beryllium—a strategic “Metal for the
Atomic Age — and Beyond”

Beryllium Corp.

Brush Beryllium

Bought — Sold

TROSTER,  SINGER & CO0.

Members: N. Y. Securily Dealers ‘Assoclalion

74 Trinity Place, New York 6, N. Y.

pitized for FRASER
p:/[fraser.stlouisfed.org/
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Allied Paper Corp.—Memorandum—DBarret, Fitch, North & Co.,
1006 Baltimore Avenue, Kansas City 5, Mo.

American Bosch Arma Corp.—Bulletin—Bache & Co., 36 Wall
Street, New York 5, N. Y. Also available is a bulletin on
Warner Lambert and a2 discussion of the outlook for Public
Utilities in 1957.

American Cyanamid Co.— Memorandum — Walston & Co.; 120
Broadway, New York 5, N. Y.

American Encaustic Tiling Company Inc.— Annual report —
American Encaustic Tiling Company, Inc., Lansdale, Pa.

Anaconda Company—Analytical brochure—McDonnell & Co.,
120 Broadway, New York 5, N. Y. 2

Armco Steel Corporation — 1956 annual report — Armco Steel
Corporation, Middletown, Ohio.

Baldwin-Lima-Hamilton—Analysis—Filor, Bullard & Smyth,
26 Broadway, New York 4, N. Y.

Baxter Laboratories, Inc. — Memorandum —-Doyle, O’'Connor &

Co., 135 South La Salle Street, Chicago 3, I11.

Bendix. Aviation Corporation — Analysis — Laird, Bissell &
Meeds, 120 Broadway, New York 5, N, Y, .

Beneficial Standard Life Insurance Company—Study—Robert
H. Huff & Co., 210 West Seventh Street; Los Angeles 14, Calif.

Chain Belt Co.—Memorandum—Hirsch & Co., 25 Broad Street, .

New York 4, N. Y. Also available are memoranda on Shell
Transport & T_rading Co., Lid. and United Gas Corp.

Colonial Stores — Analysis— R. S. Dickson & Company, Inc.,
Wilder Building, Charlotte 2, N. C.

Continental Motors Corp.—Bulletin—De Witt Conklin Organi-
zation, 100 Broadway, New York 5, N. Y.

Eastern Shopping Centers, Inc.—Memorandum—Dewey, King &
Johnson, 64 Wall Street, New York 5; N. Y. ¥

Emporium Capwell—Analysis—Dean Witter & Co., 45 Mont-
gomery Street, San Francisco 6, Calif. Also available is an
analysis of Friden Calculating Machine Co.

Fedders Quigan Corp.—Bulletin—J, R. Williston & Co., 115
Broadway, New York 6, N. Y. Also available is a bulletin on
Charles Pfizer.

Franklin Life Insurance Company — Circular — Wm. H. Tegt-
meyer & Co., 39 South La Salle Street, Chicago 3, Ill. Also
available are circulars on Federal National Mortgage Asso-
ciation and The Great American Life Underwriters, Inc.

General Electric Company — Annual report — General Electrie
Cempany, Dept. 2-119 E, Schenectady, N. Y

Genéral Outdoor Advertising — Bulletin -~ Herbert E. Stern &
Co., 52 Wa}l Street, New York 5, N. Y.

Gunnar Mines, Ltd.—Analysis—Sutro Bros. & Co., 120 Broad-
way, New York 5, N. Y.

Louisiana State Building Authority Bonds — Circular — Scharff
& Jones, Inc., 219 Carondelet Street, New Orleans 12, La.
Louisville Title Mortgage Co.—Memorandum—Bankers Bond

Co., Kentucky Home Life Building, Louisville 2, Ky.

Metropolitan District, Hartford County, Conn. Water Bonds—
Circular—New York Hanseatic Corporation, 120 Broadway,
New York 5, N. Y.

Pennsylvania Railroad — Report — Amos Treat & Co., Inc., 79
Wall Street, New York 5, N. Y.

Prophet Co.—Bulletin—Georgeson & Co., 52 Wall Street, New
York 5, N, Y. ..

Rohm & Haas — Analysis — Kidder, Peabody & Co., 17 Wall

Street, New York 3, N. Y

Salem Brosius—Report—Hayden, Stone & Co., 25 Broad Street,
New York 4, N. Y, ° ’

Schering Corporation—Analysis—Vilas & Hickey, 26 Broadway,
New York 6, N. Y.

Scripto—Memorandum-—Johnson, Lane, Space & Co., Bay and -

Drayton Streets, Savannah, Ga.

W. A. Sheaffer Pen Co.—Study—A. C. Allyn & Co., 122 South
La Salle Street, Chicago 3, I11.

Shell Transport & Trading—Report—Osborne & Thurlow,- 39
Broadway, New York 6, N, Y.

Shulton, Inc.—Analysis—H. Hentz & Co., 60 Beavgr Street, New .

York 4, N. Y. g

Sinclair Qil Corporation—Annual repoft—Sir{clair QOil Corpora-
tion, 600 Fifth Avenue, New York 20, N. Y, - :

Southern Natural Gas. Company — Annuszl report — Southern

Natural Gas Company, Dept. FC, Watts Building, Birming-
ham, Ala.

TMT Trailer Ferry, Inc.—Study—General Investing Corp., 80
Wall Street, New York 5, N. Y. .

Twentieth Century-Fox—Bulletin—E. F. - Hutton - & Company,
61 Broadway, New York 6, N. Y.

 Are Your Records Incomplete?

“FOR SALE”’

A Number of. Beautiful
Annual Bound Sets of “CHRONICLES” 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 PLN. Y. 7

COMING
EVENTS

. In Invesiment Field

March 27-28, 1957 (Chicago, IlL.)
Central States Group' Invest-
ment Bankers Association ‘an-
nual conference at Drake Hotel.

April 21-23, 1957 (Dallas, Tex.)
Texas Group of Investment
Bankers Association - annual
meeting at .the . Statler 'Hilton
Hotel.

April 26, 1957 (New Yeork City)
‘Security Traders Association of

. New York 21st annual dinner at
the Waldorf Astoria.

- May 6-7, 1957 (Richmond, Va.)

Association of Stock Exchange
Firms Board of Governors meet-
ing at Jefferson Hotel.

May 8-11, 1957 (White Sulphur
Springs, Va.) s
Investment Bankers Association
Spring meeting at ‘the Green-
brier Hotel.

May 19-23, 1957 (Cleveland, Ohio)
National Convention of Invest-
ment Analysts Societies.

June 11-14, 1957
Investment Dealers’ Association .
of Canada Convention at Jasper
Park Lodge, Alberta, Canada.

June 13-14; 1957
Ohio)
Cincinnati Municipal - Bond
Dealers Group annual spring
party at Sheraton Gibson and
the Maketewah Country Club.

June 14, 1957 (New York City)
Municipal Bond Club:of New
York annual field day at West-
chester Country Club and Beach
Club, Rye, N. Y.

June 19-20, 1957 (Minneapolis-
St. Paul)
Twin City Bond Club annual
outing and picnic with- cocktail
party at Hotel Nicollet June 19

(Cincinnati,

«www-and-an- all day sports program

at the White Bear Yacht Club,
White Bear Lake, Minn. June 20.

Ty A
Sept.. 25-27, 1957 (Santa Barbara,
Cal.)

" Investment Bankers. Association
Fall Meeting at Santa Barbara
Biltmore.

Oct. 7-8, 1957 (San Francisco, Cal.)
Association of Stock Exchange
Firms Board of Gavernors meet-
ing at Mark Hopkins Hotel.

Oct. 10-11, 1957 (Los Angeles,
Calif.)
Association of Stock Exchange
Firms Board of Governors meet-
ing at Beverly Hills Hotel.

Nov. 3-6, 1957 (Hot Springs, Va.)
National Security Traders Asso-
ciation Annual Convention at
the Homestead.

Dec. 1-6, 1957 (Hollywood Beach,
Fla.)
Investment Bankers Association
Annual Convention at Holly-
wood Beach Hotel.

Oct. 29-Nov. 3, 1958 (Colorado }
Springs, Colo.)
National Security Traders Asso-
ciation Annual Convention at §
the Broadmoor.

DEPENDABLE MARKETS
\4

DEMPSEY-TEGELER & CO.
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Texas Group of IBA
To Hold 22nd Anhual
Convention April 21 23

. DALLAS, Tex. — The Texas
Group of the Investment Bankers
Association of America will hold
their  22nd  Annual Convention
April 21-23 at the Statler-Hilton
Hotel in Dallas.

THe program for the meeting is
as follows:

p Sunday, April 21
2:00-6:00 pm.—Registration,
Ground Floor Lobby.

. 6:30-9:00 p.m.— Cocktail Party,
Clty Club, Adolphus Tower Build-
ing; Dallas Security Dealers Asso-
cxatlon hosts.

Monday, April 2"

10:00 a.m.—Ladies only—Cham-
pagne Brunch and  Style Show,
Zodiac Room; Neiman-Marcus.

10:00 a.m.—General Session and
‘Open Business: Meeting, Junior
‘Ballroom’ — Welcome and Pro-
claiming Dallas “Invest in America
“Week”’; Honorable R. L. Thornton,
Sr., Mayor.

10:15 a.n.—Address, Robert H.

‘Craft, The Chase Manhattan Bank,

New York City, President, Invest-
ment Bankers Assocxatlon of
"America.

10:45 a.m. — Address, Sinclair

‘Armstrong, Chairman of The Se-

_curities and Exchange Commis-
sion, Washington, D. C.
11:00 a.n.—Committee Reports

‘by Chairmen:

Education Committee—Hugh D.

*Dunlap; Goodbody & Company,

Dallas, Texas.
Municipal Securities Committee

‘—Eugene D. Vinyard, Central In-

.vestment Company, Dallas, Texas.

‘Public Relations Committee—
Earl G. Fridley, Fridley, Hess &
Frederking; Houston, Texas.

Legislation Committee—Chas. C:
Pierce, Rauscher, Pierce & Com-
pany, Dallas, Texas.
~ Membership Committee — Ed-
ward D. Muir, Muir & Company,
San Antonie, Texas.

Report by Municipal Advisory

Council’ of Texas—W. E. Tinsley,
Executive Director, Austin, Texas.

12:15 p.m.— Nominating Com-
mittee Report — Wilbur Freder-

'king,” Chairman, Fridley, Hess &

Frederking, Houston, Texas.

Election of Officers:

12:30-1:15 p.m.—Cocktails, Jun-
ior Ballroom.

1:15-2:45 p.m. — Luncheon, Jun-
ior Ballroom.

Principal Speaker, Professor
Backwards.

-3:00-5:00 p.m.—Optional Inspec-
tion, Tour of Dallas-Fort Worth
. Turnpike. Host, Texas Turnpike
~ Authority, J. C. Dingwall, Secre-
. tary-Treasurer.

7:.00 p.m. — Western Party,
- Womans - Building,. State Fair
Grounds; dress, western and: in-
- formal. Entertamment Bobbie

. Williams. and his RCA recording

band, and The Commodores.

Tuesday, April 2>3
Field Day—Brook Hollow Coun-

- try Club.

8:00 a.m. On—Golfers Starting

- Times.

11:00 a.m.-2:30 p.m.—Cocktails
and Luncheon.
2:30-5:30 p.m.
Rummy, ete.
7:30 p.m.-1:00 am.— Cocktails
and Dinner Dance; formal. Music,
Skinny Ennis and Orchestra. En-
_ tertainment, Fran Warren, Chi-
quita and Johnson, Candy Candxdo
Members of the Convention
Committee are: Lewis F. Lyne,
General Chairman, Mercantile Na-
tional Bank at Dallas, Dallas;
Clarence E. Sample, Entertain-
ment, Mercantile National Bank

— Bridge, Gin

. at Dallas, Dallas; Morris A. Dud-

_ ley, Jr., Registration, Rauscher,
- Pierce and Company, Dallas; W.
* Perry McPherson, Transportatlon
Merrill Lynch, Pierc‘e, Fenner &

- Beane, Dallas; Jack Munger, Golf;
+ Keith Reed & Company, Dallas.

Ladies Reception -— Mrs. R. B.
Smith, Mrs. Lewis F. Lyne, Mrs.
Taylor B. Almon.

Members of the Executive Com-
mittee are: Taylor B. Almon,
Rauscher, Pierce & Company,
Dallas, Chairman; Earl G. Fridley,

Fridley, Hess & Frederking, Hous- -

ton, and John P. Henderson, M. E.
Allison & Company, San Antonio,
Vice-Chairmen; Dean P. Guerin,
Eppler, Guerin & Turner, Dallas,
Secretary-Treasurer, and R. R.
Rowles, Rowles, Winston & Com-
pany, Houston; William F. Parvin,
Austin, Hart & Parvin, San An-
tonio; Wesley Hickman, Schneider,
Bernet & Hickman, Dallas; W.
Wallace  Payne, First of Texas

The Commercial and Financial Chronicle

Corporation, “San.. Antonio, . ex=
officio; Milton R. Underwood; Un-
derwood; Neuhaus & Company,
San Antomo ex-officio]. William
C. Porter, Dxttmar & Company,
San Antonio, ex-officio, and R. B.
(Brud) - Smith, Keith Reed and
Company, Dallas, Executive Sec-
retary.

The Group in making the an-
nouncement of the program for
the Convention have issued a se-
ries of (bottled in) bonds hand-
somely engraved, with the list of
various events attached in the
form of coupons.’

With Columbine Secs.

DENVER, Colo. — Francis E.
Perrin is now with Columbine
Securities Corp., 1780 South B’dwy.

- With Boettcher & Co.
(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo.—Bartle H. Day
has become connected with Boett-

cher and Company, 828 Seven-.

teenth Street, members of the
New York Stock Exchange. Mr.
Day was formerly with Invest-
ment Service Corporation.

' With Eastman Dillon

\ (Special to THE FINANCIAL CHRONICLE) . "

CHICAGO, Ill. — Donald R.
Dwyer . has , become, associated
with. Eastman Dillon, Union Se-'
curities & Co., 135 South La Salle
Street. He was formerly with
Bache & Co., and Fairman, Harris
& Co.

(1449) 9

.Gross, Rogers Men With

First California Co.

' (Special to THE FINANCIAL CHRONTCLE) -
LOS ANGELES, Calif.—Nelson
B. Gross, Jack B. Rogers, Henry
Marin and J. Ellis Dion, all for-
merly officers of Gross, Rogers &
Co.; have become associated with
First California Company, 647

Also joining the First California
staff are William G. Cuppa, James
E. Edgerton, Jr., George R. Frost,
Joseph G. La- Puma, Odile K.
Lathan, Herman J. Lofgren and

~ South Spring Street.

‘William E. Mohr, who were all

previously with Gross, Rogers &
Co. )

it ot

Amount
$250,000
250,000
250,000
250,000
400,000
400,000
400,000
400,000

F. S. Smithers & Co.
Kean, Taylor & Co.

March 27, 1957.

(Title 48, Chapter 4, Section 745): “. .

1958
1959
1960
1961
1962
1963
1964
1965

The First National City Bank of New York
C. J. Devine & Co.

The First Cleveland Corporation
Janney, Dulles & Battles, Inc.

il
’7“;‘:;@»*

$10,000,000
Commonwealth of Puerto Rico

Public Improvement Bonds Series A

General obligafioﬁs, for the payment of which, both principalAand interest, fhe
good faith and taxing power of the Commonuwealth of Puerto Rico are pledged.

Dated January 1, 1957. Principal and semi-annual interest (January 1 and J uly 1) payable at The First National City Bank of New Yorl:
or at the office of the Government Development Bank for Puerto Rico, San Juan, Puerto Rico. Coupon Bonds in
denommatlon of $1,000, registerable as to principal only or as to both principal and interest.

Fully registered Bonds are reconvertible into Coupon Bonds.

#*Exemption from Federal, State and Local Taxes. The following is an excerpt from the United States Code Annotated
. and all bonds issued by the Government of Puerto Rico,; or by its authority,
shall be exempt from taxation by the Government of the United States, or by the Government of Puerto Rico or of any
political or municipal subdivision thereof, or by any State, Territory, or possession, or by any county, municipality, or
other municipal subdivision of any State, Territory, or possession of the United States, or by the District of Columbia,’

Acceptable at par as Security for Public Deposits and Eligible to secure Deposits of

Postal Savings Funds

Prices
to Yield

2.60%
2.80
3.00
3.10
3.20
3.30
3.40
3.40

Amount

$400,000

AMOUNTS, MATURITIES, COUPONS AND YIELDS OR PRICES

Due
1966
1967
1968
1969-70
1971
1972,
1973
1974-77

500,000
500,000
500,000 ea. yr.
500,000
750,000
750,000
750,000 ea. yr.

315
31,
31,
31,

3.70

(Accrued interest to be added)

B. J Van Ingen & Co.

Braun, Bosworth & Co. ’

Incorporated

F. Brittain Kennedy & Co.

Seasongood & Mayer

Bonds maturing after July 1, 1969, subject to redemption, either in whole or in part in the inverse order of
their numbers, on any mtere«t date not earlier than July 1, 1969 at par and accrued interest plus a premium
of Y4 of 1% for each twelve months’ period or fraction thereof between the date fixed for redempt.um and
the stated maturity date of such bond

The above Bonds are offered, subject to prior salé before or after appearance of this advertisement, for delivery
when, as and 1f issued and recerved by us and subject to the approval of lc(/a[lt\' by the Secretary of Tustice of the
Commonwealth of Puerto Rico and Messrs. Mitchell, Pershing, Shetterly &

Chemical Corn Exchange Bank

Inc.

Banco Popular de Puerto Rico Lee Higginson Corporation  A. C. Allyn and Company Mercantile Trust Company

Incorporated

C. F. Childs and Company

Incorporated

Lyons & Shafto

Incorporated

Park, Ryan, Inc.

 Indianapolis Bond and Share Corporation

Coupons

3%.%

31,

3.70

Mitchell, Attorneys, New York City.

Lehman Brothers
Merrill Lynch, Pierce, Fenner & Beane

Stifel, Nicolaus & Company
Lakeside Securities Corporation

Yields
or Price

3.459,
100 (price)
100 (price)

3.56

3.60

3.60

3.65
100 (price)

St. Louis

Andrews & Wells, Inc.

Incorporated

Prescott & Co.

pitized for FRASER
o) //fraser stlowsfed org/
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Social Security Benefits: Cost
0f Today's Plan Tomorrow

By ROBERT J. MXERS*

Chief Actuary, Social Sceurity Administration,
U. S. Department of Hzalth, Education and Welfare

J . Chief Social Security Acﬁxary terms our present Federal system
| neither fully-funded nor pay-as-you:go bat rather somewhere

Sound management procedure
always involves a careful delinea-
&on of the problem-or the field of
activity. This is equally true of
the topic
that I am
‘to discuss. The
phrase “social
security” in its
most general
interpretation
‘i8 s0 broad as
to be virtually
meaningless.
Rephrased as
the “security
of the whole
society” would
Jead it to en-
compass all
activities of
gmankind—not.
-anly physical and mental but even
gpiritual. As the term is commonly
used, in its broadest sense it
connotes measures for economic
security under governmental au-
spices, and as such has been wide-
1y used throughout the world since
its origination in the United States
more than two ‘decades ago. The
#£eneral public, however, does not
often use the term to include such
programs as unemployment insur-
ance..and workmen’s compensa-
tion, but rather limits application
©o the Old-Age, Survivors, and
Disability Insurance program un-
der the Social Security Act. Ac-
cordingly, my remarks will be
confined to the OASDI program.

The title I have chosen further
narrows down the discussion to
the question of future costs. The
£pecific phraseology involves the
question of tomorrow’s costs. This
is a relative matter and undoubt-
edly we are not referring to “to-
morrow” as being 24 hours hence
but rather a long-distant tomor-
row — paralleling to some -extent
the views of many theologians
that the seven days of creation
were not merely the 24-hour days
€o which we are accustomed.
“Then,: too, tomorrow does not

Robert J. Myers

inean to us only what it did to the.

prudent ant in Aesop’s fable—Ilet
alone the grasshopper — beeause
food management necessarily in-
volves long-range consideration of
the cost impacts of a:deferred
Penefit program, be it a private
pension plan or OASDI.

Tomorrow’s Costs

For many business purposes,
cost studies need to look ahead
only a few years, but this is by no
means sufficient for retirement
systems. All actuarial valuations
—either implicitly or explicity—
consider the experience that will
develop over the next half cen-
€ury or so—and, in fact, in many
cases into perpetuity, In this re-
spect the OASDI program is no
exception, because although costs
¥nay not be predictable with great
exactitude, it is certain that they
will rise for many years in the
future.

Previously, the OASDI system
has been referred to as a deferred
benefit system. This might sound

*An address by Mr. Myers befcre the
Employee Benefits and Pension Planning
Conference, American Management Asso-
«iation, Chicago; March 12, 1957, :

in between. Mr. Myers describes the preseat benefits, including
the new Disability Insurance Trust fund which is-separate from
the old OASI fund;- emphasizes factors that should be con-
sidered in integrating private pension. and disability planning;
and despite expectations of approximate crossing of jreome
_input and outgo benefits sometime between 1957-1959 and at
approximate five-year intervals, believes that adherence to
scheduled rate increases will, after 1959, make possible
financing the present program without need for further taxation

a bit strange to those of you who
know individuals who have quali-
fied for maximum benefits after
only a relatively few years of con-
tributions. In certain respects such
as this, the system has much less
of a deferred henefit character
than most private pension plans.
Yet, there are elements of deferral
in that many of those in the popu-
lation aged 65 and over retired or
were widowed hefore social -se-
curity coverage became available.
At the presént time, about 60% of
the aged population are receiving
benefits under the program or
would be receiving them upon re-
tirement from substantial gainful
employment, Several decades
hence, this proportion will rise to
a figure in excess of 90%.

-.Perhaps the most basic question
of all is what do we mean by the
cost for the social insurance sys-
tem or, for that matter, of any re-
tirement plan? We must recognize
that there ' are various sound
methods of financing long-range
benefits. To a eertain extent these
different methods may depend not
only on the size of the group but
also on the type of employer or
employment involved. A private
emplover must of necescity pro-
vide for the eventusl comnlete
funding of the liabilities- of his
plan in ovder to safeguard the
beneficiaries and the covered em-
plovees if he should ce~ase busi-
ness. This same procedure is not
essential, and perhaps not even

desirable, for a governmental plan |

whose existence can safely be pre-
sumed to be perpetual. Of course,
this is no license for financial ir-.
responsibility. - ‘

Congressional Policies

The clear Congressional intent
is that the OASDI svstem should
be completely self-supporting
fram contributions of emnloyers
and workers—or taxes, if you
prefer to use that equivalent term
—and the interest earned bv the
fund. In other words, there is not
to be any subsidy or contribution
from the general Treasury. This

policy, however, is by no means a-

full description of the financing
method. In addition, Congress has
provided ‘ that - the - contribution
schedule should be an ‘increasing

_ one, rising from the present com-

bined employer-employee rate of
4159 to an ultimate rate of 812 %
in 1975 and thereafter. The result

is neither a fully-funded system.

nor .a pay-as-you-f£o basis - but
rather somewhere in between—
probably nearer. the latter. The

trust fund-does not merely serve-

as a contingency reserve but is
intended to grow and provide in-
terest, which is to be used to meet
the deficiency arising from _the
excess of benefits cutgo over.con-
tribution ineome .in the distant
future, p -
’ Two Views of Cost’

As far as management and labor
are concerned, the.cost of-social
security can well be said to be the
tax rates specified in ‘the law:
Fromi. an .actuarial standpoint,
however, the cost of the system
really is the benefit disbursements

—either in dollars, or, perhaps

more .significantly, in relation. to
covered payroll. . These two .dif-
ferent ways of looking at costs,
however, are not as dissimilar as
might be thought because under
the self-supporting thesis, the
benefit costs will have a direct
effect. on the taxes imposed for
the support of the system. . If the

benefit experience is such that the.

cost materially exceeds what had
been estimated, either a down-
ward adjustment in benefits or an

upward adjustment in contribu--

tion rates would be called .for—

" from a political standpoint; prob-
 ably the ‘latter would be “the
likely course ‘of action under 'such .

circumstances. On the other hand,
if the benefit costs did-not turn
out to be as high as estimated;. it
is possible -to- -increase -benefits
without revising the tax.schedule

or-to-hold the tax schedule.as a:

lower level. ;

In actual practice, wage. rates
over the past two decades have
risen. quite . significantly. . This
factor considered. alone ' has ,re-.
sulted in_reduction of ~benefit
costs—rniot in terms of dollars, but
in comparison with nayroll. The
reason for this is the weighted

benefit formula, such ‘that those-

with lower earnings receive rela-
tively larger benefits than those
with higher earnings, so.that as
earnings rise the benefit relative
to earnings falls, whereas contri-
butions are, of course, propor-
tional to earnings, : S

Private Pension Considerations -
It is for this reason that ‘the

OASDI system is flexible as”to -

benefit levels since any-inflation
of earnings levels lowers the'rela-
tive cost or, in other words, frees
certain costs that can be used for
benefit liberalizations. This is “a
very important matter to keep in
mind in connection with planning
of pensions to supplement “social
security. - o0

In several instances - in " 'the
past, benefits have been increased
without a corresponding . rise in
contributions as a result of this
featuve. On the other band, some
benefit liberalizations have been
accomvanied by increases in the
contribution schedule—either on a
deferred basis as in' the "1954
Amendments or on an immediate
basis as in the 1956 Amendments,
when disability benefits were
added. ) i @ 5 i

In considering the effect of so-'
cial security on. private. pension

. plans, it is essential to-keepin

mind the lesson of history that

" frequently when social securitv

benefits have :been increased,
there were corresponding changes
in the tax schedule. It almost goes
without saying too that one. should

ity" tax 'this year, but also the
amount eventually provided for
in present law. In the initial leg-

islaticn of the 1935 Act, the com-

bined employer-employee rate
was to begin at 2% and was to rise
pradually te an ultimate-level of
6% by 1949. In actuality. the 2%

rate was “frozen’ through 1949—-

largely because the excess of in-
come over outgo was substantial,
and it was argued that the devel=
opment of a large fund was not
necessary. Since 1949, every con-

tribution increase scheduled - in-
the law by the various. amend- -

ments has occurred so. that.the
rate. went to 3% .in .1950,.49% in
1954, and 412 % in 1957. -

TUltimate Tax Rate

But ‘what is to be the. tax rate
ultimatel¥? -. The original -legis-
lation called for a 6% rate in 1949
and after. ‘The 1950- Act set the
ultimate rate of 6% 'in 1970,

while the 1954 Act uvved this.

figure to 8% in 1975. The legis-
lation last year provided a further
boost to 814 %. It is, of course,
impossible to predict whether this
fionre wilk he raised. by subse-
quent legislation. Under the self-

supporting theory, however,- it is.
liberalizations:

cbvious that anv
that cannot be financed through

any savings in cost that might
arise from higher earnings levels
or from favorable operating ex-
perience must be paid for by
higher tax rates—possibly in the
near future and certainly ulti-
mately. We should not be too
sanguine on counting too much
on cost savings due to rising earn-
ings because such savings result
only fromy what is in effect a rela-
tive devaluation of the benefits.
Accordingly,. any - sharp rise in
earnings levels will likely produce
a successful-demand for increased
benefits that will use up the sav-
ings that appear to be present. -
Perhaps up-to this point, I'have
dealt too..much. in - generalities
‘about the long-range financing of
the program. This, I believe; is
necessary .as a background for
considering what may perhaps be
or more interest to this audience—
the likely experience in.the next
five years. In the past, contribu-
tion . income. has. materially  ex-
ceeded benefit outgo butithe gap
has been rapidly .closing: In the
past calendar year, contributions
éxceeded benefits by .only about
10%. Looking at it another way,
total income- ineluding  interest
exceeded total outgp, -including
administrative expenses, by only
18%. .In absolute terms, Fowever,
this 18% was a rather sizable sum,
namely about $1 billion. *

Two Trust Funds‘

- In the-future, in considering the.

financing of :the social 'security
system,.we have to consider not
merely one. trust fund as in.the
past, but rather two.- There is one
trust fund for old-age .and sur-
vivor benefits and another for dis-
ability. benefits. The separate

Disability Insurance Trust Fund

was . established . by the 1956
Amendments. to answer the argu-
ment that the cost of the disability
benefits then enacted could be so
high as to affect adversely the

-OASI Trust Fund. Accordingly,
~this ' fund " pavs
monthly disability benefits;, while*
.the increased employer-employee
contribution of 2% for all future"

out the mnew

years is channeled into this fund.
" 'The OASI Trust Fund now con-
tains about £23 billion, while the
Tigabilitv' Ipsurance - Fund . has

just started. operations and so.is-
. reletively small'at the moment. As-
-to the OASI Trust Fund., it seems”
‘alrost certain that at some time-
in the next few vears contribution

income. will' fall below: benefit

outgo. It is viery unlikely ‘that this
will occur in 1957, quite' possible
that it will occur in 1958. and it.

is almost certain to- occur in-1959.

:In 1960, however, the seheduled
[increase in the contribution rate
-will probably swing the balance_
) ‘the other way. Furthermore, the
look not only at'the social secur- "

effect of the interest earnings will
quite likely -result in a positive

net income to the fund in 1958 and’

quite likely also in 1959, althoueh
it -is conceivable that then the
fund might then “have .a ‘small

_drop. - The Disability Insurance’

Trust' Fund, on the other hand,
will almost certainly show an ex-
cess of income over outgo for at
least, the next five years.

Will Bé Self-Financing .

- What does' this all. mean in re-
gard to the likelihood of the tax
schedule. being.-sufficient’ to sup-
port the program in the mear fu=
ture? . From™a long-range stand-

“point, it is not serious if the OASI

Trust Fund were 'to decrease to a

slight extent from one year to the
. nextin; the next few years.

It
would seem likely that this would
be merely a temporary downward
movement that would be offset by
the scheduled quinauennial rises
in the tax rate. - In faet, the long-
range cost estimates indicate that
toward the close of each five-year
period in the futuré. the income
and outgo curves under the OASI
portion of the program will either
cross or come. close to erossing,
Fut at the beginning of the next
five-vear period,.there will be a
sizable "excess of income over
outgo. Accordingly, over the years

.
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—despite possible decreases to=
ward the close of each five-year
period—it appears. likely that the
Trust Fund will grow to a magni-
tude considerably above that now
prevailing. It is therefore my con-
sidered opinion that the sched-
uled increases in the social secur-
ity tax rates—both the one imme-
diately .ahead in 1960 and the
others scheduled—will, if carried
out, be sufficient to finance the
present program without need for
further taxation.. e Ao

- -Ceost Consciousness

In closing, I'should like to em-~.
phasize . one ~“extremely strong
point of the OASDI system insofar
as sound management and:long-
range.planning, are_concerned, It
:is quite . fortunate  that - ever -the
- years there has been, such a.strong
cost-consciousness on the -part of
all' who. have been -directly con-
.cetned with the operation of the
social security program. This ex-
tends not only to the agency. of
the executive branch of the gov-
ernment that has. this direct re- -
.sponsibility, but also, and quite
Aimportantly, to the Congressional
committees dealing with social se- .
curity legislation. - Although these
,committees have “in general ex-
amined the benefit and coverage
provisions first, they have never
failed to consider just as carefully
‘the resulting increased costs in- .
.volved.- .-Upon such examination,
invariably the necessary financing
provisions,. within a reasonable
margin, were made—based on the
best available actuarial estimates
—or else the benefits that would
have seemed desirable to provide
were. reduced. or restricted. With
this very responsible attitude and
careful. analysis . continuing, it .
seems to me that our social secur-
ity program in all the “tomorrow
to come” will be-on a sound finan-
cial basis.

Gonnecticut Plans
Turnpike Bond Sale

State Treasurer John Ottaviano,
Jr., announced March 25 that the
.Expressway Bond Committee has
scheduled a meeting for Thursday,
Mar.28,to discuss fixing a sale date
for $50,000,000 Expressway Bonds,
Third Series, for the financing of
the Connecticut Turnpike. The
Treasurer said that the Committee
has previously informally agreed
on_certain changes in the bond
-terms which .should be attractive
to investors. :

It 'is contemplated that the
Third Series Bonds will first be

“optionally redeemable Jan. 1, 1965,

eight years from their date. Vo
Another change is the division
for - financing . purposes of the
Turnpike into-two sections by the
Connecticut River with a priority
_established for the permanent fi-
nancing of the section west of the
Connecticut River. This will not
affect the  construction- program
of the eastern section, as costs
thereof will be . temporarily. fi-
naneed : by general .obligations
notes of . the State. 'However, -no
Expressway Bonds will be issued

- for the ‘eastern - section until ‘all

costs of the western section have
been ‘permanently ’ financed: and
-provided. that” independent: engi-
neers’- estimates,’ have . again - es-
tablished that the entire Turnpike,
including *. the . ‘eastern - section,
would: be self-supporting - from
revenues. - - - ¢ 5

A third change'is a covenant
against financing - any . other ex-
pressway. by issue of Expressway
Bonds, ‘thereby, in effect estab-
lishing a closed-end lien to pre-
vent dilution of Turnpike rev-
enues. Previously, it would have
been permissable to pool the
Turnpike revenues with revenues
of any other toll road which might
be financed in the future. The
new provision will make it neces-
sary for any such future toll road
to be independently financed. .
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Sttikés and Sterling

By PAUL EINZIG

Internationally known British: Economist discusses the present.

- strike  and sees no reason for sterling to decline below parity
for next three, or even. six, months, despite- the possibility. of

the strike’s further spread. Taking a long run view, Dr. Einzig

believes the cost of the ‘strike’s partial failure to-the mation:- -

would be offset by the beneficial effect of the’ failure ‘o~ .-
industries in general. :

LONDON, Eng.— Towards the
middle of March there was a
. sharp - deterioration ‘in the -labor
situation in . Britain. A.. strike

. developed: in

_ the shipbuild-
ing  industry,

and at the

- time - of “writ-
- ing, a strike in
" the engineer-
ing - industry

appears to be

“inevitable,
..while there

seems to be a
. strong - “possi-

bility of a
.railway strike.

Even though

these  strikes

have been
threatening for some time, the
developments during the second
_week of March produced a sharp
impression on the Stock Exchange
and on the foreign exchange mar-
ket. There was a marked setback
both in Stock Exchange quota-
tions and in' the sterling-dollar
rate. 5

While the effect of such grave
industrial developments on
equities is. understandable, there
seems to be less justification for
“the fall in Government loans and
other - fixed ‘interest: bearing se-
curities, or for the depreciation, of
sterling. There is no reason -why
the widespread strikes should lead
to a.rise-in interest rates. On the
contrary, .since’ the Bank rate is

Dr. Paul Einzig

maintained at its high figure of = ' '

. 5% in order to prevent a relaxa-
rtion of the credit squeeze, th_e
decline in the demand .for credit

and in the amount of public issues
- that the strike is liable to cause,

should enable the authorities  to
lower the Bank rate.

The - position is ‘more. com-
plicated as far as sterling is con-
cerned. There can be no material
justification for an . immediate
sharp fall, seeing that the effect
of the ‘strikes on the balance of
payment, ‘though immediate, is

not liable to affect the actual sup-

ply of foreign exchanges for some
time. Most dollars and other for-
eign currencies which are offered
" today in the market orig‘ir}ate from
exports effected some time ago,

and the market will not feel the .

absence of the proceeds of engi-
neering and shipbuilding exports
until some time later. The depre-
ciation of sterling was therefore
purely psychological. This appears
to have been realized after a few
days, and the partial recovery on
.the , Stock Exchange was  ac-
companied by a partial recovery
of sterling.

Economic Cost

Of course it would be idle to try
to minimize the gravity of the ef-

fect on sterling ‘of -a prolonged.

- - strike in Britain’s most important
. exporting industry. Should "both
. parties prove to be’ stubborn, .thg
- Toss of engineering and shipbuild-
. ing exports - would -weaken the
-gold reserve considerably .even
before the advent of the autumn
pressure, Ifa settlement is reached
on terms favorable to the wprkgrs,
it must mean a substantial in-
crease in costs of production in the
industries directly concerngd, and
_ the higher. prices of eqpxpment
. would mean an all-.rour}d increase
in the cost of capital investment

in general..If, on the other hand, -

the workers feel impelled to re-
sume work on.terms they consider

. unfair, the effect of suph a settle=
" ment on their attitude might have

gitized for FRASER
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an adverse-influence on produe-,
tivity, .- vz :

* Since both industries are ‘fully

employed and ‘have to quote-leng*
delivery-dates, it will;in any case;
be- impossible: to ‘ make:-up--for.
lost time’ by -stepping’ up :thé& ouf--
put. Any exports -lost. as-a result
of “the strike -constitute.-a’ dead.
loss. and not merely a- postpone-
ment of exports.-Moreover, as far
as shipbuilding is concerned, the
delay caused by the strike' is

liable to divert: orders'to Japan

and ‘Germany, with - detrimental
effect on long-range prospects:
We must consider, however, the

‘other side of ' the picture, - The

strikes are liable to affect riot-only
production but also' consumption.
Unless  an . early settlement- s
reached, millions of workers and
their dependents. will have to
manage on a drastically reduced
spending power. This would affect
the volume of imported food, raw
materials and manufactures. " It
would also release more .goods for
an export drive by industries not
affected by the ‘strike. The dif-
ficulty of selling in the domestic
market would induce these indus-
tries to. concentrate ‘on export
drives. The uncertainty of the eco-
nomic prospects would result, in
a ‘curtailment of -spending by
many ‘ millions of ' wage-earners
and others who are not. involved

in the strikes. In other words, the

disinflation*which the prolonged

credit-squeeze has -been .unable to

bring . about, and which was
brought about only temporarily
and to an inadequate extent by
the econoemic consequences: of the
Suez crisis, would take place as a

result of a-prolonged strike.

. - No Threat te Sterling'

-Needless ‘to say, on balance the
gold reserve would necessarily be
affected by the strike, to. a con-
siderable, extent -in spite of the
mitigation ‘of its effect by the de-
cline in consumer démand. But it
is:- well “to bear ' in . mind that
mitigating. effect ‘when trying' to
asséss the effect of ‘the strike:on
sterling: What matters is to realize
that,. even if the next few months

‘shoald witness ‘a- decline “in the

gold reserve instead: of its'seasonal
increase, . ‘that - decline ~is mnot
likely to be of a magnitude that
would < -foree the Government’s
hand-in the direction of a devalu-
ation. . :
Had the reserves not been rein-
forced by the dollar facilities
arranged with “the International
Monetary Fund and the Export-
Import Bank, and by the defer-
ment of the instalments on the
American - and Canadian = loan
agreements. of 1946; the effect of
the :strike .and of the ‘ensuinz
autumn drain might have redueed
them below danger level. As it is,
the reserve could stand the strain
even if the strike should continue
for. months, and: even ‘if workers

of .other industries were to join

the engineering and shipbuilding
workers in.their strike.

There was no justification for
the : pronounced initial- psycho-
logical -effect' of the - strike on
sterling. .-The foreign exchange
market need not concern itself un-
duly with anything that is liable
to -happen beyond: the next three
meonths. And in so. far as anything
can be regarded as certain in this

world full of uncertainties, it is

that sterling will not decline be-
low .$2.78 within the next threse
months, or even within the next
six months.
Long Run View
How sterling’s prospects would

be affected’ in the long run if,.

after * a prolonged strike, the
greater part of the 10% increase
demanded by the strikers were to
beé: conceded, is quite another
question. Many categories of Brit-
ish. - engineering goods wouldi
cease to be competitive*@abroad.
What is' perhaps even more 'im-
portant, the success of the wages
demand would encourage , the

-‘frade- unions: in ‘many - other in-

dustries to follow the example,
and ‘wages inflation which was
kept down to a reasonable degree
in: 1956 would- resume its full
progress.

From this point of view, even a
partial failure of the strike would
produce a salutary effect in dis-
couraging - excessive wages de-
mands. If the unions concerned
in the present strike were to
spend a large proportion of their
large funds without being able to
achieve anything: like. their full
demands; the cost of the strike to
the nation would be offset by the
beneficial effect of the failure on
industries in general. The mitiga~
tion of overall employment
through the indirect effects of the
strike would tend.to operate in
the same direction.

And even. if the worst came to
the worst, and a prolonged strike
were to deplete gravely Britain’s
reserves, it might possibly bring
about. a state of emergency in
which, confronted with a major
danger, the British people usually
show ihemselves at their best.
Some such shock is badly needed,
and when it comes;-it is liable to
produce a salutary effect. d
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' Narold B. Smith Joins
~ Shearson; Hammill

NEWPORT BEACH, Calif. —
Harold B. Smith has become asso-
,ciated with the New York Stock
Exchange firm of Shearson, Ham-

- mill.& Co.,

3331 Via Lido.
. Mr. Smith was

formerly with

Pershing &

Co. in New
~York {City.-

Prior-  thereto

he “was New

York manager
- for Collin,

Norton & Co.
. and  was with

Sweetser &
: Co., Lage &
: Co., Frazier

Jelke & Co.
: and *Charles .
Head & Co.” Mr. Smith 1is  well
known from coast to coast in the
trading fraternity as the Chairman
of the National Advertising -Com-
mittee of the N.S.T.A.. from. 1939
to 1956. During his term. as Na-
tional ‘Advertising Chairman, in
cooperation with the “Commercial
and Financial Chronicle,” the
Year-Book Convention issues
covering the national conventions
yielded " over $175,000 -to the .
N.S.T.A. Treasury. !

Mr. Smith- was one ‘of the
original founders. of the' National
Security Traders: Association and
of the Security Traders Associa=-
tion of New York. He was also
formerly a member of the Cor=-
porate Bond Club of New York
and the Bond Club of New Jersey.

With J. A. Hogle

(Special to Ty FINANCIAL CHRONICLE)
LOS ANGELES, Calif. — Ezra
Ratner is with J. A. Hogle & Co.,
507 West Sixth Street.

Harold B. Smith

s

Dated Ipril-1,

Incorporated

March 27, 1957.

"BLYTH & CO.,- INC. ",
HARRIMAN RIPLEY & CO.

WHITE, WELD & CO.
HEMPHILL, NOYES & CO. ,
LEE HIGGINSON CORPORATION - F.S. MOSELEY & CO. PAINE,

This announcement is neither an offer to sell nor-a solicitation of an offer to buy anwy of these Debentures.

The offer is made only by the Prospectus.

. $250,000,000 |
- American Telephone and Telegraph Company

- Twenty-Eight Yea

1957

r 4%s% Debentures . -
' g Wb l_)ue April 1, 1985

Interest payable April 1 and October 1 in New York City

3 Prif:e 1 Ql‘.214 % a_hd Aécrued Interest

Copies of the Prospectus may he obtained [rom only such of the undersigned as may legally offer
these Debentures in compliance with the securities laws of the respective States.

MORGAN STANLEY & CO.

Incorporated

GLORE, FORGAN & CO0.
-VKIDDIER,. IfEABopy & €.
_LERMAN BROTHERS - SMITH, BARNEY & CO. ~ STONE & WEBSTER SECURITIES CORPORATION -
A.C. ALLYN AND COMPANY
VHORNBL(.)WER & WEEKS

BECKER & CO

Incorporated .

A. G.

GOLDMAN, SACHS & €0.
.EAZARD FRERES & CO.

W.-E. HUFTON & CO.
WEBbER, JACKSON & CURTIS

’

DREXEL & CO.
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The Diminishing Burdén
g Of Consumer Credit

By DR. H. E.

LUEDICKE*

- Editor, “Journal of Commerce”

Depicting consumer iristalment credit’s true role as broadening
the market for mass-production industries, “Journal . of
Commerce” editor explains why it cannot serve as-a tool for.
economic . stabilization ‘except, like other ‘types of demand for '
investment funds, that: it ought not be financed at lhc_: Price
" of ‘general inflation. General economic rather than individual - -
risk_considerations, according to Dr. Luedicke, is held to b'e :
more reliable guide -as :to .soundness - of instalment credit
‘practices, and - selective: controls ‘are found: unnecessary to -
protect: the consumer. Author doubts 1957 consumer credit
rise will ‘exceed last year’s unleéss auto sales pick up during
“the next.few months, and foresees the growth of such credit
as the economy grows, though the rate of increase over the
‘next decade will not match the past ten years.

Much of the current confusion
about consumer credit and con-
sumer credit control is traceable
to two factors: :

(1) The dis-
tortion of the
economic role
of consumer
credit from
that of a rela-
tively simple
tool in modern
merchandis-
ing into . that
of an instru-
ment. for the
manipulation
of cyclical
business
swings.

(2) The at-.
tempt to use past “emergencies”
as a pretext for the establishment
of permanent consumer credit con-
trols. In this sense, even the es-
tablishment of stand-by controls
would have to be regarded as a
permanent facet of credit policy.

There is too' much talk about
consumer credit control and not
enough”about consumer credit. '
" There is too much’ talk about
the role of consumer .credit in
achieving economic- stability -and
not enough about its use in achiev-
ing higher living standards.

There is too much talk about
the role consumer credit control
ought to play in perfecting gen-
eral credit control and not enough
about its role in modern merchan-
dising of durable consumer goods
—both from the sellers’ and the
buyers’ points of view.

The trouble with consumer
credit today is that the monetary
economists have been permitted
to annex this field as their exclu-
sive domain while the views of
business economists have been
largely ignored.

1. The Conflict

The past year brought the un-
derlying conflict over the role of
consumer credit to a climax in the
Federal Reserve Board survey of
consumer credit. The first five
volumes of this survey have just
been published. The whole survey
will consist of six volumes.

This survey was requested by
the Council of Economic Advisers
at the direction of the President,
for the specific purpose of investi~
gating the desirability or necessity

-of consumer credit stand-by con-
trols. The research job grew out
of all proportion. Yet today, a
year and six volumes of reports
later, the monetary experts still
dominate the debate; and they are
still poles apart in their views on
consumer credit control,

The disagreements among them
revolve arqound two points: "

(1) Can consumer credit be con-
trolled through general credit re-

Heinz E. Luedicke

straints, or would it take selective

qualitative controls, (on top. of
general restraints) to limit its use

*An address by Dr. Luedicke before
the American Bankers- Association’s In-
stalment Credit Conference, Chicago, III.,
March 20, 1967,

if there -is need for strong anti-
inflationary credit curbs?

(2) Should stand-by controls
for consumer credit be a perma-
nent feature of the credit machin-
ery, or is it preferable to deal with
“emergencies” ‘as they may arise
in the future?

There is no agreement on either
of these questions.

The Federal Reserve Board study
failed to bring the conflicting
viewpoints closer together. Con-
sequently, I doubt very much that
the Administration will try. to
make a case for permanent instal-
ment credit controls as a result of
this study. Actually, by failing to
make. a convincing case for con-
trol, this study -supplied the
strongest argument against any
form of consumer credit control
at this time—even the stand-by
variety.

II. Distorted Aims

While the drive for consumer
credit contrals ostentatively is
aimed at making over-all credit
policies more effective, at. least
some. of those who are pushing
harq for them do so because they

-see..in:the.control  of consumer

credit an additional tool for eco-
nomic stabilization.

They believe that consumer
credit controls can and should be
used for contracyclical purposes:
to hold back consumer purchases
through changes in terms when
demand threatens to outrun the
supply of durable consumer goods;
and — conversely — to encourage
instalment purchases of durable
consumer goods when demand is
lagging.

This concept is fallacious. It is,
of course, possible to curtail in-
stalment purchases by making
terms prohibitive; but the theory
breaks down when put into re-
verse. because there is no such
thing as a planned postpomement
of demand for consumer goods.
Consumer attitudes during an eco-
nomic downswing cannot be re-
versed simply by a change in in-
stalment credit terms as long as
the public believes that the price
level is headed lower or unem-
plovment headeq higher.

With modern mass production
industries closely geared to instal-
ment credit sales, this kind of con-
tracyclical manipulation would
constitute a rather hazardous gam-
ble; it probably would result in a
permanent loss of sales rather
than in their postponement,

Even more obnoxious are sug-

gestions to guide secular industry:

growth rates through credit in-
stalment regulation. Such propos-
als have been made tentatively.
They would gear instalment credit

controls to what the “planners” °

regard as sustainable rates of pro-
duction and sales in key sectors
of the economy, like automobiles
or other durable consumer goods.
Such schemes would be only one
step removed from outright con-
trol of production. '

While suggestions such as these
will not get anywhere, certainly

not under the present Administra-
tion, they do show up some of the
more devious motives behind the
current drive for consumer credit
regulation,

1II. The Economic Setting

The true economic role of con-
sumer -credit, notably instalment
credit; lies in broadening the mar-

. ket for. mass-production  indus-.

tries. 'Its pioneers did mnot even
dream of serving economic stabi-
lization, - - S R

The current ~confroversy - over

consumer ‘credit control is largely -

due to the fact that the: monetary
‘experts still .are dealing ‘with the
problem - in -terms -of 1955—while
it should ‘be dealt with in terms of
1957 and 1958.

As’ so. . often .is. the case, the
formulation of economic- policies
frequently requires so much time
that conditions may have changed
drastically by the time such poli-
cies are ready to be put into effect.

The classic example for this was
the way in which anti-inflationary
policies were pushed in President
Truman’s mid-1948 and 1949 Eco-
nomic Reports although it should
have been obvious by then that
price inflation was over and the
country was actually headed into
the 1949 recession.

The conditions that led to the
heated consumer credit con-
troversy in 1955 no longer exist,
or have at least been greatly
modified. The fact of the matter
is that the problem never was
quite as acute as it was made out
to be primarily by those who are
anxious to divert funds from con-
sumer credit into other fields,
notably mortgage credit.

Actually, consumer credit merits
an important assist for getting us
over the hump in 1954. This had
nothing to do with any magical
contracyclical powers, but was
merely a reflection of the fact that
easier credit terms broadened the
market for automobiles.

In retrospect, it is easy enough
to wonder whether the 1955 up-
surge in automobile buying really
was a blessing. But let us not
forget that, at the time, we

-fhought ~we ' .needed -that second °

postwar durable consumer goods
boom badly to pull us out of the
recession set into motion by the
leveling off in the post-Korean
defense boom.

The outstanding fact today—and
this is all too often overlooked by
the critics of consumer credit—
is that consumer credit got over
its 1955 upsurge—call it a binge,
if you want—without any serious
hangover and without doing dam-
age to the overall economy,

IV. Sound Footing

Not enough has been made of
the fact that for January, 1957, for
the firgt time since the latest in-
stalment credit boom got under
way late in 1954 or early 1955,
repayments on instalment loans
exceeded new credit extensions.
That cannot be explained away
as merely seasonal.

This drop may not be too sig-
nificant by itself, but it is im-
portant because it demonstrates
that the 1955 instalment credit
upsurge was brought under con-
trol before it developed into a real
threat to the “normal” level of
retail trade. There was a lot of
borrowing from the future but
obviously not enough to upset the
apple cart.

While instalment buying cer-
tainly represents “borrowing from
the future,” the 1955-1956 experi-
ence has proved to my satisfaction
that the American consumer
knows how far it is safe for him
to go in incurring instalment debt.

His resistance to temptation may
be weakened at times, but not for
long. Actually, his resistance to
temptation is strengthened by a
generally sound attitude toward
saving. Recent studies and surveys
on savings attitudes made by the
Michigan University Survey Re-
search Center have disproved the
cynical belief that saving in the
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United States today is widely re-
garded as unpatriotic.

The American consumer is a
free spender, but he is- also
provident. Only widespread fear
of monetary inflation would be
likely. to upset this attitude.

V. Yardstick for Soundness

Consumer credit is not the kind
of business  whose soundness can
be .determined by fixed yard-

sticks. .(But, then, what business -

can?) Neither the position of the
individual borrower, nor the im-
pact of consumer credit aggregates
on the economy as a whole can be
judged as to its soundness by any
ratios, correlations, or mathemati-
‘cal equations. .

The risks involved in consumer
credit are predominantly a matte
of “terms.” g

It is'safe to say that most of the
problems in this field would
largely disappear  if adequate
criteria for consumer credit terms
were available, Where should we
look ‘for such criteria?

There has been, since the 1955
experience, a good deal of dis-
cussion about  the amount of
“equity” which an instalment pur-
chaser ought to have in his pur
chase. :

This reflects a fear that we may
have erred in moving away from
older criteria for terms that
roughly assured that the instal-
ment debt outstanding equaled the
market value of the collateral.

As the banks have come more
into the role of instalment lend-
ers, the emphasis has switched
from the older collateral concept
to personal character as a cri-
terion.

It is easy, anyway, to overrate
the security which may be found
in terms. In defense of such
departures from the collateral
concept, it should be noted that
even if this principle were fol-
lowed closely, a drop in the price
of the used product could quickly
leave debt outstanding in excess
of the market value of the col-
lateral. =~ 5 0
So far as the soundness of the
total consumer credit load is con-
cerned, quite a bit of work has
been done in relating instalment
credit to disposable income; how-
ever, comparisons of current
ratios to prewar are meaningless.
These comparisons ignore the im-
pact of the “revolution in the

procurement of services” that has

been going on for some time and
is continuing.

This is not a new discovery, but

it is an observation that probably
can be used more effectively in
the defense of instalment credit
totals and their rate of increase
than has been the case thus far.
" Instalment payments are in-
creasingly taking the place of cash
outlays that formerly had to be
made for needed services. Instal-
ment payments on refrigerators
and washing machines have re-
placed cash payments to the ice-
man and the laundryman. What
maids used, to get in wages now
goes to pay off debt for numerous
household gadgets. Cash spent for
movies and theatres now helps
pay off the instalments on TV and
radio sets. And so on.

Just as the payment on mort-
gages is not a net new burden to
the home buyers, but, at least in
part, 'substitution of rent, in con-
sumer instalment debt we have
similar substitutions of debt for
cash outlays. Even the payments
on the family car are, in part,
substitution for public transporta-
tion outlays.

This fact alone suggests that
previously accepted criteria for
instalment lending can now be
stretched quite a bit without hurt-
ing anybody. .Certainly there is
no reason to- be alarmed because
consumer instalment debt  out-
standing, in 1955, reached 13% of
disposdble income as against 7.5%
in 1929,

VI.' Restraint versus Control

The fact that the problem of
consumer credit is no longer acute
—and is not likely to turn acute
again in the near future—does not
mean that the subject: should
promptly be dropped from ‘public
discussion, however, i

Actually,” these discussions

should be. pushed ;now. because
conditions make it possible to de-
velop a more balanced judgment.
-The-experience since the flare-
up. -of the.demand. for sconsumer
has - shown- two

credit. -control
things: : - ;
. (1) General :credit - restraints
had at least the same impact-on
instalment credit as on other forms
of credit.’ Total private debt in-
creased  $51 billion "in '1955-—but
the rate of increase dropped to
$35 billion in 1956. The drop in
the rate -of increase was 30% for
total private debt, but about 50%
for. instalment . credit. : '

' (2) Voluntary *restraint in the
field -of instalment credit worked
as ‘well” as ‘anywhere else, and
probably . better. The problem,
despite the 1955 upsurge,:never
did get out of hand. -

Perhaps the most impressive
demonstration of buyer and seller
restraint in this field was the fact
that 1956 brought a reversal rather
than a continuation of the 1955
trend. Even in 1955, there was no
magic. in. terms alone. The 1955
pattern resulted primarily from
the success of the new auto models.
Liberalized terms, then helped.
The same terms in 1956 failed to
induce another buying spree, nor
was any effort made to speed up
lagging automobile sales by a fur-
ther loosening of terms, et

Under these circumstances, the
case for consumer credit control
is now weaker than it ever was,
and it"Wasn’t convincing even late
in 1955.

By coincidence, publication of
the first five volumes of the 1956
Federal Reserve Board study on
consumer credit control followed
by only ten‘days publication of
the latest. Bulletin of the Insfal-
ment Credit Commission of the
American Bankers Association in
which banks and other lenders in
the consumer credit  field were
urged to exercise an increasing
degree of prudence and to follow
a policy of “controlled flexibility”
in the period ahead.

As far as timeliness is con~
cerned, you can trade in the five
volumes of the Federal Reserve
report for the scant five pages of
this Bulletin of your own organi-
zation, ’

Probably, you all have seen this
Bulletin prior to your departure
for this Conference. Just let me
refresh your memory by quoting
one more sentence from it. “Until
the - economic climate can be
brought into better focus,” the
Bulletin stated, “credit policies
should lean toward the conserva-
tive and selective approach.”

Restraint in the consumer credit
field does not only mean that
banks and other financial institu-
tions must resist the temptation
to go along when demand for con-
sumer goods shows signs of run-
ning away; it also means the
development of sound procedures
for the day-by-day conduct of
the business.

I feel sure that the Federal Re-
serve study of consumer credit; in
the end, will prove a valuable
addition to the literature on this
subject, particularly its sections
dealing with actual procedures
and experiences. These sections
should prove especially valuable
because consumer credit, over the
years to come, will continue to
attract more financial institutions,
particularly banks. This puts a
premium on the availability of
pretested experience records be-
cause they can help to hold down

Continued on page 67
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- Keeping Values in Balance
; By DON C. PRESTON
Seattle, Washington

Mr. Preston concerns himself with equilibrium balancing dur- -
.ing. the business cycle and suggests our recent prosperity -
_period “has created the necessity for new thinking. . . . and
understanding -of real facts and not fancies of the past or
:fear of the present and future.” Relating securities with con-
.‘sumption’ items, ‘the author suggests we master as thorough -
a.knowledge of the former as we do of the latter, improve our
- value measurement - yardstick whether buying blue chips or .
stocks near investment stature, and not hastily dump secari-

ties any faster than
SRS G ,

Value received is the basis upon
which sound .barter and trade -is
Pplanned ;and executed. -When for
any reason, ‘the proper value re-
turn has . de-, ;
creased or
vanished, val--
ue received is.
no longer in
balance - with
the money,
material
or labor
expended.
Adjustments
then must be
made to bring
them into
proper rela-
tion- with one
another.

Often it has
taken depressions of varying de-
grees of severity to adjust the
value of goods and labor. When
again in proper balance with the
various' mediums of exchange, a
new economy based upon value
received is brought about. With-
out this balance no true, safe or
full prosperity can be achieved.

Looking back on the depression
of the 1929-30 period, the writer
as a merchant of that time, deal-
ing mostly in merchandise re-
quiring contract selling, remem-
bers clearly the value received
‘unbalance. Frantically he disposed
of all new merchandise and
stopped all new purchases, main-
taining  only. repossession. sales
and - collection offices.

To be a successful merchant. of
that time, one had to obtain and
hold selling franchises from the
few leading manufacturers of the
day, whether it was automobiles,
musical instruments, appliances or
any 'manufactured article gener-
ally’ selling on an installment
basis. Manutacture competition
being rather limited, a dealer was
under heavy factory pressure and
obligation “to hold his- selling
rights. E ;

Generally no- real " necessity
seemed to exist. whereby manu-
facturers felt it necessary to their
competitive life to greatly im-
prove or expand the value of their
products. Apparently their think-
ing was that their initial suc-
cesses, together with their great
name value, would carry them
successfully on forever; all one
had. to do was follow them to
riches and glory. The halo was
shining bright.

The pressure for sales, com-
bined with the new easy payment
plans, no down payments and
years to pay the balance, soon
produced an over bought public.
However, they were gradually
coming to realize that the balance
owing no longer covered the arti-
cle’s current value, depreciation
and use value had decreased fas-
ter than the balance owed. No
longer did they feel the need to
keep up with the Joneses in mer-
chandise in which they had lost
interest, and no longer were they
ashamed of repossessions. In fact,
it became 'a national pastime to
repudiate obligations wherever
possible,

At last, and from real necessity,
manufacturers did design and

- produce -merchandise with great
..appeal and value, resulting in a
gradual customer return, recreat-

Don C. Preston

ing a new and sounder credit sit--ies are seldom bullish.: This even

theugh -coppér is a strategic metal :

-~ -uation,-and. allowing the - wheels

we would dump personal
~ 'when prices drop. :

possessions

of industry to start turning, pro-
ducing a real and new prosperity.
Never had' the ‘American people
been able to buy such values at
such a low dollar cost.

.. Many other factors were; of
-course, contributors:to the chain

reaction generally blamed on the: oijticism could possibly be, made

stock market’s crash, where the
value received balance had gotten

out of hand. Not only money and -

goods were out of balance but
people’s minds were also out of
balance with true values, riding
gaily along with the myths of the
times that prosperity, wealth, and
happiness could be secured and
held - by investing their hard
earned dollars in situations with=
out a balanced value to their dol-
lars invested.

Not only was it necessary for
the manufacturers to change their
value thinking, but the people
who bartered their services for
dollars had to get in line with a
new understanding of their time
and - work . value in relation to
their productive value and dollar
purchasing power. Throwing out
of balance the actual worth value
of a person’s time against valuc
received by the employer disturbs
a natural law of balance, bringing
on corrective measures until the
value balance has. again been
achieved.

New Understanding Required
While, the_ %V,CDIS of the past do

not necessarily form an accurate
pattern for the present and future,
the fundamentals never change.
Fortunately, however, men learn
from experience and .do adjust
themselves as other creatures of
nature,” to life’s ever: changing
conditions and demands.

Our very great and real contin-

uous prosperity of the many past’
years has created the necessity-
for new thinking, analys’s and ac-

curate understanding of real facts

and not fancies of the past or:

fear of the present and future.

‘Ours has been such.a forward’

and pushing prosperity that it is
very difficult to adjust our minds
and actions to normal situations,
we are constantly looking for and
expecting abnormal investment
opportunities, Unless there is a
shortage of something where the
known supply is less than the im-
mediate demand, we feel that the
situation is not a healthy one,

We are full of contradictions,
such as: there is too much cop-
per, too much lead and too much
of many other natural resoures.
While there is never too much oil,
coal and other groups of natural
resources, we take comfort in
large reserves of some things and
are alarmed with what we think
is an over supply of others.

Investment premiums are paid
for securities of oil companics
having large proven underground
reserves of oil and gas. This in
spite of the present necessity for
strict production controls and the
always present unbalance between
refined gasoline and oils of vari-
ous types.

Short and Long Run
Considerations
Copper, one of -the metals in
short supply in the earths surface,
suffers market wise whenever the

‘demand does not exceed the pro-.

duction. New resource- discover-
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of great importance and its do-
mestic use:s expanding with great
rapidity. .

All-out production of any nat-
ural resource, any manufactured
article or any commodity would
not only be a. foolish waste of
material and labor ' but . would
shortly ‘wreck the economy. We
must learn- to live; invest and
prospect under:  normal production
and manufacturing @ conditions.
Profitable’ production in' balance

~with-demand is .the answer -to ‘a
healthy economy. ‘A great re-

serve ,of "natural resources is. a

- blessing  and necessity. Industry
. excesses- and abnormal situations

must be brought.into- balance to

.maintain a stabilized:economy-and

a proper: balance of values. ..
Purchasers for others, . through
trust and "pension  funds, instjtu-
tional investors, etc., do as. a rule
restrict their purchases ‘to  well
established  so-called investment
issues; issues of such high invest-
ment standing - that 'no’ personal

against -them “for such purchases
should they suffer a severe mar-
ket drop. Personally, these saime
well informed investment gentle-
men no doubt know of and are
buying for  their own accounts,
issues they feel may be approach-
ing a so-called investment stature
at a price more in line with their
true value than the top issues, but
ones on which they would suffer
more from criticism should they
drop in price. This effort at per-
sonal protection from . criticism
and purchasing names without
full analysis of wvalues ‘creates

excessive prices beyond current

values, making them vulnerable
to any market weakness.

Heavy investments in a limited
number of name issues tend to
push them away beyond their true
market value from a dividend and
price earnings ratio in spite of
their long range prospects, and
cause a considerable market
slump where there is any lct up
in the buying support of these
inflateq issues. This very unbal-
ance causes a complete . markel
disturbance.

Usually the gap between the
favored investment issues ana
others of near investment stature
is too great, and eventually that

gap must be brought closer to--

gether. Either the over priced

ones have to drop or the-others’

move up to create a better bal-
ance, This could be accomplished,
and we would have a sounder
market if the large investment
people would search for and pur-
chase those issues of sound com=
panies for their true current and
future :values rather: than .the in-
flated .issues where it is felt no
sales talks or defense of purchase

judgment is necessary. .
... Valye Insi_g'htv” ‘

There are many contradictions

in actual value appraisals between
the purchase ‘of a home or any

personal - article . gonnected..with-

our personal living and the pur-
chase of securities. We would not
think of a personal purchase with-
out a.thorough understanding of
its- actual dollar value, On, the
othér hand we gaily and optimis-
tically invest in securities without
much actual knowledge of their
true value in balance  with the
dollar value invested. - ¢
Daily quoted security market
prices serve as a guide governing
a current willingness to buy or
sell at a stated figure. There are
no such quotations on homes,
business or other personal posses-
sions., Would the public hastily
dump these personal possessions
as they sometimes do securities
when the quotations . frighten
them? :
How many of us use a yard-
stick of ' value measurement: in
the purchase of securities? In fact
by even the purchase of one share
in any company we become  a
business partner: in-that business
to the extent of the percentage of
our holdings.” We should know
whether or not we have made a
good investment from a value

standpoint. The price paid, bal-
anced against income and the op-
portunity for capital appreciation,
sets its true value, not its selling
up}br down but measured by its
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present and future income possi-
bilities.

Investing in the so-called blue
chips, growth stocks, and .those
with large natural resources gives

‘no positive assurance of being a

balanced value purchase. It is
only a good purchase when the
Price paid is within reason as to
actual earnings, dividends and
capital appreciation within a rea-
sonable length of time, ;

“Scolt Pierce Joi“sﬁf

. 6. W. Walker & Go.

G, H. Walker & Co.,.1 Wall

* Street,” New .York City, members
‘of'the New York Stock Exchange,

announced - that - Scott - Pierce has

.begome associated with the firm

in g-the muni¢ipal bond - depart-
ment. Mr. Pierce.'formerly was

- with Phelps, Fenn & Co, '

C. Radford Van Ness
(RN ol LA g

" With Harris, Upham

" (Special to The f"m.mcgu Clln'om(«"l.f)‘ ot
.. CHICAGO, I11.—C. Radford Van
Ness has become associated with
Harris,, Upham & Co., 135 South
La Salle Street. Mr. Van Ness was

formerly a partner in Francis I.
du Pont & Co. :

With Alm, Kane, ROgers

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, Ill.—Louis S. Kuhn
has become connected with Alm,

-Kane, Rogers:- & Co.,'39 South La

Salle Street. He was’ previously’

‘with ‘White & _(:,‘o. .

With Thill Secs.
(Special to THE FINANCIAL CHRONICLE) *
MILWAUKEE, Wis.—George J.
Gawronski is now with Thill Se-
curities . Corporation, 704 North
Broadway. . ‘ ;

Joins Dean Witter
(Special to THE FINANCIAL CHRONICLE)
VENTURA, Calif. — Don W,
Bowker is now with Dean: Witter
& Co., 129 South Chestnut Street,

July 1957
Jan. 1958
July 1958
Jan. 1959

DICK & MERLE-SMITH
FREEMAN & COMPANY

" March 22, 1957

To be guaranteed mlcomz'itionalli'

3.50%
3.55
3.60
3.625

The Offering Circular may be obtained in any

. WM. E. POLLOCK & CO,,
' McMASTER HUTCHINSON & CO.

$5,540,000

(Second and final installment of an issue aggregating $1 1,080,000’)

| Southern Railway :
Equipment Trust, Series UU

3% % Equipment Trust Certificate

(Philadelphia Plan)

To maturc‘$277,‘000 semi anﬁuully from July 15, 1957 to January 15, 1967, inclusive

y Southern Railway Company.

MATURITIES AND YIELDS
(accrued dividends to be added)

July 1959

Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission,
¢ 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.
R. W. PRESSPRICH & CO.

NEW YORK HANSEATIC CORPORATION

INC.

as tn iayment of the par value and dividends by endorsement

Jan. 1960 and July 1960
Jan. 1961 to July 1963
Jan. 1964 to Jan. 1967

SHEARSON, HAMMILL & CO.
SUPLEE, YEATMAN, MOSLEY CO.

INCORPORATED

(& § IETOR Y RS

BAXTER & COMPANY

)
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Industrial Diversification:
Good or Bad for America?

By JAMES F, CLARK*
President, ACF Industries, Inc.

Leading - industrialist contends

intelligent diversification: (1)

can mean more jobs, more plentiful goods and services, more
scientifically run firms, higher profits; (2) improves firm’s

credit, aids economic- grewth;

+(3)- does not destroy small

business; and (4) -intensifies competition. ACF head evalu-
ates the pros and cons of diversification, major types of diver-

sification, motivating factors,

and impact upon companies,

employees, community: and: eountry. ~According to-Mr. Clark,
“desire for growth” is the over-riding reason, and <other con-

siderations involve offsetting

“declining or non-growth mar-

ket” or compensating for “‘seasonal or cyclical demand.”

How widespread 4is industrial
diversification? How important is
it as a national phenomenon? It is
so widespread that examples of
larger com-
panies which
have not di-
versified to
some’ degree
are now hard-
er to find than
examples of
companies
which have. ' .

The New
York, “Times”
describes  di-
versification
as “a postwar
industrial
phenomenon,”
and adds that,
“It is ammos. a way of life for
present-day American business.”
“Fortune” Magazine writes: “Here
at the helght of the most prosper-
ous era in U. S. history, when
almost any company could be ex-
cused. for sticking to the things
that are working so well, thous-
ands of companies are furiously
diversifying into new lines.” .

One statistic suggests the im-
mensity of the topic we are con-
sidering. Since the end.of World-
Wiar II, American business has
spent more than 200 billion dollars
on new plant facilities. Our slide-
rule friends have not yet broken
down the 200 billion, 'but I would

James Y. Ciarg

guess that diversification prompt- .

ed at least half of that expen-
diture.

When I speak of diversification,
I mean ‘product diversification. 1
would define it as the process of
expanding the line of goods or
services offered for sale. Minne-
sota Mining and Manufacturing
diversified when it began offering
the public Scotch Tape, a new
product. Sears Roebuck diversi-
fied when it began selling auto-
mobile insurance, a new service.
Incidentally, it added life insur-
ance only last week.

Diversification is not an exclu-
sive practice of large corporations.
A neighborhood apothecary who
adds a food counter is diversifying
just as much as the General Tire
and Rubber Company was when
it bought the RKO motion picture
studios. 'Or perhaps, in the light of
today’s practices, I should turn my
example around and say that a
drug store which decides to carry
drugs is diversifying!

Defines Diversification

Economists and business an-
alysts cite dozens of types of
diversification, but two pairs of
categories pretty well cover the
field. All product diversification is
either external or ‘internal, and
either divergent or convergent.
Briefly, diversification is called
external when a new product is
added by the acquisition of an eut-
side facility. Internal diversifica-
tion  involves product expansion
within an- existing framework.
Bell and Howell diversified in-
ternally when it began making
and selling microfilm and, more
recently, tape recorders and hi-fi.

*An address by Mr. Clark before the

Albuquerque, New ex., Chamber of
Commerce, March 12, 1957.

- Diversification is divergent
when a company applies its know-
how to make a product that is
unrelated to its. current lines, as
occurred  when the - American
Machine and Foundry Company,
once exclusively a. manufacturer
of heavy equipment, added c¢hil-
dren’s toys and automatic pin
setters for bowling alleys to its
line. Convergent diversification
describes product expansion in
familiar areas. A current example
is furnished by ACF’s own Carter
Carburetor - division, which has
developed and soon will market
fuel injection to join its other fuel
system ' products. Obviously, in-
ternal or external diversification
can be convergent or divergent.

Diversification, then, comes in
different forms as. well as sizes.

While on the subject of defini-
tions, we should remind ourselves
that the words
“merger” and “acquisition” are
not synonymous. Merger and ac-
quisition are two of several ways
of enlarging a company, Perhaps
some of you remember the line,
Now we - will put Worthington
Pump- and International Nickel
together and get pumpernickel.”
Diversification irr.lies new prod-
ucts. Companies .can merge or
acquire without diversifying. The
mergers of Packard with Studes
baker, and of the Chase National
Bank with the Bank -of Manhattan
Company are familiar examples.

And it seems hardly necessary
to say that companles can diver-
sify without merging, as ACF did
when it established its Nuclear
Energy Products division.

A merger or an acquisition may,
of course, result in diversification
— external diversification. This is
common but not typical. The Fed-
eral Trade Comuussivn icpo. v
that of 2,000 .mergers and-mompi-
sitions recorded from 1951 through
1955, only 25% were for purposes
of diversification, Since the bal-
ance is 75%, 1 think we can con-
clude that the desire to -diversify
differs from the urge to merge.

Motivating Factors

What is the thinking is back of
this desire to diversify? To para-
phrase’  “Fortune”: Why, when
things are workmg well, are so
many companies dlversxfymg into
new lines? Authorities have found
as many as 43 answers, but I am
going to limit thls discussion to
three,

The over-riding reason for di-
versification is' the desire for
growth, American business feels
today that merely holding your
own is not enough . . . that stand-

ing still is, in effect, moving back-.

ward. Someone has said: “Business
is like riding a bicycle — either
you keep moving or you fall
down.” T certainly w,ill affirm that

constructive growth is a valid bus- -

iness goal, and that intelligent
diversification can contribute - to
it. Today, with a minimum of ex-
ceptions, the largest American
Industrial companies are dlversx-
fied.

The other reasons for diversifi-
cation are more specialized. One
is the need to offset a declining
or non-growth market. In cvery

“diversification,” |
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generation — almost every year—
changing tastes and technologies
.amake certain- commodities obhso-
lete.  The makers of harnesses,
harpoons and hatpins literally had
to diversify or die. Buffalo Forge
is one example of those companies
that elected to live. Buffalo once
made pumps for windmills and
bellows for blacksmiths. Some of
us are old enough to remember
them. Buffalo is still in “the air
transfer business, but today Buf-
falo Forge devices blow air"for
air conditioners,

Another major reason to diver-

sify is the desire to -offset seasonal--

or -cyclical ‘demand. -‘The: standard
‘example is furnished by the rail-
road equipment ‘industry. On this
subject you ‘might «call - me an
expert: The old American Car and
Foundry Company, predecessor of
ACF Industries, originally made
railroad cars almost exclusively.

Our American Car and Foundry -

division still is a leader in the
railroad equipment business, but
we certainly know . something
about the - uneven demands of
cyclical markets. - |

If I were to draw you a graph

of the peaks and valleys'in that
area of our business over the last
50. years,
profile of the Rocky Mountains. 1t
would also point up wvery elearly
the reasons’ for dlverslfymg our
fields of activity. :

In ‘the old days, almoct 100% g

of our income came from the rail-
road industry. Last year, 60% of
Acvr’s profits. came from ~nhon-
railroad and non-defense work.

The demand for railroad equip- :
ment is' still” cyclical, but.we no

longer rely on it exclusively.

Evaluating Good and Bad
: Diversification
‘ Let us bear in mind, though,
that we cannot evaluate diversifi-
catlon per se, It must be assumed
that in appraising its advantages
we are considering = intelligent
diversification where related ex-
perience and skills, both technical
and managerial, provide a basis
for success in the new or extended
area of ODEIatIOD £

" With' that premise estabhshpd
I shall deal separately with .the
effects of diversification in-terms
of its “goodness” or “badness™ for
the company, the community and
the nation.

Since the purpose of diversifi-

.cation is to. make new customers

and increase prohts, it would ‘be
very interesting in this evaluation
if-we could make an estimate of
what it has added up to in dollars.
This of course would: be .an
arduous task, -because so many
companies have diversified and in
SO many ways.’

However, the very fact that it
is continuing at an accelerated
rate across the whole industrial
scene is evidence of the promise
it holds for those who do it wisely.
And there are statistics'to confirm
that it can pay off. ‘

We might take as examples the
Radio Corporation of America and
General Electric, two major com-
panies that have extended their
interests into many diverse fields.

In the decade between 1946 and
1956, sales  of 'all manufacturing
companies in the United States
increased 172%. RCA'’s sales in the
same period increased 377%, and
GE’s 349%.

More Profit and Credit

- In those same 10 years ending
in 1956, profits after taxes of'all
manufacturing companies'in-
creased 225%. RCA’s profit 'in-
crease was 264%, and 'General
Electric’s an impressive 388%.

Increased profitability is. usually
reflected in stock appreciation,
and in higher dividends. Here
again, diversified companies have
done better than the "national
averages.

-Successful diversification-.can

have two subsidiary effects that -

are highly important to this ap-
praisal. If it results in offsetting

Continued on page 54-
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From Washington |
Ahead of the News

By CARLISLE BARGERON

The only way I can explain it is that'I have become com-
rletely perverse. There’s no other way to explain the fact that

.while I sat watching the McClennan’s Senate: Committee investi-
gation of Dave Beck I kept pulling for Beck. I have never known
tne man, never met him and unquestionably
he and hls fellow Teamster officials have been
eating* high' off the’ hog'of ‘Teamster funds: " -

; Westbrook Pegler has been exposing them'
for 10 years.-.Even the stuff-about Subordi---
.. nate*Teamster Boss:Brewster and. his -raee--,. 7

horses-and the fact that he paid. for, at-least
some of their ‘upkeep, out of Teamsters funds. -
About a year ago two Portland, Oregon; re- -
porters won the Pulitzei Prize for an exposure
of . the ‘evil doirigs of Teamster officials. in’
Portland. Pegler never got a Pulitzer Prize for
his work.” What he -got was a loss of clients for
his column.” They complained’ that he - was
boring, writing. -every day -about - the labor.
racketeers.

At the height of the New Deal, in 1936,
Washington correspondents were flockmg out
io Seattle to interview Beck in his ornate offices and they wrote
eulogies. about what a big business man he was. It was during the
1944 campaign when Roosevelt was'a successful candidate for a
fourth term that he was the honor guest of the Teamsters at one
of the swankiest partics Washington has ever known. That was the
* occasion -when. some of the Teamsters leaving the swanky party

and feeling no pain got into an argument with four young naval -
cfficers-as' to the extent of-their Roosevelt ‘patriotism-and beat
thcm up. |

~ Now at this late date, for some reason, headline hunting Sena-
tors in the guise of making a study of the labor -situation with a
view to passing legislation, whichis the only warrant for a Con-
gressional investigation, decide to go after Beck and the Teamsters.’

~T-don’t mind them®gone after-in the slightest. Unquestionably

- their power as well-as the power of other labor. leaders s>ould be
curbed.. But one -of the first things Congress should consider ‘is
just hew these labor leaders got this power in the first instance.
They got it from the New Deal which sanctified the picket line
and, through legislation and Presidential support, brought about a
condition whereby it is almost impossible for millions and millions
of Americans to get a job unless they belong to a union. The New
Deal certainly gave the Teamsters their power, a power by which
a truck cannot entcr New York City, for example, without a union
driver on the truck. i

Secondly, the McClellan Committee knows plenty enough
2bout the Teamsters’ organization .to base legislation. Their in-
vestigators have made a thorough study. They kncw more about
the 1 isdeeds of Teamster officials than the officials do themselves.

But, Senators beinog what they are, they can’t stop here. They
must haul in Beck and others amid a fanfare of publicity and put
cn a big show of mauling them: in public.” For the sanctimonious
McClellan to contend that he is just making a study is ridiculous.-
He has all the information he will ‘ever get. No, the purpose is a
¢how; the committee hearings are widely advertised in advance,
they are televised in the instance of Beck’s appearance and you
can bet your bonts that Senators who rever show up for a more
important committee meeting, show up for this one, and each one
wants to get in his bit. They lecture the witness, browbeat him,
say anything to get in on the publicity.

You might say that Beck deserves such as this. The fact is
ihat these Congressional committees have a way of treating respec-
iable business men the same way.

There was the spectacle of Senators asking Beck why he didn’t
resign from the Executive Council of the A. F. of L.-CIO because
the Council had resolved that any labor union official taking the
Fifth Amendment should resign not only from the Council but
from I is leadership. The obvious answer is why the Council won’t
kick him. out, The reason. for this is that Beck has the largest
union and the A. F. of L.-CIO wouldn’t like to lose its contribution.

 Beck is eminently right when he says the orderly way to
bring him to brook for any wrongdoing is through the judicial
processes. Any man in as complicated a mess as Beck is would be
2-fool %o try to explain it to a groupn of headline hunting Senators
and not take refuge under the Fifth Amendment. It may not be
good public relations the way Beck is doing. But he wouldn’t have
a chance in the world trying to combat the Senators on their home
grounds.

As I have said before, I have no brief for Beck but the
spectacle of a mcb after a man has always annoyed me.

arlisle ar‘eron

Joins H. L. Jamieson

(Sn~eia) to THE FINANCIAL CHRONICLE)
OAKLAND, Calif—Howard N.
Young is now affiliated with H. L,
Jamieson Co., Inc., 1419 Broadway.

Franconi Opens Office

DALLAS, Tex.—John L. Fran-
coni has opened offices at 308
South Harwood Street to engage
in a securities business.

. J. S. Griffith Opens
< ‘(Speeind te THE FIvANCIAL CHRONACLE)
‘BUENA PARK, Calif.—John S.
Griffith is'engaging in a securities

business ‘from offices at 8191 Dale.
- SidneyS. Woods. |

Street.

Fred Jamess Opens

RUSH SPRINGS, Okla. — Fred
James is engaging in a securities
business. from offices: at 413

Arapaho Street.

Harold Osherow Opens

PATERSON, N. J.—Harold H.
Osherow-is conducting a securities
business from offices at 216 Lyon
Street.

Form Phillips Inv. Co.

YUMA, Ariz. — Philkips.Invest- -
ment ‘Co. has been formed with -
offices .at 47th Fifth Street. Part-
ners are -Chavles D. Phillips and-.
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Prospechve Deve!opmen!s in
The Mortgage l;larket

By JOHN F. AUSTIN, JR.*
: President. Mertgage Bankers Association of America -
President, T. J. Bettes. Company, Heuston ' .

‘ Possibility of a total of one million or fewer home units this:

: year is. postulated by mortgage banking head; in foreseeing’

meore of an ‘easing- in the presemt mortgage manket “While
- conventional lending possesses brightening prospects for some
increased ‘volume, Mr. Austin ‘draws a downward loan trend

.| i.picture for insured and guaranteed: mrtgages, The MBA Presi-:

. dent anhmpates -greater- stren,-& by savings and loan associa- . -
-"tions, life’ insurance companies. and mutual savings ‘banks, .
.and notes encouraging: prospects for tapping .Pension Funds.. .

. Reviews pnnclpal legislative developments_affecting construc-:

5 ... - Aion: and lending industries..

- .The- year :.1957

the:balance of the year to hold
for- the Mortgage Mar ket? One
thing seems
certain — we
will not see
the fast .
changing type *
of picture that
we: did last
year. There
should be
changes, to be
sure, but L
thinkthey.
will be more
slowly formed -
and we should
‘be able to an-
_ticipate them
somewhat
" better. The tremendous influence
. of politics, or rather, legislation,
. will be keenly felt by our:indus-
- try, Mortgages and home building
have already had a good bit of

John F, Austin, Jr.

time in the national legislative

spotlight and they will likely con-
~tinue in that spotlight not only
. this year but -also.next.- This .is
. a year in- which there is a flood
-.of bills; and in which almost any-
- thing could happen.

Legislative Developments

Extensive hearings - have rbeenf

. Easier :Mortgage Market Ahead -

-.conducted on the question of in-
- terest rates on veterans guaran-

teed home loans, the future of the
. VA program, additional authori-

zation for the Federal National
* Mortgage Association, and pro-
posed modifications of the -FHA

.-structure, intended to provide

- some form of substitute -for the
terminating loan guaranty pro-
© gram.

"Throughout all this the interest
' rate question stalks like a troubled
" ghost.” To the Congressional mind
- it is a frightening specter which
’ no-one- cares to face. Instead of
- boldly getting rid of it by the
. simple magic of a rate increase,
- the tendency is to try to. find an
- .escape from it by every device
~ imaginable. . . .

In addition to the matters I
have already mentioned, there
~ are many other-subjects of leg-
. islation by which the building and

mortgage interests might, in some-
way, be affected. Among them-

" are aid to .depressed industrial
areas, aid for small business,
changes in the Internal Revenue
Act affecting real -estate invest-
ment, a proposal to create a
system of Federally chartered
‘utual savings banks, and an ex~
‘ tensive review of banking laws
which, in a number of ways, bear
‘‘on mortgage and construction
lending. All in all about 200 bills
- which touch our fields of activity
have .been introduced.

- g
Increased Construction: Financing

As for the market place itself;
_I expect to see a gradually. in-
- creasing -availability of construc-
" tion financing. Failure to attain
. one million houses this vear will
‘be attributable to artificial ob-

“An address by Mr. Austin hefore the
Southern -Mortgage Conf rence, New Or-
leans, ‘La., March 21, 1957

lS now - well-
underway;  what can we expect

stacles created by unrealistic ‘in-
terest“ rate policies with respect .
to insured and guaranteed loans
and - possibly . other disruptive
government actions.

Last year, over-all, we had the-
“greatest outpouring of new credit-
“in" history. This was made. possi-"
ble by a notable increase in both-

thé rate and ‘absolute:.volume of
savings over’ the  previous ‘year

‘and a restrained increase. in the
) it.  Funds:
for investment were hard to get,-

volume of ‘bank  credit.

not because the supply was con-

‘tracting, but, rather, because the

demand  reached unprecedentedly
high levels.

Basically, the situation will be

much the same in 1957, but there
should be a noticeable change in
emphasis, particularly after this

quarter of the year 'has been’
passed. The change is this: The-

supply of funds will grow some-
what faster than in 1956 and the
demand will . grow: somewhat
more slowly and this is primarily
because tight money:has already'’
had its desired effect, not only.
in the housing sphere, but also-in
plant expansion.  and, possibly,
even in consumer buymg

‘Now, how ’ will the’ Mortgage "

- business fare in the climate’ we

anticipate for 1957"

. As a result of the.drop in resi-’
dential - building, as.well as-"the"
now probable easing of industrial
and business demands for capital,.
institutional investors are -likely
to- find themselves ‘with  more
funds than they anticipated at last
year’s end.” In ‘such a case, the
Federal Reserve would no longer
feel obllgated to keep its present
nght rein on bank credit.

This prospect indicates that we -

w1ll see a somewhat easier situa-"

‘tion ahead—a situation of which

the mortgage market should be
able to take swifter advantage than
the bond market because of the
builder’s ability and need to in-
crease. production quite rapidly.
I do not foresee a period-of easy
money by any means—more an
easing of our present situation.
It is altogether probable that we
stand on the threshold of a new

economic era — and has been -

voiced by many others, but for
diverse reasons; it may well be
an era in which we have -a
chronic shortage of money —an
atmosphere “that® we have not

known for some time but an at-

mosphere in ‘which we can live,
prosper and progress. The same
laws, will -continue to apply—even

more. so- than has been the case |

recently—the forces of supply and
demand - will function
have historically.

Since October, I have done- a
good bit of traveling around this
country of ours for and on behalf
of our Association; I have had

a chance to talk with representa- -

tives of a wide segment of our
financial community and I think
I have galned some very valu-
able experience.

And from  this experience let’s
iry to read the crystal ball. < ~

*story:.

as. they

. The Commercial ¢nd Financial Chronicle
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Conventional lending should be
-able 'to 'continue. to’ go -aleng ‘as
*it has during the past months,

wmh. bl‘lghtemng prospects. . for.
“gome increased volume. But when'

we look -at . the insured and guar-

anteed sector, it. is' a dlffexent

&,

Downward. FHA-VA. Loan’ Trend
The" best .indications .of the: fu-

ture, as far as FHA and VA loans

‘are . concerned, . are . applications
- for -insurance and requests: for
. appraisals — and these continue
. their downward trend.

- Although total .applications for

"FHA inzurance during January of
- “this year rose 25% over Decem-
- ber;
4 [softens _the impact -considerably

1956, ‘seasonal: adjustment

and-in. comparison ‘with January'
of last wvear applications' are -off
18%.- As compared with Januarys
of - previous years, current vol-
ume lagged behmd*every postwar
year,

- Under - the “Veterans Adminis-

tration loan guaranty. program
appraisal ' requests ' in January
were down 5% from December,
1956;. but compared with January
a year ago, requests for appraisals
‘were ‘down 40% ‘ovér-all. I can
.see no. clear prospect for any-

‘thing ‘but a continued ‘decline. The . ;

only hope for averting practically
a'complete drying up of this mar-
ket lies in the possibility of a
rate increase which has already
been bounced around by Congres-
sional ‘committees.

The Chairman of the House
Veterans’ Affairs Committee has

expréssed- the view that the con--

cern of his committee is with the
veteran and not with the predica-
ment of the homebuilders or the
state of the housing market. He
has . also  indicated "that ample
opportunity has been provided to
the veterans living in metropoli-

tan areas to exercise their rights .

to the benefits of the loan guar-
anty program, and that, as he sees
it, the remaining need is" limited
to that of the veterans living in
remote towns and rural places.
The - direct lending bill that. he
has- sponsored is strictly limited
in this respect.

At the same ’ume, consideration
. has to be given to.the fact that
for some 6.5 million -men who
served during the Korean conflict
penod the benefits of the Serv-
icemen’s Readjustment -Act do not

expire until Jan. 31, 1965. Hence,.

the additional questlon of .what

is to "be done about this large:

group. Are their. privileges to be

“pressure

i ; ,
allowed in effecf to lapse because
a sub-market interest rate shuts
them " out of the market? Or
should the. interest rate.be raised?
Or should government funds, di-
rectly or indirectly, be used to
keep the program . geing? Or
should FHA be modified to pro-
vide ‘an alternative borrowing

“medium, leaving the. residual VA
program to die on the vine? — ; °

These are some of the questions

*which will have to be resolved

during the present sessmn of the
Congress.

‘Specific Mortgage Supply Seurces
‘Looking more specifically at

the mortgage money situation we
-find some - definite :reasons ' for. -
encouragement. “when . you . take
.each of the three main: types of

mortgage lending institutions un-
der observation. The savings and
loan associations, last year, -con-

.eentrated ‘on improving their

liquidity. position - and - therefore
their asset growth was not re-
flected in- mortgage acquisitions.
They should continue to grow-this
year and, with their higher degree
of 11qu1d1ty, they will certainly do
a larger volume of lending. All

but a small- fraction of this will, .

of course, be conventlonal lend-
ing.

Life insurance companies, hav-
ing worked ' off, last year, the
large commitments made in 1954
and 1955, and with the extraordi-

nary good sales of life insurance

in 1956, should be a bigger factor
in the mortgage market; this, in
spite of continued heavy demands
from other investmént areas. That
seems certain to be
somewhat less than it was last
year. A great deal, of course, will
depend on what happens to the
VA rate and how well the FHA

‘and VA rates stand up in a still-

highly competitive market.
Mutual savings banks have
been in a situatien not greatly
dissimilar from that of the life
insurance companies. As the year
progresses -1 think the savings
banks will be back more strongly
in the market than they have been

for several months, for the same:
‘reasons that I think the insurance

companies will be back.
The prospects for"tapping the

-Pension Funds are, at least, en-

couraging. There have been and

continue to be, attempts by vari-.

ous groups to interest those who
guide these funds in the acquisi-
tion of .mortgage investments—

attempts to show Fhat mortgages

'(1455) '1'.5

can, and in fact are already in
isolated cases, .quite suitable to
their ‘investment needs. These
attempts havé not been com-
pletely without success; however,
in recent months  the pension,
trusts have. been all but over-
whelmed with investment oppor-
tunities from every quarter. This
has enabled them to sit back and
pick and choose the most attrac-
tive opportunities from an almost

“unbelievable - array of submis-

sions. We have, in this case, as

.in others so vivid, been victims

of the high state of prosperity

-enjoyed by the coeuntry as a whole.

1957 Prospects ~* .

_ Let’s take a final look at the
market prospects from the how:

ing unit standpoint: 1957 shoui‘i
see an increase in the number cf
conventionally financed units o
perhaps as many as 650,000. Tf,
as I believe they will, money ton-
ditions begin ‘to ease somewhat
this spring, the downward trend
in FHA volume should be halted
and we might assume something
like 180,000 units from that source.
A sharp drop.in VA activity seerms
inevitable despite whatever may
be done by a rate increase, ‘if that
should somehow come about, buk
at worst, the VA program- y; likely
to account ‘for 150,000 starts.
These .assumptions indicate -the

-possibility: of a total of 1,000,000

or fewer units this year.

Nineteen fifty-seven = will be
another year of adjustment. for
mortgage bankers.  It' will -be a
year in which those who are in-
terested in the maintenance and
advancement of a free markét
economy must be constantly alett
and must be ever-ready to par-
ticipate in the formation of policy.
We must not relax our attentienj
we must not pass up our. oppoz-
tunities. We can be assured of
the soundness of what we stand
for, and trust in the ultimate ré-

,wards of our patience, persistence

and . willingness to work towards
‘thesé goals for which we stand.

Heller, Grunwald Formed
‘Heller, . Grunwald & Co. "has

.been - formed with ' offices at 120

Broadway, New York City, to en~
gage in a securities business. Sig-
mund ‘G. Heller, a prlncxpal of the
firm, will be located in the New
York office. -

A branch will be maintained at
225 East Redwood Street, Balti-
more, under the management of
Norbert S." Grunwald.

Goodbody & Co.

J. C. Bradford & Co.
Dempsey-Tegeler & Co.
Bateman, Eichler & Co.

March 22, 1957

Van Alstyne, Noel & Co.
Paine; Webber, Jackson & Curtis

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

190,000 Shares

American Electronics, Inc.

Common Stock

Price $11 per share

Cn[ntc of the Prospectus may be obtained from the undersigned only
in those States in which the unrlemg:zed may legally offer these securi-
| ties in compliance wilth the securities laws of the respective States.,

E. F. Hatton & Com})any
Johnston, Lemon & Co.

Emanuel Deetjen & Co.

“ Morgan & Co.

Crowell, Weedon & Co.
Shearson, Hammill & Co.

Prescott, Shepard & Co., Inc.
Wagenseller & Durst, Inc.

Walston & Co., Inc.
Lester, Ryons & Co.

«
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THE MARKET

... AND YOU

By WALLACE STREETE

With no
prompt any decisive action,
the stock market lolled
around again this week mak-
ing the current stalemate one
of rather unusual duration.
Except for a February sinking
spell that didn’t go too far,
the market has marked time
essentially for the better part
of half a year now.

A Stalled Market

The stubborn refusal of the
list to go either way was so
pronounced that some of the
market students were already
on record predicting a  con-
tinuation of the stalemate
throughout the rest of this
year. The last period of such
indecisive action over a long
pull was following the 1946
market break and into 1949
when the long upturn started
in earnest.

* * *

It is -a simple: matter to
show an even longer market
stall. For more than a score
of months now one 500-stock
average has held in a range
of 49.74 high and 40.80 low.
Being approximately in the

_middle of the range currently
makes it a pretty safe bet that
it will be some time before
there is a breakout, barring
any sudden drastic shock
from some news sourcé.

oo .

The fact that auto sales
don’t seem to have spurted in
the traditional spring pattern
added some specific weight
on the market, although it
failed to spark any concen-
trated selling in the issues in-
volved.

¥ ox »

Steel operations were still
subsiding slowly which, also,
was hardly an incentive to
spur aggressive purchasing.
The downdrift, however, was
so gradual that it failed to
start any scare selling,

Copper Pros and Cons

Copper issues that had had
their share of gyrations re-
cently as the price of the red
metal dropped from an his-
torically high level were able
to stand their ground well for
the most. Some of the fat
earnings resulting from the
high-price era helped to bol-
ster sentiment. Predictions
that the worst of the copper
decline was over also were a
boon to timid copper fol-
lowers.

* * *

The pros and cons over the
different copper situations
were the familiar ones, but
Anaconda was rather more
favored-than most, largely be-
cause it has emerged as the
.world’s largest uranium- pro-

-~ ducer. It accounted last year

incentive to

production. Moreover, it - is
not unimportant in the alu-
minum scene and ranks as the
fourth largest producer of
primary metal. The fact that
the issue was available at
around a 30% trim from its
peak made it something of a
bargain item, too. This, in-
cidentally, discounted the fact
that last year the company
was able to boost profits sig-
nificantly and scoot into the
No. 18 slot in the list of the
nation’s top money makers.
Kennecott which has been a
top money maker steadily is
in No. 16 spot, with Anaconda
now in position to challenge
Kennecott’s leadership.

Drugs Stand Out

The drug shares, and par-
ticularly those that produce
the Salk vaccine, were among
the better-acting sections of
the undistinguished over-all
market, tales of a shortage in
the vaccine naturally firing a
bit of speculative zeal. Allied
Laboratories, second largest
producer of the polio vaccine,
had its vocal champions
largely because the company
turned in a doubled net per
share last . year. Moreover,
Allied has been s:lling at
around nine times earnings
where comparable companies
have been rated at around 15
or 16 times earnings. There
is .some  thought being given
to listing the issue on' the
New York Stock Exchange.

* * *

Other drug shares, too, had
good news to report to. keep
up -the market enthusiasm.
American Home Products
lifted profits last year by
more than 50% on sales in-
crease of only about half that
much. Eli Lilly, the major
Salk vaccine producer, esti-
mated that sales of this item
in the first half year should
exceed that for all of last
year.

Among the oils, where an
occasional favorite was able
to stand out, Atlantic Refin-
ing has been buoyant and by
most market yardsticks offers
among the better values
around. It is selling at only
approximately nine times
earnings—a low ratio in this
group—and about equal to its
book value. The stock hasn’t
been overly prominent since
it digested Houston Oil prop-
erties. If, as some quarters
expect, a dividend hike is in
prospect, the issue would
come close to offering a 5%
yield.

) * * * .

U. S. Pipe has had a placid

market life for the most since

its. 4-for-1 split- in 1955 and

lately has subsided to. where
it also is in the 5%  yiéld

better earnings-this year
what ‘with' price ‘increases,
new more efficient facilities
and good demand for its cast
iron pipe and fittings, a field
in which it accounts for about
half of domestic production.
* * %

General Railway Signal has
also had a mundane. market
experience since it was split
last year. The split shares
have lolled in a range of half
a dozen points since they ap-
peared, although General is
expected to be a prime bene-
ficiary of railroad automation
which, in turn, is the bright,
new promise for the harassed
rails. 'The stock at recent
levels has been available at
less than 10-times-earnings.

Interesting Sleeper

American Machine and
Metals has been in the dol-
drums for an even longer
period. It held in a 10-point
range last year which was a
tighter band than it had
carved out in the two previ-
ous years. So far this year the
range has narrowed even
more, despite record sales and
earnings, a yield of around
5%% and at a price only
some seven-times this year’s
estimated earnings. The com-
pany seems assured of boost-
ing profits this year since it
is operating at higher levels
than it was a year ago.-

* * *

The fact that American Ma-
chine’s current dividend was
earned twice over last year
makes it a candidate for some
liberality, the consensus fa-
voring a stock payment. The
company is an-important fac-
tor in the gauge and instru-
ment business, in various- in-
dustrial machinery,  motors
for appliances and its ‘man-
ganese mining operations. In
recent years the company has
diversified to end the highly
cyclical nature of its old
operations.

*® *

Baldwin-Lima-Hamilton in
recent months has subsided
rather drastically after its
runup with other makers of
road building machinery in
last year’s enthusiasm. But
this hasn’t altered the bright
outlook of the company over
the huge highway program
which will provide¥a 10-year
demand. The company’s prof-
its were in something of a de-
cline until last year when
there was some indication
that the trend was finally re-
versed. The stock lately has
been available at half last
year’s peak.

[The views expressed in this
article do mot mecessarily at any
time coincide with those of the

“Chronicle.” Theu are presented
as those of the author only.]

. With Geddes, Andrews
(Special to THE FINANCIAL canomc_u,)
“GRAND JUNCTION, Colo. —
Irving W.- Andrews,. Jr.: has be-
come::connected-with .Geddes,
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First Boston Corp. Elects New Directors

~ The First Boston Corporation, 100 Broadway, New York City,
has announced that Robert L. Harter, Andrew N. Overby and Ed-
ward Townsend, Vice-Presidents, have been elected to the Board

of Directors._

i

" Robert ‘L. Harter

Andrew N. Overby

]

Edward ‘l'own_aend

Mr. Harter, who was elected a Vice-President of the corpora-

ticn in 1944, first joined First Boston in 1921.

A graduate of the

University of California,. he was previously associated with
Crocker First Nationa! Bank and Sytro & Co., both of San Fran-
' cisco. He is conrected with the firm’s Sales Department. ]
Mr. Overby, who resigned as Ascistant Sccretary of the Treas-
ury and United States Director of the International Bank for
Reconstruction and Development to join the corporation in March,
1957, is concerned with all aspects of the investment company’s
business with particular emphasis on international and monetary
affairs. Prior to his service as Assistant Secretary, he was United
States Executive Director, and later, Deputy Mznaging Director of
the International Monetary Fund.

Mr. Townsend, who was elected a Vice-President in January,
1955, is associated with First Boston’s Underwriting Department.
He joined First Boston in 1946 after serving four years as a major
in the Ordnance Department of the U. S. Army. A graduate
of Yale University, Mr. Townsend had previously been associated
with Central Hanover Bank and Trust Company, ncw The Han-

over Bank.,

SEG Defers Propssed
Revision of “No-Sale”
Regulation No. 133 -

The need to study further the

“no sale” doctrine underlying

‘Rule 133, according to Commis-

‘sioner Sargent, necessitates hold-
ing up scheduled revision.

SEC postponement of the.Re-
vision to Rule 133, as announced
in. Realease No. 3698, was dis-
cussed ' by . Securities and Ex-
cnange Com-
missioner
James C. Sar-
gent in an ad-
dress before
the Houston
Regional
Group, Amer-
ican Society of
Corporate Sec-
retaries in
Houston, on
March15,1957.

In discussing
this subject,
Mr. Sargent
stated’ ‘as fol-
lows:

“Some of these abuses have
stemmed from the fraudulent use
of our Rule 133. As you know,
the rule is an interpretive expres-
sion by the Commission that for
the purposes of registration of
new securities, ‘no sale’ is in-
volved in the issuance of securi-
ties pursuant to certain types of
statutory mergers, reorganizations,
consolidations, and reclassifica-
tions of securities. Inasmuch as
the securities issued—pursuant to
the rule—are deemed not to be a
‘sale,” as that word is defined by
Section 2(3) of the Securities Act,
the registration requirements of
the act are not applicable. The
rule has been abused and the se-
curities sold by the ‘boiler rooms’
were ‘freed up,’ in reliance on the
rule, and resold to American in-
vestors without benefit of the fair
disclosure registration require-
ments of the Securities Acts.

“On  Dec. 7, 1956, we issued a

' James C. Sargent

-, proposed " revision' of ‘the. rule,

which, in _effect,- would have re-

versed _our._ present- position .and

would have required .registration
of: securities issued in:such merg-

and reclassifications. Public hear-
ings were held on Jan. 17, 1957.
We have reviewed the record of
these hearings and the written
material - submitted by all seg-
ments of the industry and the Bar
with regard to this proposal.

Letter to Mr. Lane
“The Commission, this week,
announced that it does not pres-
ently contemplate adopting . the
revision of Rule 133 as announced
in Release No. 3698 until further
study of the problem. This an~

‘nouncement is made so as to-re-
“move- any -uncertainty that may

exist as to contemplated action by

- companies in the area covered by

the rule. In a letter to Mr. Ches-

- ter T. Lane, Chairman, Committee
. on Administrative Law of The As-
- sociation of the Bar of the City of
. New York, the Commission has

expressed the view that it is in
the public interest to reappraise
the so-called ‘no sale’ doctrine
underlying Rule 133 ‘in light of
our administrative and enforce-
ment experience, and to seek a
solution more consistent with the
fundamental disclosure and anti-
fraud principles of the statutes
which we administer.” In this let-
ter we have taken the position
that a change in the rule may be
worked out which would effec-
tively deal with the problem. Con-
sideration as to a statutory amend-
ment to deal with the problem is
another approach the Commission
is presently exploring. The Com-
mission will welcome any rule or
statutory amendments which
might be submitted by interested

persons.”

Krensky Adds to Staff

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Herman Kap-
lan has been added to the staff
of Arthur M. Krensky & Co., Inc,,
141 West Jackson Boulevard,
members of the New York and
Midwest Stock Exchanges.

Joins A. C. Allyn

(Special to Ter FINANCIAL CHRONICLE)
KANSAS CITY, Mo.—Oris E.
Kelsay  has . become -connected
with' A. C. Allyn  and : Company

.Incorporated,101:‘West 11th Street.

Mr. -Kelsay. ‘was. formerly _with

" for about a third of domestic -B.-C: Christopher. & Ca. -

bracket. It is a.ca_ndidate, f()_lfﬁ.Andrgws"&- Co;'26321% F Road.- _ crs,.consolidations, reorganizations
itized for FRASER
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ouT NOW-—The General Electric Annual Report discusses

~ A YEAR OF RECORD PROGRES

Share owner participation: Open house at a new General Electric plant

General Electric’s record of more than
$4 billion in sales during 1956 meant
progress for many people.

Progress for customers came in new
and improved products to help Amer-
icans live and work better — electri-
cally. A record 362,122 owners bene-
fitted from increased sales, earnings,
and dividends. Employees gained rec-
ord compensation and benefits, and
broader opportunities for self-devel-
opment, Many thousands of other busi-
nesses found mutually rewarding
relationships with General Electric:
suppliers alone were paid almost half
of every sales dollar. And there was
progress for every citizen in General

Progress s Our Most [mportant Product

Electric’s contributions to defense, aid
to education and pioneering new fields
such as the gas turbine.

There were major advances in re-
search and development, including
progress in “heatproof” e]Fctronics,
“super-strong” metals, atomic-electric
power, and jet engines (now in the
world’s fastest planes, soon to power
commercial airliners). Progress was
made in developing leaders with over
3,500 General Electric people studying
professional management.

You'll find more complete details of
these, and many other areas of prog-
ress, in the 1956 Annual Report, now
available.

-

HIGHLIGHTS OF THE .
 ANNUAL REPORT-. .

e The opporluniliés ,ahéad (Prési-_»w

dent’s Report) . o vv v si £0iP 1

e New and improved products that
helped General Electric appliance
sales reach an all-time high. . Pp. 2-3

¢ News in automation — industrial
1) (RPN i N 33

® Progress on earth satellite, mis-
siles, atomic electric power. . Pp. 8.9

® Developing leaders for the future
in a growing nation ..., .Pp.10-11

® Progress for suppliers, dealers,
other businesses .+ ... 444 . Pp.14-15

o New business in gas turbines P. 16

o More defense for the taxpayers’
dollar . vvvevneesosnvoons P1T-

® 1936 financial review, . . Pp. 18-29

1f you would
likeafreecopy

of the Annual Re-
port, write Dept.
2.119E, Schenec-
tady, N. Y. If you
own General Elec-
tric shares held in
the name of a brok:
er, or in the nominece name of a bank
or trust company, write to Dept.
2.119R, and we will mail you regu-
larly our share owner publications.

R
R riaersy;

GENERAL @3 ELECTRIC .
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LETTER TO THE EDITOR:

Pending Merger Bill’s Harmfulness
Is Exposed by Noted Expert

Leading consultant in corporate reorganizations and expansion
writes of the dangers in the pending merger bill (Hl? 2143)
now being examined by Congressman Celler and his anti-

trust committee.

Former SEC Administrator Burck believes

this Bill will have a serious effect on the economy’s grorvth;
harm small- and medium-sized businesses; - and questions

whether it is fair to penalize

95% in order to catch 5%:

Reader Burck proposes alternative measures to realize the
Bill’s basic objective of blocking transactions which run
counter to our anti-trust laws. @

Editor, Commercial and Financial
Chronicle:

I thought my views on the
pending Merger-Acquisition Bill
(HR 2143), which were placed in
the Committee’s Hearing Record,
would be of
more than
passing inter-
est to your
readers.

This Bill
proposes a
waiting period
of 60 days on
contemplated
mergerswhere
the purchase
price of the
company to be
acquired ex-
ceeds $2 mil-
lion and the
combined net
worths exceed $10 million. The
Anti-Trust Subcommittee of the
Judiciary Committee, House of
Representatives, under the Chair-
manship of Congressman Emanuel
Celler, is examining this subject.

Arhur A. Burck

L Summary of Views.

(a) This legislation, in my opin-
ion, will unintentionally but in-
evitably bring hardships to the
vast middle group of businesses
on which the future of America
depends, and could thereby dis-
tort the natural growth .of our
economy:

(1) It will needlessly and harm-

fully impede the sound
growth of thousands of me-
dium-sized companies in the
range of $6 to $25 million
net worth,
It could harm another im-
portant segment of our
business community: own-
ers of companies in the $2
to $7 million range who for
valid reasons may seek to
sell their businesses during
the coming years.

(b) On the other hand, it will
impose no real ohstacles — and
may indeed create advantages—
for certain acquirers whose activi-
ties may not be in the national
interest:

(1) The corporate giants which
can acquire what they want
through economic strength

will find that its restrictions”

are mere flyspecks in their
plans, and indeed they may
be indirectly aided by such
legislation.
The “professional” acquirers
will find opened up vast
new areas ripe for profit-
able exploitation.

The detailed reasons behind
these views are set forth below:

2)

¥I. These Views Stem From 19
Years of Varied Experience
in Mergers and Reorganiza-
tions.

In weighing these views, it
should be kept in mind that the
undersigned speaks from a back-
ground of 19 years of specializa-
tion in the field of acquisitions,
mergers and reorganizations. As
you will note from the record,
experience in hundreds of these
transactions has been gained in
many capacities: as a business and
financial consultant, Wall Street

lawyer; broker, tax adviser, finan-
cial analyst and eight years as an
attorney in the SEC’s Corporation
Reorganization Unit.

These views are submitted at
the suggestion of Robert Bicks,
Esq., an Assistant Attorney Gen-
eral in the Antitrust Division.
Last November, Mr. Bicks was a
guest lecturer at the Conference
on Mergers sponsored by the
American Management Associa-
tion, and the undersigned was
then afforded an opportunity to
debate informally with Mr. Bicks
the substance of the views set
forth herein, following which Mr.
Bicks urged the undersigned' to
testify to the same effect before
the appropriate Congressional
Committees.

III. The Basic Objective of the
Bill Is Commendable.

At the outset, it is stressed that
ro cne can soundly quarrel with
the basic objective of the bill: to
afford the government a reason-
able opportunity to block trans-
actions which run counter to the
anti-trust laws. I differ only with
the method, since I believe that
this objective can be achieved by
alternate measures which will not
impose severe hardships on cer-
tain segments of the business com-
munity. My views also stem from
my personal observation that at
least 95% of today’s acquisitions
pose no problem of anti-trust vio-
lation.” This in turn™ raises the
basic question of whether it is fair
to penalize the 95% of the busi-
ness community which is law-
abiding in order to make it sim-
pler to catch the 5% of the
acquirers which, unintentionally
or otherwise, ignore the anti-trust
laws. At tke very least, the
Committee will want to weigh the
harm done to the vast majoritv
alongside of the need to curtail
the small minority.

IV. Subtle Reasons Why Bill Will
Impose Widespread Hardship.

It is respectfully submitted that,
as a - practical matter, this pro-
posal will work serious hardships
on (1) medium-sized acquiring
companies having net worths
above $6 million, and (2) sellers
of businesses worth. more than $2
million.

These - consequences ensue. not
from cause and effect which are
visible on the surface but rather
from subtle factors which are
largely subjective. Perhaps these
subjective factors are patent ‘only
to those of us who live in the
midst of the marketplace for mer-
gers and who therefore appreciate
the delicate inter-workings of this
market which often generates a
particular merger. These subjec-
tive factors can best be illustrated
by a series of hypothetical situa-
tions:

(a) Supposing the reader were
the owner of X Company, a busi-
ness having a sales price of $3
million, and for valid reasons you
wanted to find a buyer. Further
suppose that you had the choice
of dealing (1) with Y Company
which has a net worth of $8 mil-
lion so that the transaction would
entail a 60 day wait, or (2) an

acquirer (individual or corporate)

where the wait would not be in-
volved. Whether you liked it or
not, you probably would choose
the second alternative. Why?
Nothing is more disruptive to the
seller’s business than an unwar-
ranted waiting period. Regardless
of what secrecy may be attempted,
word almost inevitably leaks out,
and unfortunate consequences
may then ensue to the seller’s
business. Competitors can use the

- sales rumors - with telling effect;

key employees, uncertain of status,
may defect; finances may be ad-
versely affected during such an

‘interregnum. ’

(b) A substantial part. of the
mergers and sales of businesses in
the small to medium range, origi-
nate through the activity of in-
vestment bankers, brokers, finders
and other intermediaries. To those
of us who understand the thinking
and ways of these intermediaries,
there is no doubt that intermedi-
aries with company to sell will
avoid like the plague any acquirer
who has to wait 60 days. Put
yourself in the place of a broker
who has just been given authority
to sell X Company for a price
of $3 million. Self-interest re-
quires that such intermediaries
deal to the extent possible with
acquirers who act expeditiously.
They are paid only if their deal
closes, so that they waste their
time and money if they get their
deal tied up with a “slow”- ac-
quirer and in the meantime some-
one else brings about a deal with
a “fast” acquirer. That is why
certain companies and professional
acquirers are always concluding so
many acquisitions. Because it ‘is
known to intermediaries that they
act with expedition, they receive
most of the good deals. The
“amateur” acquirers who have not
learned to move expeditionsly re-
ceive stbmissions only from the
novice intermediaries, or when
the deal is of no interest to the
more expeditious acquirers. These
already are the realities of today.
Now if yqu superimpose a 60 day
additional delay on the buying
activities 'of many companies, is

there any’ doubt that intermedi- - ;

aries will channel their flow of
deals away from such companies?
It is the small- to medium-sized
acquiring company which will be
primarily hurt; the very 'large
companies rely less ¢n intermedi-
aries since they can afford to
maintain a staff to seek out suit-
able acquisition opportunities.
(c) Let us suppose, however,
that X Company does work out an

agreement to sell for $3 million

to Y Company, which has a net
worth of $8 million. X and .Y then
notify the government, and the
deal marks time for 60 days. In

the meantime, the deal leaks out

to certain of the professional ac-
quirers who .decide that X Com-
pany is worth $3.5 million- to
them. They offer X Company that
amount and a “prompt” closing
unaffected by the 60 day wait that
applies to others. It is probable
that Y will lose the deal.- It is
natural to expect that this sort of
surveillance will surround most

‘deals during the 60 day suspense

period. Companies in Y's position
will be left only the®deals that the
astute acquirers do not want. They

‘will spend their time and money

developing deals, and end up as a

‘“stalking horse” for the profes-

sionals and their coterie of finders.

Inevitable Effect Summarized

In summary, the inevitable ef-
fect of such legislation would be
as follows:

(a) Acquiring companies having
a net worth in excess of $6 million
will be preempted to a consider-
able extent from dealing in an
important area of the diversifica-
tion field: companies which cost
$2 to $7 million. Is it fair to put
these buying companies at a se-
rious competitive disadvantage in
this market?

(b) By the same token, this

major segment of the buying mar-
ket will be denied as a practical
matter to sellers in the' range
above $2 million. It is a matter
of hard economics that if you take
away this part of the buying mar-
ket, sellers in this range will
suffer. Inevitably they as a group
will realize a smaller price, or a
less satisfactory deal, if they are
compelled to deal in a restricted
buying market. Buyers who can
pick up the deals without the
waiting pericd will be the gainers.
As I see it, the bill would have

the effect of creating an area par-

ticularly ripe for the activity of
speculators (incividuals, syndi-
cates or smaller corporations) who

could buy to advantage because-

of the great
tage they will

ompetitive advan-
njoy. ‘On the as

our. national. econ-
omy bettered/by legislation which
will tend“to bring about sales to
the less logical acquirers father
than to the corporation where the
seller’s business appropriately be-
longs? .
(¢) The corporate giants have
the economic strength so that they
can acquire at will, whether or
not a 60 day wait is involved. In-
deed, this bill may help them; to
the extent that it dries up the
market among medium-sized buy-
ers, it should make more situations
available to the giants. As above
pointed out, the seller of a $3 mil-
lion company faces much embar-
rassment when word leaks out of
a prospective sale to a little-
known $8 million company. But
would this same embarrassment
exist if the buyer is General Mo-
tors? I think not. Also, as already
ncted, these large companies rely
less on originating intermediaries.
(d) The above results, in my
cpinion, will not be materially
mitigated by the bill’s provision
for establishment of “procedures
for the waiver by the appropriate
[authority] . . . of all or part of
the, notification and waiting re-
quirements in appropriate cases.
.7 I assume that the appropri-
ate authorities will, largely on an
ad hoc basis, dispense with the
requirements where the parties
can demonstrate that the wait
serves no purpose, or would be
harmful.

But such waiver comes too late
in the process to cteck the chain
of events which is set in motion
prior to the time the parties are
in a position to apply for a waiver.
~ When the owners of X Com-
pany, ar their intermediaries, first
cast about for a buyer, they will
have no way cf knowing whether
a. waiver will be granted. Rather
than gamble on the possibility of
a waiver, they will set their think-
ing in favor of buyers who can
move without delay. From that
moment on, a large category of
buyers will in practical effect be
preempted from dealing with X.
V. If Constructive Mergers Are

Artificially Deterred, Our Na-
tional Economy Will Suffer.
Of course, the proposed legisla-
tion will have one undoubted ef-
fect: to reduce sharply the num-
ber of mergers. Such a result may
please many who thoughtlessly
find it easy to damn all mergers.
It will not please the great ma-
jority of informed citizens who
appreciate that most mergers serve
a healthy and vital purpose—they
are the results of fundamental
economic forces which if artifici-
ally prohibited will run contrary
to the basic precepts of our capi-
talistic economy. While the activi-
ties of some professional acquir-
ers may not always be in the
public interest, and while certain
evils ‘occasionally creep into the
merger field (there are indeed
many areas where Congressional
action may be warranted), the
great majority of mergers stem
from sound business reasons:

(1) Estate tax considerations
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inevitably compel a disposal of
the successful family or closely-
held business when it reaches a
certain size. 1

(2) Credit conditions and lack
of capital may make mandatory
a merger. Unfortunately, small-
and medium-sized businesses are
always at a disadvantage in our
capital markets. Until legislation
corrects this situation — perhaps
thrcugh tax incentives—the small
entrepreneur often has no choice
except to seek out a merger.

(3) Technological obsolescence
forces many companies to find
stronger partners.

(4) Time often erodes the man-
agerial competence of enterprises
which once flourished. The hard
fact is that thousands of our busi-
nesses are in real need of the
injection of new talent.and ideas
which a change of ownership usu-
ally entails.

(5) Many companies tie up more
capital than is warranted by the
business needs or the return there-
on to their stockholders; in large
part this capital has accumulated
during the past 15 years of lush
earnings when, ‘whether justified
or not, the principal stockholders
have plowed back earnings rather
than pay dividends which would
be largely absorbed by personal
income taxes. The result is that
today you will find thousands of

.companies that have assets out of

proportion to the amounts earned
for stockholders. From the na-
tional standpoint, this entails a
great waste of capital which could
be more productively employed
elsewhere. The national welfare
is thus furthered when new own-
ers. take over and effect a better
use of such capital. 3

There are other good reasons
for mergers, but the important
point is that if they are artificially
prohibited not only will our econ-
omy. in general suffer but also
hardship may occur unnecessarily
to many important groups: work-
ers, stockholders, suppliers and
entire communities.

VI. The Basic Objective of the
Bill Can Be Achieved Through
Other Alternatives.

Perhaps the above consequences
might be justified if satisfactory
alternatives were unavailable, But
this is not the case: the following
are examples of satisfactory solu-
tions:

(a) By raising the figures at
which notice is required so as to
exclude medium and smaller com-
panies. For example, notice might
be required where the combina-
tion involves a $30 million net
worth, or a purchase price in
excess of $7 million. This approach
may be sound for these reasons:

(1) When larger companies are
involved, there is a much greater
probability that anti-trust viola-
tions may occur. By the same
token, the likelihood of violations
may be infinitesimal among
smaller combinations.

(2) 'If the corporate parties are
of substantial size, the dangers
inherent in “leaks” and rumors
during the waiting period are less
troublesome. It is the smaller
company which is likely to suffer
in the ways above indicated while
marking time for 60 days.

(3) As above noted, it is in this
range that the activities of inter-
mediaries have an important in-
fluence in the pairing up of
parties.

(b) By providing that companies
in this lesser size range may elect
to give the 60 day notice, but if
they elect not to do so, they must
supply the government the same
data when the transaction is pub-
licly announced: that if within 60
days after such data are supplied,
the government proceeds against
the acquisition, it will have the
same legal remedies as would be
available if the transaction were
not consummated; that the parties
would be precluded from setting
up any defense that the transac-
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tion had consummated. -In other
words, if corporate parties elect
not to give advance notice, they
would move ahead at their peril.
If the government later intervenes

- successfully, the parties would face
the problem of unscrambling the
transaction, whatever the cost and
difficulty. :

VIL Conclusion.

I believe that the points I have
raised should be'fully explored by
- all those affected by this legisla-

tion, and by Congressman Celler’s
Committee. -
" ARTHUR A. BURCK
McClellan & Burck
Consultants
37 Wall Street
New York City-

Form Bagwell Assoc. - -
KILGORE, Texas—John J: Bag-
well, Jr., is engaging in a secu-
rities business from offices -at 6390
East North Street under the firm
name of Bagwell & Associates.

. Joins E. F. Hutton

' (Special to THE FINANCIAL CHRONICLE)

FRESNO, Cal.—Fred. W. Willey
has become connected ‘with E. F.
Hutton & Company; 1035 Van Ness
Avenue. He was previously with
Dean Witter & Co.

‘M. S. Clopine Opens

JULESBURG, Celo.—Myron S.
Clopine 'is .conducting a securities
business - from offices on Star
Route.

Two With Samuel Franklin

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—John G.
Gasteiger and -Wade - E. Havens
have become associated with Sam-
uel B. Franklin & Co., 215 West
Seventh Street.

"F. C. Cornell Opens

JENKS, Okla.—Francis C. Cor-
nell is' engaging in a securities
business ‘from offices' on Route
No. 2. ' ! '
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- Joins F. I. Du Pont

(Special to THE FINANCIAL CHRONICLE)
SACRAMENTO, Calif.—Marvin
D. Riley has. become connected
with Francis 1. du Pont & Co.,
1200 J Street. He was formerly
with Reynolds & Co.

McCormick Co. Adds

(Special to Tk FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—J. Peter
VerCruisse has been added to the
staff of McCormick and Company,

' 3761 Wilshire Boulevard.. -

Sinclair Repdr:ts lts Best Year

fo

1956, by all principal standards, was the best year to date for Sinclair
0il Corporation and‘subsidiarics. New records were set in:

NET EARNINGS
Total $91,070,812, an increase of 12.8 per cent. This is exclusive of
a non-recurring profit of $4,835,355.

B CRUDE OIL PRODUCTION
Up for the seventh conseculive ye:

ir as total liquid hydrocarbon out=

pul averaged 166,528 barrels daily, a 6 per cent rise.

H REFINERY RUNS )
~ Seven domeslic refineries processed 437,319 barrels daily, a 5 per cent

increase.

H DOMESTIC SALES ‘
Sales of principal products—gasoline, kerosene, fuel oils—were up
2 per ¢ent in volume, 5 per cent in dollar value.

HE TRANSPORTATION VOLUME
Both pipe line and marine systems delivered record volumes and
prepared for even grealer quantilies in the future.

The Company’s crude oil production and reserves were fortified

Date

by an expanded program of exploration, production and acquisition.
Significant new ficlds were found in Texas, Oklahoma, Offshore Loui-
siana and Venezuela, while the Company’s position in the oil empire
of western Canada was greatly strengthened.

A major research project will soon be launched with the opening of
a new Radiation and Tracer Laboratory at the-Company’s research
center, Iarvey, 11l. Effects of powerful gamma ray radiation on petro-
leum products and processes will be investigated.

Details in Annual Report—Copy on Request

Sinclair | AGreat Name in il

SINCLAIR OIL CORPORATION . 600 FIFTH AVENUE, NEW YORK 20,N.Y. -

[ 4 " 23
Nl eviditrn oo YA "]
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Some Realism on Prospecis

0f Atomic Power Development

By HONORABLE CARL T. DURHAM*

U. S. Congressman From North Carolina
Chairman, Joint Committee on Atomic Energy

In going over some of the problems that must .be faced in
maintaining atomic power world leadership, Joint Congres-

sional Atomic Committee head calls for:

(1) three to four

year long range military planning instead of present goals
geared to current productive capacity; (2) scalpel to replace
meat axe in Aircraft Nuclear Propulsion program; (3) better
development and construction program for large scale power
reactors; and (4) financial incentive program and provisions

for stronger management and

engineering personnel. Repre-

sentative Durham suggests meeting the nuclear challenge and

opportunity by accelerating our program with considerably

more private and public funds, risk-taking and effort, and

recommends supporting equipment suppliers’ export efforts,

and outlines other recommendations since “time is of the
essence at this juncture.”

I think we have made a great
deal of progress since the first
Atomic Energy Act was passed
in 1946. I further  believe that
we have made
considerable
progress since
the Act was
amended in
1954.

Perhaps the
greatest single
reason for
this progress
over the years
has been that
"'~ we have had
a civilian
Atomic En-
ergy Commis-
sion respon-
sible for the
program, carrying out its activi-
ties through industrial and uni-
versity contractors with admin-
istration in the field. More
recently the 1954 amendments
have encouraged greater private
ownership and participation, per-
mitted greater declassification of
technical information, and pro-
vided the basis for the interna-
tional Atoms for Peace program.

In this paper I want to take
a somewhat different approach
and review some of the hard facts
and raise some of the hard ques-
tions which are necessary to an
understanding and solution to the
problems which face us. These
facts and questions have for the
most part emerged out of the
open statutory hearings which the
Joint Committee has recently con-
cluded and other executive hear-
ings which we have held.

In passing let me add that in
bringing up these matters, I am
following the tradition of the
previous Chairmen and past and
present associates on the Joint
Committee. As you know, our
Committee in addition to being
the only Joint Committee with
legislative functions, has a tra-
dition of being a kind of watch-
dog for the atomic program.
Moreover, we take real pride in
providing encouragement and are
sometimes the spur for the Execu-
tive branch to establish necéssary
policies and programs in - the
atomic energy field.

Need for World Leadership

Our overriding problem as I
see it, is how to maintain our
world leadership in atomic en-
ergy. In the field of atomic wea-
pons and military reactors this is
necessary for our immediate sur-
vival. In the field of civilian
atomic power, it is necessary for
our world prestige and long-time
survival.

First, I would like to touch
upon our military atomic energy
situation. Our scientists and en-
gincers at our great Los Alamos
-TAn address by Representative Durham
at the 5th Atcmic Energy Conference,

National Industrial Conference Board,
Philadelphia, March 14,-1957.

Carl T. Dyrham

and Livermore laboratories have
done a remarkable job in improv-
ing the weapon designs which
are showing up in our stockpile.

Our vast plants for producing
weapon material, U-235 and plu-
tonium, are turning out record
quantities of material. But here

E our first question arises. Are we

producing enough plutonium,
taking into account the revolution
by which nuclear weapons are
supplanting conventional wea-
pons? Unfortunately our military
planning is apparently geared to
current productive capacity in-
stead of our needs three or four
years ‘hence. This is obviously a
subject which cannot be explored
publicly in its entirety. Suffice
it to say that it will be high on
the list for consideration by the
Joint Committee in coming weeks.

In the field of military reactors,
we can take a great deal of pride
in the outstanding success of the
Naval Reactors program, under
the leadership of Admiral Rick-
over. The Nautilus has been the
prototype for the complete trans-
formation of the Navy to nuclear
propulsion. Currently we have
the Nautilus and the Sea Wolf
operating, with seven other
atomic subs under construction,
and .plans for six additional subs,
a guided missile cruiser, and an
aircraft carrier.

In the field of Army Package
Power Reactors, we also are mak-
ing progress. The demonstration
plant at Fort Belvoir is scheduled
for operation this spring. Several
other promising approaches are
being explored.

In the field of aircraft nuclear
propulsion we are also making
progress. The . Atomic Energy
Commission in its 21st Semi-
Annual Report announced that the
first jet aircraft engine powered
by atomic energy went into op-
eration at the GE-Idaho site in
January, 1956.

Aircraft Nuclear Propulsion

Rut there we encounter our sec-
ond question, For despite steady
biugiess since a cutback in 1953,
the Defense Department is again
using the meat axe instead of
the scalpel on the Aircraft Nu-
clear Propulsion program. Here
is a program where the sound
principles of management have
constantly been . violated. Man-
agement has been indecisive with
authority spread out among sev-
eral different offices and branches.
In the current cutback, no objec-
tives, schedules, or target dates
have been set to provide guidance
in the program. Here again, the
Joint Committee is trying to help
get the program back on a sound
course. )

New turning to the civilian
power reactor field, we can also
point to considerable progress, We
have a remarkably diversified
pregram at the
level. Eight or more different re-

‘the Chugach Cooperative,

experimental h

actor concepts are being devel-
oped to the experimental reactor
stage by the Commission.

Moreover, we have in the 5,-
000 kw Argonne experimental
boiling water reactor our first
regularly operating atomic power
plant. I had the honor of pull-
ing the lever that brought the
plant up to power last month.

We are also looking forward to
the 60,000 kw Shippingport re-
actor coming into operation next
fall. It will be our first full-scale
atomic power plant. The Joint
Committee 'has consistently fol-
lowed the'progress of this project
and its predecessors in the naval
reactors program. From these
projects we have gained some
experience and insight into the
problems facing the civilian
latomic power program. Only last
week some of my associates and
I visted - Shippingport and were
greatly impressed with what we
Saw.

We can also take some en-
couragement in the response
which private power companies,
and state, municipal and coopera-
tive power agencies have shown
towards the Commission’s invita-
tions to participate in the power
demonstration program, or to go
out on their own hook in plan-
ning to build atomic power plants.
The responses which have oc-
curred since the last session by
such organizations as the Vir-
ginia-Carolina group, the New
England Power Company, the
Ohio Valley group, the Northern
States Power Group, the Pacific
Gas & Electric Company, the Pa-
cific Power & Light group, and
are
gratifying, particularly in view
of some of the problems I shall
discuss later.

Stature of Large Scale Power
Reactors

But as indicated at our recent

hearings, we have run into some.

real problems and questions in
regard to our program for the
development and construction of
large scale power reactors. At the
outset of the hearings, I made
two observations which were
abundantly borne out during the
hearings and subsequently. In my
opening statement I said:

“Some of .the things which per-
plex us are the following:

“(1) Although we see steady
progress in our technology, the
technical and engineering prob-
lems encountered appear to be
considerably greater than antici-
pated. This discouraging note ap-
plies to both Government-financed
and privately-financed projects.
The Joint Committee was in-
formed last Friday that cost esti-
mates for two major power re-
actor projects — one private and
one Government-financed — have
increased approximately $15,000,-
000, which amounts to 20% to 40%
of original estimates. We have
been informed privately of similar
cost increases on other projects.
Schedules of completion on some
projects have also apparently
been extended, or should be ex-
tended.

“(2) Although the immediate
financial incentives in this coun-
try for reactors does not appear
good for the next 10 years, the
need for reactors abroad is ap-
parently very great and im-
mediate. Thus the Three Wise
Men of EURATOM indicated that
EURATOM needed 3,000,000 kw
of atomic power in 1963 and 15,-
000,000 by 1967. This would mean
30 reactors the size of Detroit
Edison by 1963 and 150 by 1967.
This is a lot of reactors, but AEC
and the State Department say the
goal is feasible. I don’t need to
point any moral from the above.”

A sample of statements during
the hearings confirming these in-
creases in cost ‘and completion
dates is as follows: ‘

The Yankee Atomic Power
group reported that “an estimate
as keen made which indicates
that over-all costs of the plant
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will exceed the original estimate
of $35,000,000 by a substantial
margin.” The completion date has
b;eg moved from late 1959 to late
1960. :

AEC indicated that the estimate
for the Consumers Public Power
District project. had increased
80% to 100% from the original
estimated $25 million. The com-
pletion date has been moved from
1959 to 1961.

Westinghouse  representatives
stated that current estimates for
the Pennsylvania Power & Light
aqueous homogeneous reactor are
“appreciably” higher than original
estimates.

AEC Commissioner Thomas
Murray indicated that estimates
for small atomic power plants had
also gone up. The 10,000° kw
Wolverine Electric Co-op project
had “already increased about
25%.” AEC representatives in-
dicated that the original estimate
for the Elk River Co-op had been
withdrawn by the equipment
manufacturer, with an indication
in later testimony of a 30% in-
crease.

It should be noted that most of
these increases are in estimated
costs before even design is com-
pleted. Thus it is possible that
actual costs might be reduced or,
more likely, increased.

Cites Admiral Rickover’s
Observations

The reasons given for these in-
creases in costs, in addition to
normal price increases, were un-
anticipated development and en-
gineering problems, usually in the
non-nuclear portions. Admiral
Rickover had - some -important
things to say about these prob-
lems in a recent speech as follows:

“Many factors have been sug-
gested as the major source of
difficulty in achieving nuclear
power. Secrecy, the novel scien-
tific concepts-involved, legal and
governmental restrictions — each
of these has heen cited as the
major stumbling block.

“The main problem is with
materials and equipment gen-
erally considered as conventional,
but which must conform to the
exacting standards required of all
components of a nuclear power
plant. ... -

“It has not heen difficult to
focus the necessary attention on
the novel features of nuclear
power, such as the nuclear re-
actor itself. . . . But it has been
very difficult to get sufficient ef-
fort directed toward the. more
conventional aspects of nuclear
plants—the heat exchangers, the
pumps, the valves, the instru-
mentation. Here normal engineer-
ing and manufacturing techniques
have proved to be inadequate
when applied to nuclear plants.”

Admiral Rickover also had
something to say about the man-
agement problems involved:

“We have found that before a
company can produce heat
exchangers, valves, pumps, in-
struments, or other components
suitable for a nuclear power plant,
a complete revision of its normal
organizational procedures is nec-
essary. A full time project man-
ager responsible directly to top
management must be placed in
charge of the nuclear products. He
must establish new levels of
engineering and scientific com-
petence. This generally requires
that personnel be given special
education and training.

“New tools and procedures for
inspection must be developed and
put into use. Facilities for test-
ing raw materials and the final
product must be designed and in-
stalled. Often these are very ex-
pensive.

“In short, an entirely new level
of technical and administrative
competence must be built up for
even the so-called conventional-
type equipment.”

Now I assure you that the rea-
son I dwell on these problems
is not because I want our program
to look -bad.
But these somewhat unpleasant

I certainly do not..

facts raise a number of questions.
Of particular interest are the fol-
lowing: -

(1) Who is going to pay these
increased costs? §

(2) What are their implications
as to the realities of private par-
ticipation in atom power develop-
ment during the next five or ten
years?

Increased Costs and Financial
Incentive
On the question of who is going
§o pay for the increased costs, it
is probably going to be primarily

‘the equipment manufacturer.

AEC by reason of its fixed con-
tributions to demonstration proj-
ects, has encouraged the placing
of the risk of loss on the equip-
ment and component manufac-
turers.. The. same policy is
standard practice among power
companies and co-ops in contract-
ing for a commercial project.
Some of the additional costs will
be shared by power operators
to be charged off through their
rates. The difference between the
estimated cost of nuclear plants
and the cost of a conventional
plant of the same capacity will,
of course, have to be borne by
the power operator.

Perhaps it was looking at these
hard facts and questions that
prompted Mr. Frank McCune,
Vice-President of General Electric
in charge of their atomic energy
work, to write to the Committee
that their number one problem is
the following:

“Of primary importance is the.
present- lack of economic incen-

“tive.- Normally a business begins

to grow rapidly when its products
produce increased value for its
customers. Presently there is
much to do before atomic power
is competitive in our normal mar-
kets; hence our customers are
spending money on their projects
rather than receiving increased
value from them. I believe that
it takes more than the usual faith
and courage to invest heavily in
such a business environment.”

As you know, a recent survey
by the Atomic Forum confirmed
that industrialists believe that
the lack of a financial incentive
is their number one problem.

Stronger Professional Personnel

Getting back to my realism
once again, I would like to make
one further observation: Perhaps
all of us in one degree or another
have erred in treating the pro-
gram as if commercial atomic
power were here or justearound
the corner in this country, Actu-
ally all of the problems are nor-
mal for a large-scale research
and development effort. It is “par
for the course” in development
work to sometimes miss cost esti-
mates by 100% and completion
dates by a year or two.

A further question arises grow-
ing out of the above observation,
to wit: Are we not applying
methods applicable to large-scale
conventional power projects,
rather than methods more attuned
to large-scale research and de-~
velopment work in the atomic en-
ergy field?

Thus, for example, the co-ops
and private power companies
(with one exception) are con-
tracting for the development and
construction of their reactor
plants on a “turn-key” basis to
the private equipment company.
This amounts to practically com-
plete delegation of technical and
administrative direction of the
project to the equipment com-
pany. The co-op or private com-
pany have few supervisory en-
gineers or manaZement specialists
assigned to suvervize or bird-dog
the project. V<t in some cases,
the equipment <~ mnany has never
before built a -~~mnlele’ reactor.

In contra + “EC in build-
ing the Shin—~'" nnrt reactor has
a complete te-! il staff under
Admiral Rickover and an exten-
sive field management and pro-
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curement supervisory staff work-
ing with the prime contractor and
subcontractors. - Yet even here
with an adaptation of an estab-’
lished design, it is taking more
than four years to complete the
reactor project.

Now what are the implications
~ of some of the above facts for

you as engineers and business-
men? It seems to me that it raises
the question of whether you
should get stronger management
and engineering personnel in the
private utility groups, municipal-
ities and co-ops to direct and
supervise the work of their con-
tractors. Moreover, there should
be greater recognition that the
work is primarily at a research
and development- stage, and that
this costs a great deal of money.

More Private and Public Funds

Now what are the implications
of our realism for all of us as
citizens? It seems to me that it
means if we really want to ac-
celerate our atomi¢ energy pro-
gram under present conditions, it
will take considerably more pri-
vate and Government funds,
risk-taking, and effort by every-
one concerned. It particularly
means the training of many more
people in nuclear work.

That brings me to the question
of whether it is worth it. I think
it is, if we are measuring its
worth in terms of world leader-
ship. For our atomic leadership
has become a part of our fereign
policy, whether we like it or not.

At the present time our present
leadership is being seriously
challenged. The British only last
week announced that their already
large scale program had been
quadrupled. This includes ap-
proximately 20 power staticns
involving 30 to 40 reactors for a
total of 5 to 6 million kw at an
estimated capital cost of $215
billion. These power reactors will
begin coming on the line in 1960.

As I have indicated, the six
nation European EURATOM

sold as a package including fuel
fabrication ‘and reprocessing in
order to compete with our friends
abroad.

Recommendations

Now, in summary, what do we
do -about it? Taking the broad
sweep of our world leadership in
weapons and in military and
civilian reactor development, I
would recommend that we seri-
ously consider the following: (All
subject to further study and con-
sideration by the Joint Commit-
tee.) JEhg

(1) We should authorize con-
struction of an additional plute-
nium producing reactor at
Hanford, Washington. It would
seem wise to also make provision
for utilizing the waste heat for
producing electric power.

(2). We ‘should authorize the
development and construction of a
Mark I Flying Prototype of a

nuclear propelled aircraft with a
realistic target date for comple-
tion.

(3) We should substantially in-
crease AEC fund¢ for reactor
research and development work.

(4) - We should inaugurate an
accelerated domestic reactor
demonstration program which will
ensure that we will have a variety
of operating prototype power re-
actors in this country by 1961 or
1962.

(5) We must establish a foreign
power-reactor demonstration pro-
gram which will assist friendly
nations abroad and help provide
research and development assist-
ance and a foreign market for
domestic e q uip ment manufac-
turers. ;

(6) We should enact the in-
demnity legislation to cover
liability for reactor accidents.

Finally, I would like to em-

phasize that time is of the essence
at this juncture. I-don’t- believe
we need a ‘‘crash” program. But

on the other hand we can’t afford -

to wait too long where our
national prestige: and- world
leadership is at stake.

This is not the first time that
the Joint Committee and the
Commission have faced the need
for urgency in our atomic energy
program. I am hopeful that we
can and will work out a program
in this session which will satisty
our needs and obligations as a
world power.

Birkenmayer Adds

(Special to THE lemcx.:u. CHRONICLE)
DENVER, Colo.—James C.
Marks has been added to the staff:
of Birkenmayer & Co., Denver
Club Building. He was formerly

with Colorado Investment. Co.
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With Marache Dofflemyre

(Special t® THE FINANCIAL CHRONICLE)

. LOS ANGELES, Calif —Hubert

R. Weiss is with Marache, Doffle-
myre & Co. 634 South Sprirg
Street, members of the Pacifie
Coast Stock Exchange.

Shearson Hammill Adds

(Snecml to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif—Robert
R. Jones is no with Shearson, -
Hammill & Cv., 520 South Grand
'Avenue. He was formerly with:
Noble, Tulk & Co.

Pasternack Admits
David H. Cohen became a part-
ner in Pasternack & Cb., 25'Broad
Street, New York City members
of the American Stock Exchange.

SYSTEM

- ,__ .._.: -

Be

group has plans for three million -

kw by 1962 and 15 million by 1967.
Japan is also .interested in de-
veloping atomic power rapidly.

Although the Russians are un-
doubtedly behind us in technology,
they have an ambitious progran,
both in terms of variety of re-
actor concepts and total number
of plants and kilowatts produced.
According to the statement of the
Soviet spokesman, Dr. Ivan V.
Kurchatov, and other Soviet an-
nouncements, the Russians expect
to have between 2 million kilo-
watts and 2 and a half million
kilowatts by 1960, with congider-
able capacity coming into opera-
tion in late 1958.

The Joint Committee reported
last year that, based -on Sovict
achievements in other aspects of
atomic energy development, and
in other technological fields, there
is no reason to believe the Rus-
sians cannot achieve their goal
provided they give it top priority.

Then there are the Latin Ameri-
can and under-developed nations
who are looking to us for help.

The challenge and opportiunily
is there. The question is, can we
meet it? 1 believe we can. But
we can’t afford to wait another
year or two.

One of the most challenging
and, in a sense, encouraging things
that came out of our recent hear-
ings was that this vrgent need for
atomic power in foreign countries
offers a great opportunity for our
domestic atomie equipment indus-
try to get some experience . and
make some money in foreign mar-
kets until atomic power becomes
more economic here. But there
are many complex problems to be
solved in encouraging this inter-
national development.

Witnesses were practically
‘unanimous that we need a far
more aggressive program to back
up our equipment suppliers in
their efforts- abroad. Red ' tape
needs to be cut, and reactor
projects need to be considered and
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Bank and Insurance Stocks m
By ARTHUR B. WALLACE ‘

g This Week — Insurance Stocks

The seriousness of the statutory loss situation in 1956 for the
fire insurance companies, and for many of the casualty companies,
is brought out in wne data that are now beginning to appear. As
has been observed here, many specialty units made out satisfac-
torily, tnose that write relatively few and profita_ble lines, or
those that are adjuncts to finance and other companies that have
need of an insurance subsidiary. ; ;

But almost all of the multiple-line carriers, both fire and
casualty, turned in statutory losses, some _of t’nem_of serious
proportions. And the unfortunate part of it is th’ut _1935 bids tair
to be another bad year if the first few months’ indications mean
much. Alfred M. Best Company, a leading insurance statistical
service, have estimated that the industry was thrown for a statu-
tory loss in 1956 of $150 miilion, and that the combined loss and
expense ratio was tae highest since 1932. 3

Statutory results, plus or minus, give us a measure pf a com-
pany’'s showing in the underwriting portion of the business, for,
after all, underwriting operations are the primary function of an
insurance company; investment activities are secondary. 7

There follows the 1956 combined loss and expense ratios, com-
pared with 1955, of a number of leading fire and casualty com-
panies, together with their statutory results for the two years.
1t will be noted that some of tne casualty units did not go into
the red in 1956, or that tieir losses were small. Mostly, this was
due to their. having stuck to casualty lines of writings. The
casually companies that took on sizable lines of fire and allied
© writings pretty generally turned in poor showings, ; s

A good example by way of comparison between a straight ,Ju‘e
company and a -casualty under the same management is Hartford
Fire and its affiliate, Hartford Accident & Indemnity. 'I"he parent
registered a statutory loss of labout $1,500,000; the Accident sub-
siciary a profit of over $2,000,000,

Ratios and Statutory Results
Statutory Results

1955 1956
$472,000 —$1,341,000
304,000 123,000
—2,513,000 — 3,655,000
— 259,000 440,000
— 151,000 — 1,983,000
4,988,000 830,000
1,382,000 — 2,841,000
106,000 — 2,457,000
8,612,000 1,564,000
73,000 —14,746,000
430,000 — 2,701,000
4,478,000 2,902,000
1,465,000 550,000
534,000 1,678,000
123,000 874,000
347,000 140,000
816,000 1,129,000
3,072,000 5,338,000
— 204,000 2,022,000
43,000 1,062,000
5,653,000 854,000
351,000 5,470,000
2,231,000 2,846,000
2,204,000 2,598,000
1,661,000
~— 556,000
325,000
— 437,000
12,000
—1,161,000
— 740,000
958,000
—1,464,000
10,586,000
— 980,000
725,000
—1,726,000

Combined Loss and Expense
ixp. Ratios
1956
102.0%
974
108.6

. 101.2
108.2 -
96.2
102.4
104.5
100.6
106.3
98.0
100.7
98.2
105.9
102.7
97.4
107.0
994
102.9
102.9
98.3
103.8
103.4
86.5
105.7
105.1
103.2
108.2
95.5
107.1
108.9
108.8
104.9
949
108.3
103.1
114.5

American Surety ..
Banks & Shippers._.
Boston Insur. —..___
Camden Fire _. ]
Commercial Ins. __.
Federal Ins.
Firemen's (Newark)
Hanover Fire _.___ .
Eartford Fire - ____
Home Ins. _ o .._2T
Ins. Co. No. Amer...
Maryland Cas.
Massachusetts Bond.
New Hampshire __
North River ..
Pacific Fire . ....-Z
Providence Wash. __
U. S. Fid. & Gty.. ..
U. S. Fire. ze-oets
Westchester . .
Actna Casualty ...
Actna Insur. _____
Continental Ins. ___ .
Fidelity & Deposit. .
Fidelity Phenix ___.
Firve Ass' oo
Great American -
Nat. Union Fire
Northern Ins. - -
Phoenix Ins. ____, .
Springfield Fire - _.
Amer, Automobile __
Amer. Ins. (Newark)
Continental Cas. -
Fireman’s Fund -_.__
Glens Falls _____.__
National Fire - --.
Security Ins. =__ .- "~99.2 108.8 128,000
Stand. Accident ___. 97.7 102.1 706,000 — 2,396,000

Now, the seriousness of the condition that confronts insurance
management is brought out when we relate statutory.loss figures
to ‘capital funds (policyhclder’s surplus). This ratio of losses to
capital funds runs as high as 20%; and, obviously, some of the
smaller companies cannot continue this state of affairs for many
years, even though investment income constitutes a big off-set.
And, of course, if we go into a bear market on the general security
list, matters will become even more painful.

So, with losses continuing heavy in the early months of 1957
(January and February fire losses were nearly $30 million above
the same two months of 1956, or

96.3
102.7
98.0
94 .4
98.9
96.6
98.6
98.3
95.9
98.7
95.1
82.5
95.4
100.2
99.6
100.5
94.0
102.7
102.0
95.8
102.5
92.2
97.5
98.4
100.9

1,770,000
3,419,000
3,097,000
659,000
3,889,000
4,109,000
8,454,000

— 6,653,000
7,116,000
—12,905,000
— 3,328,000
— 9,656,000
— 1,501,000

about 16 %) it clearly becomes
a matter of upward rate readjust-

ments, Unless these are ordered
into effect' by the state supervi-

Christiana

3,773,000 -
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' Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

The government market is digesting the recent money raising

operation of the Treasury and, at the same time, it is trying td”

figure out the coupon rate and maturity of the bond which will
be used in the exchange offer which is expected to be made to
owners of the F and G savings bonds. In spite of these problems
the market action of Treasury securities has not been unfavor-
able with the short-term issues still very much in demand.

The favorable reception for the 3% % and 3% % new money

issues was due in part to the better feeling which is appearing
towards the bond market, along with the larger amount of money
which is appearing for investment in near-term . government
securities.
- Although the monetary authorities say the credit policies at
the moment are “passive,” there are not a few money market
observers who believe there will be a definite ease in these poli-
cies in the near future.

Recent Offerings Very Well Received

The better tone which has been in evidence in the bond
market, and this applies to all phases of it, had a tavorable effect
-on the securities which were offered by the Treasury for new
money raising purposcs. To be sure, there was the further attrac-
tion of having these obligations payable through the tax and loan
account of the commercial banks, and this was responsible for
more than a wee bit of the very sizable oversubscription which
was receiwved by the goverhiment for these issues.

The 3% % due Feh. 14, 1958 were offered in the amount of
$2,250,000,000 and subscriptions in excess of $100,000 were made
on a 31% allotment basis. The 3'2% due May 15, 1960, was
made available to the extent of $750,000,000, and in this instance
allotments were on a 12% basis for subscriptions above the $100,-
000 figure, It was reported that subscriptions were roughly $7
pillliggo for the 1958 maturity and $6 billion for the notes due
in k

The" action of the money market following the announce-
ment of the favorable new money raising venture of the Treas-
ury indicates thet the extreme tightness which has been so much
in evidence for a long period of time has given some ground.
The change so far has been very minor and this does not mean
that money and credit conditions are going to be easy by a long
shot. It does, however, indicate that there is likely to be increas-
ing amounts.of money available for investment in bonds, and as
far as governments are-concerned, these commitments will prob-

. ably be confined mainly to the short-term liquid issues.

Evidence of Decline in Bank Credit

The fact that the commercial banks were not large sellers
of the new issues which were obtained in the recent new money
raising cperation of the governmeit seems to make clear to cer-
tain money market specialists that the demand for bank funds
is not quite as pressing as it has been at times in the past. Also,
the money which has been coming into the near-term govern-
ment market, according to reperts, is still on the increase. There
are also evidences that corporations, in spite cf the demand for
funds that came with the navment of the March 15 income taxes,
have been very sizable buyers of Treasury bills. Pension funds,
that is the private ones, according to advices,” have likewise
stepped up tneir commitments in the shortest government obli-
gation. ' ¢

A 3% 9 25-Year Bond for “F” and “G” Issues?

It is hoped that the $3 billion which was jyst borrowed by
the Treasury will carry them through the current fiscal year
ending June 30. However, if there should be need for additional
funds, it is the opinion‘ of Treasury officials. that the weekly
offerings of 91-day bills will be increased, as has been true in
the past. With the cash needs of the Treasury taken care of, for
a time at least, it appears as though the measures which will be
undertaken to proviae ter the F and G maturities are the irnpor-
tant unknowns as far as the Lond market is conccrned.

To be sure, this will be an exchange offer, but it is the
marketable feature that has the bond market interested. It is the
contention of some money market specialists that a marketable
Treasury issue in order to be well received, even in an exchange
offer, must meet the competiticn of corporate and tax free bonds.
This would indicate a coupon rate of at least 334 % for a 25-year
issue, S

A Longer 3%:9% Bond Also Suggested

On the other side of the fence are those money market fol-
lowers who hold the opinion that the Treasury in taking care of
the F and G savings bond should put out a real long-term bond,
with a maturity to run to either 1987 or 1990 and a coupon rate
of 3%2%. It is pointed out that such an issue would appeal to the
real savers, whereas those that did not like the exchange offer
could get cash and reinvest the proceeds in higher interest bear-
ing corporate or tax-free bonds. The government could sell short-
term obligations to get the money to pay off those that did not
make: the exchange.

Three With Carroll

(Specinl {o The FINANCIAL CHRONICLE)

Chicago Analysts Hear
" CHICAGO, Ti.— L. F. McCol-

Securities Co.

Our New Bulletin Avuilalle

Laird, Bissell & Meeds

Members New York Stock Exchange
Members American Stock Exchange

Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49

(L. A. Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks

120 BROADWAY, NEW YORK 5, N. ¥,

sory authorities some of the'less
fortified units could find the go-
ing rough, indeed.

Two With Creger & Co.

(Special to THE FINANCIAL CURONICLE)

WHITTIER, Calif.—Kenneth L.

now with J. D. Creger & Co., 13412

East Whittier Boulevard.,

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

Clark and Henry F." Figge are -

lum, President of the Continent*al
Oil Company, will address the
luncheon meeting of the Invest-
ment Analysts Society of Chicago
to be held March 28 at the Adams
Room of the Midland Hotel.

Securities Inc. Adds
(Speeial t6 Tue FINANCIAL CHRONICLE)
-DENVER, Colo.—Frank J. Cook
has been added to the staff of
Securities Inc., Farmer’s Union
Building.

DENVER, Colo. — Harold C.
Ballard, Donald R. Lee and Larry
D. Preston have joined the staff
of Carroll & Co., Denver Club
Building.

Walter Plankinton Adds

(Snecial to THe FINANCIAL CHRONICLE)
DENVER, Colo. — James W.
Brafford and Rodney V. Linn
have become connected with Wal-
ter R. Plankinton, 1637 South
Broadway.

$10 Million Issue of
Puerto Rico General
- Obligation Bonds Sold

The First National City Bank
of New York is manager of an
underwriting syndicate which was
awarded on March 26 an issue
q,{/.'s\lﬂvl)()0,0UO Commonwealth of

{WPuerto Rico General Obligation

Bonds, due July 1, 1958 to 1977,
inclusive,

The group submitted a bid of
100.0331 for a combination of 5s,
3158, and 3.70s, representing a net
interest cost of 3.7283% to Puerto
Rico. Two other groups competed
for the issue. an account headed
by the Chase Manhattan Bank
snecifving a net -interest cost of
3.736%, while J, P. Morgan & Co.
and associates bid on a net cost
of 3.753%. )

The bonds were reoffered at
prices scaled to yield from 2.60%
to 3.70%, according to maturity.

Participating in the offering are
Cheniical Corn Exchange Bank;
Lehman Brothers: C. J. Devine &
Co.; B. J. Van Ingen & Co.; Harri-
man . Ripley. & Co. Inc.; Smith,
Barney & Co.; Kuhn, Loeb & Co.;
Merrill Lynch, Pierce, Fenner &
Beane: Banco Popular de Puerto
Rico; Lee Higginson Corp.; and
A. C. Allyn and Co. Inc.

Mercantile Trust Co., St. Louis;
F. S. Smithers & Co.; Braun, Bos-
worth & Co. Inc.; C. F. Childs &
Co. Inc.: Andrews & Wells, Inc.;
Kean, Taylor & Co.; F. Brittain
Kennedy & Co.; Lyons & Shafto
Inc.; Stifel, Nicolaus & Co. Inc.;
The First Cleveland Corp.; Sea-
songood & Mayer; Park, Ryan,
Inc.; Lakeside Securities Corp.;
Janney, Dulles & Battles. Inc.:
Indianapolis Bond and Share
Corp; and Prescott & Co.

Join Allen Inv. Co.

(Speciel te Tue FiNANCIAL CHRONICLE)

DENYV ER, Colo. — Walter R.
Bauer, ElIdwon W. Brummett,
Henry A. Cross, Jack H. Cys,
Angelo V. Fiocca and Dunane A.
Marshall are now with Allen In-
vestment Company, Mile High
Center.

Form First Un|ited Corp.

BROOKLYN, N. Y. — First
United Corp. has been formed
with offices at 1000 Flatbush
Avenue to engage in a securities
business. Officers are Harold Daly,
President; Thomas Green, Vice-
President, and L. 1. Daly, Secre-
tary and Treasurer. )

Specialists in
U.S. GOVERNMENT
and
FEDERAL AGENCY
SECURITTES

AUuBREY G. LANSTON
& Co.

INCORPORATED
20 BROAD STREET
NEW YORK

CHICACO BOSTON




g

R

Volume 185 Number 5624 ... The Commercial and Financial Chronicle

. 5 F ! '/ .
Continued from page 6

- Development of

Tight Money

Ard the Near Credit Qatlook

- banks to sell them (without tak-

., ing such a loss) and thereby pro-
vide more money to loan-to the
would-be borrowers.

The Federal Reserve could have
done this and it could do it to-
day, but it didn’t and it shouldn’t.
Indeed the Federal Reserve did
the contrary and reduced its hold-
ings of U. S. Government bonds
by $20 million during 1956, and
by selling almost $2 billion of
government bonds in January and
February of this year thereby off-
setting the seasonal reduction in
loans and the seasonal decline in
currency in circulation. The pol-
icy of the Board of Governors of
the Federal Reserve System has
been, and even today is, a wise
policy. Any contrary action, any
artificial easing of credit would
have enabled (and, in effect,
caused) the banks to make more
loans, which means that there
would have been more would-be
borrowers (consumers, corpora-
tions and states) bidding up the
price of a limited volume of labor
and materials.. That would only
have accelerated our inflation.

Money is tight for the relatively
simple reason that we have all
wanted more things than we could
afford and despite the fact we
couldn’t afford them, we bought
them anyway. As a consequence,
we have spent more than we
saved, have borrowed all that was
available and are now clamoring
for more.

3. How Long Will Credit Remain
Tight?

Will credit ease? Yes, credit
will ease, just as it will stop rain-
ing, sometime.

When? Like a child who is bad
in front of company but becomes

~ good as soon as the company

leaves, credit will become more
plentiful when it is less in de-
mand.

In attempting to look forward,
it is important to give one glance
backward and note that the in-
crease in bank loans has been go-
ing on for some while as an inci-
dent of great inflationary pres-
sures. There are some indications
that the present inflation is reach-
ing its later stages. The increase
in loans of 5% in the last six
-months of 1956 was really less
than the seasonal increase of the
last half of 1955. It is also inter-
esting to note that during the past
two monthg commercial and in-
dustrial loans (as indicated in the
case of leading banks in this dis-
trict) declined some $200 million,
$100 million of which has been re-
gained,

Much of the recent decline is
purely seasonal. The stores that
borrowed in order to carry Christ-
mas inventories have been paid
for their goods and have reduced
stheir loans. There has been a sea-
sonal decline in consumer credit
as customers who invariably bor-
row a great deal for Christmas
borrow less than their repay-

~ments during the months of Jan-
uary and February. Nevertheless,
the decline during January was
more precipitous than last year,
and February did not produce a

gain comparable to that of last

year.

This greater decline mav be due
in part fo the fact that some
manufacturers, disturbed by the
size of inventories that have in-
creased for 23 successive months,
have cut back production in order
to “balance” inventories.

Nevertheless, credit is still tight.
Indeed the average rate which the
banks were willing to pay on
United States Treasury Bills re-
cently was 3.24%, close to a high
point. Most banks look with dis-
favor on requests for loans to pur-
chase equities or to redeem cap-

pitized for FRASER

ouisfed.org/

ital. They are not interested in
new borrowers unless they give
promise of being permanent de-
positor customers. Most banks to-
day are saving their credit for
good local growing customers who
need -it to expand production or
carry - comparatively: large ac-
counts receivable or inventories
and the banks urge reduction even
in these categories. . . .

The program states that we are
to discuss the outlook for changes
in the availability of credit, but 1
am reminded of a story Dr. Co-

nant told at the University earlier

this week. He said that as a young
chemistry professor he performed

.an experiment for his class, an-

nouncing in advance that when he
added a certain material to others
already in the bowl, there would
be an explosion. He added the
material and nothing happened.
The class laughed and was dis-
missed. An older professor sitting
in the back of the room came up

to Dr. Conant and advised him:.

“Young man, throughout the rest
of your life be a historian rather
than a prophet.”

If I were forced to- make ‘a
guess, and it would be nothing
more than that, I would anticipate

that business will be good through
the first half of this year and
that the demand for credit will
continue strong throughout that
period. Bank loans may well be
higher 'on June 30 than-today or

at the year-end or at any prior
date.

However, in the second half of
this year the upward pressure
may- decrease a bit. There is some
evidence of consumer resistance to
price increases, There is some in-
dication in lower appropriations
that plant construction may decline
late in 1957 or in 1958. During
the first three-quarters of last year
there was a continuous decline in
corporate net profits. A few in-
dustries” find that already com-
pleted plant expansion programs
have ‘outrun immediate demand
for products. It is possible that
these factors may cause-eorporate
planners and consumers to spend
Just a little bit less in the latter
part of this year and early next
year,

If so business activity may de-
cline slightly even though gov-
ernmental expenditures increase

(1463) 23

and the consumers’ purchasing
power remains high. Even before
any such business decline actually
occurs, but in anticipation thereof,
the_Federal Reserve Board may
begin to. buy government bonds
and make it possible for the banks
to loan more funds. Thus, the
demand for credit may decline
and the supply increase late this
year or early in 1958. :

Johnson, Lowry Formed

COLORADO SPRINGS, Colo.—
Johnson, Lowry & Co. has been
formed with offices in the Mining
Exchange Building, to engage in
a securities business. Officers are
Wendel E. Lowry, President: E. G.
Johnson, Vice-President; M. T.
Lowry, Secretary-Treasurer, and
Alvin J. Johnson. Alvin J, John-
son and W. E. Lowry are partnerg
in Al J. Johnson & Co.

1956
another record year
 for Armco
around the world

HIGHLIGHTS OF ARMCO STEEL CORPORATION'S 1956 ANNUAL REPORT

Net Sales . . . .

e s s s s 8 8 s s e .

Net Tons of Ingots Produced
Per Cent of Rated Ingot Capacity Operated .
Net Tons of Manufactured Products Shipped

Net Earnings

Per Cent Net Earnings of Net Sales
Per Share of Common Stock

Cash Dividends on Common Stqck ’

Per Share-of Common Stock

Earnings ‘Retained in the Business. . .

Capital Expenditures’ .
Total Payroll :

Employess .(end of year)

PR e RN

e

Average.Payroll Per Employee = & 3 27y .

Total Taxes

Per Share of Common Stock

Long Term Debt—less current portion (end

Working Capital

oo

Ratio of Current Assets to Current Liabilities
Common Shares Outstanding (Ful Shares)
Book Value Per Share of Common Stock .
Common Shareholders (end of year) . . .

Total Assets

Assets Per Employee . .

]

*Dividend per share for 1955 after giving effect to 2 for 1 common stock split in second quarter.

tIncludes products manufactured from ingots of other suppliers.
Note: All above figures exclude foreign sybsidiaries except Canadian.

“ o $66,092,494

PRODUCTION

In 1956 Armco produced an all-time high of
5,220,147 net tons of ingots—compared

with the 1955 total

Armco increased its
of the year 1956.

SALES

of 5,099,905 tons. &

PRODUCTION CAPACITY

steel capacity by 800,

000 net tons, or about 15% by the end

Armco’s sales for 1956 totaled $761,800,102.
This was a 10% increase over the 1955 total

of $692,683,234.

EARNINGS

56-year history.

1956

. $761,800,102
. 5,220,147
5 94.1%
3,936,105¢
$65,593,182
8.61%

$5.03
$27,709,798
$2.55

. $37,883,384

1955
$692,683,234
5,099,905
103.0%
.4,003,532¢
$64,350,609
9.29%
$5.05
$20,625,713
$1.95%
$43,724,896
$35,368,262
$178,012,107
31,504
$5,759
$76,012,148
$7.15
$57,329,355
$182,802,349
2.72
10,633,021
$36.36
50,275
$563,097,135
$17,874

. $196,616,362
2 32,358
. $6,042
$73,377,846
$6.75
$51,330,000
. $191,325,287
2.64
10,878,752
$39.43
53,770
$612,828,489
v $18,939

ARMCO STEEL CORPORATION

MIDDLETOWN, OHIO

SHEFFIELD STEEL DIVISION

ARMCO DRAINAGE & METAL PRODUCTS, INC. -

Armco’s 1956 net earnings of $65,593,182
(including $2,979,371 of extraordinary in-
come) were the highest in the Company’s

Steal Corporation {

If you would like a free copy
of our complete 1956 Annudil
Report, just write us at the

address below. @

pRMC

/'

THE ARMCO INTERNATIONAL CORPORATION
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NEWS ABOUT BANKS
AND BANKERS

« CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED

CAPITALIZATIONS

First National City Bank of
New York has promoted J. Ed
Warren and Leo N. Shaw to be
Senior Vice-Presidents. Mr. War-

Leo N. Shaw

ren has been Vice-President in
charge of the Bank’s Petroleum
Department, and Mr. Shaw has
been Executive Vice-President
and Manager Overseas Division.

Direct supervision of the Over-
seas Division will be assumed by
George S. Moore, Executive Vice-
President. Mr. Moore has been in
charge of the Domestic Division
which handles all domestic ac-
counts of the bank except those
of the New York City branch of-
fices. Frank T. Mitchell, Vice-
President, was promoted to Man-
ager Overseas Division and will
be directly associated with Mr.
Moore.

J. Howard Laeri, Executive
Vice-President, who has been in
charge of the Bank’s 74 offices in
Greater New York, will take
charge of the Domestic Division.

% % *

Irving Trust Company, New
York announced on March 25 that
Lester Grieb, Vice-President, will
be in charge of the new Irving
office scheduled to open this sum-
mer at Park Avenue and 54th ‘St.
Mr. Grieb has had many years
experience in the banking field.

Now under construction, this
office at 400 Park Avenue will be
Irving’s 11th complete banking
office in Manhattan. Incorporating
the newest ideas in equipment
and layout, this office will offer
business and individuals in the
area a complete banking service,

4 Bl #

Robert L. Cushing and Harold
F. Selesky, former Assistant Vice-
Presidents, have been elected

“J. kd. Warren

Robert L. Cushing Harold F. Selesky

Vice-Presidents of Chemical Corn
Exchange Bank, New York, it was
announced on Mar, 21 by Harold
H. Helm, Chairman. Messrs.
Cushing and Selesky are members
of the bank’s metropolitan and
national divisions, respectively,
with headquarters at 165 Broad-
way, New York.
o % %

Roy T. Hurley, Chairman and
President of the Curtiss-Wright
Corporation, ‘has been elected a
Director of Manufacturers Trust
Company, New York it was an-
‘nounced by Horace C. Flanigan,
Chairman of the board of the
bank.

Mr. Hurley fills a vacancy on

1 T TR R C T
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the bank’s board created by the
retirement of George J. Patterson.

The Bank of Montreal, Canada,
has entered into an agreement
to acquire as its New York head-
quarters the 2l-story building
owned by The First National City
Bank of New York at 2 Wall St,,
it was announced by Gordon R.
Ball, President. The bank expects
to take possession some time in

1959, when it will move from its-

present location at 64 Wall St.

In addition to four basement
floors containing machinery,
vaults, storage and other space,
the Bank of Montreal plans to use
the first four f{loors above street
level, all of which are air-con-
ditioned, for its banking opera-
tions. :

When the Bank of Montreal
moves into its new quarters at 2
Wall St. in 1959, it will be cele-
brating its 100th anniversary in
New York. The bank, which ap-
pointed agents .in New York in
1818—a year after the founding of
the institution in Montreal
established its own offices at 23
William St. on Jan. 1, 1859,
shortly thereafter moving to 32
Pine St. During subsequent years,
it occupied two premises on Wall
and Pine Streets and, in 1910,
took possession of its own build-
ing at 64 Wall St. where it has
remained up to this time,.

A. Herbert Planteroth has been
elected administrative Vice-
President and member. of .the
board of directors of the Commer-
cial State Bank and Trust Co. of
New York, it was announced on
March 21 by Jacob Leichtman,
President.

Mr. Planteroth, formely asso-
ciated with the Manufacturers
Trust Co. of New York for 25
years, served as Vice-President
and Personnel Director of the
bank.

The banking executive, who
will be assistant to the President
and be active in the management
of the bank, started his career
in 1912 with the Union Exchange
National Bank.

% # *

Arthur W. Mellows of the Lon-
don office and Rodman Frank and.
Marie Pastorini of the Wall Street
office have been elected Vice-
Presidents of the Bankers Trust.
Company,New York, Quarter Cen-
tury Club, Arthur W. Schlichting
is President.

Bank of Babylon,
N. Y., was given approval by the
New York State Banking Depart-

ment to increase its capital stock.

from $446,250, consisting of 44,625
shares of the par value of $10
each, to $573,750, consisting cf
57,375 shares of the same par
value.
i & B

Formal opening of its new Hill-

side Avenue office building is

scheduled for March 30, it has.

been announced by Clifton F.
Thomas, President of the Rich-
mond Hill Savings - Bank, Rich-
mond Hill, N. Y.

Arthur M. Salisbury, who is
Assistant Secretary of the bank,
will be the officer in charge,

# * 8

At the meeting of the Board of
Directors of State Bank of Al-
bany, Albany, New York, the fol-
lowing changes in title were
made:

Frederick McDonald, formerly
President, was appointed Honor-
ary Chairman of the Board.

Hollis E. Harrington, formerly
Vice-President and Assistant to

Babylon,

the President, was appointed

President.
] %

Northern National Bank of
Presque Isle, Me., increased its
common capital stock from $600,-
000 to $900,000 by the sale of
new stock effective March 14
(9,000 shares, par valpe $100).

b ] -

George Winans Harris, Presi-
dent of the First National Bank
of Dunellen, N. J., died on March
23. He was 88 years old.

Mr. Harris was an incorporator
of the First National Bank of
Dunellen in 1907, and was its
President for 33 years and di-
rector for more than 30.

Edgar C. Gaarn, President of
the Roxbury National Bank, Rox-
bury, N. J., died on March 24.
He was 57 years old. .

% “

W. G. Semisch, President of
The Second National Bank of
Philadelphia, Pa., reports that the
Comptroller of the Currency, has
approved a new site.

Site of the new bank office is
located at Rising Sun Ave., Unruh
St. and Martins Mill Rd. Building
is expected to -begin about mid-
summer, while completion of the
ultra-modern building is sched-
uled for the early part of 1958.
This new addition will make a
total of four offices for Second
National serving the Greater
Northeast.

Mervin B. France, President,
and Arthur P. Williamson, Chair-
man of the Board, following a
special Board meeting at Society
National Bank, Cleveland, Ohie,
jointly announced the election of
William Harvey Kyle to the
Presidency, effective May 1. On
the same date Mr. Kyle will be-
come a Director of Society Na-
tional Bank and a Trustee of
Society for Savings.

Mr. France, who has served as
President at Society National
Bank since its formation in Janu-
ary 1956 will continue in his pres-
ent positions of President and
Trustee of Society for Savings, as
well as Director ‘of Society Na-
tional Bank.

P B3

First National Bank of Middle-
town, Ohio, increased its common
capital stock from $1,100,000 to
$1,320,000 by the sale of new
stock, effective March 11 (132,000
shares, par value $10).

#

J. M. Killpack has been elected

“ Executive 'Vice-President and H.

R. Harris Vice-Chairmdn of the
Board of the Central National
Bank of Cleveland, Ohio. W. E.
Caldwell Jr.,, E. L. Carpenter, A.
C. Knight and Frederick Lynch
Jr. ‘have ' been ‘elected Senior
Vice-Presidents..
Fletcher

" American National

Bank and Trust Company, Indian--
apelis, Ind., on March 21, offered

holders "of "its $10 par value
capital stock rights: to :subscribe
for 100,000 additional shares at
the rate of one new share for

- each' four - shares ‘held of record:
. March_ 20, 1957.

The subscrip-
tion price is $33 per share.

- A group headed jointly by The
First Boston Corporation, City
Securities Corporation, Collett &
Company, ‘Inc;, and Indianapolis
Bond and Share Corporation will
purchase any unsubscribed shares
when rights expire at 3:30 p.m.
Indianapolis time on April 8, 1957.

Proceeds from the sale will en-
large the capital base of the bank
to sustain further expansion of its
services, particularly its lending
activity. Total loans of the bank
increased from $64,877,000 at the
end of 1954 to $110,125,000 at the
end of 1956. .

The bank’s capital, giving effect
to the current offering, will con-
sist of 500,000 shares of capital
stock, $10 par value.

# =

Marcus A. Aurelius, -retired
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Chicago banker, died on March
22. His age was 84.
A series of new assignments in
the correspondent bank depart-
ment of First National Bank in
St. Leuis, Mo., was announced on
March 19 by William A. McDon-
nell, Chairman of the Board.

Effective April 1, Carroll F.
Burton, Vice-President, will as-
sume personal supervision of
banking ' and ‘commercial cover-
age in Illinois, Kentucky, Indiana
and Missouri. Mr. Burton will
continue to assist Wilhelm R.
Mesenbrink, Vice-President in
charge of First National’s corre-
spondent department, in the
management and direction of this
division of the bank.

E. Leslie Bloom and Joseph
Orlando, Assistant Vice-Presi-
dents, Wwho are now assigned to
Illinois, Indiana and Kentucky,
will continue in this territory. In
addition, Arthur Fowler, Assistant
Vice-President, will move into
the Illinois-Indiana-Kentucky ter-
ritory.

|First National’s Missouri terri-
tory will be covered by Leonard J.
Schrewe, Vice-President; Charles
F, Teschner, Assistant Vice-
President, and Harold G. Kuhl-
man, Assistant Cashier,

Effective April 1, Tennessee,
Mississippi, Georgia, Alabarna and
Florida will be assigned to Ray-
mond T. Swancutt, Vice-Presi-
dent.

Harry L. Smith, Vice-President
in charge of the bank’s Arkansas,
Louisiana and Texas territories,
will be assisted in Arkansas after
April 1 by Louis E. Straub, As-
sistant Cashier.

William Moeller, Vice-Presi-
dent, First National Bank in St.
Louis, Mo., will retire under the
bank’s pension plan April 1, 1957,
after having been associated with
First National and its predeces-
sors for 40 years.

Mr. Moeller has represented his
bank in Illinois, Indiana and Ken-
tucky since 1938.

Upon his retirement from First
National, he is joining Schreiber,
Dail & Company, Investment Se-
curities, and will represent them
in the three state area and in: St.
Louis.

He joined the Auditing Depart-
ment of the St. Louis Union Bank
in 1917 and, when that institu-
tion merged with two others to
from the First National Bank in
St. Louis, he was- transferred to
the Credit Department.

In 1938 he became an Assistant
Vice-President in the correspond-
ent bank department and was
assigned to the Illinois, Indiana
and Kentucky territory. He was
placed in charge of this three
state area in 1944, succeeding the
late R. Palmer McElroy.

By a stock dividend, the com-
mon capital stock of The First
National Bank of Atlanta, Ga.,
was .increased from $9,000,000 to
$10,000,000, effective March 15
1,000,000 shares, par value $10).

%

. Broward National Bank of Fort
Lauderdale, Fla.,, was increased
from $1,200,000 to $1,500,000 by a
stock -dividend and from $1,500,-
000 to $1,650,000 by the sale of
new stock, effective March 13
(165,000 shares, par value $10).

i P P

The First National Bank in
Sylacauga, Ala., increased its
common capital stock from $100,-
000 to $200,000 by a stock divi-
dend, effective March 12 (20,000
shares, par value{SlO).

s 3 £

The Bank of California, San
Francisco, Calif., shareholders in
a special meeting on March 19
approved the 2-for-1 split of the
bank’s common capital stock, ef-
fective April 2. The new shares
will be issued shortly thereafter.

The split, originally proposed at -
the January annual meeting, re-
duces the par value of the stock -

|
I

from $20 to $10, and increases the
number of shares outstanding to
1,257,150 from the present 628,575
shares. Price of the stock has
been around $70 a share since the
first of the year.

At the January directors’ meet-
ing, the quarterly dividend of 60
cents a share was increased to 63
cents. After the split, the next
quarterly dividend will be de-
clared at the rate of 321 cents a
share.

Morgan Stanley Grdup

- Offers $250,000,000

American T, & T. Debs.

An underwriting group headed
by Morgan Stanley & Co. com-
prising 133 investment firms of-
fered for public sale yesterday
(March 27) a new issue of $250,-
000,000 American Telephone &
Telegraph Co. 28-year 433% de-
bentures. The debentures, which
are due April 1, 1985, are priced
at 101.2149% angd accrued interest
to yield approximately 4.30% to
maturity. The underwriting group
was awarded the issue at competi-
tive sale yesterday on its bid of
100.5399% for the indicated cou-
pon.

This is the third quarter of a
billion dollar sale of straight de-
bentures by American Telephone
within the last three years. The
most recent Telephone sale was
on July 1, 1956 involving 3% %
debentures maturing in 34 years.

The company proposes to use
the proceeds from the sale of the
debentures for advances to sub-
sidiary and associated companies,
for the purchase of stock offered
for subscription by such compa-
nies-and for extensions, additions
and improvements to its own tele-
phone plant.

The new debentures will be
redeemable at 107.214% to and
including March 31, 1959,
106.714% to and including March
31,:1960, and thereafter at prices
decreasing to the principal
amount after March 31, 1980.

A consolidated statement of
American Telephone and its prin-
cipal telephone subsidiaries for
1956 shows- total operating rev-
enues of $5,825,298,000 compared
with $5,297,043,000 in 1955. Total
income for 1956 before interest on
funded debt and other interest
deductions was $922.395,000 com=-
pared with $814,883,000 in 1955.

Bennett Adds to Staff

(Special to THE FinanciAL CHRONICLE)
HOLLYWOOD, Calif. — Leland
R. Smith and Carl G. Sohmer are
now with Bennett & Co., 6253
Hollywood Boulevard.

With Scherck, Richter

(Special to THE FiNaNcIAL CHRONICLE)

ST. LOUIS, Mo. — William J.
Frost is now connected with
Scherck, Richter Company, 320
North Fourth Street. members of
the Midwest Stock Exchange.

F. G. W. Moeller Joins
Schreiber, Dail & Co.

(Spec’ia] to Tug FINANCIAL CHRONICLE)

ST. LOUIS, Mo.—F. G. William
Moeller has become associated
with Schreiber. Dail & Co., 315
North Seventh Street. Mr. Moeller
was formerlv a Vice-President of
the First National Bank of St.
Louis with which he had been
associated for almost 40 years.

With A. C. Allyn

(Speeial to THE FINANCIAL CHRONICLE)
MADISON, Wis. — Joseph L.
Dwyer is with A. C. Allyn and
Company Incorporated, First Na-
tional Bank Building.

Marshall Co. Adds

(Special to Tz FINANCIAL CHRONICLE)
MILWAUKEE, Wis—Lester .C.
Berryman is now connected with
The Marshall Company, 765 North
Water Street. S
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Present and Future Peaceful
Applications of Atomic Energy

By DR. DAVID A. KEYS*

Scientific Adviser to the President,
Atomic Energy of Canada, Ltd.

Canadian Atomic Energy group’s Scientific Adviser predicts
the next 10 years will see a great nuclear electric power devel-

opment in Canada and abroad.

Dr. Keys estimates Canadian

known uranium ore reserves at 225 million tons and 1958
production at $300 million; explains uses isotopes have been
put to; reports on progress of nuclear power demonstration
plant costs in Canada; and speculates on future ability to pro-
vide other sources of nuclear energy. Calls attention to extent
of hydro power in Canadian. provinces, and on plans being
made to use this nuclear energy-source to propel ships, plants,
and trains as well as generate electricity and provide heat.

‘The discovery ‘of nuclear fission
and the subsequent first experi-
mental demonstration of a practi-
cal self- sustammg reactor on Dec.

: , 1942, created

‘ew fields of
amental

4 ae applled
v esearch, in-
troducing
what, is com-
monly = called

“the atomic,

age.” No other
discovery has
brought about
such world-
wide interest,
—industrially,
scientifically
and politically.

Nuclear en-
ergy has aroused a wide stimulus
in prospecting for the only na-
turally occurring metal from
which such vast quantities of
power may be released, as you
well know — uranium. But many
other elements have been found
to have special properties in this
field, such as zirconium, beryl-
lium. and deuterium, . which for-
merly. were. of -purely scientific
interest only. = Others have had
their . applications extended and
hundreds of- new isotopes of the
various elements. have been arti-
ficially created and applied in
many “industrial operations. Nine
new elements that didn’t exist 15
years ago. have . been made and
rany of these already have their
industrial uses. We are in a period
of such rapid advance in scientific
knowledge and technological de-
velopment that all countries are
experiencing a deficiency in
trained personnel to supply the
demand.

Dr David A. Keys

_ Extracting Nueclear Energy

.The basic principal upon which
all present peaceful developments
of nuclear energy depends is the
application of .the energy  released
in the form of heat and radiations
in a reactor.accompanying the fis-

sion of the isotope of uranium of:

mass 235, which comprises 0.7% of
natural uranium.  Of the several
hundred different ways of ex-
tracting this nuclear energy from
uranium’ by neutron bombard-
ment that physicists have thought
of, only about a dozen are at pres-
ent found to be feasible from an
engineering point of view. When
a-neutron enters the nucleus of a
uranium 235 atom, it causes a
violent disruption of the nucleus
into two atomic fragments which
fly apart with high velocity but
are stopped in a small fraction of
an inch by striking neighboring
atoms, thus transforming their
kinetic energy into heat. At the
same time two or three, 2.5 on
the average, neutrons are ejected
at high speeds which, by appro-
priate design of the assembly can
be made to produce further. fis-
sions, . thus creating ‘a chain re-
action releasing enormous amounts
of energy from small quantities

"*An address by Dr. Keys before the
25th Annual’ Convention of the Pros-

pectors and Devel-ners -A<znciation, To--

ronto, Canada, March 4, 1957.

of uranium. More than a hundred
reactors have been  constructed
and operated while a larger num-
ber are now in the process of be-
ing built or planned in various
parts of the.world. Many employ
natural uranium - metal,

tope uranium 235 or use salts of
uranium, while “still others ‘favor
the breeding possibilities to utilize

the fissionable plutonium and.

uranium 233 which can be pro-

duced in a reactor from the non-.

tissionable fissile materials, uran-
ium 238 and thorium 232.

Ore Production

Canada is fortunate in possess-
ing large supplies of uranium ore,
its known reserves amounting to
about 225 million tons. The annual
uranium production in Canada by
1958 will be in the order of $300,-
000,000 and it is estimated that
the total value of. the uranium
contracted for delivery before
March 31, 1962, will be in excess
of one and a quarter billion dol-
lars.

Though the conflict in political
ideologies has been a factor in
this rapid development of nuclear
energy, yet it is the peaceful uses
of this vast new ‘source of energy
which will be of ultimate benefit

to mankind’of all nations. Already -

millions of Kkilowatts of energy
are being released in reactors,
which have three main functions.
They  produce  many isotopes of
known and new elements, which
have found useful applications in
industry, agriculture and medi-
cine. Professor W. Libby has esti-
mated that already such isotopes
are saving American industries
$200 million annually and another
equal amount for agriculture. Re-
actors produce heat which already
has been used to replace fossil
fuels in the production of- steam

.for the generation of electricity.

This at the present time is of
special interest to all those coun-
tries. whose - deficiency - in fossil
fuels and hydro sources requires
the import of coal and oil to meet
their ever increasing demands for
power. And thirdly, certain types
of reactors can produce more nu-
clear fuel from non-fissionable
uranium 238 and thorium 232
than they burn up thus, theoreti~
caly at least, making it possible
in the future to use all our fissile
material for. the generation of
power. All these applications of
nuclear energy are increasing to-
day at an accelerated rate. A few
illustrations will indicate how
much this new source of energy
will mean to the welfare of hu-
manity, increasing the efficiency
of known processes, creating new
industries, improving the stand-
ard of living of all peoples, in-
cluding those of the most ad-
vanced nations, and permitting
more leisure, which mankind must
learn to use for his intellectual
improvement and advancement.

The Use of Isotopes
Isotopes such as cobalt 60, iri-

.dium 192, strontium- 90, thulium

170, thallium 204, iodine 131 and
phosphorus 32 are widely used in

) ! others . -
uranium - enriched with the jso-
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industry for radiography: measur-

ing and controlling "the -thickness

of pliofilms, newsprint, tissue
paper, tin plating, sheet metal
and the: automatic rejection -of
empty or incompletely filled
packages moving on conveyor
belts: Liquid levels in metal
tubes, fineness of slurries in tubes,

.detecting - corrosion in tubes used

in oil refineries and electrical
generating stations.. Even the
separating of coal from shale has
been accomplished on a laboratory
scale by the use of the radiation
from thulium 170. The testing of
wear on moving parts in bearings,

(1465) 25

tires or roads, coating of oil on

filaments, the discharge of elec~
trification on printing and weav-

ing machines, determination of
cracks in aeroplane propellers,

action of catalysts and the use of

Continued on page:38

‘Southern Natural Gas Company

Our Record for

Millions
of Dotlars

80

the past ten years
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Our Record for 1956

In its Annual Report, Southern Natural Gas advises stockholders that it

* Acquired a majority interest in The Offshore Company, drillers of oil and
gas-wells specializing in submerged lands off the Gulf Coast

% Made contracts for purchase of gas from fifteen additional gas fields

* Drilled 19 development wells productive of oil or gas

* Increased gas deliveries about 12%

over 1955

* Increased the regular dividend payments to an annual rate of $2.00

per share

The Results:

Gross revenues and net inconie again higher than in any previous calendar year.

Total Volqme of Gas Sold—Mcf
Average Daily Sale —Mcf

Gross Revenues
Net Income

Net Income per share

Dividends Paid per share

SOUTHERN

NATURAL

COMPANY

1956

308,307,297

842,370
$80,798,930
$10,285,355

$2.35
(on 4,375,785 shares)

$1.85

1955
274,851,165

753,017
$69,919,556
$ 8,534,139

$2.37
(on 3,596,699 shares)

$1.65

For your copy of our 1956 Annual Report, write to Dept. FC

Southern Natural Gas Company

) WATTS BUILDING, BIRMINGHAM, ALABAMA
Southern' Natural Gas Supplies The Industrial Southeast

hitized for FRASER
p:/ffraser.stlouisfed.org/
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flmpeius ‘Natural Gés_ ‘Will Give
ntire Canadian Economy

By CYRIL T. YOUNG, F.R.G.S.*
Director, Northern Ontario Natural Gas Co.

T_o‘ghe E

L

Vice-President, Prospectors

Mr. Young surveys the impetus

Canada — the best country in
the whole world to live in—is to-
day entering into the great and
splendid future which is the des-
tiny her rich
natural. re-
sourcesen-
titles her to
zmong the na-
tions of the
world. At the
outset I should
state that our
Northern On-
tario Natural
Gas Company
Limited has
directly or in-
directly all the
franchises to
serve towns
and industries
all the way from Winnipeg to
Toronto. Engineering and office
management is Canadian. We ex-
pect to be very happy with all the
Canadians we will work with,
from East to West, for high above
the wonderful natural resources
of Canada stands the loyal and the
adventurous quality of its citizen-
ship. ¥

Many of my |friends across the
north will recall my personally
filing with the Board of Railway
Commissioners for Canada an “al-

Cyril T. Young

ternative” route for Trans Canada,

Pipe Line away from the rocky
shores of Lake Superior and the
treacherous clay slides along the
rapid rivers flowing into Superior.
Slides 2,000 feet long, would, once
the forest cover is broken up on
the hillsides, slide and slip into
the rivers  taking the pipe line
with it, making gas delivery to the
East totally impossible, Following
a $2,000,000 expenditure in sur-
veys by Trans Canada Pipe Lines,
they finally adopted the alterna-
tive route filed by me with the
Board of Railway Commissioners
across Northern Ontario, and there
the pipe line will be laid in
1957-58. :

Greatest Single Project

Having been on the construction
of both lines of the Canadian Na-
tional Railways and Superintend-
ent of Resources Development
C. N. R. from coast to coast for
years and thereby knowing Canada
as few men had the opportunity
to know it, I am strongly of the
opinion that the present pipe liné
from East to West is the greatest
single project that has ‘happened
in Canada since adventurous men
and money built the Canadian
Pacific Railway and the Canadian
Northern. Few people " compre-
hend what natural gas is going to
- mean to mining and metallurgy
and the making of new mines and
processing of ores and the metals
which make Canada the envy of
80 many other countries: This can
also be said of the pulp and paper
industry, second only to mining in
its northern expansion and await-
ing other production in its further
growth which natural gas alone
can bring,

*An address by Mr. Young befere the
25th Annual Convention of the Pros--
E_ectorsvand Developers Annual Meeting;
oronto; Canada, March 6; 1957,

“Terming the east-west natural gas pipe. line, whi‘fh" may reach
Montreal in 1958, as “‘the. greatest single project that l:‘as
happened in Canada” since the Canadian railroads were built,

metallurgy, making of new mines, metal and ore-p.rocessing,

pulp and paper industry, chemicals ‘and petrochemicals, and

secondary industry, and concludes total expenditures across

Canada during each of the construction years will come to

about a billion dollars. Indicates composition of financing by

Canadians and Americans, and foresees natural gas having
a demand not envisioned in Canada today.

The Commercial and Financial Chronicle . . . Thursday, March 28, 1957

in the last five years.. Uranium
* is‘a-very large sulphur user as
Norand’s new plant at Blind River
-area -exemplifies. In the. North
‘one cannot yet foresee what re-
search” will do, for not only mine
but forest products and the vari-
ous uses’which natural gas will
be. put to not only in heating and
in other household uses as well as
industrial. Research shouald inves-
tigate pyritic golds to recover gold
values, using natural ‘gas in the
‘processing.

and Developers Association |

natural gas will give to mining, - i o F

Savings Involved
In its benefits to metallurgy,
natural- gas can- be ‘used for the
synthesis of ores and the refining
of ores where a very close .con-
trol of the process. is- required.
Because it is a clean fuel, its'lack
of ash and other residue does not
contaminate mine concentrates.
I am not unaware that when Added to this is the fact that its
clean natural gas is put into the flexibility is equally efficient in
pipe lines at the gathering stations large or small quantities - and
that there has been extracted some therefore makes it possible” to re-
of the essentials ‘such as sulphur, claim small amounts of precious
which products caused Sherritt metals with relatively small-scale
Gordon Mines to locate at Edmon- operations, ‘even permitting “the

- ton, ‘the chemical section of their final product to be shipped instead

$36,000,000 successful investment of shipping -concentrate - bearing
in the mining and processing of their higher freight rate. One can

t their ores and chemical products. study natural gas operations all

1 also know, however, that Inter- the way from; Butte southward
national Nickel, Noranda Mines towards the Panhandle where you
and others can process clean nat- will find that gas has often sup-
ural gas with sulphides which planted 'electric power and gas
these mines have in quantity. The machines 'are ;installed instead.
use of natural gas is the best The role played by gaseous fuels
method by which they can make. in the United States during the
elemental sulphur. Naturally the last 15 to 20 years is strongly in-
Province of Alberta will have the dicative of what will happen in
greatest potential recovery of sul- Canada. In 1938, 12% of the total
phur from the sour gas from which energy used in: the United States
our clean gas will be produced came from natural gas;-in 1955
and which will balance out Can- the natural gasshare has been in-
ada’s current 360,000 tons a year 'cl'ezised to 25%. Between }938 and
sulphur in import bills today from 1955, total* energy - requirements
Texas and elsewhere, —industrial, domestic’ and com-
! mercial—in the United States, in-

al and Secondary creased by about 100%. In that
Industries Samelpel'iOd, the amount of energy
On the average it costs around Supplied by natural gas increased
215 cents a pound o freight chem- by nearly 400%. :
icals from Edmonton and Calgary - In ‘a couniry as cold as the
to Toronto and Montreal and it is north coumtry, a lowering of the
informative that freight rates on costs. ,of fuel will mean much to
chemicals from the petrochemical our labor throughout,the North,

Chemic

Section of tHe Texas gas fields to lowering and equalizing™ cost of

Ontario and Quebec are still lower 311 heating - fuels -in the North,
than our Canadian rates from Ed- because from theé Scranton coal
monton and Calgary to the East. fields all the way there will yet
Were it not that the pipe line is be a lowering of freight rates and
coming through the north country,, of coal prices. Instead-of putting
the NORTH would have a still the coal dealer out of business,
greater battle to ever obtain sec- his volume of business will in-
ordary industries aided by natural crease through the accentuated
gas. Natural gas is the best fuel growth of the North. Important
yet known to man and not only industries-realizing the advent of
in the separation of nickel copper natural gas will start to move
ores with their sulphur- content northward as the $7,000,000 Du-
but also in the new processing of Pont . industry locating at  North
pelletizing iron, of which Boston Bay exemplifies. The difference
Creek-low grade iron-ore is only -is due to the fact that now coal
one example. ‘The benefits will has to roll' very long distances
not appear to the ordinary citizen from the Amerjcan fields to our
until he sees the size of the pay-| northland, whereas natural gas
rolls that will ensue from the new will flow from West to East and
industries across the North. " gas and oil in our Prairie Prov-
There is a very strong industrial inces will be to us one of the
momentum. building up in Canada gregtest gifts that a kind Provi-
today in chemicals and. in ‘their dence has given to Canada. Large
allied "industries and it can only booster stations will be erected
be compared to what happened .in.every..100 to 150 miles along the
United States during the war. route of the pipe line. = - :
With the north country’s tremen-
dous natural resources dnd Cana- _
dian know-how, we.aye going to
travel -at .a still faster
was “the case in -other
built up by" chemicals throughout —is the availability of amplegas
the world. supplies. In the ten years sincé
One of the benefits to the agri- tne Leduc’ discovery in Central

Proven Gas Reserves
The 'starting point for the de-
ce ‘than velopment. of this great new in-

“fortressed boundarv,”

ounfries dustry—the" natural gas industry -
“to deliver the gas to each market

cultural clay belts through which”
the route passes will be the pro-
duction® of fertilizing ' products

Alberta, proven gas reserves has
increased “tenfold ‘from 214 to 24
trillion cubic feet—and remember

similar to the production of fer- that these reserveshave developed
tilizers at Consolidated Smelters, Without-any specific incentive for
and thereby increase the values developing gas reserves, but oil.

of our agricultural production be-  Northern. Ontario Natural Gas
cause we all know that the con- Company has. franchises to serve
tinued. cropping of. the various municipalities:and. industries all
clay belt areas now necessitates the way from the Prairies -to
fertilizers, the benefits of which Toronto and the volume of gas
it-is hard - to. envision. It would, that .will ensue- because. of one
for instance, be a brave man who company having the business will
would have envisioned and stated- be -even greater than anticipated.

what has already happened .in' Large’ industrial users, like ‘our’

uranium and kindred metals with- pulp and paper mining ‘industties;:

will also use' what we call “valley
gas” which 'enables ‘the levelling
out of rates,” ‘affording cheaper

rates than’could be possible in an-

area where it is only residential.
Only the Fuel Board -of Ontario
can set the rates:to consumers,
and that rate has already been
carefully examined and scheduled
and will be quite low to consum-
ers. It is too early to state here
how low these rates will be, but
we know that they may even be

. lower . than "the’ gas “rates now

quoted*and probably’ only oné-
half of the cost of gas to cities
like New. York on.the eastern sea-
board.” The saving of at least $100
million per .year in U. S. dollars
will come at a time when the cur-
rent Canadian-U. S. dollar trade
balance” badly néeds that help.
There *is nothing -to  worry -about;
and - while the rates must, of
course, be high enough in their
yield to make financing on a large
scale practical in bond issues, yet
on the other hand, the rates will
still be low. When all of the mu-
nicipalities “have. had - their final
hearings before  the Board, this
can be more accurately dealt with
in a further informative announce-
ment.

The main 34” pipe line (of
which over 200 miles are com-
pleted) from the western gather-
ing stations, Trans-Canada having
expended on surveys, etc. $15 mil-
lion of private money already, will
be laid to Winnipeg, and then
through part of the north country
in '57. Also the branch line which'
will build from North Bay to
Sudbury may be constructed at
the same time, because Interna-
tional Nickel is the heaviest de-
sirable load between Winnipeg and
Toronto.  One" can envision the
lines being extended to Noranda
and beyond through arrangements
now underway, and to Blind River
Uranium field as well.

The Canadian market promises
to use at least 180 billion cubic

- feet of gas per year in the fifth

yvear of operation. ‘This oné pipée
line will deliver four times the
.amount of equivalent energy that
«will- be 'generated by the much
ypublicized  St/! Lawrence electric
power development.

Financing Northern Ontario«
Natural Gas

Bond, debenture and share fi-
nancing of the Northern Ontario
Natural Gas.will first be offered
the residents of the North who are
franchise participants and then to
Canadians in general to an extent
exceeding $30 million. Should Ca-
nadians not finance the Northern
Ontario Natural Gas .Co. bonds,
then, of course, they will not only
be offered to, but will be taken
up by our neighbors across the
Niagara “always more bond than

American risk capital as well as
their tourist trade will continue
to receive cordial welcome to Can-
ada." There are about $10 billion
invested in_the natural gas indus-
try on this continent, which is an
informative compilation.
“Demand -for natural gas on' a
cold: winter -day may be as much
as 15 or 20 times the demand on a
warm summer day: Conseouently,

- natural gas companies must main-

tain large reservesto meet these
daily peaks, and, of course; line
capacity and pressures with which

The importance of undersround

storage thus may*bé readily un--

derstood, for huge volumes of gas
must be “on tan” for instant de-
livery to meet changes in weather;
and constant ‘increasing demands
of householders heating with gas:
Approximately 45% of Union Gas
Co.’s residential customers now
use gas for their entire space heat:
ing requirements.

Underground storage simbly
means that the company uses de~
pleted gas fields — fields from
which. the original gas was with-
‘drawn and into which gas is now
pumped . during the summer, or
days of light demand

-for-the winter ahead.

because”

“ it is a tougher job across the North

,-in readiness. "

-, The Union Company presently
uses two underground- storage -
fields in Dawn Township, Lamb=
ton” County. - The approximately
15 billion cubic feet of gas they
originally contained was removed
over the years. Replenished, they
act as a .bank, upon which the
company can draw against sudden
peak demands, as well as for sus-
tained supply throughout the heat=
ing season. -Gas is forced in under
pressure. This means storage’ for
‘Alberta gas they have extensively
contracted - for ‘over a 20-year
period.
Provinces. and- Dominion I
Cooperation
The participation, in' a  link
across Ontario by - the Ontario
Government of a $35 million loan,
payable . by Trans Canada -Pipe
Line is typical of Premier Frost's '
‘aid to the North, and also his so
-admirable: -stand differing: from ;
his predecessors, rather than an
iron curtain .between the Prov-
inces and the: Dominion of Canada
so nonconstru¢five, . ;
The announéément by the Right
Honourable €, 1% Howe of the con~
struction of this important link by
this Crown company from Winni-
peg to the Head of the Lakes this
yvear, and finally to Kapuskasing
brings natural gas to Kenora and
Dryden.' Then on with all its po-
tentialities vital to Canadians to
the Head of the Lakes, which
would not have been possible had
not Right Honourable Mr. Howe,
associated with Premier Frost in-
sisted on an ‘all Canadian route, ,
which, of course, would have by-
passed Port Arthur and Fort Wil-
liam, in fact, by-passed all of,
what we call the developed
Northern Ontario country down
to North Bay and Sudbury lying .
beyond the Head of the Lakes.
The franchises for furnishing
gas from the main pipe line to the
cities, ‘towns, and huge industries
at the Head of the Lakes, Kenora
.and Dryden, are controlled by the
Northern Ontario Natural Gas Co.,
-affiliated with Twin City Gas Co.,
and on this project alone the esti-
mated expenditure at the Head of
the Lakes is $10 million. This
amount of mgney has nothing to
do with the cost of building the
main pipe line. :
To consumers across Canada let
me make it crystal clear that Nat-
ural Gas does not have the explo-

" sive hazards of manufactured gas

at all. Further, the Government
in Ontario is going “all out” in the
matter of safety appliances, even
as to the manufacture of gas ap-.
pliances to be installed by dealers
to customers everywhere in On-
tario, Inspection is also a “must,”
as well as is servicing by the vari-
ous gas companies taking gas from
the main pipe line. Their coop-
eration with town and city instal-"’
lation’ for pipihg in streets is one .
of tremendous magnitude all thé’
way from Winnipeg to Montreal.
In all this, Mr. Archie Crozier,
Chairman- of the Ontario Fuel
Board has been-so very business=!
like and diplomatic, with all the
conflicting interests,. as .to . .here’
‘merit mention,  as also has .the"
Honqurable Mr. Porter and Pre-
mier-¥rost. - As -construction pro-
ceeds, thes=” Ontario links must
have pipe - line laying companies
of the highest standard like Cana-:
dian Bechtel -and Mannix. because
country -than ‘through the prairie .
nrovinces. It involves “top” pipe.
laying ‘eauipment, not second to
‘Texas. Thi< wonderful pipe line—:
largest in the world is no stronger
than its weakest link. ) ’

Refugee Labor Supply

It is vital to mention labor here
because of the statements of the
admirable Gordon Report, and in
all the Bank President’s -yearly
statements that labor and material
will prove a “bottleneck” in fur-
ther construction this year. Para-
mount- in relieving this situation”
of 'lab 1 be the influx of high-
class young immigrants from Hun~-:

-~ Continued on page 37 -~
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lt’s a Man’s Duty to Teach
His Wife to Be a Widow

By MRS. CHARLES ULRICK BAY*

Chairman of the Board and President, A. M. Kidder & Co.
Executive Committee Chairman and Director,
American Export Lines, Inc.

. First womanto hold poéitions of Chairman and President in
- a New York Stock Exchange firm-contends “it's every man’s

duty to teach: his wife to be a

The A. M. Kidder &

widow.”

. 'Co. top executive outlines .eight -vital steps necessary in edu-
. cating a wife to handle her own affairs, and sketches the extent
. -her .own -hushand- developed ‘this educational process. Mrs.
. Bay maintains the. statistics are with the wife, they cannot be
changed,-and, it is the women who are inheriting theEarth.

Amencas women have come a
ll_)ng way since Susan B. Anthony
first voted her way into the jail-
house. Today, women, and I rev-
erently say,
bless them,
have the vote,
they have the
wealth, and
they have §
their say-soin
virtually every
purchase
made.

Today wom-
en hold over
20 - million of
the nation’s
jobs. The
ranks of wom-
en in industry
and business
grow daily. And they will con-
tinue to grow.

To our country, the employment
of women in increasing numbers
has become most essential. This
was recognized in the report last
week of the National Manpower
Council which. reported to Presi-
dent Eisenhower that this rapidly
increasing employment of women

Mrs. C. Ulrick Bay

has added a new dimension to the.

nation’s total manpower resources.

1’d like to go a little further. I'd
like to say that the increasing
employment of women has added
a new potential for executive
manpower.

We certainly don’t assert that a
woman has” any special. claim_to
authority and position just be-
cause she is a woman.

Need More ‘Female 'Executives

But, what we do assert is that
today’s woman — especially, the
gifted and enterprising. woman—
bhas a new and deeper respon51-
bility than ever before in our
history. She has a responsibility
to carry her share of the leader-
ship along with' men .of equal
ability.

Frankly, there are not enough
women in top executive positions
in today’s business  world.

Thousands of men are serving
- as'top brass in thousands of busi-
nesses—but the number of women
in such jobs you can count on the
fingers of your two hands.

A top executive position re-
quires. many abilities. It requires
a combination of good judgment,
emotional maturity, stamina, and
enterprise.

Only a minority of business
people possess these needed abili-
ties.

It is a rare man who can serve
as a good chief executive.

And let me say right here that
there are just as many rare women
in. this country as there are rare
men.

One of the reasons, I believe,
that more women are not holding
executive “positions is that too
many women underrate them-
selves.

Women have many talents,
many abilities. For example, many
women do an expert job in home
management — running - a house-

hold, planmng an addition to the.

.house supervising the contractor

#An address by Mrs. Bay before the
Young President’s. Organization, White
Sulphur Springs, March 20, 1957. 2

‘lems,

-wife.

in a manner that would do credit
to the administration of a major
iron and steel company.

. The skillful, intuitive bargain-
ing abilities of women are well
known.

America -needs .leaders.

Our country is woefully short of
executive leadership.

And this situation promises to
become worse as the years roll on

} and our country, its gross national

product -and its population grow
like Jack’s amazing beanstalk.
What a tragedy it would be if

. we were to maintain the old super-

stitions which wall out millions of
capable -executives merely be-
cause they are women. .

What a loss it would be to the
nation in economic misdirection,
in lagging product designs, in im-
paired employment relations, and
in ill-conceived financing.

Indeed, in this crucial period of
rivalry with the Sov1ets, the very
secunty of our nation is involved
in this problem.

No talented woman should stand

back today.
- Now, of course, every woman
can’t step right out of her home
into -the business world. I know
that many of you have many prob-
some . of varying ages at
home. I know that you have many
important responsibilities.

Making Women Partners

But there. is something you can
do—at home—to take your place
with America’s women. And that
something is to get your husband
to tell you more about his busi-
ness.

Your husband’s business should
be ‘your business. Knowing more
zbout it will make you a better
Knowing -more -about his
business.will prepare you for any
eventuality.

There are still too many men
who " regard us as just “sweet
things” to be provided for but not
to be told anything.

A few weeks ago I had the
privilege af appearing with that
wonderful lady of television—
Arlene Francis—on her coast-to-
coast NBC “Home” show. Nat-
urally, we talked about widow-
hood,- and I told her how my
husband, quite unknowingly, had
prepared me for the presert.

Many women all over the coun-
try wrote to me. Many thought I
kad done something wonderful by
pointing out that husbands should
tell their wives more. The hun-
dreds of letters were most. up-
setting to read. In fact, nearly
all of them could be summed up
in the words of a lady from New
England who wrote: “The only
thing in business that I share with
my husband is signing the joint
income tax return.”

Fortunately, my husband -and I
were always partners.

He shared his thinking with me.
1 always thought that maybe a lot
of people wondered why I was
always trailing along with him to
business ‘luncheons. and confer-
ences. )

During our long stay in Norway,
when my husband was.beset with
many official duties, and when it
was- necessary  to run his. busi-
nesses by long distance, I was his
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-sounding poard, chief counsel and

closest business partner. Time and
time again he’d discuss a business
problem with ‘me, urging ine to
take the opposite viewpoint to
help clarify his thinking. “I want
you to understand what I'm doing
and what I'm planning to do,” he
said many times.

All of this — this sharmg of
thoughts and plans, this eagerness
for. my thinking—was evidently
all_part of my husband’s plan: to

‘make certain I understood busi-
ness in"general—and his own ac-:

tivities in particular.

I am grateful for this rich and
varied experience. I now have an
opportunity to carry on the ideals
of ‘my husband, and to actually
put to work the-knowledge I have
acquired over the years as his
business partner in varied. enter-
prises.

Educate for Widowhood

My  big pomt——and I'd like to
stress this agam and again—is that
it’s every man’s duty to teach his
wife to be a widow.

I will never understand why so
many husbands fail to" plan for
their wives’ widowhood in spite
of the statistics that show that
women outlive their husbands at
least seven years.

Primarily it’s because we all
have that ‘it can’t happen to me”
attitude. To most young and mid-
dle-aged Americans death does
not .seem inevitable.. We persist
in :this attitude even though in
this country more young people
are killed in highway accidents
and more middle-aged husbands
are killed by heart attacks than
in any other country in the world!

The statistics are with the wife.
They can’t be changed.

Don Rogers, in his excellent
book, “Teach Your Wife to Be A
Widow,” which I hope all of you
will take the:time to read thor-
oughly, comes up.with a startling
and profound fact. It’s this:

The best wives often make the
poorest. widows.

The girls who devote most of
their lives to being good com-
panions, good homemakers, good
mothers, hard workers in their
community . affairs and churches,
are generally the ‘ones. who know
the very least about managing

their. husbands’ estates. 'They are -

babes- in the. woods- when left
alone—they are the girls who. are

at the mercy of the business world.

when they find it -thrust upon
them.
‘ Rare indeed is the.wife- who
knows all that can be known
about her husband’s business life.

Is there a wife in this audience
who knows, or is there a husband
in this audience whose wife
knows:

All about her husband’s income,

All about his investments.

All about his debts.

All about how he handles his
family expenditures.

All about his business enter-

prises.

Where his will is filed.

How much insurance he carries.

Who will be administrator of
his estate if anything happens to
him.

How much of a tax bite will be
made on his estate.

Who Inherits the Earth?
Let’s at this point face a rather
blunt fact: One of the beatitudes
in the Bible is a bit outdated. You
know the one where it says that
the Meek Shall Inherit the Earth.

Well, it’s no longer "quite true—

or perhaps it’s becoming too true.
At any rate, it’s not specifically
the meek who are inheriting the
earth—it’s the women!

The latest survey conducted by
the New-York Stock Exchange on

-the ownership of the securities of

publi¢ corporations shows that a
little better than half of the stocks
owned in tkis.country are in the
possession of women, A majority
of - these women, -of -course,. in-

herited  these stocks from their

husbanda

'So. when, we consxder the fact-

that his- wife is quite likely ‘to
survive him, it seems to mé that
a man is plain negligent when he
is willing to work himself -to-an
untimely -end for  the sake of
acquiring some wealth, and then
fails to instruct hlS wxfe what to
do with it. -

*If he’s going to dump 1t into the

hands -of a naive and inexperi-

enced wife, he has wasted his life.

Women have a flair for business
details that men seldom possess—
and that once she’s innoculated
with the business bug, a wife

makes the -best business partner da

a- man ever had—and his reward
will be tenfold  because -of - the
peace of mind it brings.

Need I tell an audience. as
sophisticated as this one of the
paramount importance of a will?
I would add, however, that it's
not the oldtimers who need a will
most, it’s the younger married
couples. A young wife faces many
more years of possnble widowhood
than does an aging wife.. And a
will is the most necessary funda-
mental structure of a peaceful and
secure widowhood.

Eight Vital Steps

There are eight vital steps nec-
essary for the husband to take in
teaching his wife to handle her
own affairs. They are:

Teach her to handle budget
matters, to write checks, to plan
the family spending programs.

(1467) . 2T .

Prepare her for some gainful
.occupation. . .
See that she understands theu
stock market and the handling" of
investments. -
> Make sure : she gets to know.
your. banker, your broker,” your
insurance man and your lawyer.
And then, to give her the tools
to- work with.
. Prepare a will..
- Stretch ‘ insurance to: cover the
mortgage on your.home. ]
Keep some emergency money
in her own private sayings .or
checking account.
Write her a letter instructing
her what to do and what not.to

I know that this subject is not
a pleasant one, but I surely don’t
need to tell anyone that this sub-
ject is.most :important.. .It’s not-
.only most important to husbands
and wives, but to the nation and
its future.

If I have convinced only one

husband - to tell. his wife more
about his business, I am most
happy.
1 confldently look forward to
the day, maybe not too far off,
when all husbands will take theu‘
wives into their confidence.

I am hopeful that in my new
responsibilities. I can help make
this come true.

With Curran Co.
. (Special to THE FINANCIAL CHRONICLE)
SACRAMENTO, Calif. — Ray-
mond E. Flaniken'is now with The
Curran Company, 4336 : Fourth
Avenue,

‘a year of
‘continuing

GROWTH

PROGRESS = STABILITY'

HIGHLIGHTS:

N COMPLETION OF CONSTRUCTION PROGRAM: Two new
manufacturing units were added in 1956 —increasing
capacity 509 over 1955. This marked the completion of.
the Company’s current expansion program,

M SALES: Tile sales rose 209%,.
. W EARNINGS: Net profit amounted to $1.56 per share versus

$1.49 a year ago.

B CASH DIVIDENDS continued at $.70 per share (including
a 10¢ extra payment). 1956 marked the 9th year of un-

interrupted payments.

M STOCK DIVIDEND of 5%, was paid in September—increas-
ing the number of shares outstanding from 645,200 to
>

6717,460.

A copy of the annual report
booklet may be obtained by
w8 1riting the Company at Lansdale.

Manufacturers of ceramic
wall and floor tile

AMERICAN

ENCAUSTIC

TiLing Company, INC.

“America’s Oldest Name in Tile”

Lansdale: o

Pennsylvcnw- =
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Significance to the U. S. of
. Quebec's Low Grade Iron Ore

R
¥,

By ROBERT BERGERON *
Staff Member, Department of Mines,
Province of Quebec

. Quebec mineral’s expert probes the varied and extensivg irgn
deposits, 'describes the activities: of the mining companies in
the Province, and ascertains significance of Quebec develop-

ments for the United States. While there still are obstacles
to bringing these large, low-grade iron deposits into :produ'c-
tion, Mr. Bergeron believes even the remote deposits 'Wl“
pay off. Author states that large scale mining and feasible
beneficiation techniques provide answers to rapidly diminishing

Lake Superior ores and s

Large scale mining and bene-
ficiation of low grade iron ores
provide answers to two major
problems now facing the United
States steel industry, namely the
rapid exhaustion of the “direct
shipping  ores” of the Lake
Superior area and the sharp need
of steel scrap and lump ore, both
of which have been essential to
the open hearth process which
produces 90% of the steel in North
America. The beneficiated con-
centrate, properly agglomerated,
has higher iron content and a
lower moisture than most “direct
shipping ores.”” It can be used in
the blast furnace which makes pig
iror, and in the open hearth fur-
naee which converts pig iron to
steel. In the latter operation, the
need for scrap steel is cut 50%.
In 1955, consumption of low grade
iron ores in the United States,
was about 1% of the total con-
sumption of iron ores. In 1984,
it will be 27%., according to Verne
D. Johnston’s estimates.l

The mineral resources .of the
Province of Quebec are known to
be varied and extensive. This is
particularly true of the iron ores.-
In addition to the large and -re-
markably high grade deposits of
Iron Ore Company of Canada in
the Scheflerville area, huge de-
posits of low grade_iron-bearing
materjal have been found in many
parts of the province. The loca-

tions of most such deposits gpe,these claims,

shown on the accompanying map.

District of Lake Mistassini

A number of mining companies
have searched for iron deposits in
the Lake Mistassini district. The
most aclive companies in the area
are Canadian Cliffs, Limited, and
M. J. O'Brien, Limited, which
jointly control more than 500
claims in a belt about 30 miles
long. The first mentioned com-
pany is a wholly-owned sub-
sidiary of Cleveland-Cliffs Iron
Company, which has had expe-
rience in the treatment of low
grade iron ores in the Marquette
Range in Michigan. Exploration
work was initiated in 1952 and
included considerable detailed
geological mapping, trenching and
stripping, surface sampling,
ground. geophysics including dip
needle ‘traversing, and a limited
amount of diamond drilling. A
number of deposits have been lo-
cated as a result of this work.
Metallurgical tests were per-
formed on the low grade iron-
bearing material.

An average crude analysis of
18 samples taken in two ore zones
gave roughly 31% iron, 50%
silica with low sulphur, mangan-
ese, alumina and titanium dioxide.
A Davis magnetic tube test with
a 100-mesh grind gave a concen-
trate averaging 66% iron and 8%
silica. -

*From an address by Mr. Bergéron
Bl;eunted -W'“h the permission of the

puty Minister, Department of Mines,
Province of Quebec, before the 25th An-
nual Convention of the Prospectors and,

' Developers ‘ Association; "Toronto; Canada,
March™6, 1957, -

teel scrap and Jump ore.

The iron ores of the Lake Mis-
tassini district are low grade but
have good concentration charac-
teristics. 1f a large tonnage is
available, the probable future ac-
cessibility of these ores with the
improvement of transportation
facilities (most of the deposits are
located less than 100 miles from
the town of Chibougamau), could
make this area an important
source of iron ore.

District of Mount Wright-
Mount Reed e

Three main companies have.
been actively searching iron ores
in the area. These are Bellechasse
Mining Corporation, Quebec Co-
balt and Exploration, Limited, and
Cartier Mining Company, Limited.

Bellechasse Mining Corporation
staked claims in the Mount Wright
area in 1952, This was followed in
subsequent years by detailed geo-
logical mapping, dip needle sur-
veying and diamond drilling. The
company reports that this explo-
ration work has indicated roughly
100 million tons of ore grading
about 30% iron. A preliminary
study of concentration techniques
has shown that a cemmercially
acceptable concentrate could be
produced. In 1956, the company
granted an option on its Mount
Wright property to W. S. Moore
Iron Company, which will con-
tinue the . exploration work on

““"As a result of an air-borne mag-"
netometer survey done early in
1955, Bellechasse Mining staked a
group of 60 claims in the Midway
Lake area approximately 25 miles
southeast of Mount Wright. Ex-
ploration work, consisting mainly
of - detailed geological mapping,
trenching, surface sampling, and
dip needle traversing, has indi-
cated a possible large tonnage of
iron - bearing material grading
30% to 31% iron. Preliminary
concentration tests have shown.
that a concentrate grading 68% to
69% iron and.5% silica could be
oltained. In the spring of 1956,
the company granted an option on
its' Midway property to Midway
Iron Company, a subsidiary - of
Pickands Mather Company.

Quebec Cobalt and Exploration,
Limited, has outlined a large ton-
nage of iron-bearing material
grading 32% iron. The iron oxides
are mainly coarse hematite with
minor magnetite. Jones and
Laughlin Steel Corporation ac-
quired an option in the spring of
1956 on this large, low grade, iron
deposit. Drilling and other test-
ing of this deposit was started
during the 1956 season and will
be continued in 1957.

Cartier Mining Company, Lim-
ited, a subsidiary of United States
Steel Corporation, explored “the
Matonipi Lake area; approximate-
1y 60 miles east pf Mount Reed in
1951, . Exploration .work started
in the Mount Wright-Mount Reed
area in 1952, when many groups
of claims were staked. The com-

.. A“An Expert Lpoks at Iron Ore ,Squrcen..
in 1984"; Eng. and quinz Journal, Vol.
156, No. 12, pp. 86-89, 1955. -
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pany did a great amount of dia-
mond drilling, detailed geological
mapping, “prospecting, and geo-
physical surveying between 1951
and 1956.. Many deposits contain-
ing a very large tonnage of iron-
bearing material grading approxi-
mately :30% iron were outlined.
Cartier Mining has recently an-
nounced its decision to bring its
deposits into production. - This
undertaking involves: the build-
ing of a concentration plant in the
Mount Reed area with -an annual
capacity of 10 million tons of high
grade pellets; the organization of
open pit mines capable of produc-
ing up to 25 million tons of low
grade ore -annually; the construc-
tion of a railway joining Shelter
Bay, on the north shore of the St.
Lawrence River, to Mount Reed,
a distance of 187 miles; the erec~
tion of a hydroelectric power
plant on the Hart-Jaune River;

the erection of a mining town in-

the Mount Reed area; and the
organization of docking, loading
and ‘storage facilities at Shelter
Bay.

District of Ungava Bay

Following the discovery of di-
rect shipping ore in the Scheffer-
ville area, many mining com-
panies have searched for similar
material north of the holdings of
Hollinger North Shore Explora-
tion Company. No high-grade ore
was found, but a huge tonnage of
concentrating grade, iron-hearing
material has been disclosed within
the sedimentary iron formation of
the northern part of the Labrador
Geosyncline or the Labrador
Trough. The Trough is a folded
unit of sedimentary and volcanic
rocks intruded by mafic sills and
extending from the Mount
Wright-Mount Reed area to al-
most the northwest tip of Ungava
Bay. Iron formation is known to
occur throughout most of the
length of this belt. ,

Four main companies hold min-
eral = exploration licenses and
claims in the northern part of the
Labrador Geosyncline. These are:
Consolidated Fenimore Iron Mines,
Limited; Oceanic Iron Ore of Can-
ada, Limited; International Iron.
Ore, Limited; -and Atlantic Irork
Ore, Limited. "~ L

Consolidated Fenimore Iron
Mines, Limited, holds two blocks,
one on Larch River about 20 miles
west ‘of Kaniapiskau River, the
other.in the vicinity of Leaf Bay.
Exploration of the iron formation
included detailed geological map-
ping, = representative sampling,
surveying, prospecting, and ap-
proximately 30,000 feet of dia-
mond drilling. The .company re-
ports that one billion tons of con-
centrating-grade ore. have been
indicated. More than 90% of this
is withini 25 miles of tidewater.
Fenimore also has made extensive
studies concerning -beneficiation:
techniques and the location of

docks, mill site and town site.

However, -early in 1956, the com-
pany announced its intention to
delay a final decision. as-to pro-
duction until all available infor-
mation had been gathered and in-
vestigated. The North Finger Lake
deposit would be the first one
worked. This contains about 200
million tons of ore and is located
some 20 miles south of Leaf Bay.
The initial annual production
would be one million tons of con-
centrate. The best process avail-
able would be a straight magnetic
separation with flotation cells for

cancentrating the tailings. During.

the 1956 season the. company
started building an airstrip south
of Leaf Bay. )
Oceanic dIron Ore of Canada,
Limited, which is controlled by
the Rio Tinto. Mining Company of
Canada, holds two blocks and
claims in the area south of Payne
River. Following a -preliminary
investigation of the area in 1954,
the company carried out an ex-
tensive program of exploration in
1955 -and. 1956. ‘This included sur-
face exploration, detailed geologi-

cal mapping, surveying and dia-
mond drilling. Most of the drill-
ing was done at the Morgan Range,
a prominent range of hills extend-
ing  northwesterly some 12 miles
from Morgan Lake about 20 miles
south of Payne Bay. Mapping and
drilling -of a part of this range
have indicated. 275 ‘million long
tons of iron-bearing. material
grading approximately 32% iron,
with an additional 85 million tons
of lower grade material underly-
ing the principal iron band. Esti-
mates of' tonnages in adjoining
drift-covered areas-based on in-
complete drilling results and one
a magnetometer survey raise the
overall -total by 165 million fons.
Drilling of another iron range on
the south shore of Payne River
was started near the end of the
1956 field season.

Payne Bay is one of the best
of -the few potential harbors in
Ungava Bay. A favorable site for
docks capable of handling the
Jargest ore boats is found on
Oceanic Iron Ore property. A big
difficulty is the shortness of the
shipping season, which extends
from about July 15 to Oct. 25. To
offset the short season, it is pro-
poséd to ship ore concentrates
during the summer from Ungava
Bay to a storage point where
trans-shipments could be made
during the winter months. The
coast immediately south of God-
thaab, Greenland, is said to offer
favorable sites for that purpose.

The production of the iron ore,
or concentrates, of the Morgan
Range would be hauled to. Payne
Bay for shipment. Preliminary
surveys to locate a railroad be-
tween Morgan Range and Payne
Bay have been completed. 4

Beneficiation methods have been
carefully investigated, and con-
centration tests on the magnetic
iron ores have shown that a 65%
iron concentrate in the form of
pellets can readily be obtained.

During the summer of 1956,
Oceanic Iron Ore had a number
of independent consultants and
specialists examine ils properties
south of Leaf Bay in order to de-
termine the methods of producing
iron concentrates at a profit. Plans
call for an open pit mine, a proc-
essing plant, a town site, an air-
port, a seaport, storage facilities
and-as already mentioned a trans-
shipment port., All this would rep-
resent a. minimum expenditure of
$100,000,000. The initial annual
production rate has not been an-
nounced yet. It will probably be
at least two million tons of pellets.

Atlantic ¥ron Ore, Limited and
International Iren Ore, Limited,
obtained in 1953 two mineral ex-
ploration licenses on the west
coast of Ungava Bay. These two
companies, controlled by C. S.
Eaton, are owned by Consolidated
Premium Iron -Ore, Limited, a
Canadian investment company.

International Iron Ore holds a
license on 600 square miles north
of Payne River. In the vicinity of
Robert Lake (latitude 50025’ N.
and longitude 70030’ W.) and par-
ticularly at Kayak. Bay near the
mouth of Payne River, detailed
geological mapping, sampling and
drilling have indicated large ton-
nages of concentrating grade iron-
bearing material.

Atlantic Iron Ore’s license
covers about 160 square miles in
the Hopes Advance Bay area. In
the vicinity of the bay and north
of -Ford and Red Dog Lakes, 16
and 8. miles west-northwest of it,
exploration work has indicated
large tonnages of iron-bearing
rocks of concentrating grade.

Production studies are now in
progress
should come within a few months.
The construction of an airstrip
was completed last fall. Concen-
tration tests have shown the pos-
sibility of -obtaining high-grade
iron pellets. A transshipment
point, roughly 660 miles from

-Hopes Advance Bay has been

‘selected by the company at Rype
Island near Godthaab, Greenland.

and a f{final decision’

Plans call for"shippiﬁg 10 million

-tons annually from' Hopes Ad-

vance Bay, starting between 1958
and 1960. The overall cost of the
project would be in the neighbor-
hood of $100,709,000.

Other Low Grade Iron Ore
Deposits in Quebec

Aconic Mining Corporation
holds an extensive magnetite sand
deposit located at Natashquan on
the north' shore of the St. Law-
rence, about 530 miles northeast
of Quebee City. The company es-
timates the probable reserve to
be between 15 and 18 billion tons
of magnetite-bearing sand grading
approximately 4% iron. The an-
nual current iron concentrate pro-
duction 'is about 40,000 tons, but
the company expects to increase
this to 100,000 tons by April 1957,
and to 1,100,000 tons by 1959.

The Hilton mine, formerly
known as the Bristol mine, will
soon produce iron pellets. This
mine is located about 20 miles
northwest of Ottawa and is now.
equally owned by Stelco Mines,
Quebec, Limiled, and by Bristol
Quebec Minihg ‘Company. :The
latter, in turn, is owned by Jones
and Laughlin Steel Corporation
and Pickands Mather and Com-
pany. The ore will come from a
low grade magnetife deposit
which was discovered in 1870 and
worked between 1872 and 1894, It
has recently been decided to re-
open the mine and build a concen-
trating plant for an annual pro-
duction of 600,000 tons of pellets
grading about 667 iron. Mining
will be done by open-pit methods.

Magnetic iron ore grading 32%
to 359 iron was discovered a few
years ago mnear Dunecan Lake,
about 56 miles southeast of Fort.
George on James Bay. Pr<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>