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EDIT ORIAL

As We: See It

The President is again.. askmg Congrees to>

appropriate large sums of money to be expended ' M, Hyper explains why market may hold awhile or even

in the education of. the. American. people, adults

as - well as the younger!generation. In doing so
he places “principal emphasis .on- our' national ..
security requirements.” He seeks-better and more: -

training in science. and mathematics.. He places
his - program. before . Congress as .a temporary
measure- made necessary,so he believes,. by the
needs of defense. . He is careful to begin with a
carefully prepared statement to.the effect that
education is and ought.to be primarily. a.local
function locally financed, adding that “the.bond
linking home and school and community . . . is
a precious asset of American education.” But,
so he explains, -exigent - circumstances make. it
necessary to' take certain steps which,- however,
must not be permitted to weaken this bond,

. There can be no doubt that the Président is
reflecting a. rather-general feeling of .uneasiness

aroused by the Russian sputniks and what is be- -
lieved to be.the 1mp11catxons of the success the

Soviet has had in placing these relatively large
objects in orbit. Whatever! success. the - Chief
Executive may have in" persuading Congress to
accept his particular program at this time, it ap-
pears clear that the great rarnk and file are defi-
nitely uneasy and in a mood to demand- some-

thing from the Federal ‘Government. For -our :

part, we _do not fully share the popular notion
of the vast importance of these Russian triumphs,
but there can be little doubt that they have cre-
ated a sensation throughout large sections of
the globe. Nor is there- room for doubt that
we are in danger of a shortage of men trained

-Continued on page 32

SECURITIES -NOW ' IN REGISTRATION——Unﬂerwriters, dealers -and investors in corporate .-
securities are afforded a complete picture. of issues now registered with the SEC and poten- .
tial undertakings- in -our. “Secnritles in Registration” Sectloh starting - on page 40.-
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Stqck Marl:et Prospecls

"By AUGUST HUBER * - -’

Partne;-, Spencer Trask & Co., New Ybrk City
~ Members: New York and American Stock Exchanges

extend ‘récovery moderately further; ~suggests:'certain -
‘'selected issues for-purchase -on: a“ downward averaging -

scale; and advises keeping buying ‘power reserve should ‘ -

present intermediate movement not prevent completion of
primary  downtrend. 'The" author attributes. present 'im-
provement to increased confidence regarding plans for
public - spending, tax, monetary-credit ' sectors - and to
optimistic utterances by government and business lead-
ers, and contrasts this with forecasts of declines in capi-
tal ‘spending, . exports, inventories and profits. Notes

‘political éxpediency factors influencing underlying infla--
tion prespects, and ‘calls attention to changed credit and -
debt condlhons lll this. recession compared to earlier

. postwar ones..

-In s1)1tc of the less favorable busmcss news—lower
business activity, declining earnings, a_few :dividend
reducnons, etc.~-the- stock market this week extended

its" )ecovely movement to a new
high from- the low pomt reached last

. October, . -
The better sentiment thus evinced
. apparently stems from greater con-
. fidence that Government  counter-

. measures, primarily, will later effec-

_ tively turn about the business decline
now in progress.
These Government and monetary
" measures are:

(1) Increased Government spend- )

ing for defense: The increase in “Ob-

ngatlon Authority” of some $3 billion

# . is expected to be quickly translated

“! _ into new orders for defense projects.

August Hub. Although the funds will not flew to
the manufactur ers as actual Government “expenditures”

until the work is completed and paid for, an initial eco-

nomic impact is felt as orders are placed. With the orders

Continued on page 36
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Quarterly InvestmentCompanySurny

Confidence Durin Mverﬁy .‘
Displayed By Funds

. “Chronicle’s” analysis of .investment .companies’. pl't- w :
folio operations during. final - quarter -of :1957 . reveals
maintenance of long-term “constructive - policies -towasd : ;
common stocks.” Overall volume of buying ‘and uﬁg
contracted, but excess of purchases over sales was well
mamtamed except by’ most- closed - end - compamies. :; -

.- concentrated chiefly in defensive groups; including feads; - -
utilities, ‘tobaccos; . with good:-buying also’ moted: in
banks, drugs, Dlll, and . papers. - Mixed : attitude -shown |
toward aircrafts, airlines, motors; electricals, machimery, |

metals, -natural- gas, rails, tires, and steels.

[Tables appearing on. pages. 23 and 24 show Fumll"

comparative investment positions; total common stock

and. other securities .transactions; and individual com-
mon stock transactions by industry. groups.]

During the final quarter of the old year, 1957, while
the common stock averages again registered a subshnﬂal
decline :of 9.3% net after an interim loss of 11%, mest

. open-end fund managements maintained their long-term *
constructive attitudes toward common stocks, This is .
‘underlined by the portfolio activities of the' open-emd °
balanced funds with their comparatively high degree of
discretion.concerning the disposition.of their incoming
money,' Of .the balanced funds, 21 chose to. buy equities |
on balance, while seven were net sellers, with two com-~
ing out. about even. L

In the case of the open-end stock funds under review, :
we find that 19 were net buyers of common stocks, while ;
four were net sellers, with six representing an- appxwxi-:
mate stand-off.

On the other hand, the closed-end managements, not :
including Tri-Continental (with its inflow of cash.from !

. the exercise of its warrants), sold equities on. balance :
during .the depressed quarter. The closed-ends, pre-.
sumably enjoying the highest freedom of action (in-i
cluding. the absence of promotional window-dreasing :
pressure), showed net liquidation of common stocks in

Continued on page 22:
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The Security I Like Best

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country , ;o
participate and give their reasons for favoring a particular security. Di-Noc Chemical Arts, Inc.—W.

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

W. H, HOLLY

Vice-President and Secretary
Saze, Rutty & Co. Inc., Rochester, N. 'Y,

Di-Noc Chemical Arts, Inc.

During these uncertain times
when security prices are depressed
and when many companies  are
reporting -lower sales and earn-
ings, it is a :
pleasure to i
call attention -
to a company
that will
probably
show earnings
more than
double of
those reported
in 1956. The
company is
DI-NOC
CHEMICAL
ARTS, INC. of
Cleveland,
Ohio.

In 1945 sales
of the company were about $900,-
000. It is expectéd that sales this
year will be in excess of $3,000,-
000. Orders received for the nine-
month period. ending Sept. 30,
1957 were the largest in the com-
pany’s history. Top management
of the company predicts that 1958,
barring unforeseen economic con-
ditions . to. hinder, will be even
greater than 1957.

Earnings after taxes for the first
nine months of the year- were
$179,358 as compared to $67,857
for the same period of 1956—or
67¢ .a share as'compared to 26¢
a share for the nine-month period.
As of Dec. 31, 1956 there were
269,637 shares of stock outstand-
ing. However, the company has
recently purchased an old, estab-
lished firm in St, Louis, The G.

W. H. Holly

Cramer Dry Plate Co., of which "

it took possession on. November 1.
As a result of this purchase there
will be an increase of the number
of shares outstanding to about
280,000 shares. On the total stock
it is expected that earnings will be

in excess of $1.00 per share for the -
year ending Dec. 31, 1957. There.

is no bonded indebtedness  and no
preferred stock outstanding. How=
ever, the company does have a
long-term loan on very favorable
terms, -both as to interest and
principal payments.

The company was . incorporated
in 1923. From that  date until
1930 it received most of its busi=
ness from the advertising field in
the form of point-of-sales ad-
vertising such as window valances,
door signs, truck signs, ete. Early
in 1930 at the suggestion of the

largest company in the automo-

tive industry, the company de-
veloped a new wood grain type
transfer for the interior decoration

of automobile bodies. At that

- time about 75% of the company’s

business was derived from that
industry and the radio and furni-
ture industry. At the present time,
while sales to the automotive
industry are substantial and con-
siderably greater than in those
vears, it represents less than 189%
of the total sales today.

As a result of World War II, the
company suffered serious reverses
for about two years as it was not
eauipped for the majority of the
war requirements and during that
period developed several new
products.
photographic system for making
copies of engineer's drawings,
lofts, etc. and another, a dimen-
sionally -stable photographic film
for industrial use. Sales of these
two products have risen during
the last 10 years from $80 000 in
1947 to. approximately $1,500,000
in 1957.

One of the most recent develop-

One . of these was a {

ments by Di-Noc Chemical Arts, Indian Head Mills — Leon Levy,.

Inc., is a process for upgrading
low cost plywood:. This can-be

produced -and marketed at about -

one-half the cost of ‘good veneer
panelling now on the market. This
is being marketed under the trade
name of DINOLITE through:a
new company formed in -associa-
tion with a  mnationally-known
lumber company and with 50%
of the capital owned by.Di-Noc
Chemical Arts, Inc. and 50% by
its associate. It is expected that
the mnew company will - be~in
operation early -in January . of
1958, and for the purpose . of
manufacturing this material a new
building has been erected -in
Wickliffe, Ohio. ;
The new company will use the
Di-Noc process exclusively .and
will furnish distributors in various
parts of the United States and
Canada with prefinished plywood
panels. The company will operate
as an independent unit but will
be under the supervision of Di-
Noc Chemical Arts, Inc. Many
other new products are in the
process of development but are
not ready for detailed explanation,
The common :stock is .selling

around $10.50 per share in' the”

Over-the-Counter market,

LEON LEVY :
Partner, Oppenheimer & Co.,
New York City
Members New York Stock Exchange
Assbe. Member American Stock Exch.

Indian Head Mills. - n
For a textile company to report
the highest earnings in its history
in 1957 and for its common stock
to be selling at an all-time high
‘ in today’s
over-the-
counter mar-
ket is quite
unusual . in-
deed. Indian
Head Mills
achieved :this
recor:d
-Neitherits
product ‘“line
“ (cotton cloth
sold over-the-
coun-ter,
sheets,
cases, etc.) nor
unusually
: modern - plant
‘nor any other physical advantage

Leon Levy

-can account for this unique show-
‘ing. It is attributable only.to a

management which. has demon-
strated two unusual talents,’ a
combination- of which is almost
unheard of: financial savvy and
exceptional operational ability..-
Indian Head Mills, since it be-
gan - its independent existence:in
1953, has swallowed four' con-
cerns, three almost its own size.
The company’s sales potential has

‘quadrupled and total assets have
more than tripled. Management’s -
‘financial acumen has been dem-

onstrated: none of these acquisi-
tions resulted in any dilution of
the common equity. Nor has debt
been increased. On the contrary,
it has been reduced during the
past ‘four years from nearly $5
million to almost nothing. The
operational ability of President
James Robinson’s youthful man-
agement may be deduced from the
fact that three of the four merged
companies had a long record of
osses under previous owners but
within a matter of a few months
after acquisition by Indian Head
each was reporting a profit. Re-
sult: pré-tax operating earnings
have soared from less than one
cent per share in fiscal 1953 to
last year's $5.45.

While the record, as discussed
below, 'is perhaps the most dra-

pillow

This Week’s
Forum Participants and
. . Their Selections

H. Holly, Vice - President and
Secretary, Sage, Rutty & Co.,
- Inc.; Rochester, N. Y. (Page'2)

Partner,  Oppenheimer &' Co.,
- New York City. (Page 2)
e ———————————————————
%
‘matic . testament ‘ to . Indian’s . or-
gdutcation, 1+ nave I0uuu fu Cui-
versations - with “the. company’s
rcusgomers and .competitors over a
period of years'an almost univer-
sally . high regard .for the way
which this previously .small, now

- medium- sized company, has been -

direg:te;d. ~In fact, no other: ex-
- planation ' for ‘such a''completely

Aatypical success story seems pos-*

sible, : g

.. What actually-  has happened
over the past five years? Indian’s

_counter-industry -trend has beei.
consistent since - its - inauspicious-

beginnings in’ February, 1953. At
that time the company began its
independent - corporate ” existence,
having’ been “spun .off from

Textron. Inauspicious because the | *

common stock had -a’ book value
of $1 a share with total assets
of $5.1 million, subject to a whop-
ping long term debt of $4.7 mil-

lion. In a sense the debt was more:
-real- than the, assets which in- .
cluded.good will and trademarks’

at '$300,000  and writeup of in-
ventory -over market of $430,000
In other words, there was no real
equity for the common stock.
By the end of 1957 the common
stockholders’ equity approximated
“$3%2 million (over $15 per share),
working - capital - was ‘over $5
million and total assets exceeded
$13%2 million. Long-term debt ha:
been reduced to about-$250,000
Good will and . trademarks had
been entirely. written off and
inventory as carried represented
no overstatement, Although these
figures 'are impressive 'in them-

selvyes, .they -do-not reflect. what"

mayv well turn.out to be the most

:brilliant acquisition . of Indian..f...
Head'’s “short history, — the* pur-- .

-chase of the Franklin Process Co.,
a.48 year old-yarn.-dyer and: a
.proven - earner... . Even . ascuming

no other overating gains, Franklin -

,alone could boost  Indian Head’s

1958 - earnings ‘well' over 1957's.

record results. . -

_Indian Head’s pattern of acqui-
sitions _has. been: a_ flexible - one
:save for -one consistent hard and
fast rule: no dilution- of common
equity. - The" first - merger " was
with Naumkeag Steam:Cotton, a

100 year old but moribund manu-:

{acturer - of ' Pequot - sheets and
-pillow- cases. - In- early 1956 each
_share of Naumkeag common re-
ceived a new $1.25, $20 par pre-
ferred. certificate - - (Indian : Head
. was:in reality merged -into Naum-
keag : which -«resulted ‘ in - the

" STEINER, ROUSE & Co.

o Alabam'a&
Louisiana Securities

Bought—Sold—Quoted
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preservation- of. that - company’s -

-$3.2 ‘million tax: loss- carry for-
ward). : - s

the, largest and most ‘modern cot-
.ton textileeopérations in the
w.orld, was owned by a Puerto
Rican subsidiary of Textron. That
company had been unable to
operate - the Ponce, Puerto Rico
-Mill profitably. Within a matter
of weeks after Indian Head
acquired it in April, 1957 (with
little " cash investment and mno
stock). the mill was contributing
.to Indian’s earnings; and this was
‘during one of the most devressed
periods in:the modern history of
the textile industry.

. The acauisition of J. L. Stifel
in the middle of 1957 was al<o
accomplished with-preferred
stock. - Stifel, boastine: about ‘$10
million . in yearly sales,.had an
unsatisfactory overating = historv
for a nu~her of vears prior to

Continued on page 48-
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1958 In Perspectwe

"+ By M. H. EARP*

Assistant Trust Officer, Mercantile National Bank
Dallas, Texa,

Texan investmént executive: (1) finds as(omshm%r the great

publicity actual - decline -in ¢apacity . and . capital

received- in  view of numerous

predictions; (2) looks. upon. 1958 as a ‘‘rolling adjustment

spending:

correct: short run- anticipating

-period in which deacceleration stresses of rising uhemployment; .

_ invtn'tory liquidation- and acute competition will be-reflected -
in the data, and (3) outlines fundamental factors o which he -

- bases the longer run forecast “that we are about to enter one’

of the most dynamic periods of our histery.”

Mr. Earp criti-:

cizes most proghosticators for failing to study mlensively tven.
the immediate past, and offers an industry-by-industry outlook

‘i terms of the assumption that 1958 will not - appreciably:
change from 1957. :

At the risk of “showing my

hand,” I would like to make two
: geheral observations regarding the
:subjects of business c¢ycles and
economic

i forecasting.

« First, . while
business .cycle

f théory has be- -
‘ecome much
* more sophisti-
‘cated over

“the past 20
‘years, our
knowledge = of.

« the - phenome-

- hon must still

- be described
as crude.

- Consequently,

1+ I wish to avoid

! making the
; mistake made so often by so many
{ financial analysts and particu-

; larly, professional economists who

% should know better. This is the

- mistake of “timing the turn” when

{ both - adequate theoretical tools

-and’ accurate statistical data are

/ lacking.

: Second, the' field of economic

| forecasting has been experiencing

/ a subtle, but constructive, shift in

: emphasis from short-term to.long-

r term _analysis.. To -avoid - Lord
Keynes’ acid criticism that “in the

“Yong run we are all dead,” let me

' quickly define the long-term as.a

‘ene - to- five -year period - while
the short-term is taken to mean a
":8i% - to- twelve . month time span.
iThis . change in approach is im-
‘ portant because basic economic
‘ttends frequently teduire - the
‘longer time periods. to overcome

""the wide and sudden fluctuations
’ ih publice psychology.

. I offet these comments, not as
‘an attempt -to hedge ot to evade
:the responsibility of - appraising
; the current status of business, but
“for the purpose of establishing the
" limits within which an economist

-using - scientific - principles must

‘¢onfine himself. You may be as-
sured ‘that any other. approach
would fall into the intuitive cate-
goty where yout. idea. is probably
a8 good as the next person’s.

The ~fundamental truth of the
pfoposition that the piresent is the
pfoduct. of the past while the
future will. be a product of the
present: appears so self-evident
that only philosophers would
afgue the point.  Nevertheless, T

ath' constantly amazed ‘at the lack
——
:'*An- address by Mr.

s, %
Harvey Earp

Earp before the

Dallas Executives’ Assocnanon, Jan, 28,

1958,
|

§ oxceptional

of  intensive study of even the
immediate past by most prog-
nosticators. Just agood memory
would suffice in many cases.. For
example, two. years ago industry
was taking a very hard look into
the future  for .the purpose of

| ‘planning long range capital com-

mit_ments. The result was $72 bil-
lion in expenditures on new. plant
and equipment over the followmg
24 months.

The - primary reasons - for' this
-expansion were reportedly (1) the
market - possibilities. -
- 'due to 'develop in. the early 60’s

‘when our. demographers expeci.a
sharp- rise in family formations
and population growth, (2) the
need to utilize automation due to
higher wage costs and the antici-
pated relative fall in the size of
the labor force, and (3) 'the
necessity of maintaining some ex-
cess productive. capacity for'. de-
dense purposes due to the tense
mternatlonal 51tuat10n :

Why the burprlse"

Few denied the probability that
excess capacity would occur  in
1958, 1959 and 1960. However, the
longer term outlook was thought
well “worth the candle.” Conse-
quently, it would not be a surprise
to learn that our economy is now
operating at 80% of capacity.

« The current decline in private
‘capital

expenditures =~ was:
anticipated since=no one, to my
knowledge, argued senously that

ihe - rate - of expansion ‘begun 'in.

1956 would continue beyond 1957,

also
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barring another- “little war” such #

as Korea. The astonishing thing is

the  great publicity - which. the “

actual report:of the decline re-
ceived.
Likewise,

present’ unemploy-

ment. figures must be viewed in

perspective.” In 1955,. our ‘labor
force was fully employed -for all
practical purposes. Therefore, the

imposition of an additional heavy -~

capital expenditures program is

thought to ‘have* stimulated the -’

continuation of and/or return by

older - workers and, move impor-’

{antly, -the re-entry of large
numbers of women into the labor
force. If this is in fact the case,
higher levels of unemployment
should now

‘normal.” - Unfértunately, the un-

reliability of employment statisti¢s

is surpassed only by our inventory

be considered

. Our Reporter’s Report.

Public Utility “Securities_
Railtoad Securities

Securities Now in liegistl'ation

Prospective Security Offérings

. Securities Salésthan’s; Coiner

The Security I Liké Best

The State of Trade and Industry

figures and it is very difficult to - -

analyzé the trends in detail.-

~Despite the deplorable deficiency ™
“Continued on page 34 .
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Frank - M. > Folsom

4 (628)

The Coming: Era in Electronics

By FRANK M. FOLSOM*

Chairman of the Executive Committee of the Board,
Radio Corporation of America

Drawing on his company’s experience and projections, Mr.

- Folsom depicts vast growth potential for the- electronics indus-
try. A doubling of its present $12 billion business volume by
1965,-R. C.-A. fop executive asserts, will stem primarily from
3”% expected increase in industrial uses of electronics and
will alsp:be centered in two other main. areas—color television .
and mational -defense. - Discusses: (1) industrial uses of
microwave :and other forms of radio communication, closed-
circuit TV, broadcasting equipment and electronic data process-
ing systems — particularly automotive sensing and control
devices for production and.data processing; (2) defense uses
in launching, guiding and tracking missiles, and (3) outgrowth
of two by-products — finished and replacement components,

and service.

Postwar electronics is the fast-
est growing industry in the coun-
try today, coming up from virtual
zero before the war to fifth posi-
tion among
American in-
dustnes
Its products,
dev:ces alnd .
systems affect
the growth
prospects of -
an ever 'in-
.creasing mum-
i, ber of other
5. industries and
. businesses.; In
"“the'coming:
' decade.’ ‘there

tlcally no ma-
-jor . manufac-
turmg operation where electronics

»wﬂl not play- a 'significant and
« sometimes-decisive role.

| With .earth satellites and inter-
continental - missiles now realities,
electronics and space-propulsion
form the keystone of our national
defense. Our ultimate supremacy
in missilesand . the - conquest; of
space depend upon.our contmued
progress-in electronics.

As the third largest’ electromcs
cenfer in the country, California

! _has a wital interest in, the industry

: -missile activities—and their com--

and this interest is bound to gr ow.
Altheugh the West Coast washit .
rather severely by -cut-backs in
defense ‘orders ‘and-a subsequent
softening .of .the market, there is
every reason to feel confident that
the upward trend.of aviation and

ponent, -electronics—soon: will! be
resumed
Perhaps - you ‘can get a better
*An address by Mr.-Folsom bofore the

San Francisco Security Analysts Society,
Snn Francisco, Calif., Jan. 16, 1958.

picture of where we in electronics
are today by looking at where we
have just been. I am going to go
back ten years, to 1947, as the true
beginning of the postwar era, To-
.day this era has ended and we

‘stand “on the threshold of ‘a new

epoch—the Space Age.

Back in 1947

Prophesies- in my business are
-easy to come by but who, in 1947,
would "have foreseen a five-fold
increase in the annual volume of
_electronics—from $2.3 billion to
‘approximately $12 bllllon this past
_year, a doubling since 19507

- Back in-1947, radio was kingpin-

of -the broadcust field -and -tele--
¢ -will ‘be .prac- .vision was a mere infant. There

were 175,000 television receivers
in use and_19 TV stations on the
air.  Who could have predicted
that, only ‘ten years later, these

175,000 receivers would have-
‘mushroomed to a grand total of

nearly- 46 - million; - extending--to

Afour out of every five American

homes,. Or that the 19 stations

iwould have reached a present to-

tal of more than 500? Now we are
-at -the -opening.of -a new TV. era

.which will equal and surpass the

old. I am speaking ©of a new mass
market for .color TV, and closed-
circuit television for mdustry, ed-
ucation: and medicine.

. Back in 1947, researchers were

‘experimenting‘with the behayior
-of electrons in solid state materi-

als. Transistors and automation
had not.yet even entered the lan-
Buage.

Today, the field of- semicon-
ductors is among the fastest grow-
ing areas of the business. In auto-
mation, electronic control and
sensing devices have become a vi=
‘tal. part. of such operations .as
petroleum refining, plastics pro=
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duction, atomic processmg and
- automobile assembly. -

As recently as 1953, there wasn’t
a - ‘single large scale electronic
business data computor in use.
Well over 1,250 such machines of
all sizes are now in business op-
eration. From a mere $25 'million

in 1953, sales of these machines "
~last year approached the $350 mil-

lion mark. Two years from now
they may hit a billion.

Ten years ago we were living’

in a period of relatively relaxed
international relations; relaxed at
least, by comparison with today.
Defense activities by the electron-
ics industry were modest and lim-

ited. Today we are in the age of -

the IRBM, the ICBM, and the
space-sattehte and current re-
quirements of the military in
electronics comes to some $3 bil-
lion in volume. -

If ten years is a valid check-
pomt for the industry as a whole,
it is equally valid for RCA, A dec-
ade , ago, RCA’s activities lay
mainly in communications, broad-
casting, and the manufacture of
radio and early television broad-

casting and receiving equipment. -

RCA -also - was  engaged in the
manufacture of records, phono-
graph. instruments, and radar and

similar equipment for: shlpboard ’

use.

RCA’s Scope of Activities ‘
Today, RCA-is active in: virtu-
ally every area of electronics; ex-
panding the old and developmg
the new. It pursues a pattern of.

. broad - diversity- in .research, de-
arid :

velopment, | manufactunng
servxcmg, covering products and-
services four-fifths of which were

not even on the market at the end :

of World War II.
. I'This takes initelevision—black-

and-white . and color; .broadcast -

and, closed-circuit; mihtary, com-
mdustnal and ;- educa-~
tional.-
airborne . radar, fire .control for
military ‘uses,: instrumentation for
guided missiles, navigation sys-
tems, electronlc data - processing
systems, ‘automated . sensing and
control devices, a growing variety

.of semiconductors and eompo-

nents. . It ‘covers high-fidelity in-
struments, . _stereophonic_ .sound,
tape recorders and players and ‘I

the list.
Let me put the comparxson on
another basis. In 1947, gross in-

come for RCA amounted to.

slightly over $314 million.- Net
profit after taxes, was about $19
million. In 1957, and for the third
successive year, the business vol-
ume of RCA went over the bil-
lion-dollar ‘'mark for. an estimated
total of about $1,170,000,000 nearly
quadruple the 1947 volume.  Gov-
ernment business, a negligible fac-
tor ten years ago, accounted for
23% of RCA’s total- volume this
past year, with a current backlog

of Government orders approach-

ing a quarter of a billion dollars.

Here are some other statistics
about our current business pic-
ture, keeping in mind the fact that
not all the final bookkeeping is

in. Of RCA'’s total volume of busi- .

ness in 1957, 73% came from man-
ufacturing and related activities,

_about 25% from broadcastmg and

2% from communications. -

Preliminary figures indicate
that year-end working capital to-
taled approximately $300 million,
the same-as our position a year
ago. Our inventories at the year-
end were up about 8% over 1956
as compared with our over-all 4%
gross volume, increase, Receiv-
ables totaled approximately the
same amount as at the close of
1956.  Capital asset additions for
the year just ended amounted to
about $35 million, ‘as compared
with $57 million ‘in 1956.

On the profit side, the first nine
months of 1957 showed a small
increase over the previous year.
Because of the softening of gen-
eral economic- conditions in the
fourth quarter, however, and the

Continued on page 30

‘quarter.

It includes such- fields as ..
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Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index :
Auto Production
Business Failyres -

' The |
State of Trade
and Industry

\

. A good showing was made the past week by retail uade here

"in New York City with sales volume rising about 11% over that

of a year ago. For the country at large for the four weeks ended
Jan. 25, 1958, the Federal Reserve Board reported, that depart-
ment stores sales rose 1% above the level of the like period a year
ago. :
Reports on the metal industries this week indicate that senti-
ment obtains relative to the immediate and future prospects of
these industries. Steel men expressed -the hope that cutbacks, cus-
tomer production slashes and 1nventory cuts of recent months will
be altered, resulting in production increases and a step-up in in-
ventories. In the case of copper production, cutbacks are expected
to have a stabilizing effect upon the price of this metal,

In the steel industry this week output may hit its low point
for the year this month, “The Iron Age,” national metalworking
weekly, reports.

The mills have just about written off February as perhaps
their poorest month of 1958. At the same time, there are 51g'ns
that production will turn upward in March.

This: publication says the mills feel inventories may soon
begin to work for them instead of against them, adding that any

;increase .in auto sales has got to bring an increase in automotive

orders for steel. Over .recent months they have been -getting

- double-doses of cutbacks,: customer production slashes- plus in-

ventory cuts.:.Now they are hopeful that the cycle will reverse -
itself with production increases plus inventory buildups.
If March proves to be the critical month as steel-men hope,

,the mild improvement could continue through April. and May.
- Beyond: that point the predicted’auto: strike poses a_big question

mark. ‘A two-month strike would bring the auto companies into

- the.new. model slowdown period starting -in August ‘That ‘would

make. September :the .month: for the: big. pickup.: Drastic model -

. changes. for- General ‘Motors ‘and early model introductions as-a
spur to sales. are .already being - predncted this trade weekly

declared. .

© ~4The Iron Age,” noted that whxle .some steel men -say-their
order volume has picked up a-little recently, most.of them feel
there will'not be a significant upturn-before the start'of the: fourth -
Meanwhile, steel users. are. continuing: to yvork with-
extremely. low inventories and are pushmg the mills for gquick
delivery. One.steel producer:reports receiving-an order from a

“customer with. instructions to deliver by -a. certain- date- or - cancel
‘it out.

The metalwozkmg weekly further reports that basxc oxygen
steelmakmg capacity in_this country - has gone over the million-
ton mark. Capacity will double. this. }’ear reaching nearlv 3, 000 -
000 ingot tons by the start of 1959.- f

“Another 1,600,000 tons. will -be added durmg 1959; mcreas-‘
mg the Amerlcan total to neaxly 4,400,000 . tons,” says - ‘The Iron

Age,” adding. that projects not" Yet ahnoun&ed could- easily udd'
‘another ‘million tons..
haven’t by any means completed e

“Qutside the United States, the swmg to- oxygen steelmakmg ;
is equally rapid. . Current world capacxty of 5,000,000 ingot tons
will jump to nearly.17,000,000-tons in.the next two years, Nearly -
60 individual oxygen vessels .will be operating by 1959,” thls
trade paper further noted. = -

Iron and steel scrap-prices continued to move upw: ard thxs
week Bids for industrial scrap tonnages sold by automakers and
other metalworking plants are several dollars higher and recent

. sales to steel mills have been at higher prices. The downturn in

scrap prices that started early last year has definitely reversed
itself. While no one is talking about a sharp upturn, ‘the steady

improvement in recent weeks is-taken as an indication of better
things to come. .ot

More than 4000 000 persons are, expected to be out of work‘
next: month, accordmg to Secretary of Labor Mitchell.  However,
Continued on page: 46
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Observatwns e

. By A. WILFRED MAY
PROFIT WITH PLEASURE

. Scarce and. welcome. indeed. is
the financial writer who can clothe
his dissémination of worthwhile
mformatlon “with " simplicity and

humor as well-

as inner SO-

of psychological caveat to under-
line_ the incipient investor’s. pri-.
mary need for emotional stability
and patience: “You may be a lov-
ing husband-and ‘father,-a ball-of
fire in your office, and a_well-

phistication. known clubman and faconteur.

- An’ executive
"of‘'the far-
-flung‘invest-
ment banking
firm of Bache

~and Company, -
now reveals

himself in this
role, as author

.of the most.

readable

“how-to” book:

to reach us

in years.

(‘“‘How to
Make Money Make Money.” By
Henry  Gellerman; Crowell, 303
pp., $4.50.)

Typical of Mr. Gellermans suc-
cinet clarification of the invest-
ment world are the following:—

Leverage, . “another ..financial
jawbreaker”; Pyramiding, “the
swoek market. equivalent of Rus-
sian. Roulette”;
banker, ~ “capitalism’s midwife”;
bond appraisal via the re-

the ' Investment -

‘But stay away fromi the market if
‘your temperament is such that

every quarter=peint change in a

security . you own causes you acute.

gloom or elation, If you're the type
who will start pricing pianos and
sables as soon' as you stock goes
up a point, or-if you picture your

-wife-in widow’s weeds when vour

stock drops a point—then keep
your money in the bank and
brood abont the -merits of the
EDIC .. P

Thorough, if more prosaically

expressed, discussion is devoted .

to the Canadian markets, sample
portfolios for different "age and
income groups, the Stock 'Ex-
change’s Monthly Investment
Plan (MIP), theé reading of - the
financial page - and other Street
literature, the- functions of ‘the-
broker ‘and the floor. specialist,
odd-lot transactions; short selling,’
the averages, puts and calls, for-
mula timing, and dollar-averaging.

“Follow the Experts”? -

minder that *in 50-odd. years the °

New .York Central may be in the-

brassiere - business”; the .Invest-
ment Company, “some are lousy”’;
--book -value,. which " -“should - be

handled somewhat gingerly, . like..

‘the ~contributions . to “charity in
your- income tax return”;
“‘Over-the-Counter Market, “a
strange creaturée” for shoppxng ‘by
phone. .. And. even ' that : esoteric
'+ corporate’ arrangement of cumu-
lative Voting'is clearly explained.

Similarly, - ‘the ‘running reader
gets this painlessly absorbable bit

-stock.

the.

_dowment funds. - and:
. companies; - While agreeing that,

A popular investing tool gettmg
valuable treatment from Mr, Gel-

lerman “is - the- basing - of - one’s’
-issues “selection .an--the:

readlly -ascertainable . activities: of
thé professional money, managers,
who run the huge portfolios of the
investment companies college en-
.insurance

this. information -is -useful,
Gellerman also wisely offers these

.. reasens for caution in ¢hasing the,
(1) . You
‘car’t’ find- out “exactly when he

institutional investor:

The Commercial and Financial Chronicle

-has bought or sold; and (2) The:.

confusion from the revelation of
simultaneous purchases and sales
by«different funds.

“Put All Your Eggs in One

. - Basket”

Particularly interesting and
courageous is the authlor’s frontal
atlack on that revered keystone of
mvestmg principles:—diversifica-

tion: Uneorthodoxly, but with ‘con-
siderable logic, he-advances- the

conviction that-three, four or five-

caiefully- selected stockscan be
more- serviceable; at least-for the
careful - part time ' investor, than
a -hodge-podge ‘of “securities -in

different’ industries, chosen main- -
ly- te - satisfy- -the ‘principle of °

diversification. He argues that one-
man customarily: ‘cannot have
working knowledge- of ‘more-than

a few- companies;-and that it is-

much -easier to select . three-or
four good securities than twenty
or _thirty. He adds: that Messrs.
Ford 'and ' Rockefeller did well
enough on the smgle basket
method.

The answer to this 10g1ca1 argu-
ment might be that, despite the
overall equal percentage possibil-
ity of loss through holding either
a large or small number of issues,
most individuals need their indi-
vidual insurance protection against
a single excessive loss, which is
obtainable through widespread di-
versification.

In sum, Mr. Gellerman’s initial
full-length opus is.-a' thoroughly
readable basic investment primer
for - the ' uninitiated while at the
same time stimulating and en-
riching the mtelhgcnt professmnal

mvestor
S % * L

TO :THE, RESCUE OF-
~““THE PURSE! "

AlL citizens; in and -out of the
Congress, that ‘are genuinely. in-

terested . in - promoting health for -
the nation’s finances,” will: go to
the bat for H.R. 8002 This bill, pro-

viding’ for .an’ accrued cost ex- _
penditure budget, is coming up for -

a decisive vote in the:House within

Febmary3, 1958 o

EDDE K. HAYS
(Chlcuqo) i

WILLIAM P. BRADFORD
(Oullond)

. G. ‘WILLARD MILLER; Jr. ..

(San Fra ncuco)

SEELEY G. MUDD

. {Los Angales)

J. SANFORD OTIS
(Chicago)

SAN FRAI\CISCO .

)

We are pleased to amzotmce the admzsszon 0f

_ WlLLIAM D.. WITTER
. _‘ i (New York)

‘as Geneml Rart)zers
e

mzd tbe admzsston 0[

as Limited Partners

DEAN WITTER & CD

Members New York Stock Exchange
LOS ANGELES -«

BEN H. EATON
. (Los -Angeles)

PHILLIP M. LIGHTY
(Palo Alfo)

THOMAS Ww. WITTER

(San Francisco) |

NEWTON P FRYE Jr. ;
(Chicago) |

JAMES M. PIGOTT
(Chicago).

NEW YORK -«

CHICAGO'

10 days. It has already been passed
by the Senate as the Kennedy-
Fayne-Byrd bill, and approved by
the House Government Operations
and House Rules Committees;
This legislative proposal; cited .
in President Eisenhower’s budget
message for Congressional- ap-

proval as the business-like way of

modernizing fed eral budgeting
procedures, “would fill - the dire
need for. placing government ap--

propriations requests on an ac-.

(629) 5

at any tlme, will ‘be particularly |

crucial in - the financing’ of the
commg Space-Age!

John H. Alff Joins
Stone,: Moore & Go.

- (Special to i FINANCIAL CHRONICLE)
DENVER," Colo—John- H. Alff
has become associated with Stone,
Moore - & . Company, 817 Séven-

crued expenditure basis, in accord- : .o 4.
ance with the recommendations of

the Hoover. Commission.- Opposed -

are some members- of.. the House ;: .

Appropnatlons Committee. - :

o Under existing and obsolete
loose fiscal practices, the Congress
is ‘unable to know the amount; or
purpose of ifs. spending.'at. any.
given.time,
appropriations for' projects “run-
ning over a period of years:: The
agency getting the money, doesn’t
have to report back on the cost of
its program- or its progress from
year to.year.” Under this slipshod
procedure, .huge “carry-over”
funds become lodged in the agen-

cies beyond further Congressional
review. The :Hoover Commission
has estimated such “carry-over” at
$70 .billion—almost .a . full ‘year’s
budget—as a result of thls waste-—
ful practice!

Under the- pending bill the ‘gov-

ernment would pay-in a given year-

only ' for -the- goods™ and services
received in that year; and thus the
Congress could check programs-
annually. This is the basis on
which any efficient business is
conducted, -

" Surely such legislative . control

. of the purse strings, a-vital neces-
‘SIty to the pxcsexvatmn of order

B g..mm.mmuf

L AR R A TR

o Hill Titest.

ALBANY  ALBUQUERQUE
Brveeiy HiLes - BostoN
CINCINNATI

HUNTINGTON

Kansas Criy - LAUREL

SAN Francisco

VlC’lORlA, TEX.
Fcbruary 1,71958

p:/[fraser.stlouisfed.org/

B I N L

(R TR

Present Slip-Shod Procedure -

CLEVELAND
Des Moings DETROIT. DURHAM. FARMINGTON, N. M.
FAYETIEVILLE, ARK. FAYETTEVILLE, N. C. FULLERTON
GRAND RAPIS  GREENWOOD HARRISBURG HoOUSTON
INDIANAPOLIS
~ Los ANGELES
MINNEAPOLIS MONTGOMERY MUSKOGEE NASHVILLE
NEW ORLEANS PHILADELPHIA PHOENIX PITTSBURGH °
Porr1LAND, ORE. PoTspaM Rock IsLanp Rome, N. Y.
St.Lours St.PAuL  SALTLAKE CITY SAN ANTONIO *
SANTA ANA
SPARTANBURG -SYRACUSE ‘TorONTO TuLsa ' UticA
WAsmNGTON WHITTIER WICHITA

It makes lump-sum. .

" John H.: Alff

teenth Street. Mr.. Alff-was for-
merly. Vice-President and- Treas-
urer of Amos C. Sudler & Co. :

Jaek F. Perkins Jr..
With Midland Secs.

DALLAS Texas—Midland- Se- o
curities Company, Inc, has opened - .
a branch. office .in. the* Dav‘ls
Bulldlngy under .the*direction: of .
Jack’ F. Perkins, Jr: Mr; Perkins ': -
was. formerly -head of Perkms & .
Company, Inc.

" With BeckmahCo. o,

LODI Calif —Frank:Bambola i « -
now- affmated with: -Beckman- & -

Company, 321 North Callfomia St. -

" We take plcasurc in announcing that L
GRAHAM WALKER - .
" (formerly of McMargils & Walker)- -
~has been admitted as a ¢
gencral partner in our firm
and that..

.J. WALTER LEASON"

. has been appdi_m,cd.‘M;'l_xiagcr of our -.
Investment Rescarch Department

The. Correspondent Brokerage business. herétofore &
.coniducted by McManus & WALKER in' Listedt and.
Unlisted sccuritics' will be continued: by the com-

bincd pc'rson'ncl”and,wire systems of both ﬁ:ms. "

Q.//'ﬂ/ﬂ/ "y gﬂ %ﬁd

-‘Members New-York Stock Exchange -
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We now maintain direct private wires to the following cities:

BALTIMORE
Cuicaco
DENVER

ASHEVILLE
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JopLIN -
MaLONE

JACKSON
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A Year of

7

Challenge

By WILLIAM A. McDONNELL*

Chairman of the Board and Chief Executive Officer
First National Bank in St. Louis, Missouri |

, St. Louis banker reviews some of the important challenging
problems confronting us in 1958 and holds “that the greatest
dangers to our way of life are from within rather than from

. without.” . Mr. McDonnell warns against currency-depreciation,

“decries swollen labor power, calls for tax reform, and charges

all to take an active interest

At the moment the world is in
an uproar over the Soviet adven-
{ures with its sputniks. The reac-
{ion among the people of the free

nations ranges

all the way
from alarm to
despair,

Ever since
Oct, 4, when
Russia put up
its first satel-
lite, T have
been taking a
course in pes-
simism, I have
heard and lis~
tened to all

" the dire re-

ports and' I
- bave done my

homework,
but I have flunked the course.
Cheerfulness keeps breaking in on
me. I guess you will just have to
put me down as a confirmed opti-
mist, or rather a conservative op-
timist. In my business you have
to be an optimist or you never
would lend any money, and you
have to be conservative -about it
or you would never get it back.

Most -certainly, we  cannot dis—
miss the sputniks lightly. It is a
recal jolt -to be “challenged and
bested” as “Time” Magazine ex-
pressed it, “in the very area of
technological achievement that has
made -this country the world’s
Ereatest power.” It is'a cauge for
alarm put hardly for despair. The
sputniks were probably a blessing
in disguise since they served. to
awaken us before it was too late,
after a long period of ‘what a Pa-
rigsian newspaper has called “de~
lusive euphoria.”

Serious But Safe

This new situation naturally
calls for an “agoniing reappraisal”
of our own position, The situation
is serious, but I believe it is safe
to say that our defenses; as of now,:
are adequate to dlseourage an at-
tack on us, and we can keep them
adequate if we utilize the talents
and resourees ' we- have- at hand
and are willing to make the nec-
essary. sacuflces

The 'military threat posed by
sputnik is, of course, the greatest
single problem’ confronting us in
this year of challenge. But there
are others here at home, for ex-
ample the problem of education.
In a very large sense, the race for
armed power today—in which we
must hold the trump cards if peace

*From a talk by Mr. McDonnell before

B "hnmber ‘of Commerce of Jackson,
iss, _ Y

in' local and national affairs.

is to be mamtamed—mvolves a
race - for knowledge.

Unless -we - change a plevaxlmgl

attitude of disrespect for the so-
called intellectuals as' expressed
in such terms as “cggheud,” “long
hajir,” and “square,” we could lose

that race. In Russia.the scientist:

is a member of the Sovict- elite.
Over here he has. been underpaid,
ignored, sometimes susped.ed, and
too often dismissed as an imprae-
tical dreamer who doesnt do
things.

I believe our attltude in thls re-
spect is a characteristic of what
has been national immaturity
Youth" has always regarded ma-
turity with impatience and some-
times even with disdain. But now
we have reached national matur-
ity and it is time for us to realize
that the thinker is as important as

-the doer and to distribuyte our hon+

ors and acclaim accordingly. The
fact that Russia "is turning out
twice as many scientists as we are
suggests that we should reappraise
our whole system of education.
Perhaps in our zeal to -preserve
freedom in the classroom we have
carried too far the theory of elec~
tive courses., The program' of
scholarships for science students
which has been proposed is lcer-
tainly a step in the right direction
and should receive our enthusias-
tic support.

Dangeys. Lie- Within

1 still think satellites to the con-
trary and notwithstanding that the
greatest dangers to our way of life
are from within rather than from
without. History teaches us that
most of the free nations of the past
‘which lost their liberties did so
because of complacency and indif-
ference—because the people given
the freedom of choice elected the
paths - of leisure rather than the
hard roads of toil—given the right
to elect their leaders they chose
those that promised most in bread,

-and- circuses.

We must stop demanding that
the Federal Government .assume
responsxbllmes which “are right-
fully -those of the states and local
commumtles Concentration. of
power'is always -an initial step
towards curtailment of liberty, and
in this particular hour the Federal
Government will have its hands
full with the problems of national
defense, international relations

‘and  the essential services of a

strictly federal nature,

The Space Age or the Buck
Rogers Age or- the Flash Gordon
Age—whatever you-want to call
it—has- heaped new burdens ‘on

40 EXCHANGE PLACE
HAnover 2-0270
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i
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Washington, and so it occurs to me |

_ that local inijtiative and self-reli-

ance have become proportionately
more important to our national
well-being.

" Inflation

Economy, like charity, begins at
home.

T Memoriam
GEORGE .FRANCIS COATES
U867 1958 Ll

" Inflation is another problem »

which seems® to remain -with .us
always and will most certainly
confront us again throughout 1958.
It is to be hoped that the ‘stern

' necessity of increasing our defense

expenditures will not be used ‘as
an excuse to throw -monetary.
caution ‘and  fiscal sanity to’the
winds- and abandon our fight -

against inflation. No nation .can

remain strong militarily unless’it
also remains strong .cconomically.
Inflation can defeat the cause of

freedom as decisively as enemy !

zmssﬂes [

‘We ao not need’ to go back to
Germany for an impressive exam-
ple of what inflation can do-to a
eountry, We have a ‘present- day_
" example in the case of France:

: I'was g soldier in Fr: ance in. 1918 ..

and my. pay-as Captain of Freld 5

Artillery was $200.a month. I 'was
paid in francs, and so I received

1,000 franes' a month, becdusé the. /..

exchange rate was 11ve {francs’ to
the dollar. But today, if I .were-
being paid $200 in francs, I would
receive 84,000 francs.

In other words, as 1e1atcd to the
dollar, the franc is now worth 1/84
of what it was 40 years ago. .

- If the same fate should: befall
the dollar, a suit of clothes which
now sells for $100 would cost you .
$8,400. Any one of the so-called .’

,low-puced American cars, thh

minimum trimmings would cost
you  $250,000. A  social securlty
check for $100 would buy two’
pounds of hamburger whichwould -
make one meal for a family’ of "
four, or two ‘meals for a good-
sized dog—and $100,000 in llfe in=-
surdance would purchase room and -
board for a" widow for appro"
mately one year. :
I do. not-need to state’ what
would happen to our democratic
institutions under the impact ‘of
such a \depreciation of thécur-

rency. We are all familiar with

what has happened in France. The
government has changed 25 times
since the end of World -War II- -
and for all I know, it may he"26
by this moment. The trouble has
been largely due to the manifold
problems resulting from inflation:

We like to say to ourselves that
it ;cannot happen here, and I am
an optlmxst myself. But the.stub- .
barn fact is that the 1958 dollar is
worth 49 cents as compared to, the
dollar in 1939. How' soon:will:it..
be down to 40 cents? To 35 cents?.
Tq 30 cents. If we are to stop the
bobsled ride, it is imperative that
we balance the federal budget
and keep it balanced.

Of course, it-is an over- -sim-"
plification to say that a balanced
budget alone is all that is neces-"
sary - to flght inflation, but..it:
certainly is -the most 1mportant
weavpon without which the others
are of no value. ,

We are being told that 1t is ‘g0~
ing to take two or three billion’
dollars more for guided missile
develonment, -rockets and  satel-

national defense, First thines must
come first and certainly the. de--
tense of the nation is first., But-if -
it.is going to .take more monev"
for national defense then we must -
cut down somewhere else. . If we
must. have more for missiles, we

~must have less for largess . and
park barrel proiects. It is either...

.. Few prlnters from Ben]amm Franklm to Elbert
Hubbard will ever attain the standards reached by George :
~Francis’ Coates” who died January 15 at his' Rutherford, "
New Jersey, horne at the age of 91,

George F Coates, like BenJamm
Franklm ‘was more than a master crafts- .
man .in_his professmn besides-being a . -
mechanical genius in printing. procedures
and-those of us who bear: witness to his ~

~.life’s. work can say that he presided.in . ..

 his day ‘as ‘one of .the ablest  foremen " '

the “Commercial & Fmanc1a1 Chromcle” 4

ever had. e

‘"2 His" mechanical * versatlhty, leader- .
bz Shlp and: efficiency. was an example and
~~inspiration  to -all'the prmters Who
Srotee Catten 7 - worked under him. " - >

: .In his- almost" 50. years of service .. . .
cas foreman etc ‘George F. Coates: established typesetting - -
‘ records for the- quantlty ‘of financial news data and-sta- -
- tisties that he and- his men set'in.a given period—a record. .
" which ‘is unequaled by any other newspaper 1n thls or -
'any other country

-—.-—

Thcse vast. mountams of prlnted matter Wthh were,» :
pubhshed in_the “Chronicle”. from '1899 to 1941 during - :
.- the period George F. Coates. was* foreman, are a living . .
- monument ' to.the. memory- of ‘a-great printer and crafts- .. .
"man—a‘fact that.George F. Coates’ friends and ‘successors = -
-in the Composing Room and Editorial Department heartlly; ;
concur 1n i (.

Fortunately Mr. Coates Was blessed W1th .a" love

v_w1fe, for it was:Mrs, Coates who' cared for him. durmg aiy_

the.years’ following his retirement from' the- “Chromcle”*'-'; ¢
~during’ which" time ‘he was stmckcn  with' paralysis. “Mr.
Coates was'a natlve of Canada

‘ “Exactltude ‘as. ex- Pre51dent Wllham Howard Taft . 4
“once told:the- wrlter, is ‘the foundation®upon .whichsthe ;- |
,“Chronlcle’ " reputation is byilt and it should be said that

..George F.. Coates as head of .the “Chronicle’s” Compos-

§ nd Room hved and worked to achleve this: 1deal

It 1s also lnterestlnc to note that it was ‘from Mr."
.Coates department that a proofreader, “Jimmy” -Ward,
ras -he" was: affectionately called;:left the- “Chronicle” to’
“finally rise:to become a Vice-President of the’ Bethlehem '
" Steel- Co: when the late Charles M Schwab was lts
Presﬁdent

As the former foreman of our Composmg Room, we.
: of the.! Chronlcle” staff proudly say with admiration and
deep respect of our, oldtlme associate George F. Coates" g il

) Vale’ de Vale,!‘ ; -Vale! -

D”A W.y Short Hills Vllagc Feb. 6, mb .‘

4

Dommus ~Vobiscum!..."

. WE ARE PLEASED TO ANNOUNCE THAT - *

g | P e MR ‘JOHN F KAVANEWSKY
i | B o " AND. :
MR WALTER C NESTER

that or higher taxes »nd further -

devreciation of the.dallav ., .
Oh—but—hush! This is an e],e,('-
tion year! It is said that we can--

not cut down anywhere hecause .’

we misht nffend. somehndv “and.

we wouldn't wart tn do that in an |

elpction vear,  And. votes ecount.
To be sura thev do. T am wonder-.’
ing just how manv. nffire uapkars
have evew +=ind 44 $a11 tha Amerie

Continued on page 31
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"By HON. ALBERT RAINS*
Representative (D.;Ala.), U.'S. Congress
Housing Subcommittee Chairman,
House Banking and Currency ‘Committee .

 Stimalating Housing Industry

; Cbngressman Rains outlines his program to stimulate housing - -
construction, views economic recession with concérn and calls -
- for ‘new - policies and programs to restore employment; and -

- ‘expresses his conviction that there is enough slack in the econ-

omy - to support expanded defense and domestic: programs.”
Would consider: (1) reducing FHA interest rate, insurance !

4 programs.
-, least-four million unemployed at
- - this" very: moment,
* ‘the. hardship and misery these

premium  -and ~downpayment;" (2) requiring FNMA, in its

secondary market mortgage purchases program,-to -buy. all *

. FHA mortgage offered to it, and (3) providing ‘$1 billion
A FNMA special mo?tgaggfs!lgpqn assistance program,

*.-We must: face the facts of.life
. realistically .and in-my judgment
the:economic and financial setting
today is'a somber one.indeed.-This
is"not to.'say. B )
:that we must .
throw in. the.
. sponge..or ‘be
- "unduly -pessi~*"
“'mistic,”but I.
dosay we
‘mustlookiat -
““our economic -’
andotir-fi-:
‘ nancial setting

. 'withboth eyes

ably: “Many of us‘warned- that
the: tight money policy’ would “in-
evitably ' lead-to-a ‘period “of Te::
cession. * But- our  warnings “were:
wasted: upon men" who :were S0,
haunted . with' their- neurotic fear

of inflation that they could not or T would

. but ; also ‘measures' which will
strengthen and expand our do-
‘mestic economy, which after -all
is the foundation upon which our
prosperity and strength must rest,
Clearly there is enough slack in
. our economy to support both an

. expanded defense program and an,

<. eXpansion in essential. domestic
We probably have at

Apart from

“peaple are suffering,; they obvi-

- "' ously, ‘represent a sizable slack

. of unutilized resources. Failure to
‘put ‘their ; productive capacity to
work - would be criminal neglect
in my judgment, ,
“Now:. all of us hope that we can

- doall”of the things our national
-« welfare: requires. without. deficits

.and.ain unbalanced budget. But
‘we_.must never let our. national
‘security ‘be jeopardized, balanced
budget or no balanced budget.

I saw, a recent “Letter to the
Editor” on this point from which,
like to quote. The writer

would .not recognize the ‘inherént “said -that our morbid preoccupa-

danger that the hard money policy
—with its.. hardships’ upon '-the

.. small farmer and.: the small-busiz

tion" with inflation and a balanced
budget may earn us a quaint para-

graph™in the. history books oflthe_

nessmen—would ultimately- bring future-like. the following:
us to the economic recession:in* ippe‘United States existed from

- Which we. now: firid ourselves. - . *
- 'And yet'incredibly enough these
‘same men who wet'e.obséssed with

-inflationary: dangers.do not ‘seem :

- . hawverecog=
“ nized “the ‘na= - .
.5, ture__of . the . present
~can ..then "search for corrective
policies and ‘measures, = "7
| :The:plain_truth is"that we are

Alb;rt ‘Rains : ‘

' how in a period of economic con-
» traction, and don’t let anyone. tell
you . differently.” The -only.. ques-
-« tion  at:the moment is how deep
* ‘and.how protracted the recession
will be, - ‘
_#The " .economic indicators . are
plain for all to see. Industrial out-
put is down sharply ‘from a year
ago. - The' Federal Reserve . Board
index of production which stood,
at -147 in December a year. ago
+(that is against a base of 100 in
the period 1947-49) dropped to 139
An: November. and - declined _still
further in December.to 136.
* “Personal income: has started ‘16
slip. - Steel production is far below
-+ capacity.. The automobile industry
has failed-to, show the strength we

; ~'had_~:»all- :hoped. for. Plant “and’

" equipment.-expenditures <~ which”
e '?avlq;;been :the prime mover “in
s fueling our "economy-—-are’ taper~-

j . i e e B A nly Hobe that ‘thig willobe: the &

< ing-off. . ) ;
t-And ‘as these basic economic in-
- dicators ‘have pointed downward;
~ they "have . naturally. had serious
- impact upon the number of unem-
-~ ployed and the length of the aver~
- age employee’s work week. The
number of . unemployed . in' the
_mid.dle' of 'December, the latest
period for - which ' statistics are
‘available, had climbed to 3.4 mil-
lion. This brought the unemploy-
ment rate to 5.2% of the work
force, the highest December rate
since  1949. Moreover, more and
more- of those -who continue: to

hold their jobs find their weekly '

pay  envelopes ' slimmer because

overtime is becoming a thing of

the past—many are working less
than a 40-hour week. And unfortu-
mately all .of the. signs point_ to
further . increases in the’ unem-

- bloyment :total — some estimates’

- foresee ‘five million' or even' six
= million unemployed this Spring.”

~ . Criticizes Monetary Policy

. In my judgment we are now

paying the: price for the 'short-
“sightedness - of ‘the hard money
- policy-which has been relentlessly

pursued- by the money managers
~over the. past two years. It was
. supposed to prevent inflation. The
soaring .cost of living over this

- period shows that it failed miser-"

1-*An address by Rep. Rains before the
“Annual Convention of the National Asso-
ciation of Home Builders, Chicago, Jan.
21, 1958,

‘p,roi)'l_em: we"

'to be'concerned at all about grow-.

-ing unemployment and-a contrac

ing’ economy. . Certainly: they..a
not :proposing, - to'-do: anything

forceful .or’meaningful. to restore’

the  health . of ‘ our‘economy -and

~‘put “unemployed: people ‘back * to

work. The ‘great ‘hope among such
men "apparently "is ‘{0 ‘believe ‘the
récession. . will* go away ‘by’ pre-

‘tending that-it'does not exist.” Or
‘if they do’concede its.existence,

their party line is that the devel-
oping recession will be only a

- temporary phenomenon' and ' that.

we will see an -economic. revival’
in the second. half of 1958.

T ot A e

.1 fervently share: this hope but

frankly ‘I-have- the feeling " that
some of the arguments advanced
to  support an economic pickup
later this. year are based upon
more fancy than fact. = = .-

We are told that since the Sput- -
-niks. have finally:brought-us to’
.our senses to'a point where we "

are now going to improve our na-
tional defense—that this éxpanded

‘defense “effort will give a strong

stimulus-te our- economy. as the’
‘mounting raté of defense contracts
translates. itself'into:new. facilitiés
and increased employment.. I cef-

case, although I have read several

.analyses which indicate we may

be placing too much: faith in the
magnitude of this economic stim-
ulus. And I think. it is indeed
ironic . that .the very . men- who

were most vehement in their be- ‘-
lief - that the ‘economy. could re- -

‘main at full employment without
heavy. defense expenditures . are.
now citing those very expendi-
tures as the main - cause for opti-
mism in the economic outlook
later this year.

Sees Complacency
In my judgment, the basic

complacency in ‘Washington about
‘the serious problems which we
face. Just as there seems to be
alack of urgency. in pursuing to
the hilt ‘all the measures neces-,

sary to regain ourleadership as

a military power, there seems- to
be a similar lack of urgency about
doing anything concrete to -re-
verse the recessionary trend in
our economy. Half measures and
lackadaisical changes in ‘policy.
are still too much in evidence.

Certainly we do not see the
Administration proposing any bold
and forthright program to arfest
the deteriorating economic situa-
tion. * . Lo

I think that in the present set-
ting we .should pursue not only

‘the measures necessary to achieve

supremacy in the field of defense,

trouble is_that there is too much .

1776.to 1960. “Though defeated by
;Communist _coalition and its
ulation’ dispersed. to the -far
rners - of the earth, this much
-.their credit, . they presented
eir’conquerors with a balanced
udget, .
. “Among the - defeated ' Ameri-
cans; the:most horrible insult was
to call’a man a son of a budget
balancer.” ; :
“+.The man who wrote that has a
flair “for humorous . expression—
but make no mistake, his. feeling
and sentiments are serious and his
patriotic concern is clear.
" Basic Question :

I recognize that the basic ques-
tions of overall. economic policy,
the 'question of’ fiscal . and tax
policy, the question of what anti-

recessionary  economic' programs
to adopt — are all difficult and
complex ' questions ‘and I do not
propose to discuss them. today, ‘I
Wwill say,” however, that it is sur-
passingly strange that in the field
of monetary policy.we have not
yet seen a dramatic reversal of
the hard money policy. True the
Federal ' Reserve Board made a
modest , reduction :‘in - the redis-
count rate last November, But in
the face of the cold facts of our
declining economy, the monetary
authorities have yet to reverse
their field. I do not know what
economic . indicators these men
need. to .convince them that.the
economy is on a new course. I
can only hope that they will re-
cant their error soon. A
.- Housing Prospects

Now apart. from the hope that
our  expanding defense program
will impart an important stimulus
to our lagging economy, the hous-
ing industry is often cited as a
favorable factor. We are told that
the outlook. for housing construc-
tion is optimistic and that hous-
ing_construction will play an im-
portant role in our economic re-
vival later on this year. I sin-
cerely hope ' that this ‘thesis is
correct. . But frankly. we ‘cannot
leave ‘the fate of your: great in-
dustry to the chance workings of
the' market place.” We must fash-"
ion" whatever ‘legislative aids are
needed- to make ‘sure: that your
great industry does in fact supply
a -powerful ' and :much-needed
stimulus to- our economy, -

The plain fact is that ‘the hous-

. ing. industry today, like our over-

all economy, is in trouble, I have
long  warned: that the housing
industry is a vital cog in our eco-
nomic machine and that it is im-
perative for us to do.everything
to encourage a high and expand-
ing rate of housing construction.
And' yet we have seen home
building drop precipitously over
the past several years. Last year
private housing starts fell to an
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annual production rate of 990,000
units, which is the  lowest' rate
since 1949.. The current level ‘of
production is down very sharply
from the 1.35 million units pro-
duced in 1950 to the 1.3 million
produced in 1955. Last month the
seasonally - adjusted rate dipped
to 970,000. I think it especially
significant that our current. rate
of housing production is nearly
down to the level achieved in the
year 1925—in other words we are
back where we were a generation
ago. .
Now I am not one of those ‘who
believes that the basic problem in
housing” is a‘ decline in housing
demand. Those who hold this thesis
do not have in my judgment .a
basic understanding of America’s
housing requirements and poten-
tial. ) C o
In my opinion, the ' falloff in:
housing starts reflects primarily
financing difficulties - and the
absence of a true low down pay-:
ment housing plan rather than’
defects in housing demand itself.
Our population  is ‘rising at a
fabulous rate. The tremendous
rate of migration of our people
will continue -to bolster housing
défnand. Incomes are high, and if
we can combat the present reces-
sion, they will continue to rise
and shore up housing demand. The
vacancy -rate is still' practically
negligible and recent Census Bu-~

:reau reports indicate that we are

again moving in the direction of a
housing shortage. The . extremely
low vacancy ratio is not at all
surprising when we consider how
low the level of housing produc-
tion has fallen over the pa

several years. '

Mortgage Credit y

In short the problem facing the
housing industry is not a lack of
basic - demand- in my judgment.
Basically I do not think there is
anything-. the housing - industry
needs to pick up:momentum’ ex~

sContinued on page 33
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HALLGARTEN & CO.
ALEX. BROWN & SONS

LOEWI & CO.

Incorporated

gitized for FRASER
p:/[fraser.stlouisfed.org/
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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 Enefgy-RevieW—;Harris,.Upham & Co., 120 Broadway,
New York 5, N. Y. ’

- Atomic Letter (No. 35)—Analysis of fund investment in missile

field—Atomic Development Securities Co., Inc., 1033 Thirtieth
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.

Canadian ‘Bond Market—Bulletin—James Richardson & Sons, .

173 Portage Avenue, East, Winnipeg, and Royal Bank Build-
ing, Toronto, Canada. - :

Canadian Bonds—Bulletin—A. E. Ames & Co. Incorporated,
2 Wall Street, New York 5, N. Y.

Canadian Investment Review—Study—DBurns Bros, & Company,
Limited, 44 King Street, West, Toronto 1, Ont., Canada.

Detroit -Banks — Twentieth annual review of five Detroit

Banks—Manley, Bennett & -Co., Buhl Building, Detroit 26,
Mich., '

Dividends for More Than a Decade—Common stocks, classified
by industries  which have. paid dividends for 10 years or
more, with dividends paid. in' 1957—American~ Stock Ex-

. .change, 86 Trinity Place,New York 6, N. Y.

Igy—Discussion of. developments of the. International Geo=

- .physical .Year — .In current issue of .“Investors Reader” —
Merrill Lynch, Pierce, Fenner & Beane, 70 Pine Street, New

. -York 5, N. Y. , -, :

- Japanese Electrical Machinery Manufacturing Industry—Analy-
sis.in current: issue. of ‘Nomura’s Investors -Beacon—Nomura

‘Securities- Co., ‘Ltd., 61 Broadway, New York 6, N. Y. Also
<in' the same issue are discussions of Japanese Shipping trade,
- -and of the new. five-year economic program. . ° - :
Japanese Stocks-— Current information — Yamaichi Securities
Company of New York, Inc, 111 Broadway, New York 17,
New York. ¢ ‘ e '
Let’'s Look at Stocks and Bonds—Booklet written expressly
for ‘those who want to familiarize themselves with Stocks
and Bonds—Pacific Coast Stock Exchange, 301 Pine Street,

San Francisco 4, Calif.—5c per copy.

-~ Long-Term Investment Funds-—Study of supply and demand-—

Salomon Bros. & Hutzler, 60 Wall Street, New York 5, N. Y.

Microave Associates, Inc—Review—Amos Treat & Co., Inv., 79
‘Wall Street, New York 5, N. Y.

New York City Banks—Breakdowns—government bond port-
‘folios and sources of income—for .13 New York City Bank
,Sbogks—Lalrd Bissell & Meeds, 120 Broadway, New York 5,

Over-the-Counter Index — Folder showing an up-to-date com-
‘parison between the listed industrial stocks used in the Dow=-
iJones Averages and the 35 over-the-counter industrial stocks

-~ used in the National Quotation Bureau Averages, both-as' to

:yi_eld and -market “performance over.'a 19-year - period t—
: ialtéonal Quotaton Bureau; Inc.; 48 Front Street,:New. York
Philadelphia Bank Stocks—Comparison of 12 largest Phila-
tdelphia Banks—Stroud & Company, Incorporated, 123 South
iBroad Street, Philadelphia 9, Pa. - i
Return of the General Store—Review—In current issue of “The
:Exchange” Magazine—The .Exchange Magazine, 11 .Wall
i Street, New.York 5, N. Y.—10¢ per copy—$1.00 per year. Also
in the.issue are discussions of odd-lot investments and the
‘volatile ‘stocks. of 1957. i
Stocks—Sglected lists in current issue of “Market Poinfers”
—Francis I. du Popt & Co:,'1 Wall Street, New York 5, N, Y.
Also in-the :same issue are discussions -of favorably situated

Ve

. Ilagan Chemicals & Controls Inec.
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industries. and of the market outlook. In the current issue

-2 tof “Gleanings” is a list of well situated lower priced shares. - - & i
R S § 0k Satetd 2 MR TR g p By o “erisis”, evaporates:. In 1956, State -

py 'American Yiscose Corp&ra;tion—Report—Harris, Upham &‘Cvo.,

120 Broadway, New York 5, N. Y.

" ‘Ameoskeag Co.—Memorandum-—Pacific Western Securities Inc.,

.- 634 South Spring.Street, Los Angeles 14, Calif. .

‘Arkansas Louisiana Gas—Survey—Abraham & Co., 120 Broad-

way, New York.5,.N. Y.. Also in the same gin_:ula; are data -

.~ on Bridgeport Brass and Parke, Davis. -

Asamera Oil Corporation—Bulletin—De Witt Conklin Organi-
. zation, 120 Broadway, New York 5, N. Y.. . 5, &

Boeing, Airplane. Company—Special Report—Thomson, & Me-
Kinnon, 11 Wall Street; New York'5, N. Y.. ;

Canada Southern Petroleum—-‘Mcmoi"a,ndum;H'ard‘yv & Co., 30 .

Broad St., New York 4, N. Y. Sla

. Cook_Electrie Co—Data—Eisele & King, Libaire, Stout & Co., -

50 Broadway, New. York 4, N, Y. Also in the same. circular
are data on Magnetics, Inc. and Radiation, Inec. ;
El Paso Natural Gas Co.—Memorandum—A,; M. Kidder
Inc., 1 Wall Street, New York 5, N.. Y. o b
First National Bank of Chicago—Analysis—Bacon, Whipple &
Co., 135 South La Salle Street, Chicago 3, I11, ‘
George A. Fuller Company—Review—Hayden, Stone & Co., 25
Broad Street, New York 4, N. Y. Also available are daia
on Super Markets, National Tea and A. J. Bayless.
~Report—Loewi & Co., In-
corporated, 225 East Mason Street, Milwaukee 2, Wis. "Also
available.is a report on-Interstate Securities Company.
Kansas City  Power & 'Light Company—Review—The First
Boston Corporation, 15 Broad Street, New York 5, N. Y.
Kirby Lumber Co.—Analysis—Coburn & Middlebrook, Incorpo-
rated, 100 Trumbull Street, Hartford 3, Conn.
McKesson & Robbins-Inc.—Report—Joseph Faroll & Co., 29
- Broadway, New York 6,'N. Y. g
Monterey Oil Company—Report—Dean Witter & Co., 14 Wall
Street, New..York 5, N, Y. Also available are reports on
Signal Oil and Gas Company, and'Douglas. Aircraft Co.
North American Aviation- Inc.—Analysis—Bache & Co., 36

Wall Street, New York 5, N.. Y.. Also available is:a review of’ -

the outlook for business. .

Rheem Manufacturing: Company — Analysis — Coffin & Burr,
Incorporated, 60 State Street, Boston 9,-Mass; = © = :

©* Safeway Stores—Analysis—Halle & Stieglitz, 52 Wall ‘Street;

New York 5; N. Y. -

Wileox Oil Company—Analysis—Blair & Co. Incorporated, 20
Bmad Street, New York 5, N. Y. - e i

& Co,

"~ without inflation and will grow
at .normal’ long-term:: rates, 'the-. .

~‘.and*local ~governments spent -
"around $42 billion, including pay-
.ments. on.debt but excluding such
... “trust”. arrangements as employce

_retirement systems. This -was fi-

. “.nanced from tax revenues, Fedeljal
-+zid,"-and. fees  and..charges  for
-.services totalling about $§7_.5 bil-~
" lion; the $4.5 billion deficit was
< covered by borrowing for’ ‘con-
struction- projects. -In. 1965, the
. economy’s ; growth without in-
creases. in tax rates should. pro-
duce receints of between $52 apd
$55 billion. This, togethe'r_ with
- borrowing for' new facilities at
recent rates, would be-enough to
keep pace with population growth
and ‘make a very substantial im-
provement in the quality of public
services. It would not be enough
to finance all services at the most
desirable levels, but it ‘would go
“much of the' distance to- these
goals.

Since the backlog exists here
and now, the next few years may
be more difficult than the longer
run, as public agencies try- hard
to improve services right away
Lefore the higher revenues yielded
by economic growth are available.
Logically, this means very much
heavier borrowing in the next few
years, which probably would re-
quire quite a few changes in State
and local laws and practices: Such
changes may not be easily. come
by,.but they would contribute:to

" ‘balanced economic: growth 'if
" achieved, ... - -- ¥
'} .. If there is a considerable degree

‘of inflation in coming years, State
and local governments will face a

- ‘erisis in’ their efforts fo catch up.
- This is because inflation increases

their costs far more rapidly, than
" ‘their revenues from their. single

* State-Local Government Fiscal
~ Needs and Resources

By DICK NETZER*

Economist, Research Department
Federal Reserve Bank of Chicago

The vicious circle of State-local services lagging behind in-. -
creasing needs can be broken,. economist Netzer declares, if " -

* borrowings can be obtained now rather-than- in the next few "+ sively. tap -the. nation’s - pool: of

' years, when economic growth will yield higher reyenue, and if

inflation ceases. Given prosperity, growth, price stability, and .-

adequate borrowings. niow, amthor sees backlog needs- of: Trow-
: ing, urban population overcome. - :

© ‘most important source, the prop=
erty -tax.- In -inflation, property
> tax. revenues rise much more
- slowly ‘than: the ‘matket value of
- {axable property, due:to lagging
-assessment practices and resistance
to the large nominal rate increases
needed to offset these lags. ~ :
In: short; we can"expect - truly
- good performance. frota State and
local' public agencies only if the
.economy is generally prosperous,
growing, and inflation-free and if
these: agencies have.sufficient  in-
+ jtiative sand. freedom - £o- aggres-

savings by borrowing - in - large
. ‘amounts. in"the ' next few .years.
- ‘Otherwise we must look for much
. ‘slower progress._in working down
,~'the backlog. .. - R A

|’

[

B_an’u, Brokers, Dealers . . .

Currently Popular :—
. ...-Reaction Motors
© 7 ~(Merging with Thiokol)

Aerojet-General Corp.
' (Controlled by General Tire)

Mine Safety Appliances
(Controls Callery Chemical)

Firm Mgrket:

TROSTER, SINGER & CO.
Members: New York Security Dealers Association. . -
74 Trinity Place, New York 6, N. Y.
1 iHAnover 2-2400 . e '

5 N A ¥ et o T
---Teletypes NY -1-376-377-378 - -

. State and local public agencies

have taxed, borrowed, and spent
-heavily in the postwar.decade, to
provide the ‘public services rand
facilities ‘required by a growing,
mobile, ever more urban -popula-
tion. But the supply of these
services. has  lagged - behind  in-
creasing . needs; .among the . re-

- sults. are .congestion of ‘transport

facilities, a marked scarcity of sites
for new residential building, and
anguish -about-'the . quantity ‘and

*From a talk by Mr. Netzer, currently
on assignment to ‘the Board of Gov-
ernors of the Federal Reserve ‘System,
before the American Economic Associa-
tion, Philadelphia, Pa. The views  ex-
pressed are solely those of Mr, Netzer.

quality ‘of the output of our edu~
cational systems. This backlog of
-needs for: schools, roads; hospitals,
water and sewer facilities, and the
like, with its potentially harmful
effect ~on ' the. nation’s growth,
poses a_big problem for State and
local governments. . Can they get
the money- for the needed expan-
sion of their activities from pres-

ent revenue systems. and- from -
funds . borrowed in the ' capital

markets under  conditions likely
to exist and on acceptable terms?

Or is there a real crisis heading .

up here too?

If you look ahead another dec-
‘ade and assume that: the country

will be generally prosperous

Here Is A Sbecial Opportunity for You:

~ “FOR SALE”

Beautifully

" 'Phone REctor 2-9570"-

Bank & Quotation Records From 1933 to 1955

_ Available in New York City—Write or

i ¢/o Chronicle, 25 Park PLN. Y. 7

Bound Set of

.. »Edwin L. Beck- - .- -

i

“coming |
EVENTS

In Investment Field

‘Feb.-13,-1958  (Chicago, IlL) .- - .
*. Bond Club of Chicago annual
meeting and dinner -at Univer-
‘sity: Club, 2 e
Feb. 14, 1958 ‘' (Boston,  Mass.) -- -
-Boston - Securities. ‘Traders -As=
sociation -34th annual dinner at
" the Sheraton Plaza Hotel. - -- -
-Feb: 21; 1958 (Houston, Tex.) .~ -
- -Stock & Bend Club of Houston
annual Field Day at Lakeside
-~ Country Club. - .~ - Y ER
Feb. 27, 1958 (Detroit, Mich.
Detroit Stock Exchange annual
dinner at the Statler Hilton. . -

‘'Feb, 28, 1958 (Philadelphia, Pa.)
Investment Traders Association
‘of Philadelphia “annual Mid-
Winter - Dinner - at . Bellevue-

- Stratford Hotel.. - - ;2.

‘March 7, 1958 (New-York City) -
New York Security Dealers As-

. ' sociation 32nd annual ‘dinner at
the Waldorf-Astoria. -

-April 11, 1958 : (Torento,: Canada)
Toronto Bond ‘Traders Associa~

" tion annual dinner at-the. King
Edward Hotel.:. .. . ... .. . ¢

"April 23-25, 1958 (Houston, Tex.)

- "Texas Group.Investment Bank-

' ers.Associatien -annual.meeting

" "at the Shamrock Hotel.:.-. . :
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Graham Walker Parlner

In Gregory & Sons
- Gregory & Sons, 72 Wall Street,
New York City, members of tho
New York Stock Exchange, an-
nounced that Graham Walker has
" become a gen-
- - eral partner in
- 'the firm . and
.that  J. Wal-
ter Leaso n
has been ap-
_-pointed_ Man-
ager of ‘its
investment re~

Slm ultane~

i ously it--was..

“announced

.- that thedcs:
> quisition by -

(iri;ham'\iva'umr, Gregory &
! -'Sons of .the
extenswe corresp(mdent broker=
age. business "and : facilitiés of
McManus. & Walker,  of whlch
‘Mr. Walker ‘formerly was: senior
partner, -has : become effective,
The acquisition makes Gregory &
‘Sons one-of the largest wire cor-
respondent houses in the country.
The firm. now has direct private
wires from its New York City of-
fices to 53 correspondents located
iin 60 cities in the.United States,
the District of Columbia and
«Canada. ;i

Mr. Leason formerly was asso-
ciated with Montgomery, Scott: &
:Co., members of the New York
Stock Exchange.

Malon S. Andrus Forms
Govt. Bond Firm

- Formation of the new firm.of
‘Malon S. Andrus, Inc. to specialize
‘in securities of the United States
.Government and - its instrumen-

talities and in

- -state and mu-
. nicipal issues

" has. been an-
nounced by

- +Malon S.: An-
- drus, . veteran

s movernment
~bond'man

~"who has. been
- etected Presi- 'y

. dent -of -the

 firm. The new.
. company--suc-:

--ceeds to: the

Malon S. Andrus" tax - exempt
securities

business conducted by J. G. White
& .Company;, Incorporated which
-w:ll ‘continue. in the.investment
“banking business, Mr :Andrus-has

been -Vice-President . in. charge of -

-the: government bond- depar timent
rof J. G.: White: & Company, In-
'corporated since -1951.° ;

Otlier - officers of Malon‘S; An~.'

drus Inc., all of whom have: be€n !
4 asméiated' with- Mr.’ Andrus ‘for
- !some-years, arerA.-John Bright,
- Vice-President; Andre‘w‘ “B: Dott,
'che-Presrdent and: Homer D
Sw1hart Vlce-Presxdent
The flrm is locatéd at 37 Wall
Street New Xork City s

" First Washmgton Corp

. -Names John Smnth Partnerf

. PITTSBURGH, Pa; John P. ¢
Sm.lth has been appomted as resi- .
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Uhhly_Servmg Two Panhandles

By DR. IRA U. COBLEIGH

Enterprise

Economist

Some reflections on the current position of - electric- utilities,

together with a statistical salute to Southwestern Public

Service Co...

In our. current market," char-
acterized by fluttering share
prices, .lowered. - dividends and
Cassandra-like ' bearish "bleatings
by some of the . ;
cloistered .
economists, .
it’s heartenmg :
to divert one’s
gaze toward: .
less troubled. -
waters; to wit,.

1 h e :

mdu!try Wlth
undiminished -
zeal, -this sec-
tion-ofour-
economy : is
moving - into
1958 with
bright . pros-
pects of rising earnings and divi-
dends, in the case of. many
companies, and a 3% higher total
budget (about $3 1 billion) for
construction, than in 1957, (Manu-
facturing mdustues indicate a
16% decline in capital outlay for
1958). Such pleasing prospects are
buttressed by the continuing ris-
ing demand for electric power, the
relative stability of fuel costs, and
the - lowering trend of interest
rates permitting. a considerable
annual money-cost. saving = (over
1957) on such senior financing as
may now be requisite.

Not all. utilities, however, will
partlcxpate equally in this finan-
cial forward motion. The rates of
growth will follow, quite faith-
fully, population - trends. In thosc
sections of the U. S. where in-
crease in population is - most rapid,
will usually be found the electric
power’cor‘npanies with the sharp-
est’. upcurve in gross, net and
dividends. But,” for that growth
potential, investors are expected
to.pay a premium in the form of
higher  price-earnings ratios in
respect to the shares they buy, and
to be willing to accept a 5% to
1% % lower -yield.

Our selecton ‘is in this growth

Ira U. Cobleilh .

well entrenched utility equity -as
Public Service Electric-& Gas Co.
.to “yield 6%, most of the growth
issues restrict. the. buyer to a
return somewhere between 4%

and - 4vs %.. We-have in mind.a

‘particular. security, . which. .we.
consideration . at -this. time,; It is
‘the-ecommonstock of;; Southwestern
'Public. Service. Co.~ .-
-Why,-you -ask, should we have
‘singled. out thls issue-ds an out-
.standing -value. in-today’s market?
-There are three very.good answers

»" to-that questwn‘ (1) .the territory

:served is one of.the -most rapidly
expandmg areas - (in-population)
in the- United-States. (2) rpower
. generation is-achieved by -an ex--
;tre’mely-satisfactory low cost fuel,
.natural- gas;--and- (3) there- have
been five eash-dividend increases
on -this .common stock -since 1948.

So -having -- dedicated- ~today’s ,
space = to Southwestern ' Public

section- of the utility list. Whereas
it is possible-today-to_buy such a

thought _should be. given ‘special’

irrigated "land  in  the United
States. Here are located not only,
broad agncultural areas for cattle
raising  and grazmg, but . large
scale farming in cotton, - alfalfa

< and. -wheat, _burgeoning oil and

natural gas production: and mines
which turn.out about 95% . of: the

“potash. productwn of, the Umted
- States. <

Altogefher, -a populatron sub=

'~sta'ntlally in. excess of '800,000. is

served -in..Texas,’ Oklahoma : and
the -Pecos_Valley :of New: Mexico;

" ineluding . the cities  of -Lubbock
‘and -Amarillo; and Pampa, Texas;

Clovis, Roswell
New: Mexlco

- Population in' this territory has
mcleased over 80%:  in the past -

and Carlsbad

.15, years.. In- the past 10 .years

alone, kilowatt - hour . sales. have
risen.308% (national average rise
—135%). In this same’ 10 year
period. ' (Aug. -31,. 1948 - through
Aug. 31, 1957) total . operating
revenues rose from $14.7 million
to $42.3 million; and net income
from $3.6 million to $8.6 million;
and dividends from 85¢ per share
to $1.48. Such a lively expansion
in all the dollar results that count
has naturally built a lot of stature
for SPS common; so much so that
48,600 shares were bought by four
investment  trusts in  the  closing
quarter of>1957 ‘(three bought for
the first time; the other added to
an earlier commitment); and only
one trust sold out 1,200 shares )

Ofhe of the reaSons for informed
investor preference ‘for- SPS is
found in its consistently low fuel
costs.’ SPS burns natural gas, pro-
‘duced - in the area, and delivered
(1957) at an average cost of 13.11¢

per MCY. While this price is up |

from 6%¢ in 1948, it should be
noted - that by puiting into use
relatively new and more efficient
generating equipment, unit gener-
ating cost per - has risen
onlv from 1.40 mills to 1.66 mills

‘during the decade in question.

. Now many utilities serving an
area of such Fapid growth seem
to have'the constant problem of
addition to generating and trans-
mission equipment. “On-this-point |
the management of Southwestern
Public Service seems to have been

particularly farsighted. -Aggregate |.

generating - ‘capacity now - totals
818,700 ' kilowatts' ;which - amp]y

‘covers present peak: loads; and in- | -

dicates-.no 'need - for . addition--to

plant .capacity until--1960. "All -of |
}whlch means.that no- new- financ-

/ing"is. contemplated until -March

'1959, and_mo-new -equity--financ-
.ing until 1962. -By. that-time, ac-

cording. - {o- present --management

_estimates; .the common' should be ||
_earning 2.80 ‘and ‘paying -$2 - per

share. Now this uniquely optimis-

-tic - projeetion 'should animate; :i'

net - excite,- present - and prospee-
tive-- shareholders -who- contem-
plate a-4.4% return on-this com-
.mon- at -3334 . (based on the -lates!
.quarterly dividend' distribution -of
.37 cents per shaxc) The company
‘policy-of a 75% rpayout-suggest
a rising yield, over the next fou

“dent partner. in charge of the! Service. Co common, it now be-iyears, accruing to those who owr

. Pittsburgh, Pa,,
. The First Washington Corporation. :

ifacts’ and statistics’  that will!

branch’ office loOOVQS us to marshall a body-of . or buy this common now. Thirt]

‘per cent of -the 1958 -dividend xr

of electric pumps with as much
‘ardor as any utility in the coun-
try. This. eampaign to build up
residential sales is now paying off
and 1958 advances in this depart-
ment should be quite impressive.

Actually, the business of SPS
is quite nicely balanced, being de-
rived 32% from industrial electric

- customers; 32% {rom rural and

residential - customers- and 227
from‘ commercial outlets in: 1957
(fiscal year ending 8/31). Balance
of electricity -income ; (95% of
gross) were from" miscellaneous
sources;, with water and gas m'\k-
ing up the remaining 5%:. !
Electric ‘equities. are’ not, to.be
judged -solely. ‘on rises. in- reve-
nues; some consideration;should
be: given. 10" cost ‘controls. -
Southwestern: stacks up: qulte
well, . carrying': through 19% -
gross revenues :into net for thc
common ‘in fiscal=1957: Earmngs
.applying: ‘to  common - have.'in<
creased at the rate 'of 10% com-'
pounded over -the past five-years;
zi\ggo have virtually doubled sincc

Present - capitalization "is $10‘7,'- ;

488,000 in funded debt (56.4%),
$17,420,000 " in * preferred = stock.
(91%)  and 4,380,708 common
shares (34.5%).

With all the hoopla about gov-

ernment-regulatory bodies in. the:

press these days, someone is like-
ly to ask how-does regulation af-
fect Southwestern Public Service?
Are existing rates adequate? If
not, will the company have a
tough time- getting appropriate
increases? SPS has no-regulatory
problems at the moment. It is
earning about 5.90% on present
estimated rate base; and manage-
ment believes this rate of return

can rise to about 7% within four |
‘Hence it has no present

years.
‘plan - to- request  rate increases.
When or if it does, it must .apply
to a state commission in New

Here -

(633), ')

Mexico, and to. individual munici !
-paht:es served .in Texas: ot as
No one should  expect SPS to
prove ‘a ‘market rocket; but pru-
dent investors in search of issues
with good defensive qualities and
a rising dividend .trend may- bene-
fit from a consideration of SPS.

Kavanewsky, Nesler

V.P. sofSehapque.

The election of John F.Kavanew- .
sky . and Walter .C.'Nester as
Vice-Presidents of M. A. Schapiro
& Co., Inc.;'1:Wall Street, New -

“York, -was announcead - by Morris‘ ;

A. Schapiro :President..

‘Both ‘Mr. :Kavanewsky ‘and Mr o
Nester..._have -.‘been : with - the .’

¢ -Schapiro’, urgamzatwn “for * three - .
-years. -the-*former :having pre-

viously . ‘been": .associated .
Goldmau Sachs' & Co.:and Metrill,
Lynch, Pierce, .Fenner. ‘& .Beane
and ..the_ latter . with " The First
Boston Corporation, -

.Correction

- In’ “The Financial Chronicle” in
reportmg ‘that Charles ‘A.. Fuller
had -become -associated with E. J.
Prescott ' & . Co.,, Minneapolis, it

~was ‘indicated 'that Mr. Fuller in

the past. hadbeen proprietor of
Charles A. Fuller: & Co. - Charles
Andrew Fuller-who has joined the
Prescott organization is the son of
Charles A. Fuller of Charles A,
Fuller.& Co. Mr. Fuller, Sr. in-
forms us that he:has been

quite happily for.'a mumber oi
years.

~ Howard Sellers Opens

(Special to THE FINANCIAL CHRONICLE) -
DENVER, Colo. — Howard N.
Sellers is engaging in a -securities
business ' from.. offices . ‘at 1540
‘Washington Street

-New Issue

Blyth & Co., Inc.
‘The First Boston Corporation

This adzertisement.is neither an offer to sell rior a solicitation of an offer to buy any of these
securities. The offering is made only by the Prospectus. This is published on -
behalf of only such of the undersigned as are gqualified to act as
dealers in securities in the respective States.

 February ¢, rg58 .

1,000, 000 Shares

Tennessee Gas Transmlssxon Company

.. Common Stock

- (Pac Value $5 PerShare) -

) Price 53075 pe‘r';Sl.rare : ;i i s

< Copies.of the Prospectus may be obtained from any of the under-
» signed who are qualified to act a5 dealersim the respedtive States.

Stone & Webster Secunhes Corporatmn ‘_ Wlnte, Weld & Co.
::Eastman Dillon; Union Securities & Co. ;

Glore, Forgan & Co.

..The: new branch  office  was]justily. our confidence, in giving a ' Federal tax-exempt. -
opened last Jan. 27 and is. located ; favorable nod-to SPS-now selling; One problem, to which the man.
"in the Investment Building, at 235 on New York Stock Exchange at‘agement at ‘Southwestern "is ad
. Fourth Avenue. '33“4 and paying ‘37¢ quarterly. | | dressing itself; is the fact that-re

Mr. Smith has- been active in| . First let's look at the territory.  sidential electric consumption ha
.the securities business in Pitts-:It’s lush. Tt- embraces’ both the:been somewhat below the nationa
“ burgh for _a.number of years. He: ! Texas and Oklahoma Panhandles, | average. Two thousand, four- hur'

Goldman, Sachs & Co. Harrm}an R:pl:! & Co.- Kldder, Peabody &Co.
-+ incorpora - -
Lehman Brothers P Merrtlll.ynch, Plerce, Fenner: & Bune

Pame, Webber,e Jackson & Curtis- - Smith, Bamey &Co. .

awas- formerly associated. with Mc-
_Laughlm Cryan.and Company. .

spills over into New Mexico and{dred and ' thirty - two kilowa“
totally, provides kilowatt enelnghours (1956) “sales per residenc’
‘to an “area substantlauv larger: in its territory compares with na
- {than the' ‘state ‘of Pénnsylvania. , tional. consumption. running.-cur;

- Joins- Shaiman Staﬂ: - i Land spread is O.K. but what sort’
l:leﬂleBE l"nunml. ‘CaronrcLe) -~ ,of country is this? 8()% mesquite,
DE‘\'VER Colo. — Gwenith"A.: and :cactus? Oh- no! Its 4,700.000"

-~ McCeoy is now ‘with Shaiman and-acres..of..land . under.. u'ngation
Company, Boston Building. represent. one-sixth - of: all - the

rently (no pun:intended) abov’
3,000 kwh. To move this fxgur
forward SPS has taken an aggre”

sive attitude in respect to sales ¢
appliances, and  is promoting.us¢

Clark, Dodge & Co. : Drexel.& Gal: Hemphlll Noyes &Ce. :
Hornblower &Weeks - LeeHrggmson Corpmhon F S. Moseley&ﬁo.
ne l_‘ ' Dean Wllter & Co

gitized for FRASER
p:/ffraser.stlouisfed.org/
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The Canipaign Against Profits
- Could Be Most Disastrous

-By ROGER M, BLOUGH~*
Chairmanr of the Board, United States Steel Corporation

' Proposed “profit-sharing” plan

originating in Detroit is termed

* “profit-squeezing” by U. S. Steel head after pointing out that

the “principal victims would be

its intended beneficiaries—the

employees of American business. . . .” This plan is but one

of three disastrous campaigns,

according to Mr. Blough, who

finds the other two are Iron Curtain attempts to undermine
America’s faith in its way of life, and advocacy of wage in-
creases as an antidote to the present slump in business activity.

Points. out, for example, that
91/, cents on each sales dollar

every penny of U. S. Steel’s
“came from people” and goes

“back to people,” thus, adding enormously to the nation’s
material wealth as a whole.

Three vigorously-waged propa-
ganda campaigns are converging
at a 1958 crash pace.

Averting a serious smash-up is
going to take
some pretty
fast footwork
with the
brakes and
some mighty
sharp maneu-
vering with
the steering
wheel — most-
ly, I would
‘say, on the
part of those
who are .re-
-sponsible for
driving  these
propaganda

Roger M. Blough 4
machines.

* Iron Curtain Campaign .

Campaign Number One is moti-
vated by Iron Curtain sources who
have openly and boldly stated tnat
their objective is to take over you
fellows,. lock, stock, and barrel.
As a means to.this end, their im-
mediate purpose is to destroy

. America’s: faith in.your accom-
plishments .and in .the achieve-
ments of your employees and asso-
ciates. This, in turn, should serve
to destroy America’s faith in itself
and in its own way of life. And in
any struggle for survival a nation
without faith is as helpless as a
natien without kilowatts.

‘Here then is a coldly calculated
campaign of conquest. We hear it
said that America no longer has a
monopoly on scientific and indus-
trial achievement; and we are ex-
pected to forget that neither
America nor any other nation-in
the world ever did have such a
monopoly. We are told that Russia
has scored a great scientific ad-
vance in the development of mis-
siles. And that is true.. We are

reminded that Russia has a com-
*An address by Mr. Blough before the

Automotive Parts Manufacturers Asso-
ciation, Detroit, Michigan, Jan. 31, 1958. -

munistic government, which is also
true. And we are supposed to con-
clude that only by aping Bussia’s
political system can we equal her
scientific prowess. Which, when
you stop to think about it, is a
pretty silly non sequitur; if I ever
heard one.

Tossing bouqucts at their own
communistic system and brickbats
at ours with references to missiles
ard what=have-you is undoubtedly
effective enough fodder abroad

for the propaganda mills—as if the °

sweat and grime of-an intelligent
people when concentrated on mili~
tary objectives at the expense of
decent "living could not be-made
to show results under any system.

So, ‘with duc deference to theé
need of alerting ourselves to the

; dangers of complacency and to the

dangers of alien military progress,
let’s keep our feet on the ground
and the frecdoms which made us
a great nation unimpaired. .

And to thosc who are now en-
gaging in this' great campaign of
propaganda — and - to those who
unwittingly may be aiding .it—I

would like to offer a very simple -

and perceptive little statement
that was recently made by a
foreign observer — the Secretary-
General of NATO, who said:

“Tt is harder to provide all mem-
bers of the community with a roof,
shoes and meat than to launch an
artificial satellite.” And that roof,
shoés and meat job America-has
done fairly well.

- Depression-Panacea ;
“Which leads me logically to the
second of these three campaigns.
This. one-is in-the domesti¢ ‘field
and it concerns.the problem of
any struggle for survival, a nation
how to make ends meet, how to
provide jobs with a good. living
wage, and how to live within our
means as a nation and still do all
that is required of us.
These problems themselves, of

“course, are perennial; but they be-

come -more acute in times like
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these when business activity is

- lowered, and when lamentable=
layoirs are causing economie loss

not oniy to the employees afrectéd
but ai1s0 to tne nation as a-whole.
sucn perioas call for faith, sound:
judgment and wise action—some -
of wnicn have alreaay been taken.

* But they also call iorth an army

of amateur economists wno are:
motivated by an infinite- variety
of personal 1nterests and who are
armed with a mimeograph-full of
doubtful devices and panaceas.
Not the least of these, of course,
is the oft-tried-and-found-want- -
ing scheme of increasing purchas-.,
ing power by merely increasing :

wage costs; and the fact that the -

present slump in business activity
began at a time when consumer
purchasing power had reached the .
highest levels in history does not.:
dampen, for a moment, the -ardor
with which the proponents. of this

means, the theme song of this
great campaign s pounded hoing”
in" simple terms: profits are ex--
cessive; profits cause inflation and
preed , recession; profits, in short;
are:the root of ‘ail evil;“and only
by forcing employers to put morc
of the profits in the pay envelopes
of the employees can the economic
salvation of the nation be achievcd.
. 'The * most-remarkable thing
about this latest “*share the wealti”
campaign, of course, is:that were
it-to succeed, its principal vietims

‘would- be- its intended - benefici-

ari.qsf—'th‘e émployees of“American’
business —the self-same employ-
ées,~in -fact, who are financing

haps, is the fact that this campaign
is- being. innocently:- supported by
large . numbers “of -well-meaning
people’..who ' sincerely want the
United States.to prosper and to be

quaint theory are urging .their strong;and.who yct seém to ihink -

formula upon you. ! )
Pleasantly packaged, however,:

this elixir is as potable as the old-

time medicine man’s mixture’ of;

‘that somehaw: this can be brought

about’ by ‘eroding : the’ pne . thing
our ‘economy*must -have to'live’on
and- to‘grow.on;.a - working- profit!.

syrup, alcohol, and water——anq .7 Clearly the'thrée campaigns that

just about as ‘effective,; too!. ...
. Taken in immoderate. doses,it.
convinces - the - imbiber that .the:
best cure for the resultant hang-:
over is a few more shots .of ‘the
hair-of-the-inflationary-dog-that«
bit<you,~ vt ¢ oo o o

But :when the -housewife rises
in . revolt as she:sees the family

income’ being dissipated —and

when she correctly concludes, that,
exorbitant - wage -increases “are:a
major. cause of the rising’ prices
that plague- her —the ‘amateur
medicine men are forced:to:take

refuge in their favorite mnostrum::

—O0ld Medicine - Man’s Special—-

which is positively guaranteed to |

produce skyrocketing wages with
no increase whatever in prices.
This is accomplished, of. course,
by .inducing profit -exhaustion
throughout the business system.

Profit-Squeéeze Camriaign y

And the sales pitch for this nos=>
trum. constitutes the third-of the
three great propaganda campaigns.
that are now converging headlong

- upon Detroit. . ., . although ‘‘con-

vgrging” may not be precisely the:
right word in this case, since:the

campaign itself was resoundingly

launched in Detroit.

Now this campaign is vthe'rd‘ld,"iv
: familiar profit squeeze decked out’

in a new bib and tucker.” With:a |
fine regard for the niceties of-sc=*

"I'have;described :are-the business

of ‘all of«us..We cannot afford 1o
neglect them; nor to leave our na-
tion prey-to this destructive proo--
aganda.’ And since time’ does not
perrrit“an adequate examination

- of all three now, I propose that we

spe; (}‘Vsome‘.time with :the profit
squeezers. °, : 3 g 2
. Why does. their. siren song" ap-
peal.to_so -many. good, loyal, sin-

cere. high-minded, and- thoroughly '

patriotic:Americans? Could it pos-
sibly: ‘be«that we.in" business. have
failed to apprise our fellow Amer-
icansof. the fdcts -about® profits,
‘and what profits do for people?
Well, I'm. very. much afraid that:
it could. It may be true that we
have given people the impression -
that.the primary concern of Amett,
ican business;lies.in reaping-prof=
its, a§ such—=a-pile-of money as an .

end “in’itself. " If so,.I would like .
tormake some contribution toward .

(dispelling that: misconception; be-
cause; it _just:sn’t truce.i ...’ either:
in your:business o1 in“ours.

..In"our business, I know that the -

rinc¢ipal concern of -the manage-

ment. -of,. United - States - Stecl - is

who are . pensioners, people :who:,
are sharecowners,  pcople -who-are .
suppliers — and. people who'. are’.
just. people . . .- the - publics of

mantics, its proponents talk of ~America and of the world whe-ex=-

profit “sharing” rather than of in-
voluntary profit “squeezing”; but
either way, their purpose is 1o
“share” the life right out of ém-"
ployers’ profits— the fellow" who
is supposed to- provide the; jobs. :
Nor are these enthusiastic
“sharers” discouraged by ‘the fact

that profits have already been:

squeezed considerably. For seven -

successive years, corporate:profits =
as a whole have been less ‘than:’

they were in 1950; and—as a ‘per- tors, I am‘sure, would consciously *

centage of the national income—-
they have shrunk by more" than
one - third during -that interval:
But the profit squeezing propa-.-

ganda has not. : 2 swould"hé" cold-comfort

Come the sun in the morning*
or the moon at night, the¥r,nropaz--
ganda moves into millions: of -
homes by television, by radio,.by

the emplovee press, and by so-"
called “educational” movies pro-

pect ‘us to contribute to their ma-.
terial: well'='being by providing
ever-greater quantilies and ever-
better qualities of steel. And when
each dollar of’ the profit:we earn
has. been spent—as it always is—

‘it -has coentributed in -some:impors:-,

tant. way to the welfare of all of
these-people.. . -7, o
“But obviously we haven’t made
that clear;to our. fellow: citizens,
becauseifew of ‘the profit detrac-*

advocatea ..course ‘which “would .
fatally. injure: our nation's econ-
omy.” The; mere. fact - that they
didn’t”* mean-to. kill. it; however,’
after. the’
deed was.done: © v g
.80 let'us try; fo put aside all the-
emotional: reactions .w-hich the .
word. “profit” " inevitably*evokes.:
Let us+not seek”to put'the finger :
of: blameupon:-any’one,’ or _any,

duced and circulated by emplovee ‘group. for -any -of -our ‘economic

organizations. And by all-of these':

1115“ .Rather:1ét" us. use a -little
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this , propaganda out of their pay' - .
envelopes. Less remarkable, per- -

people—=people who are customers, -
‘people .who are employees, people

terials and, §2ry

ineafit of Olhcents, . ot Lo
at “hannenad to that

"‘nrnni gﬂvnﬁ -

plain, old-fashioned,. horse sense,

or ‘perhaps T'd-better.just' call it

“common sense.” "

But with'that in mind, let's start
out by saying:10.our friends,.the " ...

profit squeezers:*“Look. We're all’
Americans. , We all want what is
best for our country. We all have
our problems; and because we see
them from widely divergent view-
points, they seem to be different
problems. But they aren’t. They

are just different sides of the same .

problem. So in the light of simple
reason let’s seek.out the facts to-".
gether, and follow -them, without

prejudice, wheréver they may lead - -

us.” v

" Analyzes Préﬁté "y i

 Now what: are the facts about . -
profits? In fact, what are profits? .-

The dictionary. says-that a profit /-

is the amount by which the re-
ceipts  of a .business exceegd -the
expenses. = In7 other; . words, it 'is
what is left over in-the cash regis+ ..

ter after all of the bills have been . -
paid. And that, of: course, is the - -
popular, . everyday. concept of a",

profit. !

. Most people, tl{erefore, think of :

a profit as so. much “gravy”’—
something that it is’nice to have; -

‘but' that Treally: isn’t’ absolutely .’
necessary. :They- know that if a
business ‘doesn’t:‘take «in enough ',
money from'its customers to pay '
its bills, it-will. soon. go’ broke;.so -

they understand - that it" has:to
charge enough for+its products to
meet its expenses. - They will also
-agrec—or “at.least “most -of . them
will—that ‘a:company: is ‘entitled -

to ‘a profit,;as. ‘a reward for‘the .

services it has performed; but s

they look -npon this-as:a kind:of -

indulgence—or dessert—that could
be dispensed with; should the na~
tional - interést ~require;. without

fatal consequiences to the company

or-to the national economy. —_
" Beyond  that,. they-have widely

varying . opinions, as.to ' how much :;

profit, if any, there should prop-
erly be. And if ‘they-ever stop; to

‘to.a profit, they usually picture it
as something’ that goes. into: the
““company’s pocket”’-—as though a
company ‘were ‘an: actual: person’
‘who might’go out: and_squander
these profits, for his-actual enjoy-

or racing. stables,: ox;the acquisi-
tiorn of a private art collection.: -
But, few people; I.suspect, have

any idea - of “what actually does.

happen,.to. the -profits of ‘g ¢orpo-
ration—what : they . are~used for,
where they go,’and how they af-
fect the well-being .of people; of
employees and shareowners,: cus-,

thinkat all’about.what happens

ment, on. such .luxuries: as yachgs )

tomers and suppliers;-and all: of

the other people of the nation. ‘i
. So by way of example, let’s look
for-a moment: at the-records:of
United. States: Steel,”and see what
really happened to all’ the money
we ,received:from :our+ customers
last.year.in payment for all of the .
products ‘and ‘services-they bought
from us. i .

even ‘¢comprehenid. -So let’s 1nok at
it- in terms:that:even: a . chairman

of the board can.uridérstand, and -
see what  havwened: to- each indj-

vidusl 'dolar of .it. =+, " -

“Out of every dollar our custom- -

ers paid us. we. spent 0015 cents
to meet our bhills—to v for.the -

“wapes. salavies. and henefite of our

amnlovees.:10. pav for all the ma-

rnct of venlaping the plants and

‘fapilitio 1‘)&:!g‘t_rqrf;nntjdlllv'_i_';\q_fb_e =
vear . That loft e with a reported -
o I

v 2

»'Nnm_
nrafit? Wiha i
LWl fivet,

i

ton? . . ¢

thial igh nf mrewiding far tha, ré. £
nlapamant of the fnn"lc'-m:\ﬁ pr!":'n- i

mont that wrare’ nead vn laet veoar ”

3n neadizatinn

. Well that, was. a“whole lot’ of '
money—more- thari. $4. billion; and *
while this mav be chicken feed in -
a Federal budget,it’s a great deal -
more money than manv.of us can. .

rices® we i honeht
“from .6 “snnnliers,: to pav our " -
taxes.-and ta meet—in nart—the -

11 1:12}1:4 itn ﬁnkh 2

Amd cinea tha do.
A v g dov Taws
: was not sufficient:to- meet: this re-

gitized for FRASER
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.+ placement: cost, -we-had to-devote
1 2uéetits 0L our profit to «this pur-’
. POsE..->otms 2 cenls was Owy . a*

... pnantom : pront - wnich . ‘weént - to

* . keep-our Facifities. intact,- We had”

: to use 1t,-just to stand. still,

L And tnat left us.with 745, ccnts

i 0[ Wit 1 'would ‘caly real pront

. »The. irsttmng 'we ;haa  to do'-
¥ o w1tn this. was to.repay an, instal-
:ment -on:a-$300, munon ‘loan ‘'we . -

got-several -years ago. -That took

_ - about seven-tenths of one cent and ;
- lett, 6 and -eignt- tenths ccnts 0f~ )

X the: profit.

vNextwe had to pay t.he ownels L

X of our-business for all of the’bil-

“ loms  of - dollars worth of ‘ptants; ~ '

¢ furnaces, mills, -machines,’ equip-

... ment,and; tools that they provided: :
for,the company.” and for the usc

- of ‘our-employees. 50 4 cents went

Lt them in dividends for: this pur-

PO
8 +:And-all that” was. left. of - our:
proflt then.was 2 and cight-tenths *

: cettts “'to grow on.” Now was this

 money, salted away :ina bank, or: "~

hoarded" for: use  on some rainy
Oh, no; not-a bit of it!

- to develop new-sources of iron ore
-“and other raw materials—to en-
~ large and improve our research
« laboratories; to-build sintering
* plants and coal washers and other
" facilities that will help us to hold
* down- the -cost of steel,-and that

will enable us to play a respon-

sible part in meeting the future
: steel needs of this growing nation
© of ours. .
. So that’s what happened to the
» profit which United States Steel
. earned last year. Every penny of
it came from people; and every
penny of it went back to people.
- From people to people in one op-
. eratlon'

:‘But in the course of its travels,
that profit made possible the pro-
< 'Quction of . millions . of .tons of
- quality -steel .and. other: products
- that the American public wanted,
~- needed, and used.. Thus, it added
" enormously to the material wealth
© of 'the nation as ‘a whole. It was

~.in truth a “working profit” work- -

“ ing for the welfare of everyone.
. ..V Yet the profit-squeezers — de-
.. manding ‘more consumer purchas-
- ing power— still tell us that we
- prade s0.many. million dollars of
«. profit last year and-that.we could
. pay.a lot of wages out of that, if
-- we.wanted to. .
sl Welly let’s thmk that over, two
ways:
U First, if we take a paxt—or all—
1 of these profits and put them ‘into
{; the pay envelopes of our own em-
+ ployee people, we can only do so
" by- withholding  them’ from- other
consumer people—for example the
- workers. of another employer who
is building a new mill for us—and
' consumer - purchasing power- as_a
- .whole - will not have been
: creased, in the process, by so much
i asa thm dime’s worth!"
. .And second, if the pmht-sub-
. ‘tractors should succeed in forcing

- us to use these profits in this way, -

which part of them would they
. have us.take from which people,
- and what effect ‘will. this bave
. upon the welfare and security of
. the very employees: who are suv-
posed .td be the beneficiaries of

- this process? Can thev really af-

: ford to subtraet from these profits
¢ —and if so,‘where? J
~ Possible Consesuences

Let’s look at each possibility:

- First there is that “phantom
* profit”’ I mentioned, which goes to
 replace our worn-out and obsolete
. facilities. If we don’t replace these
- tools of production when they can

" mo longer be used efficientlv, then ..
: our productive capacity begins to .

shrink -and so does our pavroll.
- VUltimately: of eourse,r we would
! have no plants left,-no payrolls

. and.no-iobs to offer; and eur 100,- .

.. 000 customers who depend on us

mfor a-part.or. a1k af  their -steel
" ..:spooly: would not have .the mefal ;
- perescarv to il thair custnmers’ -
. orders -and to provida.inhs for.
- then; emrﬂoveea o this clearlv is

This, for
exampie, was {he money we spent -

in-

 : The Comm&&bmmrwﬁk(ﬁwom‘cle— -

Canada S anmess and Financial
Leaders Speak After Turn of Year

“A prmc;pal ‘feature of our Canwdum .Annual Review and.
- Outlook ‘Issue of Tamn. 30:was the series of commentaries
especially “written” for ‘the “Chronicle” reflecting the
' views' of Canadwn Goveirnment: officials, - bankers and ..
" businessmen as to” the: probable trend of the nation’s
. econmny ‘this year. In this‘connection, the accompany-
. "ing statement by Hon. Leslie M. Frost, Prime Minister
', o_f Ontario, did not: come to-hand.:in time for inclusion in
- last week’s issue. The views expressed.by M. S. Beringer,
| Président of The British-American Oil Co. Ltd., are being
remoduced due_ toithe: fact that the picture used in the
eartzer issue was not that .of the author —Editor. -

M. S BERINGER
Pl esldent The Brlﬁsh Amerlcan Oil Company, leltcd Y

N

‘wag “at:a- somewhat ‘slower: rate than' that maintained in 1956:

and continued - to” oufnace thc general ecor v, * s
nomlh growth, .. "/

“ It is expected that a penod of adJust-
ment .and flattening-out in busmess detivity
will ‘continue well- into 1958 “and - will; “of -
course, have - its influence on the' petroleum
industry. However, the ‘situationin" Canada.’
shouldstrengthen as ‘the year! progresses and -
‘1958 ‘is expected to bri ing a renewal surge. of
growth at record levels in some phases of the
muus*ry ’

“ne daily ‘average' crude production in-
1957 was about 500,000 barréls—an- increase
over 1956 despite the slackened demand re-
sulting from the loss in the California market
and some reduction in"demand from the U. S.
Pacific Northwest refineries. Both of these -
factors adversely affected Alberta nomina-
tions. Af-summg that exports' in 1958 will hold at about the same
level as in 1857, crude production ‘should increase to a daily

. M. S. Beringer. '

ge of 550 b 1 h till far short o
average of 5 000 arrels, which is s : f Western  brated the BOth Anniversary. of

- its founding. The firm was estab~
lished shortly after the Cival War u.
. as Trask & Stone and adopted the

Canada’s producing potential; .Currently, this is about 900,000
b/d and ic estimated to increase to one million h/d by the end
of 1958, Canada’s refineries are expected-to attain a capacity of
785,000 h/d in 1958—about 11% over 1957,

In Canada’s energy picture, new prommence’ is. being . given -
During 1957, Westcoast Transmlsslon completed -

Yol ui, the. lne from ‘, porter of Thomas:A. Edison, help-

{o natural gas.
their line and’ Trans-Canada ‘continued -
-the Alberta-Saskatchewan border to Montreal, scheduled for com-
pletion late in 1958. The natural.gas development will be in-
creasingly ‘important. - It is estimated:that a total population of
over 7 million, with nearly '1.3:million potential customers, will

. be within economic " distribution. reach' of either the Westcoast -

‘Transmission or Trans-Canada matural -gas lines. Growth possi-
bilities for ‘this -energy’ source: (new to-.much of the country)
should mean a great surge: of- expanslon 1n many fields of
industry.

Regardmg Canada’s general’ economic nicture,
sidered opinion is that before the end of 1958 the nation will see
a, resumptlon of 'the growth that'has been so characteristic of the
economy in recent. years '
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TFor the pact dozen years the Canadian .economy has experl- .
enced:an unprecedented. and,' indeed, an unrivaled rate of growth .
and .development, - Canada’s'Gross,National Product is now more .

than ‘two-and’ a'half times. what it was 12 years ago and her

population -has increased by one-third during

. the same period. Blessed by a high birth rate

million a year and has now reached 17 million,

‘Since the end of. World War .II virtually .

all“phases-of production havé shown tremen-
dous progress.
development .of -many new natural resources
such as oil,

tion of ‘¢opper,. nickel, aluminum, - pulp . and
. baper, .and . other, forest products Canada’s

manufacturmg industry has become mtegrated Sl
and dxver51f1ed as never. before. Service in- -

dustries are’ emergmg as, a- more .and- more

" Hon. L. M. Frost . jnn0rtant” element: in - the' nation’s - economy.

Supporting _and- facilitating this development - =}
has beer: a’ record Jbreaking volume of -capital-investment which -
has consistently represemeq 20 to 25% of the Gross Natxonai R

Product. ~

The growth of forexgn. trade has been another stgmhcant H

feature of Canada’s development. Exporting and importing, a

combined total of over $10 billion worth of commodities, Canada :
is ‘the fourth largest trading, power in the world: Tq Canada, -
with her vast' resources’and .specialized- low-cost’ production, -
foreign -irade is her life’s blood;-but an expanding domestic mar- :

ket—in the terms .of purchasmg power, ‘seeond- only to -that “of
the United States—has also aff

sion -of ‘domestic.manufacture’ and -serviee -industries; |

-After increases in. our.Gross National Product of 10%- in each - ¢

of -the years 1955 and 1956,.the increase last year was only about
"3%: . This reflected slackemng ‘activity ‘in tertain sectors of our

‘eeonomy - ‘which *had ‘rarely docked back in ‘more than a ‘dozen’ -
years. ' The ' drop :in world ‘prices- ‘for *ecopper, lead and :zinc, the * - -

fall-of production below rcapacity 'ix a  number ‘of key products
motot-vehieles,- electncal*apphanceﬁ and other durables after the

Dmr'mtr 11957, expans:on of the. Canachan petroteum -industry :

This “moderate Ievelmg-otf wasin line with* overall - economic °
activity. *Even 'so; ‘demand. for ‘petroleum: products ‘increased- 7% )

" (635) 11

years, havé. inevitably ‘brought about: sn ad:ustment which has
affected-the general rate of ‘activity, * - ¢~

All levels of -government are - acutely ‘aware of the reper-
cussions-inherent in.lower rates of ‘production.and redueed mar-
kets. Tremendous construction projects such as the Trans Canada
Pipeline, St. Lawrence Seaway, new power. facilities, and public
bunldmgs highways and institulions are underway and w111 carry -
on in-1958, contributing -indefinitely to economic stability.* These

‘ governmenf projects :and ' the . recent stimulus.given to housing,

the higher incomes and buoyant retail sales of 1957, and-current
signs-of easier money are encouraging aspects of an economy
which in turn has the- stabilizing elements of peneion nlans family
aHowances and relief payments .

‘Underlying all these: statistics, trends and attltudes are in-
destructible factors of - growth.’ Any country:: whose - population
increases .annually at a rate.of 3% can regard’ever production

~as sxmply a temporary phenomenon.. For a short time it will

résult in cut ‘backs in-output and unemployment But a rapidly
growing ‘population such as is found in Canada, public-and insti-
tutional requirements and potential consumer: needs are forever
expanding. This fact, along with future world demand for Can-
ada's resourdes, conﬁdence that inflationary forces can be and
are controlled, and a healthy level of capital investment: prowdes
assurances of continued. economic. growth,-- Although business in+
vestment, p"rh('ularly in new.machinery and equipment, will be
sllghtly lower in:1958. than in'the past year, capital expenditmes
in’ other fields will.maintain a high level of activity in the ‘con-
“struction  industry;. one ‘of the most influential and wvital factors
in ‘an expanding economy..In the past three yea¥s- Canada has

“invested a'.total ‘of $22.8 .billion in new plant, machinery and

equipment. During.1957 alone a new récord was set evén though
expenditures “in 1956 had shown an increase of 25% over “tne
preceding year.. The very:fact that this year business and gov-

«. . ernments ‘will together invest what will probably be the -second -

largest. amount :in Canadian history is evidence erough of Can=~ "
ada’s belief in.the: long-term prospects: for -her products I‘t is -
testimony “of confidence in the future. )

‘ « a
i

present .con-

Spencer Trask & Co. .
- Celebrate 90 Years

Spencer Trask & Co., members

- of the New  York and American

Stock Exchanges, on Feb. 3, cele-

present name' in 1881. -
‘Spencer Trask, founder of the
firm, was an early financial sup-~

ing -the inventor. underwrite the -

- cost of perfecting the incandescent
/lamp. Mr. Trask later also served
as President of - Edison Electric .
. Illuminating Company (New York
. City), the first distributor of com-
. _mercial electricity-in. the world. -

Over the years Mr. Trask main-
tained an - active interest with
developments in the electrical

with the EdlSOl‘l Electnc Light
Company, manufacturer  of | Edi-
son’s revolutionary lamp, and with
the Edison General Electric Com=
pany, which later betame General
Electric. As a result of Mr. Trask’s
interest the company became
actively engaged in the expansnon
of %ubhc utility operatlons in the

Spencer Trask thh lts head
cifice in New York also main-
tains - offices in A]bany, Bosbon,
Chicago, ' Glen; Falls, (N. 'Y,
Nashville, Schenectady and Wdr-
-cester, Mass. ..

'With Paine, Webber Co..
-(Special to THE FINANCIAL CMRONICLE) - |
CLEVELAND, Ohio — Virginia
B. : MacAllister. has -joined the
staff of Paine, Webber, Jackson :&
Curtis, Union Commerce Building.
Miss. MacAllister was previously

with John P. Witt & Co.

.and a large flow of immigrants the Canadian .
po'pulatlon has been‘increased by-over half a -

‘The-discovery jand large-scale .
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