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EDITORIAL*

————

- As We See It-‘

— Writing in the April issue of the Survey of
. Current Business, Clement Winston of the De-

partment of Commerce, had this to say about con-

sumer buying in recent years: '

“While the-decline in spending from the peak
of 1957 to the first quarter of 1958 was relatively
about the same as that in disposable income, there
have been wide variations ‘among the commodi-

{ ties. In some cases there has been the expected
response to a lower income. In others buying has
shown appreciable independent movements by
continuing upward or by undergoing excep-
tionally large reductions.

- “The largest relative decreases have occurred

in consumers’ durables where to a considerable.

degree purchasing involves taking on new debt
- ‘obligations. These reductions have extended over
a wide range of commodities. For the group as a
whole, purchases had fallen of{ gradually during
1957, and by the fourth quarter consumer expen-
ditures.for durable goods. were 4%¢ lower than in
the opening quarter on a seasonally adjusted
basis. The largest decrease,’however, came in the

first quarter of 1958 when dollar purchases of -

durables were one-eighth below the first quarter
of 1957—the lowest in three years.

“About four-fifths of the decline over the past.
year has resulted from the sharp fall in demand.

for automobiles. Other consumer hard goods have
-"also experienced substantial sales reductions.

“In evaluating these developments, the trend in
durable goods outlays in recent years should be
kept in mind. From a low in the fourth quarter
of 1953 these outlays rose about one-third to a

. peak seasonally adjusted annual rate of $37 bil-

Continued on page 30
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| Monetary Policy During
A Period of Recession

By ALFRED HAYES*
President, Federal Reserve Bank. of New York

N.'Y. Federal Reserve head fears immediate dangers of
recession more than those of inflation and trusts our
dread of the latter does not prevent all reasonable efforts
to. combat the former—even though the Federal Re-
serve’s “record in the past few months in this regard is
pretty creditable” and there are signs that the bottom of

- the recession is near. Mr. Hayes takes stock of what
monetary policy has accomplished;: looks to the more
important recovery role of -fiscal policy and labor-man-
agement  efforts; advances. the case for supplemental -
selective credit controls; praises rise in foreign reserves

- and urges strengthening international economic trading
ties; and interprets gold flow movements as a.healthy
sign showing our international gold standard is working

as it should work.

About seven months have passed since the Federal

Reserve System, in recognition of a fundamental change
in- underlying business . conditions,

began to substitute a policy of eredit

ease for one of restraint. It would
.seem appropriate now to-take stock
. briefly of what monetary policy has
accomplished in this period—of what
it is supposed to do to combat reces-

-sion--and promote -recovery, and of -

what it cannot be expected to do.
Parenthetically, I am not unaware of
various ‘comments to the effect that

we did not turn soon enough—that -

we erred in holding on too long to a
policy of restraint, fighting inflation
when recession was -already in evi-
dence and constituted the greater
danger. Whether the timing was ex~
actly right I shall not try to argue,
but I think the important thing is that the pattern of
recession had already been set by impalances which had

Continued on page 24

*An address by Mr. Hayes hefore the 55th Annual Convention
of the New Jersey Bankers Assn., Atlantic City, N. J.,, May 22, 1958.
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Meeting and Conquering
Challenges of Our Time

By BENJAMIN F. FAIRLESS*
President, American Iron. and- Steel.Institute

That there is confidence in-our economy and that we need
to talk confidence, Mr. Fairless heartily agrees; but he
does insist that truthi go hand in hand with confidence.
With. this in mind, the steel leader asks that we face up
to hard problems: we- have to. overcome and strongly

. advises tax reform rather. tham. tax-cut, in submitting a

blueprint: of long-range ‘measures .designed to “keep

our economy -strong” and withstand onslaught of com-

munism. Cautions. against -wages exceeding productivity

and against tax policies stimulating consumption without

investment as well, and advocates tax reform so that

part of the sales dollar left over for investment will be
adequate for business growth.

We are facing, in 1958, a year of decisions of highest

importance to our future. It is-a year that is going to

: try the mettle of the American peo-

 ple, .and -American - business, in a
unique and telling way.

' In recessions.of the past, the causes
have been fairly:well' agreed upon;
and after a while, at least, a major-
ity of the people have come to agree-
ment on the solutions. :

Now we have a recession for
which every opinion-holder, it seems
‘can present a different cause...And
the solutions range from-eliminating
the coffee break to building a bridge
from California to Honolulu with
public funds, S .

i Out of all this welter of fact and
fancy, we must find the answers. We
must find the real causes and—more

importantly—the real steps that will take us back to the
main road as rapidly and as soundly as possible. We see

Continued on page 31

*An address by Mr. Fairless before the 66th General Meeting of
American Iron and Steel Institute, New:York City, May 22, 1958,
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The Security I Like Best -

* A continuous forum in which, each week, a different group of experts*

in the investment and advisory field from all sections of the country _

participate and give their reasons for favoring a particular security, "'

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

IIARRISON CLARKE
Vice-President, Johnson, Lane, Space
& Co., Ine.,, Atlanta, Ga.

H. W. Lay & Co,, Inc. Class A Com. Stock

The security I like best is quoted
about 35% higher than a year ago,
profits for fiscal 1957 were 83%
above 1956 and, what’s more,
sales and prof-
its for the
first half of
1958 are run-
ning well
ahead of 1957,
The story of
the growth
and progress
of H. W. Lay
& Co., Inc. is
indeed excit-
ing.

Twenty-five i
years ago, an . |-
ambitious
young man of
22 by the name
of Herman W. Lay, using his sec-
ond hand 1928 automobile as a
delivery truck, started his own
business in Nashville, Tenn., as a
distributor for a potato ‘chip man-
ufacturer, His single route sales
for the first year amounted to
approximately $12,000. The mod-
est business, founded by Mr. Lay
in,1932, is now one of the nation’s
largest producers of potato chips
and snack foods, H. W. Lay & Co.,
In,':. reported sales for the year
ended Aug. 31, 1957, of $16,215,022,
which represented an increase of
22% over 1956. The company has
more than 1,000 employees.- Man-
ufacturing’ plants are located in
eight of 'the South’s principal
cities and sales warehouses and
branches are located in 12 others.
The company serves- a 17-state
area - extending from Louisiana

Harrison Clarke

‘and Arkansas to Maryland,

Within a few years after Mr,
Lay took over the lone route as
distributor for' theé Barrett Food
Products . Co.,; the organization
consisted of six men. who were
servicing five routes. Four of the
six-in. the firm at ‘that time now
hold executive paesitions. in the
company. | -

-In 1938 the company.opened a
warehouse in Chattariooga 16 serve
several. routes started there and
in 1939 Mr. Lay formed a corpo-
ration with headquarters in At-
lanta- to buy the -Atlanta. and
Memphis Jplants of the Barrett
company. -Two. years later, Bar-
rett’s Jacksonville plant was ac-
quired and the real  growth 'of
H, W. Lay & Co. had begun.

During the early years of oper~
ation, the Barrett trademark
“Gardner” was retained but in
1944 it was changed. to “Lay’s”
and the widely known symbol
“Oscar — the Happy Potato” was
created.

The company’s growth has been
due in part to the effectiveness
of aggressive sales promotion and
advertising programs and the rec-
ord annual increases in sales has

- not been broken since the com-

pany was founded.

Lay’s- most recent expansion
program includes the purchase in
1955 of the Richmond (Virginia)
Potato Chip Co., the purchase in
1956 of Capitol Frito Corp. (which
serves Washington, D. C.), and
the opening of a new plant in
New Orleans in January 1958.

The new $1,800,000 H. W. Lay
& Co. main plant and office build-
ing went into operation in 1956
and gave' the company’s home
office and main plant facilities
surpassed by none. This new plant,
which has been described as “the
largest and most modern: of its
type in the world,” has an area

of 152,000 squate feet and was"

chosen by  Factory- Management
and Maintenance Magazine from

nearly 1,000 entries as one of the
ten best new plants built in the

nation in 1956.
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H. W, Lay & Co., Inc. Class A—
Harrison Clarke, Vice-President,
Johnson, - Lane,. Space & Co.,
Inc, Atlanta, Ga. (Page 2)

International ‘Textbook Co.—Ern-

est Stent, Partner,. Hooker &
- Fay, San Francisco; Calif. (Page
<2)- ] :

Lay’s products include potatb‘

chips, Frito’s corn chips, “Cor-
netts,” peanut butter sandwiches,
sweet cookie sandwiches, popcorn
and salted nuts. These preducts
are distributed by a company
owned fleet of more than 300
trucks and are handled by more
than 50,000 retail outlets,

The rapid growth of both sales
and profits of H. W, Lay & Co. is
shown in the accompanying tab-
ulation.

Capitalization of H. W. Lay &
Co. as of March 15, 19538, consisted
of 343,480 shares common stock
50¢ par value and 293,520 shares
class “A” common stock, 50¢ par
value. The class “A” common
stock is entitled to a dividend
preference of at least 36¢ per

share in any fiscal year before-

any dividend may be paid on the
common stock. After the common
stock has received 36¢ per share,
no further dividends may be paid

Year Ended August 31 Net Sales
$8,801,460

9,682,726
10,958,989
13,313,870
16,215,022

9,251,384

*Based on number of shares outsta

“on the common stock, unless a
like amount is also paid -on the
class “A” common stock:

‘*The common stock is closely:
held. Certain percentages of it
are convertible. into: class “A”
common stock on a share-for-
share basis each year;,from 1958
through 1961. The two classes of
stock have equal voting rights.

Dividends ‘are currently being
paid.on the class “A” common at
the rate of 10¢ quarterly. The
stock is traded in the Over-the-
Counter market. ;

H. W. Lay & Co.’s record
growth, the recent impact of great
expansion,  and .a - well. -planned
program . for * future” development
form the basis for my opinion that
the class “A”- common stock,
which offers a generous dividend
income, represents an unusual op-
‘portunity for capital gains.

"' Net Profit After Taxes *Per Shr, Profits
$235,853 -
242,217
273,406
312,705
573,661

233,064
267,975

nding Mareh 15, 1958.

ERNEST STENT AT TS
Partner, Hooker & Fay,-Szul,,Fraincisco, Calif .. zei -
Members: New York Stock Exchange and Pacific Couast Stock Exchange

International Texthook Co.

International Textbook Co. has
had .a remarkable record of
growth in‘sales and earnings since
1950, and the year 1957 produced
new highs in s )
both . figures.
Dividends.
have grown
with earnings, °
and prospects
for further
growth in the
coming years
are very
promising.

The com-
pany owns the
International
Correspond-
ence School,
which is the
leading factor
in the home education field. The
number of students served 'in-
creases steadily and, with the em-

&roest Swens

Sales

$18,491
16,520
114,499
13,304
12,069
10,247
9,910
9,237

Rising dividends are usually
evidence of good management,
satisfactory growth, and sound ex-
pansion, particularly’ when the
increased dividend is amply jus-
tified by earnings and a strong
cash position, as in this case.

There is probably not an insti-
tution of learning that is not en-
deavoring to raise substantial
funds for its endowment. Harvard
College alone is conducting a huge
drive to raise $84,000,000 and its
graduate schools plan drives . 'of

fheir own. Yale, Princeton:-and:”~

.. Net Profit’
(000’s Omitted) -

phasis now being placed by indus-
try. on ' technical knowledge, the
demand for ‘correspondence
courses. should" continue ‘its up-
ward trend. . . .
In  addition, International,
. through  its ‘Haddon Division,
manufactures hard books, mostly
: text books, for 60 leading publish-
ers as well as for its own corre-
spondence school: division. Over
14,200,000 volumes were published
by this division in 1956...
-+ International . Textbook Co., in
-my - opinion, can  be “bought ‘for
- both income and growth at this
:time. . It should be strongly  re-
sistant to the ill effects of business
recession and should respond fa-
. vorably to improving business.

.. Steady growth in sales, earnings
and dividends are evidenced by
the record in the accompanying
table: = 7~ o
T ———Per Share——
Net Dividends

$1,300 .
1,157.

- 780 -
656
411
494
253
111

$7.23
6.37
. 430
©.3.615
2.26

$3.00
2.30
1.80
1.45
1.25
2,72 0.50
1.40 0.20
0.61 -

others will no doubt follow the
same course.

But, the private institutions are
not the only ones striving to
acquire more funds to improve
efficiency and expand facilities.
Taxes are zlso rising steadily to
support the public school system,
as every taxpayer knows. And at
the same time, . individuals are
spending a steadily increasing
portion of their incomes to edu-
cate their children and themselves.
A substantial part of this outpour-

»+ Continued ‘on page17:
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- The American Economy—

B Tlendsi Problems and Prospeclsi |

By- SUMNER 11, SLICHTER

Lamont University Professor
Harvard University, “Cambridge, Mass.

Dr. ‘Slichter’s panoramlc analysns of the economy ‘convinces
him that:the ‘recession: (1) is of a limited- and concentrated . -
‘nature; (2) reached its low quarter during 1958's. first quarter
~and will be followed by slow. recovery; (3) cost the country.
about $22 billion in lost output; and (4) “cannot be satisfac-
torily: .ascribed. to- overcapacity - because . there. is no general .-
. ‘overcapacity.” . The ‘widely 'known economist wants a :study:
‘made of reasons for plant and equipment culbach as well as
“: general :deficiency. of demand; -believes ‘we need 'to prevent -
" auto “industry’s unstablllzmg mflnence on' the ‘economy; - and
calls’ for: Federal - administrative . changes- so-as- to speed up
development of Government economlc policies. .

“The followmg comments on economw conditions in the United
States ‘have -been’ prepared for publication in- Japanese by the
““Nihon Kezai Shimbun of Tokyo. Although American readers will
‘~find that “many of ‘the facts.are familidar, they. mey find the

! - analysis.of the facts of interest. American. readers will find (1)

““that I emphasize the limited nature of the recession and the

. - strong resistance of the economy to contraction more than do

7 ~most ‘American reviews of ‘economic trends and :(2)"that I con=
“trast-sharply the behm ior of- consumers- and the behamor of

busmessmen -S H.S

! . L. Summary
! | - Events are bearing'out the state-
|- ments made in this monthly lefter
? several months ago that the first
| guarter. of 1958 would -mark the
low quarter of
‘the " recession,’
but that there--
covery. would: -
be slow.  Al-
though the
liquidation “of .
xnventorl es -
‘ma y be ex- "
pected. to con-. *
tinue for some" -
additional
months, it is .
‘inconceivable - -
‘that the liqui- -
dation will re~
mainmuch
Jlonger 'at “the
record-breaking rate of $9 billion
a year. And even the Federal
‘Government, slow-moving and in-
‘efficient as it has been in dealing
with the recession, cannot be ex-
pected indefinitely to reduce its
¢ ‘purchases of goods-and services in
the face of contracting business.
‘Consumer incomes have = been
holdmg up remarkably well, and
consumers, the real heroes ot the
re('esswn, have increased the pro-
‘portion of their incomes that they
~are spending for gogds Housmg
is holding up satisfac nly in spite
‘of the recession and in spite of
‘the tardy response of interest rates
‘on mortgages to easier credit.
i"In the,second quarter of 1958
‘adrop in-the rate of inventory
~“liquidation, slowly rising govern-
‘ment expenditures, and steady ex-

Sumner H. Sllchhv

‘penditures on total consumption :
-will more than offset the moderate .

‘reduction -in “outlays on’ business
‘plant ‘and equipment -and a possi-
-ble drop in net foreign'investment.
The net result will be a small rise
in the gross national product.. In
‘the third quarter there will be a
:larger rise.

i, plcture presented by the‘vfor previous quarters shows the -

.recession. is- that of an economy
.displaying unpresswe capacity to
.resist contraction in spite of wide-

spread timidity,.among business=
men and in spite.of tardy action
on the.part of ‘the ‘Federal’ Gov=-
ernment in" taking steps to halt
contraction.

The recession sheds new hght

1 on . the several -widely “accepted -

fallacies ‘about inflation, such  as:

(1) the erroneous notion that price -

movements.rather than the move-
ments of - production’ should be

. The Ccmmercial and Financial Chronicle
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“decisive 'in' ‘determining. Federal .

Reserve policy; (2) the erroneous
notion that there 'is:no such thing °

as wage-push ' inflation; and‘ (3)
the erroneous notion that a small -

amount of unemployment can pre-

vent. strong unions from: pushmg,'

up wages. ,

0f Course! (Boxed) .o oivion it miit d s L I 29
Market Study on Canada Issued by J. Walter Thompson Co.._ 33

The cutback in plant and equip- - - .

ment expenditures planned for °

Regular F eatures

business in 1959 and 1960, which -

is partly a cause of the recession *
and: partly ‘a result of.it, is-not -
well understood. It cannot be sat- -
istactorily ascribed to over-capac- .

ity because there. is no general
over-capacity, -but - cutbacks are

As We ‘Sec lt (Fdxtoua]) .
Bank and Insurance Btoeks. ol caalioceoleas S o
Business Man’s Bookshelf

general. No aspect of the economy -
néeds more to be studied than the -
causes of these cutbacks and how ,
similar cutbacks - may be pre--

vented in the future.

The recession shows the need -
for the automobile ‘industry and .
the government to take steps to-
reduce the unstabilizing influence :
of the automobile industry on the |

. From Washington Ahead of the News—Carlisle Bargeron.... 14
Indiooti_ons of .Current Business Activity
‘VIutual Funds

economy. And the recession shows *

-the need of administrative changes
‘in the Federal Government to
speed up the cumbersome process
by which the government devel-

ops economic policies,

1I. The National Expenditures and
Production . in the-First Quar-
ter of 1958 and in the 'l‘wo
Preceding Quarters

The most-interesting flgures of

the last month are the preliminary -
estimates of Gross National ex-’
-penditures-and production for the - -

first quarter of 1958. A compari-
son of these figures with figures

course -of - the ‘recession. -Table 1

Continued on page 26 --
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Soup

Stock

By DR. IRA U. COBLEIGH
" Enterprise Economist

A description of the company which produces and sells more
soup than any other North American enterprise — Campbell
Soup Company.

Today's title is a quite descrip=-
tive one. It not only represents a
logical investor-slanted reference
to a truly distinguished soup man=
ufacturer, but
draws consid-
erablyona
very-old culi--
nary phrase.
For, decades
before Camp-
bell- Soup be-
came a house-~
hold word,
European and
American
housewives
were busy col-
lecting.soup -
stock in a ket~
tle—meat and
bones  which,
after a suitable period of simmer-
ing in water at the back of -the
stove, became the basis. (followed
by the addition of vegetables such
as celery, leeks, onions,  beans
and/or peas) of delectable and
dietetically . balanced soups. . So,
with that quite topical introduc-
tion, we get to the meat of our
selection ‘today. Campbell . "Soup
Co.—purveyor of delicious purees,
as well as a soup stock of invest-
ment quality, which 17,000 stock=
holders have already found to
their taste.

Eighty-nine years ago, Campbell
Soup Co.:started in business. By
sustained effort, sound manage-
ments, and a program of concen-
trating in its special field, this
distinguished enterprise has at-
tained top rank in its industry and
is the .largest -manufacturer of
canned soups, spaghetti, vegetable
juices, pre-cooked frozen dinners,
and frozen meat pies in both Can-
‘ada and the United States. Camp-
bell is also second 'in output of
canned pork and beans, and to-
mato juice. Most of the growth
was straight-line progress in the
company itself, but a significant
part of the expansion was due to
logical mergers.

For example, Campbell pur-
chased Franco-American Products,
long a leader in spaghetti, in 1921;
and developed its name brand
with a line of macaroni in 1940,
beef gravy in 1947; and spaghetti
sauce with mushrooms in 1951.

In 1948 V-8 Cocktail Vegetable
Juice production . facilities and
irade name were purchased from
Standard Brands; and in May 1955,
in exchange for 641,000 shares of
Campbell stock, C. A. Swanson &
Sons, leading ‘specialist in frozen
cooked dinners and frozen meaf
pies, was acquired and absorbed.

All this expansion and assimila-
tion was consonant with a long
range program of providing house-
wives with “convenience” ' foods.
The trend to-labor saving 'tech=
niques, so pronounced in industry,
transportation and agriculture, has
been equally dynamic in the

. Cobleigh

standalds,
! venience”
| and ‘energy savmg, must be accept-
{ able on at least four counts: (A)
: Quality comparable-with Milady’s

home. No longer will Milady be
content to hover for hours over
an oven while bread or cake is
baking; or to assemble and pre-
pare a welter of mgredlents for

g SOup, stew or meat pies; especially.
~whenall this time and labor can
. he short-cut with canned or frozen

or. . pre-cooked items. And -rela-
tively few households: can afford
(or.find) satisfactory kitchen help.
', Milady "still has her kitchen
so ‘that - these-
items, . however . time

own: best preducts; (B) a time
savings  in. hours,. not. minutes;
(C)~a price not too far afield from
costs of “home cookin’” and (D)
real convenience in packaging and
preparation.

On all these major points,
Campbell has moved swiftly for-
ward in conswmer accentance—so
much so that, today, for example,
less- than 40% of all home-con-
sumed soup is kitchen prepared.
Of the 60% balance, namely soup,
sold through grocers, supermar-
kets, and delicatessens, it is be-
lieved that Campbell now does
upwards of 75% of the business.
The show case at Campbell in-
cludes 26 kinds of canned and
condensed soups, eight frozen:va~
rieties, and 14 ready to serve.

Allthis<has built a large and
exceedingly well known organi-
zalion, which has increased its net
sales with almost monotonous
regularity in each successive year,
and recorded a rise in net earnings
at the rate of roughly 6% a year.
(This is substantially in excess of
the national rates of growth in
population and in gross national
product.)

To retain its eminence and
leadership, Campbell has recently
been engaged in'a major expan-
sion program involving $29 mil-
lion in the fiscal year ended July
31, 1957, and $20 million more in
the 12 months ending July 31, this
year. The main Camden, N, J
plant has been coinpletely re-
habilitated; a new ultra-modern
plant at Napoleon, Ohio, was
completed last year, and new
plants are nearing completion in
Manitoba, Canada.and in Kings-
Linn, England.

Campbell is a prodigious con-
sumer of tin cans, and to fill its
needs it manufactures its own tin
cans. in the United States (but
buys them for Canadian .opera-
tions). Campbell is believed to
be ‘the third largest can manufac-
turer,

The corapany- spends -about 1%
of net sales on research, constantly
testing not -only new  recipes,
formulas and moduets but delving
into improvement in agricultural
methods, better. packaging, han-
dling and tnansportatmn.
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_Campbell has been a consistent
believer in advertising. Starting
with cards in 1899, it has advanced
its ad budget steadily. It spent
$13 million in fiscal 1956, $17 mil-
lion in fiscal 1957 and will spend
even more this year. As a result
few, if any, “brand” names are
better known to the American
housewife than “Campbell.”

Campbell has never been onc to
stress price volatility. It aims to
distribute each of its products at
one standard price and has pre-
ferred to accent quality of, and
preference for, its products rather
than to .woo buyers. by gimmicks,
special offers, etc. Intensive and
thorough distribution ‘is achieved
through 8,500 major ‘customers—

‘wholesalers, chain stores, institu-

tional and' industrial buyers—but

-no. direct sales to’'retail stores.

_"Within the. past ‘year, three new

soups ‘have been introduced and
there have been some changes and
additions in the Swanson line of
TV: Dinners.. These, added. to the
old  standbys, - are . expected to
propel Camphbell sales to a new
high’ this year: — possibly- dbove
$455 million agamst $440.85 mil-
lion for 1957.

The earning power of Campbdl
Soup Co. has been truly remark-
able. The company has 'operated
at.a profit in each year since 1893
and earned and pdid dividends in
cvery year since 1902. Not only
that, but Campbell has been aver-
aging a 13% return on - capital
investment, and a return of above
7% (after taxes) of net sales. This
quality and durability of earning
power is a great builder of share—
holder contentment.

Company capltahzatnon couldnt
be simpler consisting solely . of
10,683,812 common shares listed on
the New York Stock Exchange and
now selling at 41 to yield, on a
$1.50 dividend rate, about 3.7%.
1957 per share net was $2.80 and
a somewhat higher figure seems
expectable for fiscal 1958, perhaps
$3 a share. On this basis, the stock
sells at about 14 times earnings.

Until November 1954 the stock
was all held either by Dr. John T.
Dorrance or by his estate. At that
time, 1,300,000 common shares
were offered for public subscrip-
tion at 39¥;. The issue was well
received and accepted as an en-
trenched equity of investment
caliber. It is noteworthy for mar-
ket stability having ranged be-
tween a low of 32% and a high of

* 4454 in the three and a half years

during which it has been publicly
held and actively traded.

CPB makes no dazzling appeal
to the speculative buyer. To the
more conservative investor for in-
come, however, this issue offers
excellent defensive qualities cou-
pled with a steady underlying
trend of long-term growth which
should find reflection in higher
dividends later on. Both the soup
and the stock are of high quality.

With Merrill Lynch

{Special {0 THE FINANCIAL CHRONICLE)
GREENSBORO, N, C.—Forrest
E. Heacock has become connected
with Merrill Lynch, Pierce, Fen-
ner & Smith, 120 North Greene
Street.

Commonwealth Secs. Adds
(Special to THE FINANCIAL CHRONICLE)
COLUMBUS, Ohio— Frederick
T. Potter has been added to the
staff of Commonwealth Securities
Corp., 150 East Broad Street.

Joins Samuel & Engler
(Special to THE FINANCIAL CHRONICLE)
COLUMBUS, Ohio—Rodger E.
Russi is now with The Samuel
& Engler Company, 16 East Broad
Street.

With Mutual Fund Assoc.

(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif —Rob-
ert C. Koplin is now with Mutual
Fund Associates Incorporated, 506
Montgomery Street.
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Observations
By A. WILFRED MAY

CLARIFYING OUR
FOREIGN AID POLICY

In view of the public’s confusion

currently exhibited over the Ad-
ministration’s current position re-
gardmg international economic
assistance
procedure,
including the
“Monroney
Plan” we
summarize the
present - “net”
attitude, as
disclosed to us
in a special
interview
with the
Deputy Under
Secretary of
State for
Feconomic
Affairs,
C. Douglas f
Dillon. - Increase 'of' overall as-
sistance to the less developed
countries is strongly advocated,
through channels: ranging from
enlargement of the resources of
the International Monetary Fund
to new avenues of American
private investment.
" Regarding Senator Monroney’s
idea for -establishing a second
World Bank, despite the stories to
the contrary there is no “shift”
in the Administration’s stand from
that pursued since the Senator
last February introduced his
resolution calling for an affiliated
International Development .Asso-
ciation. Further study, not ‘“‘en-
dorsement,” still marks the limit
of the Department’s interest.

The need has been stressed for
making it certain- that Senator
Monroney’s project be not con-
ceived of as a substitute for the
existing Development Loan Fund.

It should be realized by the
Congless that the wuse of local
currencies, as contemplated by the
Senator, should not supplant the
employment of dollars and other
hard currencies—with the Inter-
national Development Fund to be
recognized as of prior importance.

It is understood that revised
Monroney proposals will go along
to the extent of using some hard
currencies,

v

“UNCOMMON
INVESTING POINTERS”

Important clarification and real-
ism about investing, with high-
lighting  of the difficulties, is
brought home to the expert and
layman in a new book, Common .
Stocks and Uncommon Profits, by
Philip A. Fisher, with a foreword
by Jeremy - C. Jenks (N. Y.,
Harper, 146 pp., $3.50).

This. contribution by the head
of a San Francisco investment
firm, which caters to a compara-
tively small clientele, is in the
vein of “Don’t” rather than “Do”
or “How To.” For example, he
specifies © ten important Dont’s
which explode popular fallacies
held by some of the expert as well

‘as a large part of the lay investing

community.

But, far from confining himself
to a debunking operation and a
highly useful depiction-of preva-
lent psychological foibles, the
author lays down some affirma-
tive basic tenets which cannot get
too much emphasis. One is the in-
dispensability of patience, in lieu
of market timing efforts, for the
securing of worthwhile profits (“It
is often easier to tell what will
happen to the price of a stock than
how much time will elapse before
it happens.”). Another basic prin-
ciple urged is the sticking to one’s
own sound principles with recog-
nition of the inherently deceptive
nature of the stock market and

the usuaI wrong-ness of “the

crowd.”

Position of the Layman,

To the layman, how he shall use
his' detailed technical education
and the choice of an "adviser
constitute two of his. most fre-
quently expressed worries.. : OQur
author wisely: points out that the

© layman’s accommodation to these

twin~ difficulties. lies in learning

‘enough of the principles to enable

him. to pick an. adv1ser, and :then
intelligently to - appralse his activ-

ities.

-Out author makes an important
contribution in. preliminarily de-
lineating the structural differences
between the ‘present markets and
those of a generation ago, with the

- practical - effects investment-wise.
. Formerly, the focal point of in-
.-2vestor. - action

was. . the cyclical
boom-and-bust nature of business
activity, which prompted emphasis

‘on’ timing the cycles rather than

long-term’ issue selectlon which is
called for now.

Other- relevant areas of" change
cited -embrace the new outlook in
corporate management,. the tre-
mendous rise in <wcorporate re=-
search activities, and the bi-
partisan devotion to inflationary
government policies.

Accent on “Growth”

Foremost in investing procedure
in the present era advocated by
our author is concentration on
growth stocks. The general and
specific attractions are explored at
length, including a full chapter on
“The Hullabaloo about Dividends.”
The latter contains the conclusion
that dividend considerations
should be given the least, not the
most, weight by those desiring to
select outstanding stocks; that
those giving them the least con-
sideration usually end up getting
the largest return; that the best
long-term dividend results will
come from progressive companies
with low instead of high yields at
time of purchase. Perhaps some
oversimplification here; but the
viewpoint is stimulating.

An importantly needed quali-
fication to uncritical enthusiasm
for carnings plough-backs for sup-
posed growth, or at least expan-
sion, is cited. Earnings are some~
times required for retention in the
business without contributing to
any increase in the value of the
stockholder’s shares. This occurs in
the cases of such expenditures be-
ing prompted *“defensively,” as
when retailers compete in supply-
ing non-profitable services includ-
ing air-conditioning..The setting
up of such expendltures as a capi-
tal asset, with funds that have
been subjected to income tax, if
not actually unfair, is at least
misleading.

-Attempts to Time Growth

Curiously, in the growth stock
area the author gets inconsistent
with his own sound ‘anti-timing
strictures. “Buying -points” are
suggested, to coincide with tem-
porary periods of corporate mis--
management or periods -of indi-
gestion of an expansion program.
Actually, the quite evident diffi-
culties in the way of such recog-
nition together with the attending
complexities implied by the
author’s rules, would seem to sub-
stantiate his overall anti-timing
philosophy.

In any event, the volume’s con-
clusions end “right on the beam™!
“Knowing the rules and under-
standing the common mistakes will
do nothing to help those who do
not have some degree of patience
and self-discipline . .. in the stock

marke ) i
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even more important than.a good
head.”

P.S.:—This volume’s ‘title and .

subtitle- inscribed on the jacket,
Cammon - Stocks and Uncommon
Profits. Tested. Successful, uncon-
ventional advice on how big money
is made - in the stock market,” is
typical .of . the growing .current
practice of using slogans, however
inaccurate, to accomplish the
“hard sell.” .

@ %

PRO INSURANCE -

On--one ‘of the popular radio -

programs- :the: other night, we
heard - the interview-ee publicly

give voice to a -widespread im-

pression-that the ‘populace is ‘still

both " under-insured -‘and ‘ under- -

educated abeut ‘the subject. Serv-

icéable in filling such a gapis a * °

little: volume of 31 pages. newly
published “by-the Home Life In~
surance Company -of New York':—
{Life -Insurance ‘Property — The
Hallmark' of - Personal Progress,”
by 'Mgrry.le “Stanley ‘Rukeyser.

. As :indicated by the-title, the
Insurance company’s chief objec-
tives are.to educate -the public
as to the intrinsic property values
of ' life' insurance, as well as to
help clients understand the values
and’ satisfactions to be derived
therefrom. ! :
- Expect treatment, in lieu of a
house .promotion, is given by this
writer,. the: veteran nationally
syndicated economic-columnist for
the Hearst newspapers and Inter-
national .News Service. Mr. Ru-
keyser is also author of “Finan-
cial ' Security . in. a - Changing
World,” and “The Common Sense
of Money and Investments,” and
has over the years been an in-
structor of journalism atColumbia,
and editorial writer for the Hearst
newspapers.

In easily readable and under-
standable ‘terms, the booklet suc-
cinctly describes life insurance
and the benefits to be derived
from it. Life insurance is estate
property” in -modern form, says
Mr. Rukeyser, offering the owner
not only.a sound financial return
but ‘also unmeasurable psychical
income. ‘It provides the -owner
with - the  assurance of needed
time, he says; a’ reserve ‘against
human obsolescence and a mathe-

matical equivalent of immortality,

In. final :conclusion, the author
characterizes the life contract as

‘‘a - major - tool. for. the practical '

person’s ..adjustment - to . reality.
Instead of fretting over the.ways
of nature and man, the prudent

individual builds a bridge-— .
through' the insurance contract—:
from the present to the somewhat

unpredictable future.” i
While not concerning itself with

pitfalls - such as' over-insurance; .-
needless ‘insurance;, or miscon- .

ception about investment attrib-
utes, this.little volume is valuable

for the concise content of basic .

observations made available for
client and prospect.

‘The .
e

- State of Trad

and Industry

Steel Production
Electric Output
Carloadings
* Retail ‘Trade -
Commodity Price Index
‘. /.Food Price Index -
;' Auto. Production
" -Business Failures

2K

In the steel industry this week steel_mén ‘are: feelmg ini)pe :
optimistic about their .market outlook than they: have in some ;
.months, “The Iron Age,” naticnal metalworking weekly revealed *

on Wednesday last.

Most steel people, it points out, feel that the boettom ‘of the
' recession has been reached. While keeping their fingers crossed, .
‘they point-out that order volume has kept on'an even keel during -
the last three to four weeks. One ‘com
“week was its second best of the year.
7 ¢ Continuing, this trade journal says, there has ‘been an:influx ~
of new business from relatively small customers, such ‘as stampers, * - -

appliance ‘parts makers and autemotive ‘parts makers, . Some steel

*.salesmen.- in ‘Detroit ‘are ‘beginning to think-that’ May might be
their best month since January: This sentiment’ is based largely
on-husiness ‘from non-automotive buyers. v : :
This trade weekly adds that there is a.growing feeling that

the auto companies are scraping the bottom of the barrel-on in- .

ventories. ““Auto companies have gotten themselves into .a spot,”
asserts one steel man. “They’ve held off some of their orders for

their build-out programs. Now'the,
build.”

The magazine notes. indications

that pipeline companies may

be coming back into.the steel market soon.  These firms. had. can-

celled out orders because of a court ruling involving the mechanics -

of setting oil and gas rates. An appeal is now pending before the

United States Supreme Court, but the ‘'word is that the.pipeline

firms will not' wait for a final ruling. Two ‘or three major line-
pipe orders are expected to hit the mills in the near future.

Steel leaders have told “The

Iron- Age,” -they -look - for: a

deflinite market improvement in the last quarter ‘and an even:
better market in the first quarter of 1959. The current improve=
ment may be short-circuited by a seasonal letdown in July due to

metalworking plant vacations,

Barring an uniooked for change in the wage-price outlook,
steel prices will almost certainly rise on July 1, “The Iron Age”
predicts. This is because mill employment costs will go up: about
20 cents an hour under contracts with the United -Steel Workers.
Some mills are thinking in terms of a price rise of $10 or ‘more.
But chances are the average.increase'will be in.the neighborhood

ol $6 per ton,
This trade authority speculates

ihis week on the outlook for

aluminum prices. Wage costs of ‘domestic aluminum producers arc
scheduled to rise 15 to 20 cents an hour on-Aug.-1, but competitive

factors have injected an clement of
Aluminum producers feel they

doubt in the picture.
are in no position' to absorb

the higher wage costs, but when-the time comes they will have
to keep one eye on a large Canadian mill.which has been ‘shipping

large tonnages of ingot aluminum

into the United States. This -

Canadian company last April forced United States producers to
follow its lead in-cutting prices 2:cents a pound. Even though:its

own labor-costs will rise in'September, there are
Canacdian mill still'does not favor a price hike.

The employment situation in‘the weck ended May 10, shows

the biggest decline in-the number
- ployment -payments in nearly two-years
States Department.of Labor reveals.’

of ‘workers  drawing unem-".’
,'a’ report from the:United

"+ The agency states. the: total dropped by 93;308' to 3,101,516, the

largest: decline since August,-1956, -when the total felt by 100;000. -
-.-All but four states—Alabama, Connecticut, West Virginia: :_md °

Delaware—shared. in the decrease; the-department -says.

- However, the rate-at which unemployed workers'are using up
their- compensation ;payments continued to ‘rise,. according to ‘the '
department, In.the week ended May 17, behefit exhaustions went °
up by-1,400 to 26,500-in the cight large states which report. weekly
It does mot-collect ‘national benefit’ exhaustion

to the agency.
figures. ‘

New claims for payments in the ‘week ended May 17 declined

by 49,410 from the week before to 359,236—the first time since *
Continued on page 36
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The Impact of Exports-Imports

. By R. L.

GRAY* -

President, Armeo Steel Corporation,-Middletown, Ohio

. ‘Steel.industrialist declares “our.inflated. labor -costs are rapidly
.pushing:'us to the point where; we will be. priced out of the

. market—not .only abroad but here at -home too—if we: should

- have to- compete on a.free trade basis.” ‘In citing-weaknesses
said to be found in.our. cost of production, and the dangers

- of . going .too: far either way in :our foreign trade policy, Mr:
Gray urges we stop:costly wasteful -and inefficient labor-prac-

. tices-and -adopt - a; middle-ground approach-between ‘the ex-
.- tremes of free trade and :protectionism ‘to -selve our foreign
... trade problem.: Suggests.we liberalize trade policies as a long-

. At various. times of my . life, I
have -been ‘ on’-both "sides of - the.
fence on the foreign trade question,
Until . graduation from college,
I was a “free . g

. trader.” Every
y must buy -if-they intend to.--

penny of. my
support. came

. from the land,’
* My folks were

farmers, and
most  farmers
in Missouri in’
thosedays
were 'D.e m o-
crats. The.

farmers

needed to ex-
port-their
the Democrats _R. L. Gray
were the )
champions of free trade. On the
other hand, the Republicans—in-
cluding most of ‘the steel industry
people—were exponents of high
tariffs, which raised-the prices the
farmer had ‘to pay for barbed
wire and agricultural imple-
ments.

In 1916, I became a ‘“protec-
tionist” when-I started to work
for -a-small forging company. I

. had to'jump over the fence and

join the Republicans as an jndus-
trialist whose concept was that
the struggling American steel’in-
dustry had te be protected from
imported steel, ) .

Now, looking at the foreign
trade 'question ‘from all angles—

and’ believe 'me, there are a'lot of |

them—I find myself right'on top
of the-fence and ‘cannot ‘lean véry
far‘one: way or the other. - :

¢, Within my own company, some:

take the position that. we should
have’ , unrestricted ‘. international

. trade in -steel, while others. are

equally convinced that high tariffs
and .trade restrictions offer the
only realistic solution to our prob-
lem. You .can. be sure that .both

"*An ‘address by Mr. Gray _before’ the
86th -General ‘Meeting . of American Iron

and Steel Institute, New York City, May -

22, 1958. /

., range goal, encourage higher standard of living abroad, utilize -

... Anti-Dumping Act of 1921, establish a world trade association
-:c in_the. field of: steel;:.and ;adopt: a reasonable;: flexible -tariff -
- structure_ until . gap between ‘ domestic “and :foreign costs is . -

narrowt‘d.” i A

of these groups have had a hand
in preparing-this talk. Gyl e
‘My . second qualification comes
from .a - rather “disconcerting  ex=
perience  ‘with ' the “ problem of
dumping. This ‘dates back to 1941,
when. my ' company .announced
very. proudly” that: we were ‘going
to build & steel plant ‘at.Houston,
Texas. All of us, including Charles

R Hook, then: President .of our

company, felt we were" doing. a
great thing.in bringing’ the steel
industry to the great Southwest.
That was .on_Friday.

.- On Monday morning, Mr. Hook
walked into a meeting of .this In-
stitute-and one-of the:patriarchs
of ourindustry greeted him by say-
ing, “Charlie, you folks certainly

* have a lot of guts to start a steel

plant .in the .dumping:ground of
the world!”, I-am sure this ex-
pressed the feelings.of many steel
people, :not:.only in this country
but- througheut; the world; who
were looking for places to- dump
their surplus steel. *

- However, .I .am. happy to say -
that.since :1941, most: of the steel
companies 'here ‘.at . home have
come. to realize.that-dumping ‘steel
in- Texas or:anywhere -else, for
that matter, is ‘not good business
for anyone'— neither the ‘steel
company nor,:in.the long run, the
customer. - I ‘believe -the steel in-
dustry. in..other - countries will
someday .reach. this. same conclu-
sion. )

Another of my qualifications on
this subject "has: to ‘do- with: the
importation; of raw materials, To

.sweeten: our:blast furnace burden

at Houston; we arranged to_bring
in-iron .ore. from Mexico.- ‘While
this.arrangement has worked out
very.. satisfactorily, .there were a
lot of -headaches at first. .Conse-
quently,I had a.first-hand insight -
into the difficulty .of “importing
foreign. raw- .materials. before it
became a national problem.

.. Now. that yeu are all .convinced
I am no more of.an-.expert on

Continued. on.page 32
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Canada’s Growing Steel Industry

By D. S. HOLBROOK*

President, Algoma Steel Corporation, Ltd.
Sault Ste. Marie, Ontario, Canada

_Canadian steel executive attributes the very real improve-
ment in Canadian steel affairs to the depreciation tax laws
found in his country which he compares with and finds are
more favorable than those found here.. Mr. Holbrook observes
that the Canadian iron and steel industry, as a result, has
doubled its ingot capacity and more than tripled its invest-
ment in the past 10 years, and refers to excellent long-term

growth prospects

The time has/long since passed
when Canada was considered a
nation mostly made up of Eski-
mos, - Indians, Englishmen who
didn’t know how cold it was and
Frenchmen who knew which side
of the Atlantic their bread was
buttered on. In recent years, there
has been a continuing effort to
throw more light on relationships
between Canada and the United
States. There have been many
speeches made with the intention
of paving the way for a clearer,
understanding between the two
nations. I have no such lofty con-
‘tribution and wish to speak only
about the iron and steel industry.
I wish. to make a report on the
progress of our industry in Can-
ada, particularly with respect to
its recent growth and develop=
ment. ‘And then, since our indus-
try has doubled its ingot capacity
and more than trebled its invest—
ment in the last 10 years, I would
like to make some observations on
one factor which has contributed
largely to the development of the
industry — favorable depreciation-
tax regulations.
" I have elected to discuss depre-
ciation because ‘I believe it is a
critically © important - issue with
you, and that our Government in
Canada has shown better under-
standing of the problem than has
yours. - I further believe that we
in management must promote a
clear knowledge of the importance
of the depreciation problem, since
" it affects all of us.- - :
‘ It'is not an academic-thing, It’s
the reason why the blooming mill
superintendent . can’t’ get a -new
battery of pits to-replace the mu-
seum piece that Julian Kennedy
installed in 1903, and it’s the rea-
son why there are still steam lo=~
comotives chugging around a few
of the mills, :

- If a blast furnace operator had
a 5,000-pound .coke- rate, or an
open hearth operator was'getting
10 tons an hour from his modern
furnaces; he wouldn’t be around
long enough to worry about it.
And yet this is the kind of a per-
formance which is taking place in
the “depreciation end” of the busi+
ness and is accepted by too many
people in the industry as only-an
accountant’s problem.

The Industry -

The Canadian steel industry of
today principally consists of four
. integrated companies with an ag-
gregate capacity of 5,375,000 ingot
tons per ‘year; the largest with a
capacity of a little more than two
and a quarter million tons and the
smallest absut 900,000 tons, There
.s also a large alloy steel company
and a dozen or so smaller mills
melfing scrap in small furnaces or
rerolling purchased steel. All to-
gether, ingot capacity amounts to
about 6,000,000 tons per.year. This
report discusses the experience of
the integrated basic iron and steel
comanies, and does not specifically
consider the alloy and rerolling
mills. This is in no way neglect-
ing . their importance; it is just
that their experience is more
special than the industry’s as a
whole.
Although the Caandian steel in-
dustry is more than 70 years old,

*An address by Mr. Holbrook bef.
’the 66t¢llz S(t;e"le.id :Vleeting of Ame:i::,:;
ron an eel Institute, N i
el fhed e, New York City,

and prediction that steel ingot capacity will
double in the next 20 years. - o e

the development of the modern
industry; as we know it today, can
best be summarized in’three pe-
riods: pre-1939, 1939 to 1949 and
1949 to the present,

Pre-1939

Until the start of the Second
World War in 1939, the prosperity
of the steel industry in Canada
had been very spotty. In the early
1900’s the great demand for rails
for building Canadian transcon-
tinental railroads furnished much
of ‘the stimulus for industry, and

this was followed by the boom

and resulting steel expansion of
World War I, By 1920, Canadian
ingot capacity had reached two
million tons per year but with
disproportionate financial strength
among the producers. Much of the
money earned during the World
War I years had been spent on
plant for which there was no use,
following the war, and the indus-
try was over expanded. All
through the 1920’s the average
rate of operation in Canada was
only 50% of capacity and profits
were not widespread. Asaresult,
the Depression, starting in the
early 1930’s,necessitated extensive
financial reorganization of several
of the companies.

The most striking commentary
of the state of the industry in
Canada between the wars is that
its capacity did not appreciably
expand from 1920 to 1940 while,
in the United States, capacity had
risen by one-third, or 20 million
tons; in this period.

1939-1949

With few exceptions, the advent
of World War II in 1939 found the
Canadian  steel industry -with
plants poorly maintained and un-
prepared for the emergency. There
had been no blast furnace capacity
added in the previous 20 years:
less than 10% of the open hearth
capacity was of then modern con-
struction 'and. between the wars
only . two . companies had built
rolling mills. A very strong effort
was made by the steel companies,
encouraged by the Government in
much the same manner as in the
United States, to rehabilitate plant
and add capacity. Blast furnaces
and 'coke  ovens - were built, and
annual ingot -capacity was in-
creased by approximately a mil-
lion tons during the war. Bloom-
ing and heavy plate capacity was
installed and the industry gained

some semblance of its present -

form, -

During the war and, in fact, the
decade from 1939 to 1949, ' the
Canadian steel industry was badly
lacking free enterprise; construc-
tion, production, prices, profits
and  most critical phases of, the
business were closely regulated.
Steel capacity at the end of this

.period stood at about three million

tons annually, " '

1949-Present,. .
By 1949, however, price con-
trols, excess profits tax and steel
allocation controls -had. been suc-
cessively dropped and the indus-
try was “on its own.” The postwar
Canadian_ industrial boom, then
only.beginning to gain impetus,
provided, Canada with a, strong
and continuing steel demand. This
demand was stimulated’ by a
tremendously expanding capital

investment, fast population growth -

triggered by heavy immigration
and a rising standard of living. 1
will not ‘quote a Jot of statistics,
but it is significant to say that ail
of these growth factors have been

proportionately greater than those ™

in the United States in the same
period. i : e

A Government which, | during
the war and postwar period, had
imposed very strict controls’ be-
camé anxious to encourage ‘the
Canadian iron and steel industry:

to modernize its' plants and ‘ex- -

pand to meet the needs of industry-
in times of steel shortage. -
On Jan, 1, 1949 the Canadiar

Government replaced straight line -

depreciation regulations with a
much more realistic declining pal-
ance system and, in 1951, greatly -
encouraged growth by providing
accelerated amortization for ‘a
program of iron and steel expan-
sion approved at that time. :

In recognition of such’ heavy
demands and in a relatively favor=-
able  depreciation tax allowance
atmosphere, the Canadian - iron:
and steel industry has expanded
so that by the end of this year it
will have added some three mil-:
lion tons annual ingot ‘capacity
since 1949, doubling its size in 10 .
years. i A

The growth of the United States
industry in the same period makes
a three-million-ton increase ;look .
small by comparison but, to.the
Canadian industry, this:has been
a giant stride." I will not:-detail
here the new ‘installations which
have been madeé but the growth
has been much more significant
than the measure of increase in
ingot capacity alone would in-
dicate. The growth has béen'deep ’
and sound and not accomplished
solely by additions to  ‘melting
capacity. I believe that Canada-is.’
the only country in- the non-

Communist world ‘where ircrease
in ingot capacity has been accom- -

panied by proportionate increase-
in blast furnace capacity. Basic
production equipment has ' been
brought up to date and auxiliary
equipment greatly improyved. .
This growth can best be ex-
pressed in terms of 1957 -produc-
tion: « : P PO i
Eighty percent of the coke ‘was
© ‘made in ovens built .in' the®
last 10 years, e
Forty percent of the hot metal
was produced from blast fur=:
.- naces built “in the. last seven
. years, and T
Fifty percent of the ingots came™
from furnaces in the last.
seven ‘years. et

The development of primaty>
rolling and finishing capacity ‘has.
been very.impressive. Two new.
blooming mills have gone  into-
production in the last 18 months:
and a- third is scheduled for . the;
year-end. - At least 75% . of .the.
hot rolled steel was produced. on.:
mills new or completely: rebuilt
since ‘the’ mid-forties. . Cold.rolled:
steels, galvanized sheets and tin-
plate have made the same rapid
progress with almost all the ‘highly
finished steel forms produced on”
mills built in the last ten years."

For the most part technology
has' kept ‘apace with the: United
States. Raw material beneficiation -
‘and blast * fufnace- - practice - is

sound; open hearth production is ::

‘better than average and a ‘ne
ioxygen steel plant, the. first®
North  America, pioneered:in ‘this /
‘field. By- the end. of this: year,
20% of Canada’s steel “capacity
will be in oxygen steel installa-
tions, 2 S

And so, the Canadian steel in-
dustry has become a modern in-
dustry with a great deal of energy
and confidence. ' In summary—in
the first 50 years capacity reached
‘two million tons; in the next ter
years, another million tons; and in
the last ten years, an additional
‘three million-tons!

Although Canada, as a nation,
has grown by leaps and.bounds,
a measure of the relative progress:
‘of the steel industry is that it has

Continued on pdge. 30
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‘Solving the Problems of
- . Recession ard Inflat

By LANSING P. SHIELD* -

"l‘residcnt, The Grand Union Company, East.PatVetso‘n, N.J.. i

This ‘year’s recipient_of “Grocery Man-of-the-Year” award

decries - wage-price spiral, and

calls for:.an, emergency: anti-

- recession_combined meeting of business and-labor. leaders at '

the White House. Mr. Shield states that, even'if we soon turn '~

the corner in the recession; we still must solve the major prob-
lem : threatening ‘our  economy—i. e,, wage-price race—and -
*+ suggests ‘business and labor-be asked to pledge resistance to

further wage-price increases and, also, agree to work
to-fight the recession. . :

Now we all have reason to

respect our industry for its ac-
complishments but we food people
don’t operate in a“vacuum. For
our prosperity T
and- o ur sur- -
vival,- we “are’
dependent
upon certain
fundamental
economic. and
social' changes
that’ are re-
shaping our
national,and -
international ;
way. of life. It
is - significant
that more than
75% ofithe
news on the
front page of : i
yvesterday’s - “New " York™ Times”
(and " the same -is true  of any
other -morning) ‘is devoted to two
subjects; . first, the ‘state’ of our
domestic - economy - and = second,
what is happening to the people
who live outside- the boiders of
the United States.

Lansing P. Shield

Finds Problems Still The; Same

« The other day I sent over for-a
copy: of the “New York Times”
dated exactly 25-years. ago. Here
are some-of .the headlines.- With a
change, in.name here:and--there,
wouldn’t -every -one“fit .today?
~(1) National Recovery Bill be-
fore President. DR g
.(2)-Federal  Reserve ‘Ready to
Ease - Credit - Under - New.-Act.
(3).New Wage Rise Marks Up-
turn’ in: Business: 2wy
" (4) ~ Roesevelt 'Delays --Farm
Acreage. Cut'and: Levy,
+(5) --Arms- Parley - at Geneva
Delays Debate. .
© (6). French See. No Way to
Coerce Germans on Arms. - : '
(7) Plan to Save Gold Standard
Ready. in France. ¢ T
.“Almost the :-identical problems
we' faced 25 years .ago-are-with
us still, but now .they: are :-even
miore -urgent : and>.pressing., The
wage-price -spiral; ‘for example,
was + then ‘a- minor-worry. Our
‘foreign trade balance a quarter of
a century.ago was expanding,. not
declining, -and ‘the oceans.made
America .an almost-impregnable
fortress. The shrinking.world.that
has' made . :all¢ .nations. - inter-

dependent ‘has! now: put, us within’

18 minutes of :Moscow-by. way . of
the- intercontinental :ballistic mis-
sile  (although, .fertunately- no
régularly . scheduled: flights have
yet-been announced).- *

 Our"domestic . 'eeconomy ° is - be-

/' coming .increasingly ‘depéndent on '
“our. neighbiors: for its- survival' and

prosperity. :If the finest food <dis-
tribution system on earth is‘being
built on a foundation that may be
destroyed either from within or

- without; we .are going.to a lot of

trouble' in planning to provide

food at lower costs for people who"

won’t be around’to eat it.

+ So let’s examine’ for-a mement
what is really happening to us in
this world of ours-where baseball
and golf and television and our
day-to-day . problems  serve to
divert us from facing up to major
threats to our way oflife.

- "*An address’ by Mr. Shield upon re-
ceiving the ‘“Grocery Man-of-the-Year”
Award presented by the Grocery Manu-
facturers’- Representatives,™ New York
City, May 19, 1958.

Jjobs for

-both . the ~domestic '"and

together:

Examines Domestic Economy
First, what is’ really happening

to our domestic economy?. -, . ..
- “After. a decade’ of ~prosperity,-
business is not good. Duringthe

" yit
101 -

last 10 years, We, as'a nation, have

been - expandirig - our - productivé
capacity at such' a fast rate that
it is now .in.excess of current
needs, and, in so doing, have
drawn -millions of, workers into
the labor force. Now wé have a

- greatly “enlarged ~physical plant

and 5,120,000 idle workers. You

"and I, wondering what’our cuss

tomers * are’ . goinig". 'to - juse - for

money; need to know ‘what reason :
is “there- to believe -that "in 1958 -

our economy  will shake off this

‘recession and use this tremendous

capacity and at the same time find
millions .. ,of . workers,
many of whom. helped :build  thi
plant. ¢ i B o o
We' should like:to know how, .
with' - autematic .~.and -’ negotiated

raises in wages in union contracts .

adding to costs without respect. to
productivity and thus increasing
prices, a balance' can -be restored

without resorting “to :a  further

cheapening in’ “the
power of our do_llar? f

The . really grave question. be=
fore the country today is whether
increases in. wages will’continue

. purchasing
: & s

to. outrun “increases  in “produc<

tivity. The wage-price spiral,
about .which.you will hear. more
and. more, ., is undoubtedly thé

greatest _singleinternal -threat to .

our. domestie: economy, ..

: : S 7.
- Already American-industry.is in *

danger ‘of pricing, itself .out:of .

national market places. This spira}
is undermining not only our short-
and long-term prosperity, but ous
economic and;social systems to a

inter=

point where we may be easy‘prels? i

{or our enemies. A

During these. last 10 :years of
unparalleled prosperity, the stand=
ard of.living in this country has
steadily - .mounted. .. Output. per
man hour:has: increased 23 %:and

real hourly earnings 31%. This is’ :
not a dangerous:trend because, on -

the average, wages moved ahead
of ‘productivity. by less than 1% -
per year. Then, in 1956, there was
an alarming change. In a singl
year; increasés: in’ wages . out=
stripped -increases _in .output per
man-hour .by .4%. Then in 1957,
inflation -really . got* under wa'y:—\j-
wages increased -8.4% - and - pro=
ductivity advaneed-only 1.6%. By
the end of last year, the dollar
yeu:earned .or:saved:in 1946 was
worth -only* 67¢. Unless:the wage=
price. spiral:is checked, -10 ‘years

from now your dollarliterally will
‘not be worth 30¢. -~ - - - gl

‘Wage-Price Spiral
One has only to _review the
thousands of. labor contracts in
force and  now being signed to
understand that automatic and
negotiated step-ups . each year,

,regardless of productivity “or ' a

business recession, make certain &
continuation of the wage spiral—
and a resulting cheapening of the
dollars you earnt or are settting
aside for a rainy day. 1968 prices
are likely to look like these: &
suit of clothes bought in a medium
priced store — $200, a.pair of
shoes—$40, a medium-priced auto=
mobile — $7,000, a sirloin steak

\
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‘bought “in*a ‘super -market—$3 a
pound: 'In 1968 when - you  check
out<of 'your.room  in this hotel,
the ‘usual 'sign, “Have you left
anything?”; ‘will . probably read,
“Have you-anything left?” « ‘.

« If the-wages 'of the butcher, the

baker and' thecandlestick  maker
are’ doubled ‘or :tripled,’ you  can
expect ‘the price  of meat, bread
and‘ of kilowatts to be doubled
or tripled just'a little later. Prices
will“go ‘up but'not'necessarily the
supply*of ‘these “items." . As" the
inflationary “trend *accelerates, - a
small ‘segment of our' community
may have the money to‘pay these
high:prices. As against-this,” over

62,000,000"people _supported - by ¢

white'.collar * workers -and 'many
millions+ depending on pensions,
will be in a desperate position.
In the .meantime, - too; we* will

have :priced ourselves-out-of ’in-:

‘pfoblem of wage-price spiral. Un-

less-we solve it and recapture the
image of "America as a nation of

Ppeople who are willing and eager

to ‘give a'day’s work for-a 'day’s
pay, the way of life that you

ternational trade on which 4,5600,% “and “I ‘iow enjoy will be but a

1000 Americans - depend’ for . their
-livelihood. .- (Incidentally, - Russia’

has signed trade agreements with
31 countries.) : And so the whole
economy. gets out' of whack. ..
< “We'should~ all- -remember - that *
although we ' may ‘soon -turn -the'
cornerin: this. current recession,
we shall not have solved the ma-
jor problem' threatening -our. eco-
nomie,

b 3 1 2 .

niemqry. [ .

. Nowlet us not become' recon-
ciled " to the point of view that
this balance between wages and

* -productivity can be restored only

through 'a drastic business read-
justment.: The critical situation
in"“which we find ourselves today
requires: leadership of a high
order from business -as well as

and -social :system .— “the sgovernment. ‘When an emergency

exists, emergency measures must
be ‘taken to counteract it.” When
we are literally fighting for sur-

vival on many fronts, the captains’

of industry and of organized labor
cannot afford to be tearing each
other down: o )

Wants Combined Attack

Isn’t .the time overdue -when
business, labor and government
should: make a combined attack
on-ouy -basic economic. problems?
Isn’t the time overdue. for an
emergency session of business and
union leaders to be called at the
White House and a voluntary
pledge sought from them to resist

(2395) 7

further wage-price increases and,
equally” important, to work to- .
gether as a team o lick this re-
cession?

There has been a complete turn
of - the wheel in management’s
relationship to its employees since
the days when labor was pur-
chased. as cheaply as possible and
discarded when its usefulness was !
at an end. For a quarter of a
century a wave of social reform
ridden by.the unions has yielded-
constantly increasing benefits for
the worker but once again he is
in danger of becoming a tool—
this time a tool of the unions.-We

Continued on page 12

New Is5s5ue

Principal-and

Amount

- $2,905,000
2,990,000

-+ 3,080,000
3,175,000
3,270,000
3,465,000

' 3,470,000
3,575,000

Dated June 1,198 - "

Exempt from any

irrevocably appropriated by law, and resolution o
interest on said bonds as they. mature,

Coupon - -+~
Rate

“Salomon Bros. & Hutzler
B.J. Van Ingen & Co. Inc. -

' Paine, Webber, Jackson & Curtis
Hornblower & Weeks
Carl M. Loeb, Rhoades & Co.

~ STATE OF MICHIGAN

4%, 3%%;-3'%% and 3% Trunk Line Highway Bonds (Series I)

; (P;a;ygblk:’ So]el» ffom'VSpeciﬁc“Amoun‘t’s of Motor, Vehicle Fuel and Weight Fax Allocations)

Due February 1, as shown below

These Bonds‘are not subject to redemption prior to maturity.

semi—ann{mltix?‘terest_ (February 1 and August 1, first coupon payment date February 1,11959) payable at the Manufacturers National Bank
of Detroit, Detroit, Michigan, The Chase Manhattan Bank, New York, New York, or at The First National Bank of Chicago,

Chicago, Illinois.- Coupon bonds in the denomjnation of $1,000, registerable as to principal only.

:'Interest exempt, in the opinion of Bond Counsel, from Federal Income Taxes
'r under existing Statutes, Regulations and Court Decisions

- 1959 - 1.60%; -

1960 “1.35 7
1961 1.70
1962 2.00
1963 2.20

- 1964 - 2.35

- 1965, - 2.50
1966  2.60

-4

ngstman, Dillon, Union Securities & Co. .
" Shields & Company
& Ladehburg; Thalmann & Co.

" Phelps, Fenn & Co. -
‘White, Weld & Co.

Incorporated

A. G. Becker & Co.

Incorporated
Le¢ Higginson Corporation

Reynolds & Co, - - -

‘AMOUNTS, COUPON R

$3,685,000

Cerpl C Allyn and Company

Coﬁpon

* Afmount Rate Due

1967
1968
1969
1970
1971
1972

2.80
2.90

100
3.05
3.10

3,795,000
3,905,000
4,025,000
4,145,000
4,270,000
4,395,000 1973 3.5
4,530,000 1974 3.20

(Accrued interest to be added)

\

B]S'th & Co., Inc. Smifh,‘ Barney -&jCo., Lehman Brothers - Ialsey, Stuart & Co. Inc. Drexel & Co.
C. J. Devine & Co.
Kidder, Péabody & Co.

" Alex. Brown & Sons
F.'S. Moseley & Ce.
L. F. Rothschild & Co.

Equitable Securities Corporation

Bear, Stearns & Co.
Estabrook & Co.
Baxter & Company
E.S. Smithers & Co.

and all tasation in the State of Michigan or any‘/Authority_within the State

THESE BONDS are‘issued in accordance with the provisions of Act 51, Public Acts of Michigan, 1951, as amended, and pursuant fo a
resolution adopted by the State Administrative Board of the State of Michigan, for the purpose of providing funds for the construction of
certain portions of the State Trunk Line Highway System. These Bonds are not general obligations of the State of Michigan, but are payable
solely from moneys appropriated by the provisions of said Act 51, Public Acts of Michigan, 1951, as amended, to the State Highway
Department from the Motor Vehicle Highway Fund, being a separate fund in the State Treasury consisting of the proceeds of taxes levied
pursuant to Jaw on gasoline and motor fuels, and on motor vehicles registered in the state, and a sufficient amount of said funds have been
’ f the State Administrative Board adopted pursuant thereto, to pay the principal of and

ATES, MATURITIES AND PRICES

Yield
or Brlce.

2.70%

Coupon

Amount Rate

$4,665,000
4,805,000
4,950,000
5,100,000
5,250,000
5,410,000
5,570,000
5,570,000

T?zese bonds are gffered when; as and if issued and received by us,'subject to prior sale and the approval of legality by Messrs. Miller, Canfield, Paddock and Stone,
Detroit; Michigan, bond attorineys.This is not an offer to 'sell these securities; said offering is made only by means of the official statement, copies of
which may be oblaiued from siich of the.undersigned and other underwriters as may lawfully offer these securities in such State.

Incorporated

Glore, Forgan & Co.

Merrill Lynch, Pierce, Fenner & Smith .
John Nuveen & Co.

(Incorporated)

Blair & Co.

Incorporated

Ira Haupt & Co.

Incorporated

Harriman Ripley & Co.  First of Michigan Corporation

* Stone & Webster Securities Corporation

J. C. Bradford & Co.
** Weeden & Co.

May 28, 1958

Yield
or Price

100

100
3.30%
3.35
3.40
3.40
3.40
3.40

Due
1975
1976
1977
1978
1979
1980
1981
1982

Goldman, Sachs & Co.
R. W. Pressprich & Co.

Braun, Bosworth & Co.
Incorporated
Hemphill, Noyes & Co.

Clark, Dodge & Co.

Dean Witter & Co,
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Dealer-Broker Investment
Recommendations & Literature

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

Atomic Letter {No. 38) on growth of civilian nuclear projects,
planned new uranium-miiling capacity to be allocated by
AEC, and developments affecting Algom-aind Pronto Uran-
ium Mmes—Atomlc Development Mutual Fund, 1033 Thir-
tieth Street, N. W., Washmgton 7, D.:C.

Banks and Trust Compames of the United States—Comparative
figures as of March 31, 1958—New York Hanseatic Corpora-
tion, 120 Broadway, New York 5 N. Y.

Burnham View — Monthly mvestment letter — Burnham and
Company, 15 Broad Street, New York 5, N. Y. Also avall-
able iis current Forefgn Letter.

Business in Brief—Economiec trends—Economic Rescarch De-
partment, The Chase Manhattan Bank, 18 Pine Street, New
York: 15, N. Y.

Canadian Business and Market Trends—Analysis'in Monthly
Bulletin, aith a list of investment suggestions — Ross,
Knowles & Co., Ltd., 25 Adelaide Street, West, Toronto,
Ont., Canada.

‘ Canadlan Review—NMonthly bulletin—The Bank of Nova Scotia,
Toronto, Canada.

Dividends Every Month—Suggested portfoho—Reynolds & Co.,
120 Broadway, New York 5, N. Y. Also available is a selected
list-of large electric power and light companies.

Farm Equipment Stock Index—Discussion with a brief analysis
of six farmr equipment stocks—du Pont, Homsey & Company,
31 Milk Street;'Boston 9, Mass.

Fire & Casualty Insurance Stocks—Comparison of 1957 earn-
mgs-Lau‘d Bissell & Meeds, 120 Broadway, New York 5,
N. Y

Foreign Exchange Quotations—Folder listing current quotatlons
of currencies of-141: countries throughout the world—Inter-

national “Banking: Dept., Manufacturers- Trust Company, 55 -

Broad Street, New York 15, N. Y..
Inflatlon—Study—-W E. Hutton & Co., 14 Wall Street, New

York 5, N. Y, Also available is a memorandum on the Ken-

dall Co.

Insurance Stock Analyzer—Comparative flgures as of.Dec. 31,
1957-—Blair & Co., Incorporated, 20 Broad Street, New York
5, N. Y.

Japanese Prospects for 1958—Analysis in current issue of “N 0~

mura’s Investors Beacon”—Nomura Securities Co., Ltd., 61 -

Broadway, New York 6, N, Y. Also in the same 'issue are
discussions of Series Type Investment Trusts in Japan and the
Iron and Steel Industry,

Japanese Stocks — Current information — Yamaichi Securities
Company of New York, Inc, 111 Broadway, New York 7,
New York.

Latest Field Report—Harris, Upham & Co., 120 Broadway, New
York 5, N. Y,

Life lnsurance Company Stocks—Data on 21 selected issues—
First'Boston Corporation, 15 Broad.Street, New York 5, N. Y.

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

Jones Averages and the 35 over-the-counter industrial stocks: -

used in the National Quotation Bureau Averages, both as'to
yield and warket - performance over -a 19-year period —
4Naltqwr‘\{al Quotation Bureau, Inc., 46 Front Street, New York

Nickel. Industry — Analysis of outlook — James Richardson.&
Sons; 173 Portage Avenue, East, Winnipeg, Canada and Royal
" Bank Building; Toronto, Canada.: Also available is a review
of the Canadian Construction Industry and High Yield Cor-
poration Bonds, . ..

0il in Ala,ska-Report—McDonald Holman & Co., Inc., 70 Pine
Street, New York 5, N. Y.

Railroad lndustry——Analysxs with partlcular reference  to Chi-
cago, Rock Island & Pacific Railroad, Missouri-Kansas-Texas
Railroad, Seaboard Air Line, Great Northern Railway, Den-
ver & Rio Grande Western, Kansas City Southern Railway,

For financial institutions . . .

Now ‘available —
4 Page Study of:

Mine Safety Appliances Co.

World’s largest producer of: safety equipment;
the. pioneer manufacturer of- high-energy
“boronfuels and. thermal -batteries;: leader - .
in high temperature liquid metal technology.

Troster, Singer & Co.
Members New York Security Dealers Associaiion
74 Trinity Place, New York 6, N. Y.

HAnover 22400 Teletype NY 1.376-377-378
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The Commercial and Financial Chronicle . .

and Baltimore & Ohio—Sutro Bros. & Co., 120 Broadway,
New York 5, N. Y.

.- Stock Market vs, Industrial Activity—Analysis—Francis 1. du

Pont & Co., 1 Wall Street, New York 5, N. Y.

Treasury Refundmg——stcusslon-—-New York Hanseatic ' Cor-
poration, 120 Broadway, New York 5, N. Y.

Yields in the Post Recession Boom—Discussion—Park, Ryan,
Inc,, 70 Pine Street, New York 5, N, Y.

American Air Filter Co.—Memorandum—Doyle, O'Connor &
Co., 135 South La Salle Street, Chicago 3, Ill.

American Hospital Supply Corp.-—Memorandum—The" Illinois
Company, 231 South La Salle Street, Chicago 4, Ill.

American Optical—Data—Herbert E. Stern & Co., 52 Wall
Street, New York 5, N. Y. Also in the same circular are data
on Kennecott Copper.

Arizona Public Service Co.—Memorandum—Edward L. Burton
& Co., 160 South Main Street, Salt Lake City 1, Utah.

Bankers & Shippers Insurance Company—Report—Robert H.
Huff & Co., 210 West Seventh Street, Los Angeles 14, Calif.
Also available are reports on Camden Fire Insurance Asso-

ciation, Kansas City Fire &  Marine Insurance Company,-

Maryland Casualty Company, Pacific Indemnity Company,
Pacific Insurance Company and Peerless Insurance Company.

Brooklyn Union ‘Gas Company—Report—Thomson & McKin-
non, 11 Wall Street, New York 5, N. Y. Also available is a
report on U, S. Borax & Chemical Corp.

Colorado Oil and Gas Corporation — Card memorandum —
Scherck, Richter Company, 320 North Fourth Street, St.
Louis 2, Mo.

Cormac Photocopy Corp.—Analysis—Casper Rogers Company,
40 Exchange Place; New York 5, N, Y.

Eastern Industries, Incorporated ——Bulletm—-—De Wltt Conklin
Organization, 120 Broadway, New York 5, N. Y.

‘Emporium Capwell — Report —- Dean ‘Witter & Co., 45. Mont-_

gomery Stroet San Francisco 6, Calif. - ‘Also avaxlable are
, analyses of* Stautfer Chemical, Company and Pa.citlc Clay
Products.- -

Equity Oil Co—Data—James M. Toolan & Co,, 67 Wall Street,

New York 5, N. Y.

Erie Resistor Corp.—Memorandum—-Fulton Reld & Co., Union

Commerce Building, Cleveland 14, Ohio. Also avallable is a

.- memorandum on_William S. Moore, Inc,

Fuller Manufacturing Co.—Memorandum—Wm. C. Roney &
Co., Buhl Building,” Detroit 26, Mich. Also available are
memoranda on Portsmouth Steel Corp., River Ralsin Paper
Co. and Standard Tube Co.

Gas Service—Memorandum—Robert W, Baird & Co., 110 East
Wisconsin Avenue, Milwaukee 1, Wis. Also available is a
memorandum on Tamilton Manufacturing.

Georgia Pacific Corporation—Analysxs—Auchmcloss Parker &
, Redpath, 52 Wall Street, New York 5, N, Y.

Government Development Bank for Puerto Rico—Quarterly re-
port for period ended March 31, 1958—Government Develop-
ment Bank, San Juan, Puerto Rico, °

W. R. Grace & Company—Bulletin—Joseph Faroll & Co., 29
Broadway, New York 6, N. Y.

Great Southern Life Insurance Company — Analysis — Eddle-
man-Pollok Co., Bank of the Southwest Building, Houston 2,
Tex.

E. J. Korveite, lnc.—Analysxs——Cady, Roberts & Company, 408
Madison Avenue, New York 22, N, Y,

Mackey Airlines, In¢ —Memorandam—Atwﬂl & Co., 605 Lin-
coln Road, Miami Beach 39, Fla.

Maine Turnplke-——Bulletin—Tripp & Co., Inc., 40 Wall Street,
New York 5,N. Y.

Marmon Herrington—Analysis—H. Hentz & Co., 72 Wall Street,
~New York 5, N. Y.

Marsh Foodliners, Inc,—Memorandum—K. J. Brown & Co., 118 "~

South Mulberry Street, Muncie, Ind.:

McColl-Frontenac Oil Company Limited — Analy51s — Burns

- ‘Bros.- & Company Limited, 44 King Street, West,. Toronto 1;
Ont.,"Canada.

 Mine Safety Appliances Co.—Study—Troster, Singer & Co., 74

Trinity Place, New York 6, N. Y.
Page Hersey Tubes, Limited—Analy51s—McLeod Young, Weir
& Company, Ltd., 50.King Street, West, Toronto, Canada.

Photon Inc.—Report—May & Gannon, 140 Federal Street Bos-

ton 10, Mass.

- Preway lnc.——Analyﬂs—Loewi & Co., Incorporated, 225 East

Mason Street, Milwaukee 2, Wis, Also available are studies
of Cutler Ilammer, Inc. and American Express Company.
Texas Gulf Sulphur — Analysis — Halle & Stieglitz, 52 Wall

Street, New York 5, N, Y,
United American Life Insurance Co.— Memorandum — Lloyd
Arncld & Cc., 364 North Camden Drive, Beverly Hills, Calif.
Upper Peninsula Power Company—Analysis—A. G. Becker &
Co., Incorporated, 60 Broadway, New York 4, N, Y.

Wilcox Oil—Bulletin—Bache & Co., 36 Wall Street, New York

5, N. Y. Also available is a bulletin on Raytheon Manu-
facturing.

EQUITY OIL CO

Bought — Sold — Quoted

JAMES M. TOOLAN & CO.

67 WALL STREET
NEW YORK 5,N. Y.
Teletype NY 1-2630 Telephone HAnover 2-9335

. Thursday, May 29, 1958

COMING
EVENTS

In Investment Field

June 2, 1958 (Syracuse, N> Y.)
Bond Club of Syracuse annual
outing at Hinerwadel's - Grove,
North-Syracuse.

June 5, 1958 (New York City)
American Stock Exchange 5 &
20 Club 12th annual golf tourn-
ament and ‘dinner at Sunning-
dale Country Club, Scarsdale, .
N. ¥ : '

June 6, 1958 (Los Angeles, Calif.)
Bond Club of Los Angeles an-
nual Field Day at the Oakmont
Country Club.

June 6, 1958 (New York' City)
Bond Club of New York 34th
annual field day at Sleepy Hol-
low Country Club, Scarborough,
N

June 6, 1958 (Pittsburgh, Pa.)
Bond Club of Pittsburgh annual
spring outing at the Longue Vue
Club.

June 6, 1958 (Chicago, Ill.)

Bond Club of Chicago:45th an-
“nual field day at the Knollwood
Club. --

June 7,:1958 (Toledo, Ohio)
Toledo Bond- Club annual out-

.. ing -at the Invernes Country
< Club.- , - s :

June 13-14-15, 1958 {Los Angeles,

Calif.)
Security Traders Association of

- Los .Angeles- annual Spring
Party ‘at the Coronado Hotel,
Coronado, Calif.

. June 13, 1958 (New York City)

Municipal Bond Club  of New
York 25th .annual field day as
XIVestchester Country Club, Rye,

. .

June 18-21, 1958 (Canada)
Investment Dealers’ Association
of Canada annual convention at
Manoir Richelieu, Murray Bay,
Quebec,

June 19, 1958 (Minneapohs St.
Paul)
Twin City Bond Club annual
picnic. and oufing at the White
Bear Yacht Club, thte Bear
Lake, Minn,

June 20, 1958 (Philadelphia, Pa.)
Investment Traders “Association
of Philadelphia:summer outing
at. Overbrook: - Country - Club,

’Radnor Tawnship, Pa.:

June-24, 1958 (Detroit, Mich.)

. Securities Traders Association of
Detroit.& Michigan annual sum-

~ mer outing- at the Lakepomte
Golf Country Club. Ly

June 27, 1958 (Detroit, Mich.) '

-+ Bond Club- of =Detroit annual
summer outing at Lakepointe
' Country' Club.

June 27, 1958 (New York City)

- Investment 'Association of New
York outing at Sleepy Hollow
Country Club, Scarborough on
the Hudson, Scarborough, N. Y.

June 27, 1958 (Philadelphia, Pa.)
Philadelphia - Securities Asso-
.ciation annual outling at the
Overhrook Golf Club, Bryn
Mawr, Pa.

June 28, 1958 (Chicago, 111.)
Security Traders Association of
Chicago. summer: golf outing at
the . \Woodndge Country Club,
.. Lisle, Ik - -

Aug‘ 21- 22 1958 (Denver, Colo)
Bond ‘' Club- of "Denver - Rocky
. Mountain ' Group IBA '24th an-
nual.summer frolic. at the Co-
Jumbine Country.Club..

.Sept. 18-19;,°1958 (Cincinnati,
Ohio)

Municipal Bond--Dealers. Group
annual outing — cocktail and
".. dinner party Thursday:at Queen
¢ City -Club;- field -day Friday at
Maketewah Country Club.
Sept. 29-Oct. 3, 1958 (Colorade
Springs; Celo.)
National Seeurity Traders Asso-
ciation Annual Convention at
the Broadmoor. )
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A New Method of Disinflation

By PAUL EINZIG

Dr. Einzig looks askance at newly developed British formula

of allowing wage increases, in nationalized industries, so long
« as they are coupled with neutralizing, increased productivity.
. The writer anticipates this new policy of cutting dewn uneco-

nomical services and output will not so readily be imitated in

the private sector and, in either case, sees no stop to higher
wages producing higher unit costs and, in turn, higher prices.

So long as trade unions insist, and receive, compensation for
“higher cost of living and for increase in output, the outlook
“for runaway inflation is assured according to this across-the-
‘ sea economists who," thus, disapproves of relaxed ' anti-infla-
: ticnary policy accompanying this new wage formula.

LCNDON, Eng.—The reduction

of the Bank rate from 6 to 5% %
on May 22 appears to indicate that
the Government is not unduly
worried about )
t h e prospects
of ‘another
round of wage

. -inereasesiniti-
ated by grant-

~ing the em-

. ployees. of

. British . Rail-

" ways.an in-"

. crease-of 3%.

. The Bank rate -

. decision was

" made on the

" very day when

an increase in

. the cost of liv-

ing index by 2

. points in April was announced,

. and when it was also announced

Paul Einzig

. that the terms of trade have

moved against Britain.

Wage demands by trade unions
- representing 834 million workers
- are under consideration, and their
outcome may decisively influence
the trend of prices and exports.
Yet the authorities decided to re-
lax the disinflationary drive by
further lowering the Bank rate
from its crisis-level.

New Wage Formula !

The explanation of official op-
timism lies in the development of
a new formula which, the Govern-
ment hopes, would be able to neu-
tralize inflation created by wage
increases. This formula was actu-
ally applied in ‘the terms of the
railway wage settlement. The 3%
increase was granted on -the un-
derstanding that the additional
£10 million a year for wages
would be found by cutting down
services to a corresponding degree.
A number of branch railway lines
which have been run at a loss will
be closed down, even though this
will be gravely detrimental to the
interests  of the districts they
serve. The number of passenger
" trains will be reduced, even though
this is bound to cause considerable
inconvenience to -the traveling
public. As a result, many thou-
;sands of employees will become
redundant, and through their dis-
missal the total of wages paid by
British Railways is hoped to be
kept down at its present figure in
spite of the 3% increase in wages.

The Government intends to
make an effort to ensure the ap-
plication of this formula to other
wage settlements. This is feasible
in the case of nationalized indus-
tries. . The National Coal Board
intends to close down a number
of uneconomical coalfields, in or-
der to be able to concede part of
the wage increases demanded by
the National Mineworkers Union.

Other public services run by na-.

tional boards will doubtless be in
a position to save money for wage
increases, by giving less satisfac-
tory services to the public. When
it comes to privately-owned in-
dustries, however, the matter is
not so simple.

_ Doubts Increased Productivity
_ Will Result
The public services may save
‘money by producing less, but if
private firms should do the same
the decline in their output would

wipé out the benefit of the reduc-
tion in their staffs. It would be a
totally different  matter if the
trade unions were to agree that a
smaller number of men would
maintain the same output, and if
such agreements were to be hon-

ored by the'men. But judging by.

past experience it would be fool-
ish to grant wage increases on the

strength of such agreements, What.

would probably happen would be
that the output of the reduced
staffs would show a decline unless
more overtime would be worked,
in which case the total wage pay-
ments would increase in spite of

the reductions in the number of’

employees.

Moreover, the Government's
new formula would not even pre-
tend to provide a remedy against
cost inflation as distinct from de-
mand inflation. Its declared aim
is to keep down demand by pre-

venting an increase in the total-

of consumer purchasing power re-
sulting from the higher wages. But
higher- wages mean higher costs

‘reduced.
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per unit of output, and this must
mean a further increase in prices.
It is true, in the absence of a

‘corresponding expansion of pur-

chasing power, consumers would
not be able to maintain the vol-
ume of purchases on the basis of
the higher prices. In theory, there-
fore, this should prevent an in-
crease in the price level, or it
would tend to bring down the in-
creased prices to their previous
level. But in practice the higher
prices would result in additional
wage claims which, if satisfied to
any considerable extent, would
provide the purchasing power to

" maintain the demand in spite of

the higher prices.

Formula Found Défectivé on
Other Grounds

The Government’s formula could
not be continued to be applied in-
definitely even by the - public
services. There is a limit beyond
which these services could not be
As -for. private firms,
any attempt to maintain a limit
to total wage payments in face of
the rising wage rates would neces-
sarily lead to a curtailment of the

.output, which again would rein-

force the rising trend of prices.

‘Having regard. to above consid-
erations, it seems that the Gov-
ernment’s enthusiasm for its new-
ly-invented formula of disinfla-
tion' through redundancy is mis-
placed. 'Perhaps the Government
is well aware of this. But the al-
ternative to putting forward this
formula would be either to stand
firm against wage demands at the
risk of major strikes or to admit
candidly that the disinflationary
drive has failed. So the new
formula is as good a face-saving
device as any that could be de-
vised at short notice. Nothing can

stem the tide of inflationary wage
increases so long as the concep-
tion that organized labor is en-
titled to be compensated for any
increase in the cost of living, even
if it is caused by the previous
wage increases, continues to pre-
vail. ) )

There are no indications of any
possibility of inducing the trade
unions to abandon that . concep-
tion. Indeed, the latest Socialist
formula is ‘that workers are en-
titled to annual wage increases
corresponding to the increase in
the cost of living plus thé increase
in the output. If such a super-
inflationary " formula should " be
widely accepted Britain’s economy,

- would' be doomed to runaway in-

flation. o j
“Jos. A. Field, Jr.
With Hemphill, Noyes

(Special to THE FINANCIAL CHRONICLE)
BEVERLY ' HILLS, Calif.—
Joseph A. Field, Jr. has become
associated ‘with ‘Hemphill, Noyes
&. Co., 9478 Santa Monica Boule-
vard. In the past he was a part-
ner in Daniel Reeves & Co. ‘

Malcolm Rogers With
- Walston & Go.,-Inc. -

(Special to THE FINANCIAL CHRONICLE)

OAKLAND, Calif.—Malcolm A.
Rogers has rejoined Walston &

"Co., Inc., 408 Fourteenth Street.

Mr. Rogers has recently been con-<
ducting his own investment busi-
ness, Rogers & Co., in Oakland.
In the past he was Vice-President
of the First California Company.

(2397) 4

Norman Sitzenslatier
- With Shumate & Co.

. DALLAS, Tex. — Shumate &
Company, Inc., .First National
Bank- Building, announce the
opening of a trading department

R

N. J. Sitzenstatter

. specializing in Southwestern is=

sues, with Norman J. Sitzenstatter
as Vice-President 'and Manager.
Mr, Sitzenstatter was. formerly an

officer of Eppler, Guerin & .
Turner, Inc.

1 ] . -

Edward V. Mills With_

. ) P :
Irving Lundborg & Co.

- (Special.to THe Fxmﬁwuénnomam _-
SAN FRANCISCO, Calif, —
Edward V. Mills has become as-
sociated with Irving Lundborg &
Co., 310 Sansome’ Street, mem-
bers of the New -York and . Pa-
cific Coast Stock Exchanges, Mr.
Mills was formerly with White,
Weld & Co. and prior thereto
was a partner in Reynolds & Co.

NEW ISSUES

Blyth & Co., Inc.

Lazard Freres & Co.

Glore, Forgan & Co.

The offering is made only by the applicable Prospectus.

$25,000,000

(Due December 1, 1978)

Price 99.25%

Plus accrued interest from June 1, 1958

150,000 Shares

Cumulative Preferred Stock, $5.70 Series
(Without Par Value—Stated Value $100 per Share)

Price $100 Per Share
Plus accrued dividends from May 1, 1958

White, Weld & Co.

Eastman Dillon, Union Securities & Co.

Goldman, Sachs & Co.

Lehman Brothers
Paine, Webber, Jackson & Curtis

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

May 28, 1958

Transcontinental Gas Pipe Line Corporation

First Mdrfgage Pipe Line Bonds, 4%% Series Due 1978

Copies of the applicable Prospectus may be obtained in any state only from such of the several
Underwriters, including the undersigned, as may lawfully offer the securities in such state.

Stone & Webster Securities Corporation

Harriman Ripley & Co.

Incorporated

The First Boston Corporation
Kidder, Peabody & Co.

Merrill Lynch, Pierce, Fenner & Smith

Smith, Barney & Co.

gitized for FRASER
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10 (2398)

America

Needs More Slockholdeu ;

' By LOUIS . ENGEL*

 Vice-President, Merrill Lynch, Pierce, Fenner & Smith
| New York City

Mr. Engel sees as the saving grace to the problem of meeting
economy’s continuously increasing capital requirements pre-
sented by people’s ignorance of investing in American busi-
ness the fact that people do “want to know.” The securities
dealer recounts efforts made by his firm to acquaint and edu-
cate the public in the A B C’s of investing, and stresses fhe
importance -of this in terms of the individual’s protection
against price inflation and the national economy’s welfare.

The program of public education
which Merrill Lynch has pursued
for the past 15 years, using virtu-
ally every means of communica-
tion possible, )
rests funda-
mentally on

~one premise:

We believe it

is desirable

for everyone
to invest who
can’ afford to -
buy even so
much as a sin- -
gle share of
stock, We be-
lieve it is de-
sirable from
the personal
..point of view
and from the
point of view of our national
- economic welfare. I would liketo
explain why we believe investing
is good from the personal point of
view. There are two principal rea-
" sons for this conviction. ‘The first
is the fact that American business
. over-the years has grown steadily,
_and it is going to.go on growing.
~ Obviously, benefit is to be gained
from sharing in this growth.

1 dislike using statistics, but it
is only in terms of figures that I
can trace this dramatic story of

. industrial expansion. In 1913, this
country had a gross national prod-
wuct of approximately $40- billion,

. according to the Department of
Commerce. “Gross national prod-

© yet” is the economist’s phrase for
"' the total value of all goods and
services produced in this country.
By 1940, gross national product
had increased to $100 billion—a
nice, steady pattern of growth.
But nothing compared to what
happened in the succeeding ‘15
years. From 1940 to 1950, gross
national product rose from $100
billion to $285 billion and by 1955,
it stood at the astounding level of
$390 billion—a figure ten times
what it was in the days just before
the first World War. Last year,
gross national product was $434
pillion.

But that isn’t the whole story.
The staff economists on the Joint
Congressional Committee on the
Economic Report tell us that the
rate of production is going to ac-
celerate still further until by 1965
gross national product will reach
a level of $535 billion.

A second reason why it is good
to invest is that common stocks
can help offset the decline in the
purchasing power of the dollar.
The dollar of 1913 has dwindled
until it is worth only 34 cents
today. This, of course, means that
prices have virtually tripled since
1913. :

But in that same period, the
average price of common stocks
listed on the New York Stock
Exchange has increased roughly
800%. They have virtually tripled
in the past ten years alone.

Now you may properly ask if
there isn’t a risk in-buying com-
mon stocks. Yes, there is a risk.
But you should remember that
there is a risk in just having
money—the risk that the dollars
you simply set aside may not buy
as much in years to come when
you want to spend them as they
do now.

Louis l":ngei

*An address by Mr. Engel before: the
American M t A iation Sem-
dnar -on JInvestors Telations, New York
City, May 7-9, 1958,

So much for the reasons why
investing is good from an individ-
ual point of view,

Now let’s look at the problem
from the broader point of view of
our national economy. ;

If business is going to go on
growing at the rate predicted by
the economists, it is going to need
money for new plant and equip-’
ment. Ours is a mechanized econ-
omy. About 95% of everything we
produce is made by machines, only
5% by hand. Not only do machines
wear out but we are constantly
developing new machines which
can produce more efficiently. ‘

Future Capital Requirements

Let me give you an idea of how
much money American business
has had to put into new plant and
equipment over the years. From
the turn of the century until the
end of World War II, it applied
$218 billion to that purpose. But
in the next ten years alone, from
1946 to 11956, it put:$232 -billion
into plant and equipment—more
in that one decade than in all the
preceding years of. this century.
‘And the Joint Committee on the
Economic Report predicts that by
1965 capital requirements of busi-
ness will rise from their present
levels of abeut $35 billion to an
estimated $65 billion a year.

Where, you may ask, is this
money coming from that business
needs? From banks? Some of it.
From insurance companies? Some
of it. From pension funds? Some
of it. From trusts and estates?
Some of it. But the blunt fact of
the matter is that the great bulk
of the money that business will
need in the years ahead must come
from individuals, And by “individ-
uals,” we necessarily mean people
of moderate circumstances. It must
come from millions of people with
hundreds of dollars, rather than
from hundreds of people with
millions of dollars. -

This is so because of the great
redistribution of wealth and in-
come ‘which has been effected in
this country over the past 25 years
as a result of the application of
our tax laws. Today, the million-
aire can aptly be described as the
Vanishing American and the great
social phenomenon of our time
has been the rise of the middle
class. Let me give you some idea
of the dimensions of that phe-
nomenon, Since 1941, the total
number of families has increased
to 56 million—up 42%—but the
number of families with incomes
of $5,000 gnd over has multiplied
1215 times—up from 1%% million
to 19% million,

Before the war, a family with a
$25 a week income was typical.
Now that same family-has a week-
ly income in excess of $75 a week.

You may say that this increase
in income is not too significant
because prices have increased so
rapidly. That's true, they "have.
You may point out that taxes have
also gone up drastically. And
that’s true, too. But for once in
our history, income has increased
faster even than prices and taxes.
As a consequence, we have in the

aggregate today more cash savings
and money in the bank than ever
‘before. In 1940, these liquid as-
sets held by people amounted to
~just about $50 billion. Today it
is over $200 billion—more than
four times greater.

. Not Doing Too Well

How well, you may ask, are we
doing in channeling these savings,
these liquid assets, into invest-
ments? How well are we doing in
persuading people to buy a share
in American industry “in- order
that American industry may have
the funds it needs for continued
growth? The frank answer is: Not
too well. ;

In 1952, the Brookings Institu-
tion of Washington completed h)c
first census of American stock-
holders. That census showed that
there were just 64 million share-
holders in America, representing
about 4% of the individuals and
only about 10% of all families.
These findings, I may say, came
as something of a shock to Wall
Street, who always assumed that
there were two or three times as
many stockholders.

Two years ago, Alfred Politz Re-
search, Inc./ made another censis
for the New .York Stock -Exchange
and this one- provides some - en-
couraging news—because it shows
that in the intervening four years
the number of share-owners has
increased 33% to a level of 8,630,-
000. Still, - this: means : that -only
about 13% of all the families own
any stocks, and. this. figure .con-

- trasts unhappily with the 48% of

families ‘'who ~own their. own
homes; and with the 78% who
own life insurance. Currently, the
Stock Exchange says shareholders
number 9,000,000. .

Public Ignorance

Why is it that more people don’t
invest in -American business? The
answer to that can be put in one
word: ignorance. It is almost.im-
possible to overstate the extent
of public ignorance. about stocks
and bonds, You may recall in 1956
that the common stock of the Ford
Motor Company  was offered to
the public for the first - time,

.and .this well-publicized offering

seemed to catch the imagination
of many people. Like other in-
vestment . firms that helped to un-
derwrite this gigantic issue, we
were beleaguered by requests
from -all over the country for
shares of Ford stock.

One of these requests came
from an influential and successful
Chevrolet dealer in a town in
Texas, a presumably well in-
formed businessman, He ex-
plained that he thought it was a
fine thing the Ford .Company was
doing to let the public participate
in ownership of the company and
he concluded by saying that he
only wished his own company
would let people buy its stock! He
didn’t know he could buy a share
of General Motors from any bro-
ker or security dealer in the
United States by simply making a
telephone call.

The best documentation of pub-
lic ignorance about securities is
afforded by a survey made some
years ago by the New York Stock
Exchange. The researchers asked
people what they would do if they
suddenly received a large sum of
money—money which they didn't
need for any purpose. To make
the problem easy, six possible
channels of investment were sug-
gested to them — government
bonds, common stocks, life insur-
ance, corporate bonds, real estate,
and savings banks. People were
not restricted in their choice of
these various types of investments.
In other words, anyone who was
being questioned could say that
he would put some of the money
into the saving bank, some into

life insurance, some into common °

stocks, -etc.

Here are the results of that
survey: 83% said they’d put some
of -the money into government
bonds. 67% said they’d put some
into life insurance. 43% said
they’d put -some in the savings
banks. 42% into real estate,
Finally, only- 16% -of - the people
said they would put any of the
money into cormmon stocks, and

~Continued on page 16
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‘The Stockholder: e 0
- The Neglected Mian

By DONALD 1. ROGERS~* :
Business and Financial Editor, New York “Herald Tribune”

after citing company attitudes

of former times when financial information was cloaked in
_secrecy, appraises the stockholder’s present status. Maintains
. present stockholder relations programs are characterized by lip
service and lack of follow-through, and that conviction at top
management levels is required for really good stockholder

relations. - Lists criticisms of

conduct of annual meetings.

Commends company executives’ growing awareness of their
shareholders as potential consumers. Urges managements learn
who their steckholders are, and give them what they want;
tell the company’s. full story to the press, investment: bank-
ers, brokers and security analysts; to make the reports worth
reading; conduct the annual meeting meaningfully. and grace-
fully; pay a fair-dividend; and via stock ownership “put your
money where your mouth is.” : i

Marrying the Boss’:daughter is
still one of the traditional routes
to success. It was not too long ago
that this was also about the only
way the small
stockholder
could ' get. the
full financial
story of a cor-,
poration he
might have
‘invested - his
money in.

These .were
the days in
which most. of -
the mnewspa-.
pers intown
kept a pool of"
one or two-
share odd-lots =
‘inseveralcom- ]
panies ‘ready ' to . use -during the
annual meeting. season. ~ Unless
they were armed with a proxy,
reporters just couldn’t get a foot
in the front door.

Dunald I. Kogers

And the, annual report in those:

days—not so. remote as you think
—was characteristically a bare-
bones two-page statement, often
more interesting for what it con-
cealed than for what it revealed.
Earnings and assets, as a matter
of fact, were top secret stuff, and
as jealously guarded as the com-
bination to the underground vaulls
at Fort Knox.

Mystery, the Mother of
Manipulation

This cloak. of secrecy, though
much in fashion, was thought to
be de rigeur by almost everybody
except a few free-thinking non-
conformists. They, of course, could
do little but take refuge in the
understanding that if necessity
was really the “mother of in-
vention,” then mystery was the
mother of manipulation — as of
course it is. There was scant com-
fort in this refuge, though, and
one commentator, examining the
balance sheet of a major paper
company, took a really good look
at an item headed “Mills, Plants
and Water Powers” and somewhat
despairingly conjectured that the
figure certainly did contain “A
generous volume of water.”

This ' was a time, obviously,
when management uncompromis-
ingly regarded the stockholder as
a foe—an. antagonist. The stock-
holder was not a bell cow to be
courted, but a Bossy to be milked.

The Present Situation

Now it appears that things have
changed—but have they really?

Has management really come to
regard the stockholder as a friend?
Has it really stopped biting the
hand that feeds it—or is manage-
ment simply going through the
motions—smiling through bared
teeth much as you might suffer
a bore at a cocktail party, the
while - meditating on the clinical
joys of slipping a stiletto between
his-sixth and seventh ribs?

*A talk . by Mr. Rogers before the

American Management Association,” New -

V‘York City, ‘May 7, 1968.

There' is some evidence this is
the case. Lots of corporations, of
course, .seem- to -be working ' hard
at doing-a job.. You know  'the
hallmarks ‘as -well as I do. An
annual report that is as ‘easy on
the eyes and as-slick and as pre-

* sentable as good ' editorial - judg=
.ment and the' four color press can

make it. There are, other
too.

The hard working stocklioldei'

signs,

" relations staff—even if it is. a one

man band, so to speak — that
answers. every letter no matter
how trivial; every complaint, no
matter how. infantile; the welcome
letters to new stockholders;. the

Cinterim reports; plant tours}
““Open House”; the “Road Show’’«

regional annual meeting, and all
the other “Win Friends and In-

. fluence  People” techniques that

fertile minds can devise. wg
This is all to the good. . Buf
much of it, I am afraid, does not
spring from the genuine- convic=~
tion that the stockholder is really
a friend. Much of this “exper=
tise,” I am afraid, is simply just
so much lip service. The stock=
holder is still the bore at the cock-
tail party. That seeming grin -of
welcome is really the grimace. of
the stout-hearted fellow who will
bear up under it all—who will
keep up appearances even if it
kills him." =

The Trappings

I say this for a number of rea=
sons. There are corporations which
have all the customary trappings
of stockholder relations; the frost-
ing on the cake; the four-color
annual report—and no real under-
standing of stockholder relations
at all. It takes some technical skill
to generate these trappings and it
takes a willingness to spend some
money. Given these factors, you
can’t write down the ability: of
these corporations to construct a
real stockholder relations program.
But since they have the skills;
since they have the trappings—
and no real stockholder relations
program—you can only conclude
that management is just going
through the motions; it is paying
lip service to an ideal for which
it has.no conviction. The stock-
holder is still a Bossy to be milked
—only now we’ll do it with a
smile.

A Reporter’s Experiment

Let me show what I mean. Re«
porters, as every editor knows,
are a Machiavellian lot. I know
this because—as the press agent’s
favorite cry goes, “I'm an old re-
porter myself.” Well, not too long
ago one of the really Machiavel«
lian types in our shop —he can
quote from “The Prince” and the
“Discourses” like the devil from
scripture, and you should see his
expense accounts—came up with a
firebrand of an idea.

He had been immersed in the
usual crop of annual.reports.and
was struck:by one thing. Those

Continued on page 34
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Commerclal Finance Com panies’
Role in Present Day l.endmg Field

By J. MARTIN SEILER*
Executive Vice-President, A. J. Armstrong Co., Inc., N. Y. City

Vice- Presndent National Commercial Finance" Conference, Inc.

New York City

In disabusing‘misconceptions held regarding the commercial
financial industry, Mr. ‘Seiler.
- distinguishing, important - differences in-the various types of '

explains to-bankers: : (1) the «:

finance companies making up the industry; (2)‘why finance .

companies are not competitive with banks; and (3). specialized .

techniques and services provided in domestic and-international -
“trade, and importance of charging proper costs in running an "
- accounts receivable ‘department.: Asks-bankers ‘not to fix ‘a

portion. of their loanable funds: to “finance:industry”: but to
break this general category down into different kinds of finance -
- business to accord:with diversification: policies:governing risk
andseasonable use.of .funds.: The-author: denies- financing is
“restricted -to. those: concerns doing badly and,in" expressing
“skepticisim about the proposed capital banks for small business, -
; points out ‘how :worth-while small and large growth:firms are
. financed with and ‘without-bank cooperahon. 3

Bank executives are aware .of
the fact-that-there are many dxf-
ferent types of finance compames,
such -as:

(A) "“The _sales fmance company
swhich lends
‘againstithe
‘security of
;automobiles?
and trucks;-

(B) The small
loan compa-
‘nies which’
jnake loans of
limited size.
pursuant’ to
~the various’
ismallloan

“lawsof the

"various. states; .

A{C) Dlscount' g
*fmance com~-
panies .which
‘buy paper ansmg out of the sale
ito the consuming public of appli-

Jacob Martin ‘Seiler

- ances, white goods, furniture, etc;’

(D) Compames who lend agamst

- or buy'paper arising out of the

" ‘cedures,” laws - and - methods.

' sale ‘-of machinery and equipment;

+ (E) Factors,-and (F) Finally, com-
- mercial accounts recexvable com-

‘ panies.

Frequently, bank oihcers 1efer‘
1"to the various types of companies
“as-“finance companies,” and place:

them in one category, in consid-
‘ering - their loans. I respectfully
submit that, except for broad gen-
erahzatlons this is' not quite
‘proper, _Over the years -each “of
the various types of .lenders have
developed special techniques, pr?-
n
‘the case of the Factor and com-
‘mercial finance company, thereis
-a’very high degree. of liquidity

;,l 'as ‘opposed to. most other types

“ of « financing where

loans are

o made from 'anywhere up to five

.. years. The degree of risk is dif-

" ferent, depending upon the un-

’ der’ lymg collateral -security . and
" the hazards of the particular busi-

* mess. Each of these types of busi-

..ness

is -differently affected by

‘seasons and changes 'in the econ-
J

b

" ‘omy:

Frequently banks have refused
to issue a- new line of credit- to
a Factor or Commercial Accounts

Receivable company . because a '

‘fixed portion of the bank’s lend-
able funds have already been
.committed to the “Finance Indus-
try.” 1 suggest that where this is
done, if the bank’s credit policy
committee is really: looking for
diversification of risk and sea-

" ‘sonal use of funds, it should break

‘down this general category into

" its separate distinct and different

kinds of finance business.
Commercial financing embraces
generally the field of making
loans and advances secured by
-accounts receivables, It differs

—
*An address by Mr. Seiler before the
" Bank -Credit Associates of New York,

- New York City,

from factormg mamly in‘the fol-
lowing 1espects P

Dlstmguibhes Commerclal
Fmancing

The Factor buys the account
outright and’ assumes’ the. credit
risk. 'Thé ‘commercial finance *
company does - not. It ‘merely *
makes a loan against the account »
receivable, and ‘although "ielyin
primarily upon ¢ g
security, . nevertheless has” the
guaranty of the borrower, and-in:
addition, usually receives the per-

' sonal guaranty of ‘the. owners’ of
_the. business. - The “factor notifiés ’
~the~debtor to make payment di- .
‘rectly . to. the factor. | :
of commercial accounts receivable
financing, the relationship is gen=+.~"
~erally .confidential — there is no

notice given to the debtor — and

payments are made‘to the-seller, .

the client of the finance company.,
These -payments: are then turned

over in specie,-as received, to the .

finance -.company.

Occasionally, - the 'commercial

accounts receivable ‘company also.

makes loans secured by inventory
or machinery and equ1pment of
the borrower.
companies, -such "as ‘ours,” who do

both factoring and ‘receivable. fi- . -

nancing; -and in addition redis-
.count the paper of other smaller
finance : companies, ‘finance im-
ports - and.. exports,. --and

motion picture or television films.

Frequently, in order to. meet: the -
we |

requirements’ of the client,
have to engineer a financial plan

which may incorporate a ’com- -

bination . of -various methods of
lending and security.. - - ¢

One of the serious: misdoncep- '

tions that many people hold about
financing is that it is'restricted
to those concerns’ doing very
badly or ‘on the verge of bank-
ruptcy. Nothing could-be further

from the truth. If the funds to be

supplied by the finance company *
cannot improve the. prospects of -
-the client and.-be employed prof- -

itably in the business, the finance
company will generally not make
the loan, '

That is not to say that merely
because the firm is losing money

the finance company will turn it ;

down. The finance .company,
however, will  very closely ex-
amine the situation to see whether

‘the causes for the losses are only
.temporary and can be overcome

or remedied. It will often. give its
advice and counsel in helping to
turn the tide and restore the com-
pany to profitable operations.
Most  frequently, however, the
typical customer of the -finance
company .is a rapid growth busi-
ness, whose continuously expand-
ing salesg reouire financing
greater than can be obtained from
banks or other - similar - institu- .

_tions. As a matter of fact, many -

of these rapid growth companies

¢

-...America,

- Lithium Corporation and Vitamin
Corp “of Amerlca

Amakmg loans.
« case,-

the underlying

In the case™

“There arée some

lend -
-against contracts for exhibition of

The Commercial and Financial Chronicle

have publicly acknowledged that,
.‘through - the use:of funds and'
assistance supphed by.commercial
finance companies, they were en-
abled to grow into highly success-
ful multi-million dollar publicly
held corporations. Among them,

to mention only a few. are, Mon-
.-santo Chemical Co., National Air-

lines, 'Dow Chemxcal Co. Con-
tinental Motors, Diners Club . .of
O. A. Sutton Corp.,

.~ Finance Compames ‘Are Not
Competitive With Banks

' Bank men may wonder whether
Lommerclal finance companies are
not”. ‘competing. with ' banks in
That. is. not" the
“Wherever the account:
worthy of bank credit; the ﬁnance

company will not vie for it.

“In*its"excellent survey. of Com-
merclal ‘Finance  Companies and

'+ Factors . just . published by “ the

Federal Reserve, it is stated: “In

& their” long hlstory these finance
’ companies- have developed - spe-
cializéd ‘operating techniques and

security “devices to protect them

from “exeessive risk in supplying
large amounts of- credit to.busi-
. nesses:that could not qualify for

ordinary - unsecured ' bank - loans.
Moreover, the financing they pro-
vide is'not merely a higher: cost
‘substitute- for bank credit. It of-
fers. a’continuing flexible supply
of .credit. as needed, through im-
medlate cash advances upon the

s>1gnment or sale of receivable

invm.ces -and provides also for

addltmnal financing to meet. sea-
so'nabl‘e”needs and special oppor-

' ministration,

-tunities for expansion. While not
a substitute for equity funds,
commercial financing helps many

small businesses with limited ‘cap-’

ital to grow.”

Proposed Capital Banks for
-Small Business- .
Several bills are now pending
in Congress- which- would ‘create
capital banks for small business.
Some of these bills have power-
ful backing, such as that-of Sen-

. ator .Lyndon Johnson, Represen-

tative Wright Patton and the Ad-
In - essence these -
bills :are for the.purpose of mak-
-ing avallable sources of  equity
cap1ta1 as well as providing long
term Joans to small business..

- Obviously, in the light of pres-
ent day business: conditions, this
type of legislation has definite
political appeal. However, there
are’ two things that should be
guarded against, and they are:

.- (1) Federal ownership ofpri--
vate busmess, and

(2) The use of Federal funds in
competmon with banks and other
existing - financing"' institutions,
presently eqmpped with both per-
sonnel and experleme to render
tlns type of service.

< There can be no dlsagleement
with the general thesis that small
business should be aided, if pos-
sible. However, we must not for-
get that- busmess discontinuances
are the result most frequently of
a lack of business ability and ex-
perience.

A recent study by Dun & Brad-
street reveals that the preponder-
ance of small companies who go
bankrupt each year, do so pri-

(2399) 11

marily because of poor manage-
ment. Because of rigorous com-
 petitive conditions existing to=
day, all business finds ltself in a
period where only the efficient,
cost conscious operator, able to
market its merchandise effec=
tively, can succeed. It is a time
when business and industry are
facing a-fundamental test of thelr
efficiency and ability. -

Gpvernment flnanclng; whlch

‘would subsidize and- keep alive

small business ‘which is marginal
or incompetent, and does not have
a valid economic reason for ex-
istence; cannot be a panacea for

.the ‘economic ills of our country.,

There may be a place for such
government capital banks if they
confine their activities to furnish~
ing equity capital and long term
loans to_businesses which have a
sound reason for existence and
encouragement. However; such
capital banks should not compete
with " existing lending facilities, -
such as commelcial finance coms
panies, who are eager to lend to
deserving small- and medium«
sized firms.

Finance Companies Relatlonshm
With Banks
..Our industry looks at itself as
a retailer, to such companies, of
the funds which the banking in<
dustry and ' the insurance come
panies, lend to us in wholesale
quantities. The Robert Morris
Associates, in a recent study, indi-,
cated that finance companies gen<
erally are one of the largest
groups of borrowers from banks
throughout the country, In addi-

Continued on page 28
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A New Look at the Budget
e i By MAURICE IL STANS*

Director of the Bureau of the Budget
Executive Office of the President

Federal Budget Director forecasts $8 to $10 billion deficit re-
sulting from dynamic pre- and post-Sputnik and domestic econ-
omy changes. Mr. Stans points out that, even though deficits
for ‘economic recovery are accepted as inevitable now, we
should not stampede ourselves into hasty, ill-considered actions
which will add unnecessarily to our future burdens, nor allow
pump-priming pressures to lead to unnecessary military expen-
ditures. He also reviews Administration’s policies and program
dealing with nation’s water and land resources.

I have been Director of the were taking place and are continu-
Budget for a very short while—a ing to occur in our defense pro-
bare two months, to be explicit. I grams. For example, over three-
wouldn’t have believed it possible, quarters of our procurement funds
if anyone had in 1959 will go for types of equip-
told me that a ment which hadn’t been devel-
budget so oped or weren’t being bought in
carefully and production quantities as recently
conscientious- as 1955, the first full flsca_l year
ly compiled in after Korea. Our spending in'1959
January would for missiles will be about four
be hardly rec- and a hall times greater th@_n in
ognizable a 1653, while spending _for rpllxtary
few weeks cquipment of declining import-
later. ance is decreasing substantially.

: -In a dymamic - Because of our efforts during
economy ‘the the past few years, we can now
factor of take advantage of the successful
change is al- developments thus far and are
ways to :be adding immeasurably to the pow-
reckoned with. er of our forces. d

The budget is . Since the 1959 budget was pre-
both a long-range estimate of in- pared, we have found that certain
come and outgo, and a work pro- high priority ‘military activities
gram. for ‘the government sector can effectively be speeded up
of the nation’s economy. In any even more. The President there-
private Jbusiness, the -best. laid fore recently requested $1.5 billion
plans -are “likely to be upset by in additional funds from the Con-
shifts in. consumer preferences, gress, and defense expenditures
market,..canditi ) unfore-~ are now expected to be higher
seen requirements over-and above ' than the $40 billion “estimated;in
a normally adequate cushionof the:budget. i

TEBEIVES. i il -« Ulesstina.Withiover half of .the.budget

This is what has now happened ' going for defense, we are deter-
to the Federal Budget. Our income mined to assure that this spend-
is down, our defense costs are up, ing is devoted to sound and
anti-recession measures-are under essential purposesiand that pres-
way, and deficits of serious pro- sures ‘for pump-priming do not
portions confront us. Simple pru- lead to unnecessary military ex-
dence compels us to rethink our penditures. But. there is no es-
work 'program and look critically caping the great budgetary cost
at each one of the additional ex- ‘involved in providing adequately
penditure proposals being urged for the security needs of this
upon us. country, given present world con-

I have said we much reckon (itions. This is a cost we cer-
with the factor of change. This lainly must meet.
does not mean that we either pro-
pose - to fight change or be over-
whelmed by it. Rather, it means
{hat we have to accept it within a
perspective that measures its

Maurice H. Stans

Altered Economic Course

Fven more striking than the in-
crease in defense costs is the way
in which the' current economic
meaning, its needs, and its prob- setback has changed the budget
able duration. This is far from a ©utlook. The early signs of an
“do-nothing” psychology; we are ¢conomnic downturn - were - just
doing plénty, but we are doing it appea);_mg at the time we prepared
with our eyes open. the 1959 budget last fall. We now

I want to detail something about cession we are in snd have e
the budgetary situation the coun- ya,jous actions to help reverse it.
try is facing at this time and its  gupstantial programs have been
implications for the years to come. onacted, such as the new housing
I hope that by doing this I can 1) and the highway act. Author-
help to clarify some of our fiscal ity has been granted to enable
problems and how we might best jyilian agencies to speed up
approa{:}; them. Within this gen- ,1anned purchases of supplies and
erallge ting, I want to discuss OUr' equipment. The executive branch
public works programs, and more .., eq” 1o accelerate defense
specifically about those concerned contracting, housing programs, re-
with water resources. pair and modernization of Fed-
eral buildings, civil public works
(about_which I will say more in a
few minutes), and various other
activities. Various proposals are
now pending, including those to
extend present periods of benefits
for the unemployed and to assist
areas of high and persistent un-

Past Budget Cut Pressure

A year ago, a great deal of in-
dignation was voiced throughout
the country about a Federal budg-
et totaling almost $72 billion. A
lot of pressure developed to cut
backt the bgdget and get govern-
ment spending down below $70
billion in the next fiscal year. elr%ﬁggén ez?éiion s and proposals

‘Then last fall, while we were mean rising expenditures. There-
working on the 1959 budget, came fore, with lower tax collections as
the Sputnik and increased aware- well, the deficit in the current
ness of Soviet technological prog- fiscal year will be bigger than we
ress. This resulted in a substan- anticipated. Similarly, a large
tial step-up in our expenditures deficit—in the general range of $8
for defense purposes. to $10 billion, according to pres-

Of course, we too had been ent tentative estimates — is in
making great progress in shifting prospect for next year instead of
to modern weapons and reshaping the surplus we had planned.
our military strategy over a pe-  Although we accept these defi-
riod of years before the Sputnik. cits as inevitable now, if the gov-
Significant changes in emphasis. ernment is to do its part in pro-

*An address by Mr. Stans before the mOt,lng economic ‘recovery, we
National Rivers and Harbors Congress, Can’t close our eyes to what’s
Washington, D. C., May 15, 1958, ahead. Pressures are continuing

‘vestments

for vast new programs which
would commit: the government to
large .expenditures for ‘years to
come, Many of the proposals.call
for large scale new public works
programs, even though these pro-
grams are already at a high level,
and it would take a long time to
get new projects started. Let’s
look briefly at this portion of the
budget.

~ Looks at Domestic Budget

Here, a little perspective may
be helpful. In the early 1820’s
about the time the rivers and har-
bors program was started, Federal
expenditures for public  works
amounted to about half a million
dollars..- By the early 1900’s, when
the National Rivers and Harbors
Congress was founded, spending
for public works came to about
$40 million 2 year, with rivers and
harbors work accounting for about
half of this amount. Fifty years
later -the annual amount -for all
public works had reached more
than $2 billion.  In fiscal 1957, the
total was $414 billion.. This in-
crease of more than one hundred-
fold since the turn of the century
far exceeds the general growih
in national production.

The upward trend is continuing:
The 1959 budget estimated more
than $61% billion for public. works,
including highway construction.
This ‘estimate is higher than any
previous year’s total except dur-
ing World War II, when military
construction hit a peak.

Now let’s look more specifically
at the -water resources programs.
They account for the largest seg-
ment of civil public works except
for. the Federal-air highway pro-
gram. Over the years the Federal
Government has made large in-
in navigatlion, {flood
control, irrigation, and ' related
power developments.. From th¢

government has spent $11 billion
for projects of the ‘Corps of En-
gineers and the Bureau of Recla-
mation alone, More than half of
this investment has been made in
the last 10 years. By the end of
1959, the total investment will
reach around,$12% billion, These
are capital expenditures for . con-
struction only. They exclude the
substantial amounts spent for
operation and maintenance of the
projetts.

In the 1959 budget, construction -

expenditures of these two agen-
cies were estimated at almost $700
million—higher than in any of the
five preceding years. Recently, the
Corps of Engineers and the Bureau
of Reclamation -were -directed to
provide for an orderly speedup ol
their rates of construction in 1958,
and the 1959 budget was amended
to provide additional appropria-
tions to continue the expanded
rates in 1959. Such actions retlect
the belief that speeding up proj-
ects already under way can pro-
vide employment more promptly
than new starts would. The result
will be to increase expenditures
in these years over the budget
figures.

To complete the projects now
under way will require expendi-
tures of| about $5 billion in the
next few years. By 1960 and 1961
annual construction expenditures
by the Corps of Engineers and the
Bureau of Reclamation may well
reach a billion dollar level, even
with no new starts. The comple-
tion of going projects will, of
course, pave the way for new
starts at a later time.

Water and Land Resources

This Administration is vitally
interested in the orderly develop-
ment, conservation, and use of the
nation’s water and land resources.
The President has continuously
sought, with the cooperation of
other public and private interests,
to strengthen and improve re-
source programs .at the Federal,
State, and local levels. Recently
he regretfully withheld his ap-
proval of an omnibug bill author-
izing appropriations for rivers and
harbors and flood control im-
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provements. While the bill in-
ects, it included some which did
not. meet the requirements of
sound projects. The President dis-
likes vetoing legislation. But he
feels that he must meet his re-
sponsibility -to follow .an orderly
and legally established process

under which a project authoriza-
. tion is sought only after basic in-
. vestigations- - have indicated its
. econgmic justification. Moreover,

there should "be adequate local
cost-sharing ‘to reflect local bene-
lits resulting from the project.
Over the 50 years of its exist-
ence,’ the National Rivers and
Harbors has contributed toward
the orderly development of our
water resources. -With your back-
ground of information and experi-
ence in this field, I am sure that
you can be most helpful in the
coordination—of’ efforts to secure
enactment of legislation — such
as the President recently recom-
mended in his letter of April 26
to Sénator Knowland ‘and Repre-
sentative Martin — which carries
out these principles. .. . )
-There is now a backlog of al-
most $8 billion of authorized river
and harbor, flood control, and ir-
rigation projects -which have not
been started. Through mutual ef-
forts of all interested groups,
other justitiable work will be au-
thorized within the framework of
sound overall budgetary policies.
As you know, the budget as a
whole includes a large variety of
programs. We have programs for
national security, for agriculture,
{or vetlerans, for natural resources,
and for a host of other competing
needs. Of necessity, these must
all be weighed against each other
and priorities must be determined

on’the use of the tax, money we:

all pay:’ In'that way swe ean plan

Nty 1820's throngh: 105Tehe- 0 meet-odr uigent aatignal ro=;

sponsibilities while Kkeeping our
linancial position sound.

‘At the present time, with so
many programs being considered
as anli-recession measures, we are
moving rapidly toward $80-billion
budgets — just a year after the
loud outery about a budget of $70
billion. This could well mean
extended delicit spending. Then
the pendulum will swing the other
way again and there will be great
demands for economies and cut-
backs in government programs.

I am sure you will agree with
me that it would be far better in
the long run if the problems ol
the country could be dealt with on
a more rational and consistent
basis. To accept and deal with
change does not necessitate vio-
lent ups and downs from year to
vear in an atmosphere of crisis
'over temporary conditions.

No Hasty Action Urged

That is why I want to urge
upon you that we must keep a
sense of perspective about our
national problems and the budget.
The current recession should not
be allowed to stampede us into
hasty, ill-considered actions which
will add unnecessarily to our fu-
ture. burdens. Let’s not forget
that the course of our type of
economy depends in the last an-
alysis on millions ‘of economic
decisions by individuals and busi-
nesses, made freely every day.
The role of government in this
economic system should be to
stimulate rather than to try to
dominate private activity.

To. perform his role wisely, the
government needs the wunder-
standing and assistance of every-
one—individuals, business organi-
zations, and local, State and
national groups. As:citizens and
as members of this Rivers and
Harbors Congress, your continued
cooperation can play an important
part in helping to assure that our
Federal investments in resources
are devoted to those projects
which contribute most to meeting

national needs, with due consider-
‘ation for our total fiscal situation.
‘In this way, you will be making a

vital contribution to the present
and future strength of America.

.. . Thursday, May 29, 1958

_Continued from.
cluded - many:. worthwhile - proj- C nued f~om pag-e 7 P

‘Solving the Problems of

Rgcession and Inflation

in. management, because we are

resentful over _the pressure tactics
of unions, unconsciously may fall

_into, the frame of mind that the

welfare of our employees is no
longer of primary concern to us.

.All' too often-shop stewards and

grievance committees. through in-,
defensible actions, have erected
an”American version of an iron-
curtain between the employee
and management. The initiative
of our organized employees has;
been smothered by seniority rules,
slowdowns and the compulsion to
conform to minimum standards of
performance. R .

It is understandable that we
throw up our hands, bargain col-
lectively as best we can and look
upon our employees as tools of
the union rather than as members
of our company team.” We discard
one of ‘the chief-assets of the free’
enterprise system when we con-
sider the welfare and the inter-
ests: of our employees the con-
cern of the union and not’ ours.
Once more we--in. industty need
a new concept of management-
employee. relationships. “We busi-"
nessmen are supposed to be smart
but we are letting union leaders
put us on the defensive. It .is
about time we take over the posi-
tion of being the champions' of
our own employees. -

Also, by encouraging produc-
tiviy and loyalty among our
employees, we can strengthen our
hands in combatting unsound
upiop,, practices and: demands.
Unless these approaches are taken
by industry, ..management-em-

Jloyee relationships -will deteri-

orate still further and the “more
pay for less work” philosophy’
will continue to prevail. There is
just the chance, too, that if, in
our relaticnships with the unions,
we take the initiative in seeking
a teamwork approach to the criti-
cal problems facing business, we
may find union leadership some-
what more receptive than some
of our conservative business lead-
ers may anticipate.

Since the largest single share
of the consumer’s dollar goes. for
food, you and I have a special,
obligation to solve these problems.
This we can and must do.

In peace and in- wartime, this
industry has shown leadership of
a high order. This same resource-
fulness and statesmanship' which
businessmen h ave demonstrated
in past emergencies is needed
now. If you and I and thousands
of other businessmen will meet
this challenge, our economy will
remain sound and our customers
will enjoy an ever-increasing
standard of eating and living.

Walston Adds to Staff

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Walter
R. Steinhoff, Jr., is now affiliated
with Walston & Co.,. Inc., . 550
South Spring Street.

Elworthy Adds to Staff

(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Jack
D. Hawkins has been added to the
staff of Elworthy & Co., 111
Sutter Street.

With Hannaford, Talbot
(Special to THE FINANCIAL CHSONICLE)
SAN FRANCISCO, Calif—Don
J. Hall is now affiliated with
Hannaford. & Talbot, 519 Cali-
fornia Street. He was formerly
with Pacific Coast Securities Co.

With E. F. Hutton Co.

(Special to THE FINANCIAL CHRONICLE)

ATLANTA, Ga—John L. Ken-

_nedy .has become connected with

E. F. Hutton & Company, Trust
Company of Georgia Building.
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TV tells him what’s going on

You won’t see any westerns or ball games on these TV screens. But
those odd-looking pictures are of real interest to the metallurgical
observer. They tell him what’s happening to the molten, white-hot
steel as it pours into an ingot mold which is completely enclosed in
a high-vacuum chamber.

One TV camera peers-inside the large, closed vessel into which the
hot steel is gushing, and this picture shows on the top screen. Another
camera, whose picture appears on the bottom screen, shows the action
of the hot steel as it flows into a large ingot mold. The-men who
direct this tricky operation can follow the action carefully when they

have these action pictures right at the control panel.

BETHLEHEM STEEL

Bethlehem regulatly casts ingots as large as 200 tons by the “vacuum-
casting” method. The purpose of the high'vacuum is chiefly to reduce.
the volume of hydrogen which, in'a normal atmosphere, sometimes
causes small imperfections to form within large masses of steel. Results
thus far are most encouraging, and our development work continues.

Steelmaking methods today would make an old timer blink his
eyes in wonder, for there is increasing evidence in the steel plant of
great strides in many fields of technology.

Recognizing the vital role of continuing research, we are building

new laboratories on a 1000-acre mountain-top site overlooking our

plant and general offices at Bethlehem, Pa.

BETHdEHEM

STEEL

e

s
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Signs of Better Days Ahead
For Railroad Industry

By DANIEL P. LOOMIS*

President, Association of American Railroads, Washington, D. C.

Railroad industry’s spokesman believes adoption of Senate
subcommittee’s recommendations relating to public transporta-
tion policies would improve the present serious railroad situa-
tion. Mr. Loomis notes that legislative proposals, which he
reviews, will not establish equality of treatment and opportu-
pities sought by railroads but finds, nevertheless, it is def-
initely a helpful step in that direction. Concludes that current
rising interest is an encouraging sign of better days ahead.

As awrepresentative of the rail-
roads I take particular pride in
discussing a form of transporta-
tion which the Senate Subcom-
mittee on
Surface
Transporta-
tion has re-
cently de-
seribed as “the
bedrock of
our nation’s
transporta-
tion system.”
The railroads,
' of course, are
but one of the
several impor-

- tant transpor-
tation indus-
tries that
serve the peo-
ple of America. But the flexibility
and convenience of the rail

‘method "of individually loaded

.cars, combined with the economy
of moving-these cars in mass be-
tween terminals, give the rail-
roads a unique position in the
transportation field.

These railroads are, neverthe-
less, in financial difficulties—dif-
ficulties so severe as to cause
‘Senator George A. Smathers,
{Chairman of the Senate Surface
Transportation Subcommittee, to
describe them as being in a “de-
feriorating situation.” If this de-
terioration were due in any large
degree to inherent deficiencies in
the rail method of transporting
people and goods, or to failure of
the railroads to keep pace with

.the parade of progress, their sit-
uation would not be hard to un-
derstand. ' The fact is, however,
that it is due to neither. Railroads
have important and unmatched
advantages in efficient and eco-
nomical use of fuel, manpower
and materials to produce trans-
_portation service. And just in the
years since the end of World War
II, they have virtually completed
a revolution of motive power re-
sulling in the highly efficient
diesel locomotive doing more than
90% of all railroad work. In the
_same years, the railroads have put
into service more than 800,000
new freight cars, many of them
especially tailored to shippers’
varying needs. They have im-
proved the alignment .of track,
strengthened bridges, installed
20,000 miles of centralized traffic

. Damiel P. Loomis

control; built push-button yards

which are marvels of efficient
operation.

And the research which has
made these and other changes
possible - is going on today at an
accelerated rate. The first build-
ing in the Association of Ameri-
can Railroads Research Center on

_ the campus of the Illinois Institute
of Technology was built in 1950.
The second building was added in
1953, a third one in 1957, and a
fourth is planned for 1959 or 1960.
Tt is is but one indication of the
spirit of study and investigation
and the testing of new devices and
methods that have been trade-
marks of railroads from the be-

+ ginning. And today on the great
220,000-mile proving ground
which the railroad system is, this
enthusiasm for research and test-

.‘An address by Mr. Loomis before
Pittsburgh Chapter of Delta Nu Alpha,
Transportation Fraternity, Pittsburgh,
Pa., May 12, 1958.

ing is more in evidence than at
any time in the long history of
railroad achievement.

But research and investigation
by themselves are not enough to
keep up with national needs.
There must also be investment of
morney in the improved materials
and machines developed by re-
search. Such investment has gone
on to the tune of more than $1
billion a year for every year since

the end of World War II, a total

of nearly $14 billion in 13 years.

And yet there can be no doubt
that the railroad situation is—as
Senator Smathers said — both dif-
ficult and deteriorating. What is
needed, the railroads believe, is a
revision of the public policies un-
der which the business of trans-
portation is carried on. This need
has ' been recognized by students
of transportation, and by public
officials, the latest such recogni-
tion being given in a report by
Senator Smathers’ Subcommittee
on Surface Transportation sub-
mitted on April 30 last. This
report on “Problems of the Rail-
roads” carries with it a recom-
mended program for improvement
of the situation.

Extensive Ilearings

The program s the result of
hearings extending over 11 wecks
in which 103 witnesses presented
the views not only of all forms of
iransportation but zalso those of
transportation users, agricultural
associations, labor organizations,
public regulatory bodies, govern-
ment departments, and economists
and students of transportation. It
is not the program of any one of
these groups or individuals. It is
rather the result of study and
consideration of the views of all
by the Subcommittee. It is based
on the Subcommittee’s conclusion
that the general decline in the
railroad industry is due to the in-
tense compelition of newer meth-
ods of transportatlion, the govern~
ment’s assistance offered to the
railroads’ competitors, over-regu-
lation by Federal and State agen-
cies usually under .ancient and
outmoded laws and procedures,
and failure on the part of some
railroad managements to “recog-
nize changing conditions, times
and tastes.” .

The program is not one that
deals completely with™ all. thesc
factors. - One. reason .is the. Sub-
committee’s conclusion. - that
major areas the railroads’ diffi-
culties are attributable to matters
which are principally under the

.control of state and local govern-

ments and their agencies. These
matters include the problems -of

commuter service in large metro-

politan centers, the losses from
which impose a serious "burden
upon interstate .commerce. It is
likewise true of another area—
that of inequitable state -and local
taxation. In-both areas the Sub-
committee concludes that solu-
tions must be found but recom-
mends that these be sought locally,

In the areas of Iederal action
the Subcommittee has recom-
mended a program which, while
it will not establish the conditions
of equality of treatment and op-
portunity which the railroads seck,
is nevertheless a definitely helpful
step in that direction.

in.

Guaranteed Loans . .

One item of this program ‘is a .
plan for government guar;mteedr
loans to zid temporarily. railroads .

unable to obtain needed funds on
reasonable terms through. ordi-
nary commercial channels.” Such a

program under the administration -
. of the Interstate Commcree Com-
mission would be in keeping with ~

procedures already established
under the housing laws, the Mer-
chant Marine programs, the fceder
airlinc programs, and others.” The
guaranteed loans would be made
by commercial lending institutions
for a term not to exceed 15 years.

The proceeds could be used to fi-.

nance or refinance acquisitions or
construction of - equipment and
other additions or betterments; and
to provide funds for operating ex-
penses, working capital and inter-
est on existing obligations.” Such
guaranteed loans would help pre-
vent bankruptey of those railroads
that are in precarious finaneial
condition but the Subcommittee
does not contemplate that this
should constitute a ‘“giveéaway”
program.

The risk of loss to the govern-
ment on its guarantees, if we/may
judge by past experience of the
government in making loans to
railroads, would be negligible. For
example, in the early days,. the
Tederal Government made :loans
to. six pioneer “Pacific” railroads.
These loans—which, incidentally,
are often erroneously described as
gifts — amounted to $64 million,
and they were repaid, plus $104
million in interest. The. second
experience of the Federal: Gov-
ernment in making loans to.rail-

roads was when the roads were

returned to private operation after
World War I. These loans totaled
$1,080,000,000 and again they were
repaid, this time with $244 million
in interest. Public Works Admin-
istration' and Reconstruction  Fi-
nance loans amounted to $1,200,-
000,000, made the railroads during
the depression, and were ‘repaid
with $277 million in interest. Itis-
true that the proposal now:under
consideration is not that the gov-
ernment lend money to' railroads
but only that it guarantec repay-
ment of loans made by private
lenders. The government’s experi-
ence with its direct loans to rail-
roads under emergency conditions
is cited, however, merely to indi-
cate the slight degree of risk in-
volved in this proposal.

In making this proposal;  the

Subcommittee emphasizes that -

temporary financial assistance to
the railroads is of an emergency
nature and is not an answer to
long-range problems. The Sub-
committee, therefore, offers other
legislative proposals designed 1o
“furnish more substantial basis {or
curing the basic ills of the rail-
roads.”

Substantial Proposals .

Among these recommendations
are two affecting depreciation "of
railroad .equipment and property
for tax purpeses. The importance
of the level of depreciation
charges ' permitted - is -highlighted
by the fact that freight cars which
cost $2,500 are having to be re-

-placed with cars which cost $8,500.

That leaves a difference of $6,000
between the amounts which rail-
roads have set aside in deprecia-
tion accruals to provide for re-
placement of the car and the cost
of the. new car—a difference of
$6,000 which railroads must find
for every new ¢ar -purchased.
Moreover, because -corporation
earnings are taxed .at the rate of
52%, the railroads must earn more
than $12,000-in order to accumu-
late $6,000.

As a measure of partially re-
lieving this situation, as well as to
encourage more rapid replacement
of - railroad facilities and the
necessary modernization of the
railroad plant, the Subcommittee
recommends that railroads be al-
lowed to set up a “construction

Continued on page 23
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Vice-President Nixon is re-
ported now : to..be at the.top-of
- his political popularity and a- vir-
tual shoo in for the  Republican
‘Presidential .
nomination._ in
1960. ‘Y o.u.r
;correspondent
would like ‘to
think this .is
‘true *because
there is no:
‘one:for whom
" he has greater
admiration,
“that is; in the
great game of
politics. i
I'met Mr..
Nixon when
he first came
to Congress as !
a’ young - California - member of
the House Labor Committee. The
word had. come down firom .the
Republican leadership that the
Taft-Hartley labor bill was to be
passed. “As a result the pro-labor
-and conservative members of the
committee “simply went through

arlisle Bargeron

the motions in questioning ' the

,various . witnesses who appeared
pro and con. Two exceptions were

the freshmen, Nixon and young.

John Kennedy. They asked pene-
trating - questions. of the:witnesses
ancl brought them' to brook. . - -

"It is interesting to note that both
men havercome far in politics and

together -arc being mentioned  as .

Presidential ‘candidates..

- When Nixon came in he had
defeated the leftist Jerry Voor-
hees. Nixon is still blamed by the
leftwingers, including  the - ADA,
for the campaign he made against

Voorhees but more so for the-

subsequent  campaign he. made
~against, for the Senatorship, Helen
Gehagen Douglas, a darling of the
so-called ~liberals. He called a
spade a spade and left no trick
unturned in this campaign.

But Mr.-Nixon, now riding a
popularity ‘wave because of his
treatment in Latin America, is in
for some of the greatest abuse an
American politician has ever
taken.

Already the smear has set in
that-he deliberately went to Latin
America knowing the hostile
treatment he would receive and
that he was willing to involve his
country in war to further his own
political ends. This is certainly a
.new twist in'the vi¢ious game of

politics, One -thing that is quite
clear is that he did not eook -up
the trip. What is not so clear is
what information our security
agencies had on the nature of the
reception he-would receive.

As it turns .out, he acted most
- courageously in-the face of humil-
-jating -and dangerous -treatment
-and since-his return he has acted
most graciously towards the peo-

ple -who insulted and mistreated -

him. In the matter of the Vene-
zuelans I think he has acted en-
tirely “too ‘graciously. It is quite
high minded of him to say that we
have got to re-examine our policy
towards these people. The fact is
that Venezuela has-built its pres-
.ent prosperity on our oil imports
- and-on the investments of United
States and Bethlehem -Steel. In
‘particular the two steel companies
have built schools .and roads-and
otherwise contributed to the Vene-
zuelan economy.
It is a-frequent piece in. our
propaganda- ridden country that
we have given our money - to

Asiatic and European . countries.

but we have neglected our neigh-
bors to the south of us. The fact
is that the Export-Import Bank
has been twice reorganized with
a view to helping Latin America
countries and it is also a fact that

.. Thursday, May 29, 1958

From Washington
Ahead of the News

By CARLISLE BARGERON

their internal policies resist -this
help and they -particularly resist
investments-by United Statés en
terprises. - i
The situation ' hasn’t  changed
much since Franklin .Delanc

- Roosevelt encouraged the Mexi-

cens . to expropriate -American

properties. ]
Getting back to Nixon, I worry

about the efforts of the “Liberals”

to change him, to make him as ;|

they say, a much broader and
mature iman. One.reads at the
hands  of “Liberal” writers . that
he regrets his attacks upon Jerry
Voorhees and  Helen® Gahagen
Douglas. He assigns this, accord-
ing to these writers, to his imma=
turity. Insofar as I know he hasn’t
apologized for his attack upon
Alger Hiss. ' That would be -the
last straw. I admire the man for
what he has done and I don’t think
he owes any apology.to anybody,
What is more, his political strength
so far has come from the right of
center Republicans. I hope that in
his anxiety to please he doesn't
get away from them. As their
spokesman, I believe, lies his fu=
ture and if he would make the
same sort of campaign in 1960 that
he made in seeking a seat in Con-
gress and subsequently in  the
Senate ‘we would have.a show-
down in this country between the
right and left, and in such a show=
down I think he would win. 'If
the campaign is not on such'ad
showdown what difference would

it make? } b

- With P. W. Brooks

-« (Special to THE FINANCIAL CHRONICLE) :

. AUGUSTA, Me.—W. De Wolfe
Finch has become “affiliated with
P. W. Brooks & Co. Incorporated,
15 Western Avenue. :

Joins du Pont, Homsey:

(Special to THL FINANCT AL CHRONICLE) .,
SPRINGFIELD, Mass.—Stanley
S. Wolkowicz has joined the staff
of du Pont, Homsey & Company,

95 State Street. He was former]

with J. C. Roberts & Co. B

Goldman, Sachs Addsyé

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Philip S.
Aronson has been added to the
staff of Goldman, Sachs & Co., 75
Federal Street.

Merrill Lynch Adds

(Spceial to THE FINANCIAL CTIRONICLE)

ST. LOUIS, Mo. — William E.
Kramer, Richard S. Slocumb and
W. William Young are now affili-
ated” with Merrill Lynch, Pierce,
Fenner & Smith, 511 Locust St,

Joins Jaclyn Oertle
. (Special to THE FINANCIAL CHRONICLE)
-ST.-LOUIS, Mo. — Robert E.
Quest has joined the staff of Jac=
lyn Oertle. Investments, 7713-A
Brookline Terrace. Mr. Quest was
previously with J.. F. Lynam &
Co., Inc. o s

- With Peninsular Inv.
(Special to THE FINANCIAL CHRONICLE)
ST. PETERSBURG, Fla.—Law=
rence L. Dee is now _affiliated

.with Peninsular Investments, 134

Beach Drive, North.

With Yarnall, Biddle

PHILADELPHIA, Pa—Yarnall,
Biddle & Co., 1528 Walnut Street,
members of the New York Stock
Exchange and other leading ex-

‘changes, announce that Charlten

Yarnall II is now associated with
them as a registered representa-
tive.
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P_r_uposal for I‘ederal lndnslnal

Mortgage Program

) By FRANK G. BINSWANGER, SR.*
President, Frank G. Binswanger, Inc., Philadelphia, Pa.

. One of the country’s leading industrial and commercial realtors

"submits a ‘far-reaching proposal for the Federal Government
to cut a “financial Gordian knot” by establishing a mortgage

-insurance program for industry — similar i concept to the_

" FHA for “private home owners. " Mr. Bmswangers .plan_envi-
sions a long-range industrial morfgage insurance. program for

. manufacturing industries with assets' of $5 million and under.
Believes this would: affect: 849 of: entire industrial community,
which produces 48% of its volume and -yet finds_ it extremely
difficult to secure adequate financing for:construction, expan-
sion and ‘modernization, and ventures the prédiction that this- . .
program will do.more to combat the recession than would a
publlc works program.

-. A widespread mdustry problem
Wwhich has been developing  for
many . years. has ‘assumed critical
proportions, partly because of the
current - -business - downturn -and
- Other-economic factors.
S Itis d problem which I belleve
how requires -direct ‘assistance
from~ the Federal Government.
But, - unlike the usual program
- asking - for' government ' help, it
does not entail subsidization. In
1958, -an -estimated $34 billion is
scheduled to be spent for new
blant construction, modernization,
expansion or relocatlon
.. Yet, small and medium-sized
companies have found it ex-

tremely difficult to get financing’

to carry out their plans. As a
result such capital expenditures
are bemg sharply curtailed or
aropped completely.
. Many large corporations which
‘are publicly held can float stock
., or.bond issues to raise .the neces-
; wary funds.
But small and medium-sized
companies.have no place to turn.
Yet, companies of this size rep-
resent 84% of the total industrial

anits of the country, and account

- for 48% of the dollar volume of
--American industry.

Such companies constitute the
‘backbone of our industrial might.
If these firms are forced to cur-
‘tail expansion, new building and
‘similar_ -activities, the repercus=
‘sions will be felt -throughout our

- ‘economy.
.. With the guaranteed FHA mort-
‘gage available to most prospective
‘home buyers, the building indus=
-try has prospered, and as its pros-
perity mushroomed, helped the
national economy. reach _unprece-
'dented heights. :

Details Advantageous
Consequences
* The effects of industrial expan-
sion are even more far-reaching.
It means a greater demand for
-labor; more tax revenue for states
-and ‘communities, increased ac-
~tiyity * in the -construction field
* and a general business upswing.
"« To industry itself, it- means the
. ability to take advantage of mod-
¢ ern techniques which, coupled
with modern plant facilities will
mean increased efficiency and
economical productivity.
- It will aid a firm with. multi-
- story space to relocate in a single
- floor building; help a firm which
has a multi-plant operation con-
-'solidate in a single facility if
'necessary to control costs and
‘maintain a competitive status; or
‘allow a company to undertake
-new construction.
In order that these objectives
may be accomplished, I propose
‘that the Federal Government im-

. imediately institute a long-range"
program of mortgage insurance'
for industry, similar in concept:
to-the FHA, -which will fill the "

.gap between the circumscribed

. *Mr. Binswanger’s proposal was made
. to Sen. Styles Bridges (R.-N. H.), Sen.
“Joseph C.. O'Mahoney (D.-Wyo.), and
i Carl F. Oechsle, Deputy Assistant to the
4 -Secre!ary of Commerce,
.D. C,, May 14, 1958.

- smaller

Washington, .

lending powers of the: Small Busi-
ness Administration and available
public or-private financing.

‘It *would - be designed specifi~
cally to provide mortgage insur-
ance for industrial firms with
assets of $5 millilon or less. :

‘To further insure that such a

programi make funds —available

where they are most needed, I
suggest that the money be allo-
cated in ratio to the number of
industries operating in the fol-
lowing. categories:
Assets of:
$1 million or less
$1 million - $1,999,999
$2 ‘million - $2, 999 999
$3 million - $3,999,999
$4 million - $5 million
The money to operate such a

program would be drawn from a °

Congressional appropriation. The
agency responsible for admin-
istering the fund would be em-

powered to incur obligations up”’

to half the total appropriation
the first year of its operation,
then 50% of its balance éach
succeeding year as the revolving
fund becomes established.

I believe that by guaranteeing
50% of the mortgage money re-

quired by industrial firms for new
plant construction, modernization
and expansion, -such an-agency

would accomplish two things: ,

(1) It would stimulate the flow
of . funds from private- sources

much as the FHA guarantee pro~

gram does for private home con-
struction,

(2) By limiting the insurance
to one-half of the total, it would,
in' effect, make at least twice as
much money available to indus-
try under the program. for con=
struetion,  relocation, expansion
and modernization. i

I further propose that a com-
mittee representingindustry, fi-
nance and government be estab-
lished to regulate the .amounts
approprlated to the agency guid-
ing the program. Increases or'de-
creases in the demand by industry
for financing would be tranglated
by this committee into largerior
appropriations. for the
agency.

The agency established to reg-
ulate a Federal Industrial Mort-
gage program would be empow-
ered: to insure mortgages for a
maximum of 25 years at interest

. rates commensurate with realistic

prevailing rates.

“To Cover New and Old Facilities

It is important to stress that-
Federally - guaranteed mortgages’

must be available for either new

- construction, or the purchase.by"
.an mdustnal firm of an existing
.facility. In the past, when indus-

trial mortgage money was plenti-
ful, there was a marked reluc-
tance on the part of private
sources to supply funds for the
purchase of an older,

in a migratory period, there are
an increasing number of existing

. facilities which are ideally suited’
for continued use. Yet, if a mort-"

gage insurance program were

existing
_building. With industry engaged
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available only for new construc-
. tion;, these  plants would become a
glut on the market, Since- many
‘industries rely- upon the sale of

- their old facility to enable them

to build a new-plant, or relocate

- in-an ‘existing building, the effec-

tiveness of a mortgage insurance
program would be seriously ham-

A pered if: it did not include. pro-

visions for guaranteed mortgages

- to purchase. existing. structures.:

In addition to the ceiling pro-
posed -for- limiting the -scope: of

-such ‘aninsurance program, there

are several standards that should

‘be adopted to establish the eh-

gibility of a' company.

Aside from the normal financial
stability and worth of a company,
these’ factors should-be used- as
guides to eligibility:

+ (1)’ The company must be en-
garred in a manufacturing process,
or an allied field, such as research
and development

(2) No permanent prlorlty sys-
tem should be put into effect, so
that all industries which fall into
the' proposed financial categoues
are equally eligible for insured
mortgages.. However, due to the
current business conditions, it is
suggested -that -plants located in
areas where there, is a- labor sur-
plus applymg for insured mort-
gtages be given temporary prior-
1ty

(3) There should be no limit
on the number of insured mort-
gages a company is- permitted.
This will provide protection for
companies with multi-plant op-
erations who, of necessity, might
apply for several mortgages in a
relatively short period.

(4) Insured facilities, whether
new construction or existing
structures, should not exceed
300,000 square feet per plant, and
.should be buildings that can be
used by more than one industry.

In order:to. secure the neces-
'sary - funds to begin such- a pro-
gram, I strongly urge that a por-
tion of the Federal money: now
being allocated for “pump prim-
ing” public works projects be

.used instead to establish a treas-

ury for the mortgage insurance
program for industry.

Better Than Public Works
The funds thus diverted to in-

.dustry would produce many times
.more employment, more taxables,

more product1v1ty and more fi-
nancial activity and consumer
spending than could ever be pro-

~duced by the most ambitious

public works program, or other
proposed anti-recession measures.

While it will benefit labor, com=

.munities. and the' national econ-

omy in general, there is another

.important factor to be considered.

The U. S. now leads the world in

_production , and techniques, but
‘Russia and other Eastern coun-

tries have a far higher percentage
of . ' modern plant facilities than
the U. S. To rid itself of creep-

.ing . obsolescence, American in-

dustry must  be given adequate
financing to modernize and expand.

Under this proposal, the re-
sponsibility of creating a health-
ier economy is placed squarely
where it belongs—upon industry,
which is the base of our entire
economy.

Such a program would be self-

"liguidating and, in the long run,
would return a profit to the gov-.
ernment in the form- of  taxable -

corporate and personal income.
Historically, industrial firms

comprise the best credit risks in

the country. The ever-dwindling

number of mortgage . failures by .
.homeowners with FHA and VA

insured loans is testimony to the
fact ‘that
given to average credit risks are
profitable comparatively risk-free
investments.

In. summation, I propose the

following steps be taken imme-
diately by .the Federal Govern-
ment to help the nation’s economy
in this critical period and on a
long term basis:

insured mortgages:

Summary

(1) That a reaeral Industrial
Mortgage Loan program be estab-
lished to  guarantee mortgages ‘to
industry for a maximum of 25
years at prevailing interest rates;
the - government to insure 50% of‘
the total mortgage commitment.

(2) That such insured - mort-
gages be made available to manu-
facturing companies, and allied
firms, for the construction of new
plants, . the purchase of existing
buildings,’ modernizatlon and ex-
pansion.

(3) That the only firms' with
assets of $5 million or less be
eligible to receive Federally-in-
sured mortgages, with funds being -
allocated in proportion:to the total
number of companies, in the five
financial brackets suggested.

(4) Funds for such a prograim.
would come from Congressional
appropriation, with a. committee
empowered to recommend an in-

crease, or decrease, in the total
budget ‘available. as the economy
of the country fluctuates. The
agency established to administer
the program ‘could incur obliga-
tions. of up-to 50% of its balance
each year; working on a revolving
fund Jprinciple.

. (58).To start the program imme-

dlately, the initial funds could be |

drawn from current appropria--
tions for public works. As a tem-
porary measure, - because of the
current business downturn, prior-
ity should be given to plants in
areas where there is severe un-
employment,” However, no per-
manent priority -system is advo-
cated,
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H. J. Burke Joins
Cruttenden, Podesta

CHICAGO, Ill. — Helbelt J.
(Joe)- Burke has joined Crutten-

_ den, Podesta & Co., 209 South La

Salle Street,
members of
. the New York
and Midwest
Stock E x-
., changes, as .a
. registered
representa-
. tive, Robert A,
Podesta, man—~
_aging partner,
- ‘announced. *
'Mr. Burke
- formerly man-
. aged the Stock
Department off
the New York
Hanseatie
Corporation. ' Prior to that, he
was Vice-President of Rogers &
Tracy, Inc. before their:merger.
He began his career on La Salle
Street w1th A, C, Al]yn & Co. in
1923,

Graliger & Gompany
GCelebrates 60 Years

Granger & Company, 111 Broad-
way, New York City, members of
the New -York- Stock - Exchange,
May 26 celebrated their -Sixtiethr
Anniversary.

L. C. Fisher Branch

ATHENS, Ala.—L. C. Fisher &
Company has opened a branch of-
ice in the Gray-Holt - Building,
under the  direction of Bmford’.
Turner, . v

Herbert J Burke

1 his advcr 11srmmt is neither an offer lo sell nor a solicilalion of offers to buy any of these securities.
1 he offering is made only by the Prospectus.
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Public Utility Securities

By KENNETIH HOLLISTER*
Northern Natural Gas

Northern Natural Gas owns and operates an extensive natural
gas pipeline system extending from northwest Texas through the
wheat and corn growing states of Kansas, Nebraska and Iowa and
extending northward into Minnesota and minor portions of South
Dakota. The company owns two subsidiaries: Northern Natural
Gas Producing Co., which is wholly owned, operates as an explora-~
tion and development arm of the system, and Permian Basin Pipe-
line Co., majority owned, which gathers and transmits gas for the
Northern system in west Texas and New Mexico. Approximately
70% of sales is made to other utilities for resale and the remaining
30% is delivered to industrial customers for direct consumption.
Among the major cities served by customer companies are the
Twin Cities of Minneapolis and St. Paul, Minn., Des Moines and
Dubuque, Iowa and over 380 other medium and smaller-sized com-
munities. Total population served is about 2,800,000 of which about
77% use natural gas for house heating. While the market area is
predominately agricultural, there is an increasing influx of indus-
try which is giving the economy a desirable balance. Some of the
more important industrial operations in the territory are food
processing, the manufacture of cement, ceramics and gypsum,
fabrication of farm implements and chemicals, fertilizer and
glass plants.

Growth of the area has been below the national average in
recent years, but has been steady. In common with most other
areas there also has been a fairly rapid population shift toward the
urban areas. Because of the relatively high heating saturation, the
major portion of future growth of Northern Natural Gas will
depend to a-greater than average extent on service to new, towns
and areas.

For -the past two years, the company has sought authority to
extend its lines to serve over 200 new communities in Nebraska,
lowa, -South Dakota and Minnesota. Because of a competitive
application of another pipeline, however, hearings before the
FPC have been delayed and no new towns connected. Additional
service was provided, however, to customers that currently pur-
chase gas-from the company. Most of the communities that the
company proposes to serve are of moderate size, but the major
cities of Superior and Duluth, Minn., are included in the applica-
tion. Recent developments indicate that the hearings on these
applications will .continue for sometime and much of Northern’s
proposed expansion program may be delayed for another year. An
interesting non-related development concerns a proposal to pro-
vide Northern Illinois Gas Co. with 50 million cubic feet commenc-
ing in the fall of 1958. This sale, if approved by the FPC, will be
made near Dubuque, Iowa, and will provide the company with a
new high load factor market. : ‘

During 1957, the company spent $50 million, and the subsid-
iaries about $22 million. As no new communities were added, the
bulk ‘of the construction expenditures were directed toward en-
larging ‘the gathering system, connection of new gas wells, devel-
opment of underground storage and addition of compressor capa-
city. The level of construction expgnditures for 1958 will depend
on FPC action on the company’s proposal to serve new areas, but
is tentatively estimated at about $42 million. An additional $22

+ million will again be spent for exploration and development of gas
and 'oil "‘properties and miscellaneous additions and improvements
by the subsidiaries. If the full expansion program were to be ap-
vroved ‘by- the FPC, total expenditures, including those of the
subsidiaries, would aggregate about $114 million. Last year, $55
million -of debentures and $16 million of preferred stock were sold
to finance the construction program and early in 1958 $22 million
of .common stock was sold. No additional common' stock sale is
antlcmatgd during 1958, but authorization to undertake the full
construction ‘program would undoubtedly -necessitate the sale of
equity. “The .consolidated capital structure as of Dec. 31, 1957,
afjusted, pro forma; for the sale of common stock in January 1958
aggregates $404 million, divided as follows: .funded debt 55%, pre-
ferred stock 11% and common stock and surplus 34%.

. Gas s purchased under long term contracts in the Panhandle
and Hugoton fields in Texas, the Kansas and Oklahoma portions
of the Hugoton field and the Permian Basin area in Texas and™
New Mexico. Approximately 90% of requirements are purchased
from independent producers and the remaining-10% from the pro-
ducing subsidiary. Owned or controlled gas reserves exceeded
11.8 billion cubic feet at the end of 1957, and appear ample to sup-
port the company’s sales for over 20 years. Reserves of Northern

*Subsfituting for Owen Ely who is on vacation.
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Natural Gas Producing Company are now about 1.9 trillion cubic
feet, reflecting a net increase of 400 billion cubic feet during the
past year, In addition, the company in conjunction \vxth_ othgr
operators, owned a sizable interest in the Savanna Creek field in
southern Alberta. Initial production in this field is to be sold to
Westcoast Transmission for export to the Pacific northwest mar-
kets, but Northern Natural Gas has a call on gas from this field
ahove the requirements of the Westcoast contract.

In August 1957, the company filed an application with FPC
to increase its rates $6.5 million annually in order to offset higher
costs and to increase the rate of return from 6% to 6%4%. This
application of course will ultimately be subject to the outcome
of the Memphis decision and may have to be refunded. In recent
months, however, the company has signed contracts with all of
its customers for increased gas deliveries beginning October 1958.
Terms of these agreements relating to rates specify that the tariff
on file with FPC at that time shall be the effective rate. As the
company does not contemplate seeking any. increased rates beyond
those which were sought in 1957, the Memphis decision should
affect only revenues collected between August of that year and
October 1958.

The earnings record of Northern Natural Gas in recent years
has been quite impressive, rising from $1.38 for 1954 (adjusted
for a 2 for 1 split in April 1958) to $1.87 for 1957. Of the latter
figure, however, approximately 27¢ is subject to refund if the
Memphis decision is upheld. Assuming the present rates are per-
mitted to remain in effect, earnings for 1958 are expected slightly
more to offset the dilution resulting from a 1:for 8 common stock
offering last January. As expansion plans beyond this year are
uncertain, valid estimates of future eacnings cannot be made at
this time. The company has followed a policy of recognizing in-
creased earnings with higher dividends, the last increase to $1.40
annually being made in November 1957. At the current price of
2915 this stock yields about 4.75% which seems reasonable for a

stock of this quality.

Continued from page 10

America Needs More Stockholders

only 13% narned corporate bonds.
The researchers then asked the
people to assume that the country
faced ten years of steadily rising
prices and to make their selec-
tions on the basis of that assump-
tion. When the question was put
that way, some of 1the people
thought about it a little more in-
telligently and as a result common
stocks got a vote of 23%.
TFinally, the researchers asked
the most penetrating question of
all, They asked the people, again
assuming we were faced with ten
yvears of steadily rising prices,
whether they could see any dis-
advantage in owning government
bonds in such a period. Despite
the fact that the researchers vir-
tually gave away the answer, 56 %
of the people questioned thought
the problem over and blandly an-
swered no. They could see no dis-
advantage to having their money
tied up in an asset of fixed dollar
value during a period of inflation.
Quite obviously, these people did
not know that common stocks rep-
resent- one of the few forms of
investment in which' they could

-hope that their dollars. would not -

lose purchasing power,

Our problem then, is one of how
to” expand securities ownership
when the market for thcse same
securities is almost totally- unin-
formed—{inancially illiterate.

People Want to Know

This would be a most dismal
and discouraging outlook if it
weren't for one saving grace in
the situation. People may not
know about securities, but they
want to know. Specific evidence

_that they want to know can rest

on the story of one advertisement
which- our firm first published
some ten years ago. That ad, en-
titled, “What Everybody Ought to
Know .-. . About This Stock and
Bond Business” occupied a full-
page in the New “York “Times”—

a solid page of newsprint. As far.
as- appearance was concerned, - it.

was probably the most forbidding
ad ever 1o be published. The copy
consisted wholly of questions and
answers about securities-— What
are securities? What are bonds?
What’s the Stock Exchange? What
does a broker do? What’s a bull
market? A bear market? How
do you buy stocks? What does it
cost? :

When the advertisement was
readv for vublieation. we decided

to put a line at the bottom offer-

they said the ad had three to four
times the normal reading of an ad
of similar size.

I tell you this story because it’s
the story of anad which succeeded
in spite of itself and succeeded
only for one reason: Because
people wanted to know about
seeurities,

There are other evidences, ihat
people want to know about our
business. In 1925, Merrill Lynch
ook over the Armory at 34th St.
and Park Avenue in New York
City, and with the help of eight
other corporations ' like - General
Electrie, General DMotors, 1.B.M.
and the Telephone Company, pre-
sented for one week “The How to
Invest Show.” Over 100,000 people
attended that show. Currently, in
New York’s Grand Central Sta-
tion, we are presenting much the
same kind of a show in miniature
at “our Investment Information
Center right on the main floor of
the station. Since this exhibit was
opened in March, 1956, over three
million people have visited it.

Of course, it is obvious that peo-
ple who never invested bhefore
neced help, That’s true even of
those who have invested. That's
why in ourbooklet and adswe con-
stantly offer the services of our
Research Department. We tell

- people that if they will simply

ing reprints. Frankly, we didn’t
know why anyone who spent a
half hour wading through 6,000
words of text would want to have
a reprint, but we thought the in-

clusion of that offer — stated in.

very small type at the bottom—
might at least give us some clue
10 readership. To our very consid-
crable astonishment, within the
next several days after publica-
tion we received 5,000 requests for
reprints. The letters came to us
from bank presidents, from the
presidents of corporations, from
school teachers, college professors.
But the bulk of those requests
came from just ordinary people,
and in their letters to us they said
things like thege:

“I waited 30 years to find this
out.”

“T majored in economics in col-

1ege, but I never understood sc-

curities.”

“I have $5,000 to invest. What
should I do?” :

“T have put this away for my

-children because I don’t expect to

see it again in their lifetime.”
Several people even wrote that

they owned stocks but they frank-

ly never understood what it was

-they owned until our ad explained
-it to them. :

Other Evidence

Another evidence of-the public
interest in this advertisement was
supplied by an advertising agency
with which we have never had
any contractual relations, Cun-
ningham and Walsh in New York.
As you know, the virtues of long
copy versus short copy have been
a matter of controversy in the ad-
vertising business practically since

the day the serpent offered Eve-

the apple in the Garden of Eden.

Because this was about the long-
est-ad ever published, Cunning-
ham and Walsh had its own re-

searchers the next day ask people

in New York whether they had
read the New York “Times” the
previous day: and - whether they
recalled any ad. If any one men-
tioned our advertisement, the re-

‘scarchers then produced the ad
‘and checked on the readership,

paragraph by paragraph. Later,
Cunningham and Walsh sent me
a copy of the report in which they
observed that our advertisement
was seen by half of the New York
“Times” audience and that “very
few ads, even those with appeal-
ing human interest illustrations,
equal this record.” In summary,

write to us about their problems;
we will give them objective un-
biased suggestions about their so-
lution—whether they want recom-
mendations for the investment o
a given amount of money, a re-
view of an entire portfolio, or an
opinion on an individual security.
Every year, the number of peo-
ple who write to our Research
Department as a result of these
offers “has grown. This year it
will exceed 75,000 people — peo-
ple who write to us and tell us
all about their individual finan-
cial situations in the knowledge
and with full confidence that this
is the only way we can give them
intelligent help. ?

This, then, is the story of stocks
and bonds as we try to tell it to
the American people. Admittedly,
in telling this story we have a self~
interest, but parenthetically, it
should also be evident that we are
not likely to grow tremendously
rich selling just one or two shares
of stock to an individual. Yet we
feel that each individual investor
is vitally important to our whole
way of doing business. ;

Here, happily, our self-interest
coincides with the national inter-
.est, for business needs millions of
new stockholders.

This is the only way to build a
healthier . business, a healthier
America.

Nammack Vice-Chman.
Of N. Y. Stock Exch.

Jerome W. Nammack, a Gov-~
ernor of the New York Stock Ex~
change and a partner in the
specialist firm -
of Sprague
and Nam-
mack, has
been elected
Vice-Chair-
man of the
Board, it has
been an-
nounced. He
succeeds Ed-
ward C. Werle
who was
elected Chair- -
man _effective-:
May 19. "

Mr. Nam-
mack, 57, has

" serome W. liammm:f(

.been a member of the Exchang'e

since 1933, a specialist since 1946
and a Governor since 1953.

Stearns & Co. to Open

Roland B. Stearns, member of
the New York Stock Exchange,
and Eugene Greenberger, will
form Stearns & Co. as of June 2,
to engage in the investment busi-
ness in New York City.
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Selected favorites did better
this week while other items,
including a sprinkling of divi-
dend casualties, sagged a bit
obviously, but for the general
stock market it was largely
a case of backing and filling.

= %

The rails and utilities on oc-
casion mustered enough
spotty strength to nudge both
averages to new peaks for the
year but—for a'change—the
industrial average lagged just
below its high without any
apparent intention of soaring
above the line in a rush.

Short Interest Beneficiaries

' There was some good action
In cases where the short in-
terest was large, notably U. S.
Steel which posted its own
1958 peak. Lorillard, where
the shorts are also a bit con-
gested, was given to small and
inconclusive price fluctua-
tions, however. What atten-

tion was devoted to tobacco -

shares centered on others in
. the group.
-] B3 *

The apparent end to wide-
spread tax cuts to prop up the
economy was pretty much
ignored by the market, despite
earlier hopes:that such action
would also shake the market
out of its lethargy. The lag-
gards more times than not
“were the oils, with some of

the foreign unrest making
traders cautious over this
‘group.

Foods.in Demand

As has been the case for
some time, some of the per-
sistent demand centered on
the food shares and General
Foods was able to stand out as
a.star occasionally. Foremost
Dairies, third largest in the
dairy lineup, was the languid
item despite a yield of well
above 5v2% and a record of
earnings quadrupled over the
last decade. In part the reti-
cence over Foremost stemmed
.from fears that the very thing
that contributed to the vast
jump in sales and earnings—
a long series of mer gers—
might bring antitrust action
to require the company to dis-
pose of some of the companies
it had so busily acquired. In
~any event, it was one of the
more handsome yields in the
food division.

o i
% %=

There was considerable at-
tention of a related type being
given by market students to
Thatcher Glass which is an
issue that is mear the head of
the list of companies doing
better despite the recession.
So far the business downturn
is remote to Thatcher since
last year was its third straight
year. of new- records in ship-
ments and there is nothing on

MARKET . . . AND YOU

By WALLACE STREETE

the horizon to keep the com-
pany from stretching its
string to a fourth new record
this year.

® %%

Glass containers for food
products are the mainstay of
Thatcher Glass these days
since the company in recent
years broadened its participa-
tion in the field. Earlier it was
noted mostly as the nation’s
main ‘maker of milk bottles.

The speculative aspect of
A. O. Smith is the famous
Memphis gas decision which
was followed by a sharp cut-
back in pipeline projects

pending clarification of this

controversial court decision.
Any reversal in the Memphis
decision would undoubtedly
spur demand for pipe impor-
tantly and change the com-
pany’s outlook drastically. In
any event, the present price
is a slash of about a third
from last year’s high and its
5.3%. .dividend ‘is above.
average. e
s £ b

The . oil companies them-

selves have had little  sus-

First quarter results showed -tained investment interest in

a comfortable increase over
last year in volume while the
per-share - picture is a bit
clouded through continuing

conversions of preferred. The.

projections are, however, that
final 1958 per share earnings
could come to around last
year’s record figure even if
all of the almost 78,000 pre-
ferred shares were converted.
The preferred is convertible
into 2.4 shares of common.

Drugs in Top Role

Drug shares still have a top
role as a recession-proof, im-
proved -earnings section al-
though the demand for them
had quieted down a bit. Ster-
ling Drug, with a yield of 4,
has had relatively less of a
runup than some of the others
which could indicate it is
among the issues that have
yet to join in fully on the
drug popularity.

kS * *

Where Sterling so far this
year has ranged from slightly
under 30 to a shade over 40
at best, others, such as Parke
Davis, have roamed over a
range of nearly 30 points.
Sterling, as the others, is be-
ing projected to another new
high in earnings this year
which would leave more than
a dollar a share over the pres-
ent dividend which is an in-
dicated $1.50 including a
year-end extra. The 1957 pay-
out had risen to half again as
much as that paid as recently
as 1953. With the dividend so
well covered, Sterling is auto-
matically a dividend increase
prospect.

A Deflated Issue

More of a case of a well
deflated issue is A. O. Smith.
Even with an upturn in pipe
orders already underway
which could make a favorable
change in earnings for the
company’s final fiscal quarter,

the company is far from being
a candidate for anything ap-
proaching record earnings.
Apart from its oil well sup-
plies, A. O. Smith relies im-
portantly on automotive or-
ders, chiefly from General
Motors. And sales to the auto
industry have been depressed
in line with auto output gen-
erally. )

view of the many uncertain-
lies overseas, although now
and then some interest cen-
tered on the purely domestic
companies not involved in in-
ternational markets. The
placid member of the oil sec-
tion, however, is Getty Oil
which has been unable so far
this year to stretch its range
to as much as five points.
w * #

In the past there were
periodical runups in Getty on
tales of simplifying its cor-
porate setup and indirect
holdings in Skelly Oil and
Tidewater. But now that pre-
liminary steps toward that
end have actually been
started, their lift seems to he
missing. Getty’s published
figures are, to a degree, al-
ways understated since the
full equity in earnings of its
affiliates is not used for the
computation. Last year’s offi-
cial results, for instance, were
little more than half the ac-
tual equity in the various
profits. To that extent Getty
is generally listed as an un-
dervalued oil equity. Also
mitigating against drastic
market action is the fact that
the company is not a cash
payer, its dividends in the last

few years being confined to

5% in stock. So far the simpli-
fication has eliminated a cum-
ulative preferred in Getty and
the next involves an exchange
for Mission Development
shares, which would bring the
large Tidewater’ holdings in
Mission that much closer to
home. Eventually a consolida-
tion of the diverse bundle
could set up a new petroleum
giant.
* *

There was only momentary
interest in railroads and the
companies associated with
them although General Rail-
way Signal had its backers

.who, on a longer range basis,

still clung to. high hopes for
their favorite. The logic was
simple and direct. Since War
II the pressure on railroads
to trim operating expenses
centered largely on dieseliza-
tion which, by now, is largely
completed. The next stage,
which the recession snuffed
off a bit, was to go in for auto-
mation in-yard and mainline
operations to trim high labor

costs. Once the roads them-
selves turn the corner Gen-
eral Railway’s boom should
resume. .

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

Wm. Gallagher Joins
Vance, Sanders & Co.

William G. ‘Gallagher of New
York has become associated with
Vance, Sanders & Co., it has-been
announced - by ‘Henry T.' Vance,
senior partner.

Mr. Gallagher, who - formerly
was manager of the Mutual Funds
Department at Kidder, Peabody &
Co., will make his headquarters
at the firm’s New York office, 61
Broadway, and will serve as a
wholesale representative, working
with investment dealers in the
Eastern Seaboard territory. Wide-
ly known in New York area fi-
nancial and investment ecircles, he
is President of -the Investment
Association of New York.

With Dean Witter

(Special to THE FINANCIAL CHHRONICLE)
SAN FRANCISCO, Calif.—Wil-
liam B. Schwartz is now with
Dean Witter & Co., 45 Mont-
gomery Street, members of the
New York and Pacific 'Coast
Stock Exchanges.

Reynolds Adds to Staff

(Special to Tae F1NANCIAL CHRONTOLE)
SAN- FRANCISCO, Calif.—
Thomas H. Kindel is now with
Reynolds & Co., 425 Montgomery
Street. -

K. L. Provost Adds

SANTA ANA, Calif.—Fred Mit-
chell has been added to the staff
of K. L. Provost & Company, 325
North Broadway.

A i
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Continued from page 2

‘The Security

I Like Best
ing of money for education is
bound to find its way into the
purchase of beoks..

The full impaet of this will be
felt in. the decade of the-’60s. The
postwar crop of :children,.-which
has - accelerated. our _population
growth: to proportions: ‘never
dreamed of a few years-ago, will
be. filling the classrooms from
kindergarten to post: graduate
courses. - And this will be so, de-
spite all the books and all the
equipment whicli we: have paid
for- in the past ten-years. Even
more will. be needed to furnish
the classrooms and study halls
now coming into use.

Outstanding as has been the
history of International Textbook,
I feel confident that-the next few
years will provide an even more
favorable- record. The 'stock is
traded in the Over-the-Counter
market and strikes me as being
interesting at this
time. It is suitable for investment
by individuals interested either in
speculative or conservative in-
vestments. Trustees might well
use it in trusts: where' permitted
by the prudent man rule, provided
the beneficiaries -are in a position
to assume the risks inherent in
conservative common stocks.

Two With Shaw, Hooker
(Special %0 'TrE FirANCIAL CEPONICIE)

SAN' FRANCISCO; Calif.—
Alfred J. LaCoste'and Douglas D.
McConnell have become associ-
ated with Shaw, Hooker & Co., 1
Montgomery Street, members of
the Pacific Coast Stock Exchange.
Both were formerly with A. R.
Nowell & Co.

e TR T

proposed new issue

500,000

SHARES

MISSILES-JETS
& AUTOMATION FUND, INC.

CAPITAL STOCK
(par value $1)

offering price $10 per share

(in single transactions involving less than $10,000)

The Fund’s investments will be concentrated principally in
the common stocks of companies engaged in missiles-jets
and automation. The Fund will emphasize possible long-
term growth in its selection of securities in these fields.

‘ \
These shares will be offered to the public commencing on or about
June 17, 1958 through a group of underwriters headed by the

undersigned.

‘A registration statement relating to these securities has been filed with the
Securities and Exchange Commission but has not yet become effective.
These securities may not be sold nor may offers to buy be accepted prior
to the time the registration statement becomes effective. This advertisement
shall not constitute an offer to sell or the solicitation of an offer to buy nor
shall there be any sale of these securities in any State in which such offer,
solicitation or sale would be unlawful prior to registration or qualification
under the securities laws of any such State.

preliminary prospectus on request

A copy of the Preliminary Prospectus may be obtained from you
local broker or dealer or by writing the undersigned. :

IRA HAUPT & CO.

Members New York Stock Exchange and other principal exchanges
11l BROADWAY, NEW YORK &
WOrth 4-6000
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The Search for Security

By H. C. GRAEBNER, C. L. U.*

Dean of The American College of Life Underwriters
Philadelphia, Pa.

Life insurance dean reviews somelittle kn9wn facts about
Social Security programming in discussing bnefly some'of the
causes of individual ecomomic insecurities existent in our

system. Dean Graebner also

suggests some of the plans

society and individuals have been employing to ac_commo.d.ate

themselves to, or attempted to do about, these insecurities.

Author discusses various causes of insecurity, ranging from

accident and retirement to business cycles and inﬂatio.n, and

compares those who “want to be secure in opportumt.y” to

those who “worship the golden calf of economic security by
- government edict.”

The authors of a recent book on
“Economics and Social Security”
begin their discourse with two
quotations. The first one is: “The
best way to
sgecurity is to
marry the
boss’s daugh-
ter.” The sec-
ond sugges-
tion reads:
“The best se-
curity for old
age is a large
family.” From
readings in
newspapers
and popular
magazines,
one certainly
realizes that
all through
the agés numerous persons have
pursued one of these policies and,
I suspect, have gained some degree
of economic security. At least this
may be true of the first sugges-
tion; I am not at all certain that
having a large family today gives
one any security for his own-old
age!

Facetious as these suggestions
may sound, I believe they do ‘'in-
dicate that the problem of insecu-
rity is a problem with which a
great many persons are:con-
fronted. Furthermore, like so
many problems that are so uni-
versal, numerous quack remedies

. are suggested as solutions.

I should like to limit my dis-
cussion somewhat. I would like
to suggest that we do not include
in our consideration of this sub-
ject several of the dimensions of
the security problem, such as the
anthropological, the legal, the
political, the psychological, and
the sociological problems of inse-
curity. In each of these it is in-
teresting to note that the economic
component of the security prob-
lem is always important. For
example; the possibility of unem-
ployment gives many people a
sense of insecurity. Now obviously
this insecurity is primarily one
of economic dimension. However,
such unemployment may have
serious psychological implications
with the individual, and certainly
we know from past experience,
that protracted unemployment
also may have very serious politi-
cal implications, as well as soci-
ological consequences for society
as a whole. So our first limitation
is that we are going to direct
ourselves to the economic impli-
cations of the search for security.

Another limitation which I feel
compelled to set up is that we will
refrain from dealing with ques-
-tions related to national or inter-
national security insofar as thése
matters involve relations among
the states and among the nations.

Our plan, then will be to limit
ourselves to the categories of in-
dividual economic insecurities
existent in our system. We will
discuss briefly some of the causes
of such insecurity and also suggest
some of the plans society and
individuals have been employing

Herbert

*An address by Dean Graebner before
the Sixth Annual Brokers Forum, Phil-
adelphia, Pa. The Forum was jointly
sponsored by Girard Trust Corn “x-
change Bank and Gordon S. Miller
Agency of Massachusetts Mutual Life In-
surance Company.

1
to accommodate themselves to
these insecurities; that is, what
has society attempted to do about
these insecurities?

Nature and Causes

Now as to the nature and causes
of economic insecurity. It is not
easy to define economic insecu-
rity briefly. But perhaps we can
identify it as this: economic inse-
curity for the individual is first of
all one that involves a loss or
threat of loss of income. This loss
can be either relative or absolute,
or it could be in the form of an
additional expense. The primary
cause in most instances of this loss

E of income is either the destruction

of income-producing property or
the loss of a job.” We know also
that such loss can be permanent
or temporary in nature. We should
mention also, however, that the
job loss may not always be in-
volved 'with income -loss. - For
example, .an.individual may be
injured and yet be able to. con-
tinue his work; but the injury
he sustains may cause him.to in-
cur various medical costs. Like-
wise the head of a family may
suffer a lﬁl of his income hecause
of injuriesiand faccidents to mem-
bers of his family.. As the term
is commonly employed today, eco-
nomic. insecurity would. embrace
all such cases. involving income
loss or additional expense or the
loss of property. :
Where job separation is the fac-
tor in question, any one of several
additional causal factors may be
involved. Here are some of the
possible causes for the loss of
income due to the loss of a job:
(1) loss of job arising because of
old age; (2) loss of job arising out

-of accident and/or sickness with

death as the extreme case; (3) loss
of job arising from outside eco=
nomic causes.

In situations where the job
separation arises from old age, it
is interesting to note that pro-
grams designed to overcome this
type of insecurity do not neces-
sarily have as their goal  the
continuance of the individual in
his job. No longer do the pro-
grams set up a cultural pattern
whereby the children or the rela-
tives take the retired person in
to live with them. Rather, modern
programs aimed at alleviating the
problem of income loss from jobs
upon reaching old age arrange for
the accumulation by the individ-
ual of a fund so that when job
separation does occur at retire-
ment, economic insecurities are
not created.

Retirement’s Problems

The financial distress at retire-
ment has become so acute in re-
cent decades, largely because of
industrialization and urbanization.
In our practice of industrialization
we have, quite incorrectly, I be-
lieve, accepted the idea that
workers and managers lose their
effectiveness as economic pro-
ducers at some magical chrono-
logical age like 60-65 or 70. Al-
though many thoughtful persons
—and much research—attempt to
go counter to this concept, the
fact remains that compulsory
separation from the job wupon
reaching a certain age is manda-

tory for a large segment of the
working population. The specter
of loss of job and loss of income
from “job becomes a: disturbing
outlook for middle-aged workers.

Existing Solutions

It is no longer a secret that
solutions exist for this insecurity.
Systematic savings, life insurance
and annuities represent excellent
solutions for this problem. Each
of these plans, however, requires
full measure of personal plans
that require time and self-denial.
Present consumption must be re-
duced in order to guarantee in-
come for consumption-in retire-
ment,

Some persons advocate a pro-
gram of government  aid for
persons upon reaching retirement,
I will discuss this before I con-
clude my remarks.. ;

With respect to the second type
of insecurity, that is, where the
job separation arises from acci-
dent or sickness, we find that not
only does the income frequently
cease but additional expenses
must be borne to take care of
persons who have suffered an ac-
cident or become ill. If such ill-
ness or accident is brief and
culminates in premature death for
the income producer, serious fi-
nancial problems usually result.
Undoubtedly each of you is well
aware of economic and social dis-
locations that usually accompany
death of an economic producer.
It is significant to me that more
and more fathers and mothers are
giving evidence of being deeply
concerned with this type of inse-
curity. I could cite research
studies " among consumers which
indicate that family heads recog-
nize the terrifying hazard they
face. Our educational program, in
schools, colleges, universities—in

‘various advertising campaigns,

and -the effective efforts- of life
underwriters—all’have played an
important: part in educating the

public to the creative power of’

life insurance in meeting the
hazard of economic loss due to
premature death of the bread-
winner.

Likewise where the job separa-
tion due to accident or illness is
temporary, private insurance has
offered sound programs of finan-
cial security based upon private
insurance. The fact that the public
is interested is reflected-in the
vast growth of such insurance
programs in the past decade. -

Here also, however, some who
question the willingness of Ameri-
cans to care for themselves,. have
advocated a program of govern-
ment assistance. I will have a few
comments about this development
before I finish.

Business Cycle Induced
Insecurity e
The typical- example . of -the
third classification which is listed
above, -namely, economic causes,
is wusually the situation where

unemployment is brought about.

through business fluctuations! At
this very moment we observe
evidence of this type of insecurity.
In a dynamic economy, fluctua-
tions are bound to occur. In fact,
such economic fluctuations are
evidence of the re-allocation of
capital and human resources re-
sponding to changes in the de-
mands of consumers. In effect,
consumers are changing their dol-
lar votes for one thing in place
of another — it may be housing
instead of automobiles or educa-
tion instead of vacations or any
number of combinations.

How can we best prepare for
this type of insecurity? One
method certainly would be to
develop various skills and abilities
so that one can shift from one
type of economic activity to an-
other with the minimum amount
of loss.

There is another area of in-
security which is running rampant
today in the minds of many
people, and that is the one: caused

by the reduction in the purchas-:
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ing dollar which a man has accu-
mulated in order.to.take. care of
periods of income shrinkage or
elimination. . This is. commonly
called the_inflationary trend.. It
perhaps is the most insidious and
the most difficult type of insecu-
rity with which most people. are
confronted .today. Closely asso-
ciated with this type of.insecu-
rity are the problems created by
the ever increasing planes of liv-
ing. When planning the amount
of income needed, future changes
in living standards should be an-
ticipated and planned. for.. . Per-
haps the cost of high living claims
as many victims as the high cost
of living.

Social Security ‘Act’

Any discussion of the Search
for Security is incomplete with-
out consideration of the Social
Security Act and the ‘trends in
social security, One of the best
recent articles I have seen on
this subject appears in the Winter,
1957, issue of the. Journal of the
American  Society of Chartered
L.fe Underwriters. It was written

by Mr. Benjamin Kendrick. One .

quotation sounds the = following
warning: “There may be grounds
for worry, with respect to corpo-
rate pension plans, life insurance,
and disability insurance in the
thought that continual expansion
of the compulsory Government
system may progressively dimin-
ish the area in which these volun-
tary mechanisms can operate.
There may also be ground for
worry about whether social secu-
rity will be expanded to a level
where it will definitely "interfere
with - incentives for savings, for
investment, and for work — and
generally with the expanding
productiveness of the American
economy fromi which all the Na-
tion’s economic security stems.”

Here are seven basic facts about
Social Security: ot e

(1) Social Security is world-
wide and is expanding at a-rapid
pace. %

(2) Social Security is not.a sin-

gle program but.is a whole-stable ,

full of programs. .. -, - .
(3) Social Security is‘extremel
popular with the American- people.
:-(4) The American- people warit
more social security “than “they

now have. ety e :

- (5) - Essentially ' the  O.A.S.D.I
system is now on a pay-as-you-go
basis. ‘o .

(6) Unaer present law,.0.A.S.D.I.
tax rates will increase by 70%. by

1975: (on $4,200 ceiling wage, em-

ployees will pay $178.50 compared
to $105.00. at- present):
creased receipts will be needed to

meet the rising costs of the pres-.

ent benefits provisions. For lib-
eralized benefits still higher taxes
will be required. e

(7) There is serious danéér that.

Social Security in the U. S. will
be over-expanded. There is. the
threat of ultimate disillusionment.

How Secure Is Social Security?

An earnest, objective study of
Social Security. trends might well
lead one- to ask the question,
“How secure is Social-Security?”
The base is, of course, the produc-
tive capacity of the economy and
the willingness of tne. working
segment of our population to be
taxed at a rate high enough to pay
the beneficiaries -out of current
tax receipts. Assuming represen-
tative type .of government, the
Congress'will determine from time
to time upon the size of. the ben-
efit formula. We have experienced
only increases in the .benefit. Is
it possible that Congress may at
some future time feel compelled
to reduce the amount of such
benefits? It might be proper for
us to ponder this question.

Before closing my discussion, I
should like to comment briefly on
the social sagnificance of the ef-
forts of all whose activities are
in - the field of estate creation,
conservation, and systematic lig-
uidation. - If the work. of:these
persons is accomplished by pro-

“abundance;

The.in-.

fessional methods, such labor une
questionably is socially useful. ’

Numerous.reasons. could be
stated as evidence of the produc—}
tivity of this group. I would direct|
attention. to just one which: is|
summarized in the word “incen-
tive.” .

One of the noblest instincts of a|
normal man is his desire to pro-|
vide for the financial future of|
himself and his family. -To havej
a healthy economy . with a large
measure of individual freedom o
action, economically. and- politi-]
cally, it is- imperative ' that thef
majority -of citizens . be . encour-
aged.to seek and achieve financial]
security privately. The quest for}
this type of security. will serve asj
an incentive for ‘individuals tof
become more effective and’ effi-
cient producers of the goods. and}
services which are so vital to im-j
proved planes of living. :

This is so important because the;
incentive to increase. productivity!
is the only sound basis for the
government guaranteed security
‘which any humanitarian group
will make available for, the rela-
tively smaller number of unfor-
tunate citizens, who depend upor.
public or private charity.

“Security” Connotes Different
Ideas B
The word “security” connotes
different ideas to different people
Most people want to beé secure ir
opportunity. They do.not offei tc
sell their souls for a guaranty that
someone will throw “bread anc
honey” into- their ‘windows eack
morning. They know that there i:
some catch to ‘that. They know
that such -a -program can ‘easily
degenerate ‘into’ a system of ‘eco-
nomic ‘slavery.’ s s
Again and again, afier freedon
has brought opportunity and som¢
degree’ of plenty, the competen
as “well as the unfortunate, grow
envious and- covetous; and many
turn away from the hard road o
freedom to worship the golder
calf of economic security by gov:
ernment edict. In all too man;
cases the cycle seems to be fron
bondage to spiritual ‘ faith; -fron
faith to- liberty; from 1liberty {t(
from -abundance’
selfishness; ~from- selfishness; t:
apathy;- from “apathy to depend:
ence; and from dependency -hacl
to bondage. Parps ¥ at
This is the routine in countrie
where people have bartered thei
independeénce for government se

.curity—and in the end: they hav

found themselves deprived of hot|
—independence and’ security.
"Professional activities in teach:
ing people how to plan their ew]
financial security is helping t4

‘save Americans from the erodinj

effects~ of a ‘twentieth-centu
feudalism and paternalism whicl
our forefathers shook-from- thei
feet when - they - emigrated - t4
America - and established thes
United States.™ ;

Tucker Anthony Day
Absorhs Elmer Bright

BOSTON, Mass.—The securitie
underwriting and brokerage fir)
of Tucker, Anthony & R. L. Da
74 State Street, has announce
that the combining of its busines|
with the securities business o
Elmer H. Bright & Co. becam
effective May 26. :

The combined firm will operat
under the Tucker, Anthony nam
and will continue to operat
former Bright offices in.Prov
dence, R. 1., and Haverhill; Masj

Horace O. Bright and Alexande
H. Bright have been admitted t
the firm as limited partners. -

Tucker, Anthony, founded i
1892, also operates offices i
Boston and New York City and i
Rochester, N. Y., Hartford, Con
Manchester and. Nashua, N. H}
a4 Springfield and New Bedford
Mass. - v
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Municipal Bond Club $100 Million State of Michigan Bonds Marketed:

Annual Field Day

‘The Annual Field Day and
election of officers of the Munic-
ipal Bond Club of New York
will be held ‘on June 13 at the

Westchester” Country  Club and

> Beach' Club, Rye, N. Y. Reserva-

‘7 tions' should be ‘made prior to.

 June 2 with George W. Hall, Wm.

" E. Pollock & Co., Inc., General

" Chairman, indicating choice : of
'+ lobster or steak for dinner.

.William: M. Durkin, First Na-

‘ tional Bank of Chicago, New York

_City, is handling the sale of Mu-

‘nicipal " Underwriters* & ‘Traders’

' Trust Shares. .

A special car on Train No. 268.

wxll leave Grand'Central at 10:25

anr.’ Eastern Daylight ~ Saving’

““Time; for the convention, and will
leave Rye,
. York, at 10:20'p.m.

Trunk line highway obligations offered by syndicate. managed

jointly by Blyth & Co.; Smith, Barney & Co.; Lehman

Brothers; Halsey, Stuart. & Co., Drexel & Co.; Hamman
Ripley & Co., and First of Michigan Corp.

Blyth & Co. Inc;; Smith, Barney
& Co.; Lehman Blothers Halsey,
Stuart & Co. Inc.; Drexel & Co.;
Harriman Ripley & Co. Incoxpo-
rated, and First of Michigan Cor-
porati'on are joint managers. of the
group. of about 270. members
which on May- 27 offered an issue
of: $100,000,000:.State of Michigan
4,. 3, 3% and 333% trunk- line
highway bonds; ‘series 1, at prices
to- yield fromr 1% for -those “due

Feéb.~ 1, 1959, to. 3.40% . for, the”
"1979- 82 maturltles The group was’

awarded the bonds at competitive
sale on a' bid, the ‘sole ‘bid sub-
mitted; of’100.00253 for the com-
bmatwn of coupons, a net interest
cost of 3.30732%.

“The ' proceeds from ‘the ‘sale’ of
the’ bonds- are to be used to pay
the cost of: construction and re-
construction of 13 state trunk line ;
highways . in  various locations
throughout the state, These proj-
ects-are a part of the Federal-aid
primary --and" secandary system,
which,’ with continuous construc-

tion, should be completed in ap-
proximately three years. Stated
generally, this $100,000,000 will
provide the state with about 245
miles of highway. “

The bonds, which are rated A
by Moody’s and A-1 by Standard.
& Poor’s, are not general obliga-
tions of the- state, but their prin-
cipal and. mterest are . payable
from rhoneys appropriated  to' the

State Highway Department from

the Motor Vehicle Highway Fund,
a separate fund in the State Tr eas—
ury consisting, of the proceeds of
taxes on gasoline and motor fuels
and ont motor vehicles registered:
in the’state. A sufficient amount
of these funds have been irrevoc-
ably appropriated: by law to pay
principal . and 1nte1est on these
bonds. 0 A
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With Mutual Fund Assoc.

(Special to THE FINANCIAL CHRONICLE)
SAN JOSE, Calif.—Marion W.
Kelley, formerly with Walston &
Co., Inc., has joined the staff of
Mutual Fund Associates Incor=
porated, 1871 The Alameda,

With Mutual Fund Assoc.

(Special to Tne FINANCIAL CHRONICLE) *
SAN 'FRANCISCO, Calif—
Martin- S, Zuanich, Jr. is now
with Mutual Fund Assoclates In-
corporated, 506 Montgomery
Street,

With C. M. Hathaway
(Special to THE FINANCIAL CHRONICLEY
DENVER, Colo.—Francis J.
Ryan .is with C. M. Hathaway
Company, 1575 Sherman,

returning - to - New - '

Scheduled for the day area g,oli K
“ tournament with ‘prizes’ for -low :

" gross, member; low gross, guest;
low net, member low net, guest;
lowest met score each foursome;
longest .drive; nearest-the-pine;

and pay-off, mvolvmg the 1. B A. -

handlcap system.

-Also: planned for the outing are
a tennis ' ‘doubles tournament;
bridge tournament; horseshoo
pitching ' contest, softball game;
swimming, etc. i

.One copy of the Bond Crier will

" be included in each envelope dis-
tributed. to. members and guests.
Additional copies may be ordered

" through William Simon, Weeden
& Co., Inc,, New York City, at $1
per copy.

., Members of ‘the. Field Day
Committee. are George W. Hall,
,,Gieneral Chairman.

{Chairman’s Committee: John C.
I‘ltterer Jr., Kuhn, Loeb & Co.

" Announcements Committee:

; Wllllam P. McKay, Blue List,
" Publishing, Co., ‘Chairman; wil-
.. liam .T. Hall, Jr., the Bl‘ue List;
. William . S. Shanks,

1 Buyer.

f mund’ C. Byrne, Phelps, Fenn &
. Co., Chairman; John W. Large,
©'Ci J. Devine & Co Wilson D. Lee,
Rand & Co.

‘Finance Committee: - William
" M. Durkin, First National Bank of

. Chicago, Chairman; William D.

+, Muller, Halsey, Stuart & Co. Inc.;
lelxam ‘E.” Simon,- Weeden &
" Co:

Prlzes and. Venture Committee:
. Theodore P. Swick, White. Weld
; &-Co.; Chairman;- Alfred J. Bian-
; chetti, J. A. Hogle & Co.; Francis
| D,  Devers, Kidder, Peabody &
- Cos; Francxs P Gallagher Jr., W.
+ H Morton: & Co., Inc.; Edward J.
+ Meyezrs, Laldlaw & Co
V. Smith, Clark Dodge & Co.
! Sports Committee: Jerome J.
Burke, Blyth & Co.,.Inc:; Chair<
man; Donald Breen, Glore For-
gan & Co.; Davis. Kales, Wood,
Gundy & Co. Inc.; Edmund G.
' O’Leary, Eastman Dlllon, Union
‘'Securities & Co.; Donald C.
;. Stroud, McDonnell & Co.; Alan N,
.~ Weeden, Weeden & -Co., Inc;
. Daily ‘Bend -Crier: Berger
Egenes, Merrill Lynch, Pierce,
Fenner & -Smith, Editor; Leon-
ard Bucci,; Bond Buyer Joseph G.
Cross, C.. J. Devine & Co.; Francis

D. Devers, . Kidder, Peabody & .

i Co, Brenton W, Harnes Blue

. List; Eugene E:. Kelly, Jr., Loeb - -

. Rhoades &- Co.; -Wilson. D Lee,
Rand' & Co.; Erlward J. Mevers,
Laidlaw &.Co.;’ William: H. Moser,
.Andrews: & Wells, Inc.; Frank J.
. Murphy, John Nuveen & Co.; Ed-

, mund G.-O’Leary, Eastman ' Dpil-
lon, Union Securities: & Co.;
James F. Reilly, Goodbody & Co.;

+ William S. Shanks, the Bond
Buyer; William. E. Simon; Weeden
& Co., Inc.: Chester W. Vlale L.

- B Rothschild & Co.

_ Carroll Co. Adds

(8necial to THE FINANCIAL CHRONICLE)

'DENVER, Colo. — Thomas M.
Carroll 1s now connected with H.

Equitable Building.
glt(ljzed for FRAS' 3

tp://fraser.stlouisfed.org/

Arrangements Committee: Ed- :

the Bond

THIS YEAR

‘THE BELL SYSTEM IS PUTTING MORE THAN

TWO BILLION DOLLARS IN NEW FACILITIES

Charles

We are - doing - this ‘because we are
confident that" growing ‘Amcrica - will
need, buy, and usc morc tclephone
service tomorrow than today.

We are doing it to improve our scrv-
ice further and . make the tcléphone
evem.morc convenient. This we are
sure' will stimulate more use.

These 1958 cxpenditures are higher
than the average in the post-war ycars—
and close to the highest in any ycar.

A stimulus to the economy
of the whole country

Qur goal, as T have said, is to scrve
yow better than ever: In addition, the
way this moncy flows out to other busi-
nesses: stimulates the economy of the
whole: country.

Whercever there are: ncw telephone
buildings going up;, or jobs of maintc-
nance, there is work for local builders,
carpenters, plumbers, elcctricians,
painters and many others.

Our spending means business too for
thousands of other companics and
workers in those companics. Last ycar
the Bell System through Western Elce-
tric, its manufacturing and purchasing
unit, bought from: 33,000 firms through-
out the country. Necarly ninc out of ten
of thesc are small busincsscs, cach with
fewer than 500 cmployecs. This year
again we expect to buy about a billion
dollars worth of goods and scrvices
from other industrics.

To go ahead with our 1958 construc-

tion, we in the Bell System have raised -
“mearly. a billion: dollars of new capital

in. the last’ six months. Obviously, in-

vestors will continue to cntrust their
savings to us only if they can expect
reasonable carnings on the moncy. they
risk.

Good service at. reasonable profit
keeps the road to progress open

So- tclephone progress—and the ad-
vantage. to all. that comces from our
pushing ahcad-bcgins with our faith
that Amecricans want good and improv-
ing scrvice at prices which allow a fair
profit.

This is the way of life which in our
country has stimulatcd invention,
nourished enterprise, created jobs,
raised living standards, and built our
national strength. As long as we live
by this principle, the future of the tcle-
phone is almost limitless in new
possibilitics for scrvice to you.

FREDERICK R. KAPPEL, PRESIDENT
AMERICAN TELEPHONE AND TELEGRAPH COMPANY
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An Economic Program for
- Moze Than Temporary Success

By GEORGE G. IIAGEDORN*

Associate Director of Research
National Association of Manufacturers

In recommending we treat “underlying ailments, rather than

their current symptoms,” Mr.

Hagedorn maintains we must

remove excessive- labor power rather than prescribe budget
deficits and monetary expansion in an attempt “to offset
job-destroying effect of uneconomic cost increases.” Holds

the latter is a palliative which

would result in prosperity with

. inflation and bring about economic chaos in time. Also pre-
scribes tax reform and strict government economy to permit
free competitive market forces to provide economic balance

and private capital formation to provide growth.

A vphysician can diagnose an
ailment and discuss possible treat-
ments, even if he is unable to
predict with confidence the erratic
day - to - day fluctuations in the
patient’s fever chart. The Ameri-
can economy suffers from certain
underlying - chronic - difficulties
which have been with us for some
years. The recession which be-
gan last year is one phase in the
working-out of those chronic un-
derlying difficulties, and it can be
correctly understood only in that
context.

There are two chief economic
problems, to which most of our
other economic. problems can be
referred. These are:

(1) The tendency for unit labor
costs to increase  continuously.
This puts us in perpetual danger
of inflation, recession, or a com-
bination of both.

(2) A tax system which impairs
both the incentives for  capital
formation and the sources out of
which capital formation can bF
financed. This has serious con-
sequences in regard to our pros-
pects for economic growth.

These two problems, and their
implications for fiscal policy, will
be the focal points of the discus-
sion which follows.

Rising Labor Costs

The basic cause of the tendency
for wages. to rise faster than pro-
ductivity, and -hence for labor
costs to increase, is the power
position organized labor has at-

tained in our society. Since that

problem is not the subject of these
hearings, I will pass over it, but
it must always be recognized in
the background of current eco-
nomic developments.

In and of itself, the effect of
any increase in costs is to restrict
markets. It is an elementary prin-
ciple that if your product or serv-
ice becomes more costly you are
very likely to sell less of it.

Of course, the restrictive effect
of increased costs can. be offset
in various ways, and that is where
fiscal and monetary policy comes
in, The net effect of relying upon
these offsets is inflation. .

You might view our economic
history during the years since 1940
as a race between the restrictive
effects of rising labor. costs and
the ability of fiscal and monetary
measures to offset them. By the
end of World War II, the fiscal
and monetary measures had at-
tained a long lead in this race.
There was enough money in cir-
culation, and sufficient credit was
available, to insure that there

- would be little resistance in the
market place to increased costs,
and inflation thus went its merry
way. «

We have now reached a situa-
tion where rising cost levels have
not only caught up with the
money supply, but evidently
forged somewhat ahead.

A Yyear ago, economists were
disputing as to whether the in-
flation, which had then been going
on for about a year, was due to
the “push of costs” or the “pull

*A statement by Mr. Hagedorn before
Fiscal Policy Subcommittee of the Joint
Economic Committee, Washington, D, C
May 1, 1958.

L §

‘way

of demand.” This controversy
should be resolved by now, by the
fact that price rises are still con~
tinuing. Rising prices with rising
volume might be due to either
cost - push or demand - pull.. But

rising prices with falling volume-

must obviously be ascribed to the
pressure of costs. *
Poses Two Choices

We have two choices in dealing
with this situation, TFirst, we can
do something to reduce the ex-
cessive economic power of organ-
ized labor, in which case we can
have some: hope. for prosperity
without inflation. - Alternatively,
we can use budget deficits and
easy money to offset the job-de-
stroying effect of. uneconomic cost
increases, in which case the best
we can hope for is prosperily with
inflation. | 3

In, the long-rum,.it is doubiful
that we can even have that. Re-
verting to the analogy of the race,
monetary expansion -can move

-ahead, but labor costs can move

ahead even faster, It seems likely
that, if this is the course we
choose, the pace of the whole
process must continuously ac-
celerate. Once it becomes clear
that fiscal. and monetary policy
will be used “to whatever extent
is necessary” there will be very
little incentive to resist whatever
cost increases are demanded. The
end of this accelerating process
must be some form of economic
chaos that no one can predict in
detail.

The revenue effects of the pres-
ent recession are creating sub-
stantial budgetary deficits, even
without any deliberate decision to
adopt such deficits as a weapon
against the recession. This should
be further cause for hesitation in
taking action, the primary pur-
pose of which is to enlarge those
deficits. )

Government Spending~as a Cure
For Recession

There is no doubt that if our
only objective were to put the un-
employed- back on a payroll,; one
it :could  be accomplished
would be by a program of gov-
ernment spending — provided we
used’ enough government spend-
ing. The frouble is that we don’t

“know how much “enough” would

be and experience warns us that,
if this is our sole reliance, the
amount required might be astro-
nomical,

In 1930, the spending side of
the Federal budget amounted to
slightly over $3 billion. By 1939,
it ‘had risen to almost $9 billion
and there were still nine million
unemployed. In other words, tri-
pling the expenditure rate was
not “enough.” It wasn’t until 1942,
when annual expenditures had
risen to $34 billion, ten times the
pre-depression level, that excess
unemployment disappeared.

This is an indication of what
we might be letting ourselves in
for if we placed our major re-
liance on government spending as
our way out of our present dif-
ficulties. And remember we are
starting from a base of over $70
billion in government spending
instead of the $3 billion we started

from in 1930. The lengths to which
we might be driven,are so fan-
tastic, and the prospects of-success
so poor, that only the -  utmost
desperation’ could justify seeking
a solution down this road.

Tax Reduction as an Anti-
Recession YWeapon

Various schemes of tax reduc-
tion have been proposed as an
antidote to this recession.. Prob-
ably almost any one of them
would be effective to some degree
as a temporary palliative. But
surely in making changes in our
tax system, we will went to have
a broader objective than that.

The NAM has long advocated a
thorough-going reform of our in-
come tax rate system. This would
involve reductions of corporate
and individual rates in every
bracket. It would also involve a
compression in the spread of rates
along the income scale. Our rea-
sons for recommending this action
will be explained more fully in
the later discussion of restrictions
on economic growth.

We believe -that such a reform
of the tax rate structure would
give a tremendous and permanent
lift to the economy. It will leave
us. in beiter condition to face
whatever: other problems may
exist. i

At the same time, frankness
compels me to state that we had
better not rely on thi$ as a com-
plete cure for the ailments which
afflict us. The upward pressure
on labor costs seems to be relent-
less, and we can’t expect that tax
rate reform will solve this prob-
lem,

Inflationary Efl‘ects:_of Fiscal
Measures

There is a widespread illusion
that we can use fiscal measures—
increased spending or reduced
{taxes—to restore full employment
and then abandon or reverse these
measures before they - start: to
cause inflation. But this is a mis-
understanding of the problem.
Even if our knowledge and our
timing were perfect, this neat so-
lution would be impossible since
inflation and recession are simply
ditferent aspects of the same con-
dition,

Perhaps we have put too much
emphasis on the tendency for cost
increases to be passed on to cus-
tomers. In some cases, the prob-
lem is that market conditions will
not permit them to be passed on,
and they have to be absorbed in
the form' of reductions in profit
margins. The evidence that this
has been going on extensively is
the fact that the dollar total of
corporate profits-did not increase
at all between 1948 and 1956,
while the dollar total of corporate
sales increased by 60%.

This squeeze between costs and
prices is one of the factors which
is depressing business at present.
Since fiscal policy does not deal
with the cost side of the squeeze,
it can relieve the pressure, and
thereby improve business condi-
tions, only by raising prices. It
is impossible- to separate the in-
flationary from the anti-reces-
sionary effects of fiscal measures.

The Problem of Economic Growth

The inflationary - recessionary
race brought about by rising costs
is not the only major problem we
face now. There is also the danger
that we may be falling far below
attainable- rates of economic
growth.

Much current economic discus-
sion seems to assume that if we
simply avoid depressions and re-
cessions economic growth will be
assured. ‘But this-is not so. Even
if we keep our_ manpower and
other productive resources at a
level reasonably close to full em-
ployment, the rate of growth still
depends on how economic forces
allocate our output as between
current uses and capital formation.
Our current tax system seems al-
most designed to insure that very
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little will be allocated to capital
formation. . R
It may ‘come as a shock to hear

the suggestion that we haven’t.

been devoting enough of our en-
ergies to the formation of business
capital. There has been much talk
of our “capital goods boom” in the
period since World War II and
especially in 1955 and 1956. Some
feel that the current reduction in
capital goods outlays is a reflec-
tion of previous excesses in such
outlays.

It is true that a part of our
productive facilities is now lying
idle. But this is no more an in-
dication that we have more cap-
ital than we should have, than
unemployment is an indication
that we have too many people.
Unemployed facilities and unem-
ployed manpower are both the re-
sult of the impairment of markets
by cost rises.

The statistics on gross outlays
for new business capital can give
a very false impression. The $35
to $40 billion totals of recent years
make it seem as though we are
building up our facilities at a tre-
mendous rate. What few bother
to recall is that in our huge econ-
omy capital facilities are also be-
ing used up at a rapid rate. A
careful study by the NAM Re-
search Department indicates that
the current rate of capital con-
sumption is about $35 billion a
year, so that the net gain in our
available capital is now a very
narrow margin,

Standards for Economie Growth

One of the problems in trying
to devise policies to promote eco-
nomic growth, and to balance
them against other objectives, is
that we have no realistic stand-
ards by which a growth objective
may be set. Merely equalling past
rates of growth cannot be consid-
ered satisfactory when potential
enemies may be doing much bet-
ter. The only conclusion is that
no rate of growth is satisfactory
below the maximum attainable
within our {ree enterprise system.

The Russians devote a substan-
tially larger part of their national
income to capital formation than
we do. They do so by a program
of austerity forcibly imposed on
their consumers. This is a method
we wouldn’t want to use and it
probably wouldn’t work here
anyway. We prefer to rely on in-
dividuals and businesses to devote
a part of their incomes, by their

‘'own choice, to saving and invest-

ment. Still, we had bettler strive
to eliminate any condition which
impedes or deters them from mak-
ing such a choice. The present
structure of income tax rates most
assuredly has this effect.

Recommendations

The foregoing discussion is in-
tended to explain the basic think-
ing which lies behind the rec-
ommendations of the National
Association of Manufacturers. Due
consideration has been given to the
aspects of the situation which are
peculiar to the present moment.
These have been. related to the
underlying problems of which they
are the current reflection. As a
result of this analysis, the NAM
sees no reason for modifying the
position it has maintained in the
past.

Fiscal policy should not be re-
garded as a balance wheel or reg-
ulator for the economy, nor as a
means of redistributing income.
The function of fiscal policy should
be simply to provide revenue for
necessary government expendi-
tures. For providing economic bal-
ance, we should rely on the forces
of free competitive markets, sup-
ported by a non-inflationary mon-
etary policy. For growth, we must
rely on private capital formation.

It should also be clear that this
attitude does not reflect a belief
that all is well and there are no
problems. On the contrary, free
competitive markets cannot do an
adequate job at present because of

the monopolistic condition of the
one market which pervades- all
others—the labor market. Private’
capital formation is seriously.im--
peded in its task of providing the
basis . for economic growth, by a
tax system which confiscates the
sources of capital and reduces the
incentives for saving.

Our association, therefore, urges
the following measures: :
(1) Strict- government economy
—expenditures limited to those
necessary {or ordinary government

functions.

(2) Curbing of labor monopoly
—impose the same restrictions as
are imposed on industrial or com-
mercial. monopoly.

(3) Reform of the income tax
rate system—the Sadlak-Herlong :
Bill embodies the methods we be-
lieve should be followed. Its re- .
duction goals should be considered
as a minimum . program of rate
reform.

These recommendations deal -
with - the . underlying ailments,
rather than their current symp- .
toms. It is the only program which .
offers the hope of more than tem-
porary. success. i !

Steele, Haines & Co. ;
Succeed Fauset, Steele .

PITTSBURGH, Pa. — J. Barr
Haines has joined Harry J. Steele -
in forming the firm ‘of Steele, .
Haines & Co. to continue the
investment : ’ =
securities
business
originally
established in
1946 by Mr.
Steele and his:
late partner,
Joseph H.
Fauset. The
firm’s - offices
will  continue
to be located
in the First
National Bank
Building.

Mr. Haines
has had long
experience with securities and in-
vestments having worked as a
security analyst with the Union
Trust Company of Pittsburgh for
nine years after graduating from
Princeton University. During
World War II he served with the
Air Transport Command as Chief
of Statistical Control and at the
time of his separation in 1946, he
held the "rank of Lieutenant-
Colonel.

Following his military service,
Mr. Haines spent three years with -
the Guaranty Trust Company of
New York, and for the past nine
years he has been. associated with
Fiduciary Counsel, Inc.,. as  its
regional Vice-President. *

J. parr siames

Justo Ruiz Joins
J. R. Williston & Beane

J. R. Williston & Beane, 115
Broadway, New York City, mem-
ber of the New York'Stock Ex-
change, have announced that Justo
G. Ruiz has become associated
with its Foreign Department. )

Mr. Ruiz, a native of Havana,
Cuba, was formeérly with. Merrill
Lynch, Pierce, Fenner & -Smith,
having spent eight years in its
Havana office and the past two
years in its Brooklyn office.

Inv. Planning Group

EAST ORANGE, N. J—Invest-
ment Planning Group, Inc. has
been formed with offices at 19
South Harrison Street, to engage
in a securities business. Morton
Feren is a principal.

Joins Remmele-Johannes
(Special to THE FINANCIAL CHRONICLE)
DAYTON, Ohio—Rita A. Flahive
has joined the staff of Remelle-
Johannes & Co. Mrs. Flahive was
formerly with L. E. Jenkins & Co.,
Incorporated. - )

gitized for FRASER
p:/ffraser.stlouisfed.org/
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'NEWS ABOUT BANKS
"AND BANKERS

CONSOLIDATIONS *
| NEW. 'BRANCHES ‘-
‘NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

Walter N. ‘t'nayer, managing
partner in the venture capital in-
. vesiment firm of J. H, Whitney &
. Co., has been named a Director of

vy «o. rus age was 66, Mr.
Cooperman -started his banking
career in 1906 with the old Corn
Iixenange Bank, N. Y. He was in
charge of  the ‘bank’s bxanch at
48th Sllﬁ,t
& &

. George F. Jebbett and F, Stan-
ley Saurman, both Vice-Presi-
dents, and Sol A. Rosinko, Assist-

© ant Secretary - are celebrating

Walter N. Thayer

Bankers Trust. Company, New
York, it ‘was announced May 27
by William H. Moore, Chairman

- of the Board

B &

The Quarter Century . Club of
the East River Savings Bank, New
© York held its annual dinner on
- May 27. The Club now consists of
73 Quarter Centurians,

Attending their first Annual
Mecting were four Senior Officers
and six Senior Supervisors.

Joshua De Giulio outgoing
President presided.

Edward Focacei was elected
President, D’Artagnan Adamo
Vice- Pre51dent, and Arthur. E.
House, Secretary.

£ & &

On Monday, June 2, Union
Dime Savings. Bank, New York
will open for business in a new

home on its old site, corner of.

Avenue of the Americas at 40th
Street. The bank has leased the
lower level and first three f{loors
of the 111 West 40th Street Build-
ing recently completed, Since
January, 1956, Union Dime has
been in temporary quarters on
Amenue of the Americas at 41st
Street.
PR

Approximately 150,000 square
feet, representing the first six
floors of the 14-story building has
been -leased to Guaranty Trust
Company of New York.

Guaranty Trust Company will

* relocate its stock transfer division

in' the new 30 West Broadway
structure upon completion of the
* new building in September, 1959.
The bank’s stock transfer division
has been housed in recent years
in the former Frederick Loeser
department store at Elm Place in
downtown Brooklyn,

* % %

Irving Trust Company, New
York announces the promotion of
Frederick van B. Joy from Assist-
ant_Vice-President to Vice-Presi-
dent,

Mr. Joy, who has been with the
Irving since 1953, is in the bank’s
Presonal Trust Division and is
engaged in estate planning and
business development.

William: L. Carlisle, Personal

Trust Division,” and Eric Freund,
* Loan Administration Division
were promoted to Assistant Vice-
President from Assistant Secre-
tary.

Roger L. Day, 21st Street
Branch Office, John W. Downey,
‘Walter W, Gendermann, Harry E.
Goett and . Charles J. Peterman,
Comptroller’s ‘Division; Cecil J.
Gunter and William W. Owen,
Personal ; Trust Division, were
named Assistant Secretaries,

William R. Conroy was named
Assxslant Auditor.

- ¥ % %

Hemy G Cooperman a Vice-
President of the Trade Bank and
Trust Company, New York, died

their 50th year with the Corpo-
ration Trust Co., New York. A
lestimonial luncheon was  given
in' their honor at the Downtown
Athletic Club on May 23.

& ES (3

Edgar T. Hussey, President of
the West Side Savings Bank,
N.Y.,, announced the election of
Peter C. Haeffner as Trustee.

% & &

The 24th annual dinner-dance
of The Dime Club, composed of
officers and employees of The
Dime Savings Bank of Brooklyn,
N. Y. was held May 24.

The Dime Club was formed in
1933 to further social relation-=
ships among the bank’s personnel
and to sponsor charitable activ-
ities,

3 u /3

The Lincoln Savings Bank of
Brooklyn, N. Y, opened a new of-
fice at Avenue X and West 2nd
Street.

The. Lincoln, founded in 1866,
has total resources of $600,000,000.
The bank serves over 310,000 de-
positors, - including 25, 000 school
savings depositors. Its latest divi-
dend was at the rate of 3V
annum, compounded quarterly
from day of deposit.

The seventh annual dinner
meeting of The County Trust
Company, White Plains, N, Y.,
Quarter Century Club was held
May 21 in Scarborough,

By a stock dividend, the com-
mon capital stock of Souih Shore
National Bank of Quincy, Mass.,
was increased from $1,000,000 to
$1,250,000, effective May 13.
(Number of shares outstanding—
50 shares, par value $2>)

k3 i S

David 'S. Meiklejohn has been
clected to the Board of Putnam
Trust. Company of Greenwich,
Greenwich, Conn.

k4 % i

First Pennsylvania Banking &
Trust Ce., Philadelphia, Pa. has
elected William P, Davis, III and
John Reilley, Senior Vicé-Presi-
dents.

% 3 %

Herman F. Dietz has been ap-
pointed Assistant Manager of the
Mt. Lebanon Office of Mellon Na-
tional Bank and Trust' Company,
Pittsburgh, Pa., Frank R. Danton,
Vice-Chairman of the bank an-
nounced.

Mr, Dietz started his banking
career with the Citizens Trust
Company in Canonsburg, Pa., in
1933. He worked in various divi-
sions of the bank and in 1946 was

» appointed Assistant Secretary and

Treasurer. He joined Mellon
Bank in 1952 when the Citizens
Trust Company became the Can-
onsburg Office of Mellon and at
that time was appointed Assist-
ant Manager of that office.

£ # #

Robert M. Herbert has been ap-
pointed Manager of the West Ali-
quippa Office and J. Austin Leis,
Assistant Manager of the Aliquip-
pa Office of Mellon National
Bank and Trust Company, Pitts-
burgh, Pa. Frank R. Denton,

"Vice-Chairman of the. bank an-

nounced.
Mr. Herbert, formerly Assistant

4% per
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- Manager of the Aliquippa Office, -

s repiacing Carl H, Droshar, who
aas been transferred to -the Prln-
“Zipal Office of Mellon -Bank, . Mr,
‘aerbert started his’ bankmg ca-
veer with. the Woodlawn Trust

" Cempany-in '1926. After working:

. thé various divisions of the
oank he was appointed Assistant
secretary and Assistant Treas-
urer in 1944. He joined Mellon
Bank in February, 1958, at the
time of the merger of Woodl’uvn
Trust and Mellon Bank.

Mr. Leis came to the Woodlawn
Trust: Company ~in .1931. He
served as Assistant Treasurer and
Trust Officer there and . also
joined Mellon Bank in February,
1958, when the two banks merged.

n H £

‘John D. Beswarick, Vice-Presi-
dent of Fidelity Trust ‘Company,
Pittsburgh, Pa., has' been ap-
pointed 'Manager . of ‘the bank’s
Wilkinsburg Office, according to
J. A. Byerly, President.

Mr.’ Beswarick, who has been
Manager of the Bloomfield Office;
succeeds Karl M. Hewitt, Asstst-
ant Vice-President, who is retir-
ing May 31. Mr. Hewltt has been
Manager of the Wilkinsburg Of-
fice since January, 1957. He has
been with the Wilkinsburg Office
of Fidelity and its predecessor, the
First National Bank of WilKins-
burg, since 1911,

Assistant Manager Charles O,
Brawdy will assume the respon-
sibility ~of operation of the
Bloomfield Office. He will be as-
sisted by Harry Thompson and
Harlan Cassidy who were re-
cently elected as Assistant Man-
agers of Fidelity.

Mr, Beswarick has been with
Fidelity since 1936, He became
Manager of the Bloomfield Office
in 1946,

3 g S

The Board of Directors of Qhio
Citizens Trust Company, Toledo,
Ohio, has elected Benedict J.
Smith, Assistant Secretary of the
bank to serve as investment of-
ficer in the Trust Department,

In his new position he will re-
port to Robert L. Knight, Vice-
President and Trust Officer of
Ohio Citizens.

£ £ %

By the sale of new stock, The
itizens National Bank of Evans-
ville, Ind., increased its common
capital stock from $1,000,000 to
$1,250,000, effective May 14,
(Number of shares outstanding—
100,000 shares, par value $12.50.)
() £ £
Dixon National Bank, Dixon,
Ill., increased its common cap~
ital stock from $250,000 to $500,-
000 by a stock dividend, effective
May 16 (Number of shares out-
standing 5,000 shares, par value

$100).
£ % %

““Charles R. Gill and Joseph Wa-
hala were elected Vice-Presidents
of the South East National Bank
of Chicago, Ill,

% - %

Merger certificate was issued
by the office of the Comptroller
of the Currency approving and
making effective, as of the close
of business May 9, the merger of
The First National Bank of Cam-
den, Camden, S. C. with common
stock of $160,000, into The South
Carolina National Bank of

‘Charleston, Charleston, S. C. with

common stock of $3,650,000. The

merger was effected under the

charter and title -of The South

Carolina National Bank of

Charleston,
£ £ »"

By a stock dividend the com-
mon capital stock of The Fulton
National Bank of Atlanta, Ga.
was increased from $2,800,000 to
$3,000,000, effective May 9 (Num-
ber of shares outstanding—300,-
000 shares, par value $10).

# # P

By the sale of new stock, the
common capital stock of Mercan-
tile National Bank of Miami
Beach, Fla, was increased from

$1,500,000 to $2,000,000 - effective
May 14 (Number of shares out-
standlng—200 000 shares, par

value $10). g s R

£ & & -

John -P., Moreton has been ap-
pomted res1dent representatlve of
The Canadian Bank .of Commerce
in Dallas, Texas.

The Canadian Bank of Com-
merce - established a petroleum
and natural gas department at
Calgary, -Canada, in 1950, Mr,
Moreton, as Manager of the bank's
business development department
in . Alberta. region, was -closely
connected with the petroleum and
natural gas department until his
appointment at Dallas,

Mr. Moreton has had more than
20 years’ service with the bank.

The bank which Mr, Moreton
represents  in the United States
Mid-continent area has nearly 800
branches in Canada, and branches
in Portland, Ore., Seattle,” San
Francisco and Los Angeles and an
agency at New York, as well as a
resident representative at Chicago:

®ow

The . First National Bank of
Shiner, Texas increased its com-
mon capital stock from $100,000
to $200,000 by a stock dividend
effective May ™ 9. (Number of
shares outstanding—10,000 shares,
par value $20.)

PR

Exchange Bank & Trust Co.;
Dallas, Texas, elected Charles E.
Beard a Director.

k3

The First National Bank of
Great Falls, Mont. increased its
common capital stock from $1,-
000,000 to $1,200;000 by -a- stock

- increased -
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dividend effective May 15 (Num-
ber of shares outstanding—12, 000
shalcs _par ‘value $100).

e

By a stock dividend First Na-

tional ‘Bank -in " Bozeman, Mont.
its -. common. ? capital
stock . from $150,000 to $250 000
effective May 13 (Number of
shares  outstanding—2,500 shares
par value $100).

* £ ) % .
. “Buttonwillow National Bank,”
Buttonwillow, - Calif. changed its
title to “Community National

Bank of Buttonwillow” effectlve

May 16.

& £

“The directors of The Standard
Bank of South Africa, Ltd., Lon-
don, Eng., have resolved to rec-
ommend to shareholders at an-
nual General Meeting te be held
on July 30 payment ‘of a. final
dividend of one shilling and six
pence per share payable in Brit-
ish currency and subject to in-
come tax of eight shillings and
six pence in.the pound. making
tota] distribution of two shillings
and six pence per share-for the
year ended ‘March. 31,. 1958, to
appropriate £160,000. To the Re-
serve Fund and. £50,000 to writing
down bank premises carrying for-
ward a balance of £479,021.
Bank’s investments stood in books
at less than market value as at
March 31 last and all usual and
necessary  provisions have been
made, - Register of shareholders
will be closed from July 2 to 15,
both date mclusxve i

THE EQUITABLE
LIFE ASSURANCE SOCIETY
OF THE UNITED STATES

393 SEVENTH AVENUE, NEW YORK 1, N.Y,

! Notice of Nomination of Directors

Noticeis hereby giventhatinaccordance with the provisions of the
Insurance Law of the State of New York the Board of Directors
of The Equitable Life Assurance Society of the United States has
nominated the following named persons as candidates for elec-
tion as Directors of said Society: ;

ARLIE R. BARNES, Rochester, Minn.
Physician.

JAMES B. BLACK, San Francisco, Cal.
Chairman, Pacific Gas ahd. Electric Company.
WALKER LEE CISLER, Detroit, Mich.:
President, The Detroit Edigon Company.
HENRY T. HEALD, New York, N. Y.

 President, The Ford Foundation.
MAURICE HECKSCHER, Philadelphia, Pa.
Counsellor-at-Law.

J. ERIK JONSSON; Dallas, Texas.
Chairman, Texas Instruments Inc.
'WILLIAM A. KELEHER, Albuquerque; N. M¢

\ Counsellor-at-Law,
" NICHOLAS KELLEY, New York, N. Y.
Counscllor-at-Law.

. ELMER L. LINDSETH, Cleveland, Ohio;
President, The Cleveland Electric
Illumma(mg Company.

RUSSELL B. LOWE, Fitchburg, Mass.
Manufacturer.

RICHARD H. MANSFIELD, New York, N. Y:
Partner, Lazard Freres & Co.
ARTHUR B. VAN BUSKIRK, Pittsburgh, Pa.

May 28, 1958,

Vice-President and Governor,
{T. Mellon and Sons.

A certificate of nomination of the said candidates has been duly
filed with the Insurance Department of the State of New York. -

Theannual election of Directors of The Equitable Life Assurance
Society of the United States will be held at its Home Office,
393 Seventh Avenue, New York 1, N. Y., on December 3, 1958,
from 10 o’clock a.m, to 4 o clock p.m., and at said election
twelve Directors, constituting one Class of the Board of Direc-
tors, are to be elected for a term of three years from January 1,
1959. Policyholders whose policies or contracts are in force on
the date of the election and have been in force at least one year
prior thereto are entitled to vote in person ot by proxy or by mail.

\\GORDON K. SMITH, Secretary.
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The Current Recession

And the Economic Outlook

By DR. COLIN CLARK*

Consultant-Economist, The Econometric Institute, Inc.
Former Director of Research Institute, Oxford University

After analyzing causal factors responsible for present reces-

sion, and dismissing fears that another depression of the
1930’s is likely to come abont, noted British econometrician
now here as a visiting economist anticipates recovery beginning

\

|

before the end of 1958. Dr. Clark warns, however, that errors
committed in tax and monetary policies will cause greater
suffering than necessary and calls for public clamor to prevall

upon Congress  “to -initiate
Atiributes our mflahon to our
taxed country,” and hopes tax

necessary counter-measures.
tax policy, terms us an “over-
cut will not only be immediate:

but also permanent.

The economic recession now -in
progress has not yet.reached the
end of its down-phase; but it has

. already shown a decline greater
than the complete downward

- movement of the last economic
recession, that of 1953-54, as meas-
ured by three of the most impor-
tant indicators available—the' fall

. in industrial production, the fall
in manufacturers’ sales and the
fall in employment.

These recessions ‘ certainly fall
far short of the economic devasta-

.. tion of the: Great Depression of
the 1930’s. Nevertheless, they
cause great and avoidable eco-
nomic losses, are responsible for
much human suffering, and—a
further important point which
may have escaped you, but which
~an outsider sees very clearly —
these recessions, even -though
. mild, do great harm to American
prestige in ‘other countries.

Communist and neutralist prop-
agandists throughout the world
will hasten to play up every
picce of unfavorable news, and
give to millions. of uninformed
people, who have little accurate
knowledge of the United :States,
the impression that the American
economy is crumbling. To thosc
who believe, as I do, that the pres-
ervation of world peace largely
depends upon the maintenance
of American prestige and influ-
ence throughout the world, this is
a very serious matter.

Could not these recessions have
been foreseen? And if so, could
they not have been avoided?

1 0 0

Causal Factors at Work

The fact that we can now fore-
se¢ these recessions; even par-
tially, means that we can ¢laim
to- have some - understanding -of
the different causes at work, and
of their relative importance. If
we wish to isolate a- single prin-
cipal cause, we can say that this
recession, like that of 1953-54 .and
of 1948-49, is primarily an inven-
tory cycle. To describe it a little
more fully, we can also say that
not only was there a somewhat
excessive building-up of inven-
tories, but also a building-up of
a 1backlog of . unfilled” orders.
These movements < ‘were more
marked in some stages of the
productive process than others,
and much more marked in the
durable than in the non-durable
goods trades. New orders, unfilled
orders, productive capacity, in-
ventory and sales all influence
each other, in a manner which
is exceedingly complex. We now
understand more of these inter-
relations than we did. But they
will probably never be simple
enough to be reduced to words.
The relationships will have to be
expressed in fairly complex
mathematical formulae, similar to
those which engineers use; and
the non-mathematical economlst

will be left out of the running.
Furthet research into these re-
lationships, which are clearly -of
vital and urgent importance, is

“From a talk by Dr. Clark before New

York Souety of Security Analysts, New
York City.

being pressed ahead as rapidly as
possible.

Although the present leccsslo_n
can. be described, as predomi-
nantly an inventory cycle, this is
not a complete description. There
is another element in jit, which
began quite early in 1957, namely
a decline in sales of capital goods.
As always happens on these oc-
casions, production in the capital
goods trades, in fact in all heavy
industry, has, for the time being.
declined much faster than sales,
This, however, is'a temporary re-
lationship,- which :will later be
reversed. The recovery of pro-
duction in these industries will
also be more rapid than the re-
covery of .sales, These relation-
ships are due to the -emptying,
and subsequent refilling, of pro-
duction pipelines.. There has also
been a decline, rather more rapid,
in residential construction. In-
dustrial and commercial construc-
tion, on ‘the other hand, has, on
the whole, held up surprisingly
well, Probably the basic reason
for this is the high rate of ob-
solescence now prevailing on old
bulldmgs, which become uneco-
nomic to operate, and therefore
have to be replaced.

mally, there has been some
decline in ‘the quantity of goods
and services purchased by ihe

Federal Government.

When first forecasting the pres-
ent recession, early in 1957, 1
thought at the'time -that it was
likely to continue well into 1959.
The events of 1957, however, for~-
tunately indicate some speeding
up of this process. . Inventory
cycles generally all take the :samd
form. - During -the years of good
trade there is a steady buildup
both of inventories and of un-
filled orders. Then, after business
has begun to' turn down, there
follows a shert and painful pe-
riod best described as one of
“involuntary inventory accumula-
tion.” Manufacturers and traders
are trying to dispose of théir in-
ventories, but goods from orders
placed in the recent past are still
being delivered, while sales are
falling. $So -inevitably they find
their inventories growing, dfor a
time, although ithey are trying to
reduce them. This period of in-
voluntary inventory accumulation
finished before the end of 1957,
and inventory reduction, the basw
necessity for recovery, began.
These figures of inventory reduc-
tion -are those which should be
watched most closely, to indicate
when recovery can begin.

Sees No Depression

The present recession is more
serious than that -of 1954. But let
me reassure you by saying that,
we ‘have ‘clear grounds for say-

ing, that nothing reseimbling the
Great Depression of the 1930’s is
likely to come about. What made
the depression which: began in
1929 so -disastrous were two othe1
economic factors,
realized at the time, both very
unfavorable then, and both fav-
orable now,

© fied - by a depression
- prices, of a world-wide nature,’

only dlmly ’

Farm Sector

The first of thesefactors is
farm prices. The depression -of
1929 was preceded and ‘intensi-
in- farm

which had begun as early as 1925.
Now, on the other hand, the
American farm: problem, which
has been with you for so many
years, at last appears to be -within
sight of solution. We. still hear

a great deal about surplus- stocks:

and about support prices; But;
after all, these only refer-to~a
limited number of commodities.
Many of the most important
American farm' products, particu-
larly livestock products, now- sell
satisfactorily on the free markect
— which should be the ultimate

. objective for all farm -products:
There have been great ‘improve= -
-ments in productive methods in

farming, but the movement. of
labor out. of farming has been
so rapid that since 1945 the gross
production” of American agricul~
ture has only been rising at about
1% per year, less ‘than the rate
of growth of population. ‘In the
case of farm products, deniand is
on the whole
cateh up with the supply.” Higher
prices for farm products—which
will ' inevitably = involve " further
wage demands on the part of in-
dustrial labor—are now m pros-
pect.

This improvement in the rela-
tive position of farm products:is
a world and not merely an Amer-
ican ‘phenomenon.- It is indeed
surprising how well world prices

-of agricultural prices -have stood

up ‘during the -present Tecession.
In 1941, I ‘wrote a book which

-T was rash enough to entitle “The .

Economics of - 1960” ‘making ~an
estimate of world markets at' that
date and forecasting ices . for
farm products - much’ higher, in
relation to the prices of ‘indus-
trial products, than they had been
before the war, largely because
of the expected entry of ‘Russia
into world markets as’a ‘seller.
of manufactured goods and as a
* buyer of farm products. . I think
that these predictions will be ful-
tilled, though perhaps not qmte
S0 eally as 1960.

But the -other factor, more im-
portant even than- farm ‘prices,’ is
that of population. About 1929
there was a serious slowing-down
in the rate of population growth
in the United States, and also -in
many other countries important
in world trade. This slowing.—
down in population growth in-
deed played an important part m
brmgmg about the fall in the
prices of farm products on.world
markets. It meant also a. very
heavy fall in the demand for
housing, particularly as the rate
of residential construction had
been exceptionally high in the
1920’s (in 1925 nearly one million
residences . were constructed, a
rate almost the.same as that of
the present day, "although the
United States then had 25%. less

population and 50% 1less real in--

come than now).- But the United

States has now entered a .new’

phase of population .growth, at a
rate which has confounded all the
experts of the ‘Census Bureau, ‘at

a rate of population growth ‘of -

131 % per annum, one of the high-
est rates in the world consider-
ably higher than that of India.’

Sees Recovery Before 1958 Ended

So, ‘to conclude, there are- a.

number - of  beneficial - factors,
which will pull the economy
upwards again. The recovery, so
“far as we-can ‘now see, will begin
before the end of 1958.

This still however gives. us no
grounds for treating the recession
lightly, for undue optimism.about
the near future, or for failing ;to
think in advance about the next
inventory recession, which_ may
be due some four or five years
hence:  Even in 1959, production
and employment will be below
what they might have been, and

- economic losses will be incurred

“they.-feel - themselves : short

now -tending- ‘to:
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which could have been avoided.

:A substantial tax remission, if it

‘had ‘been made some months ago,
might have prevented the' réces-
sion  altogether; it- would ‘hasten
the recovery if it were made-now.

Undue 'severity ‘-of monetary‘pol-

icy also contributed to ‘the re-
cession; neither: private families
nor-businesses ‘will ‘buy: readily il
of
‘cash;. Both the 1948-49 and 1953-
‘54 recessions were: mitigated-"by
such measures.-In 1954, not- only.
were tax remissions granted, but
also a very rapid increase in the
money. .supply, by 7%+ in- ninc

anonths.: In .the rcurrent recession -

there-have been ‘no such reme-
dial- measures; and .America - is
suffering more in consequence.

Suggests Quick Action:

It is the-duty: of economistsiand
of :all others'who understand*the
‘nature - of :these recessions not :to
remain silent, but to raise :as
much clamour.about them- as-pos-
sible, to. get them' talked- about,
and .to get. people ‘worried—in
fact,.I advocate the exact opposite
of the line which isbeing-taken
in . Washington. For- it’ is- .only
when business and public opinion

is ‘clearly moved, and the éleetors

are -becoming “anxious, that- the’

~average politician: will’ be willing

to-initiate -the necessary counter-

~measures. It is a natural tendericy

of all -governments, of whatever
political -party, to like to 'go--on
collecting . taxes. ‘They: will' not
relax: their 'grip-on-tax revenues
until a. real .movement:of public.
opinion compels -them to-do:so:
Finally, on the question of tax
remission, I-should, like-to say:
‘that I strongly ‘agree with: Pw
fessor Burns, in: demandmg ‘a‘tax
remission whxch -shall 'bé“not only
immediate, but also permanetrt ‘to
be. offset by economies- in “gov-
ernment expendlture as- soon as
business improves. ‘Though not’ so
heavily -taxed as Britain, ‘where
taxation takes 37% of ‘the-entire:-
mnet. national income, the' United

States, ‘where the proportion now

stands at over 30%, is also”an
over-taxed country. - The eco-
nomic health. of the country will
not be really satisfactory until the
ratio of taxation'to national’ in-

come. has been substantially re--

duced.. Although.I find that many
American - economists - disagree
with me, I am. convinced that ex-
cessive taxation, particularly too
high a rate of taxes on corpgra-=
tions, is the root cause, of the per-
sistent fall in the value of the
dollar, which has been going” on
ever since the war ended.. Busi-
nesses become all too ready.to in-
cur . increased costs ‘and wage
payments when they ﬁgur’e that
more than half.of any increase in
their costs will fall upon_ the
Treasury, and not upon their own
net .protits. The Federal Reserve
Board has followed, a‘well-meant
but mistaken policy of monetary
restriction in the vain hope that
they could thereby check this
persistent increase in. costs, which
is in fact due to other causes; and
the policy of ‘monetary. Testriction
has only served to agvravate the
mventory cycle,

Joins: Foster Bros., Weber
(Special to THE FINANCIAL CHRON 1CLE) -

TOLEDO, Ohio—Richard D..To-

polski has joined the.staff -of Fos-

ter Bros., Weber & .Co., 241 Su-
perior Street, members of the New
York and Midwest Stock  Ex-
changes.

John F. Wark -

John F. Wark, partner-in Mer-
rill Lynch, Pierce’ Fenner &
-Smith, passed away May 17 at the
age of 61. Mr. Wark was the first
employee of Charles E. Merrill &
Co., the firm’s earliest predeces-
sor company, joining them as
office boy in 1914. He became a

partner in 1940.

. Thursday, May 29, 1958

Transconlinental Gas
Pipe Line 45;% Bonds
-And $5.70 Pfd. Offered

Public offerings: of $25,000, 000
Transcontinental. Gas Pipe Lme
«Corp. ' 453%: first, mortgage pipe
line. bends-due’ 1978 -and 150,000
shares - of the . company’s $5:70
cumulative preferred stock’ were“
.made yesterday (May.: 28)- by
underwriting g r ou p's- headed'-
jointly by White, Weld .& Co. and
-Stone -& Webster Securities Corp, '
The .bonds ~are -priced at 99.25 /-
and -accrued interest, to' yield ~
4.68%. The preferred stock - i$7.
priced at $100 plus-accrued divi- "
dends per share,

Part’ of the net proceeds from
the financing will be applied to -
repayment ‘of -all of the company’s
outstanding -bank -loans, expected o
to'amount to*$34 000,000. The bal= ;|
ance of 'the proceeds will be used )
for construction.

The ‘company, estlmates that 1t "
will ' spend . approximately - $155,< .
000,000 after Dec. 31, 1957 to com=~
plete the -construction program -
scheduled at that date. The. pro< -
gram.. .includes- .three . principal -
segments completion of the“loop=
ing” of the original main: line
from  Louisiana. to New. . York
City “with larger. .diameter -pipe; -
construction of 445 miles of lateral -’
lines in southern:Louisiana. to fap .
new . gas. reserves;, and construc-
tion .to. 192. miles. of - line : from
pomts of connection with the main -
line in.New Jersey. to the Leidy
Storage . Field in north: central
Pennsylvania.

The: bonds wxll ‘have- the beneflt
of .an annual smkmg fund  which
will commence in 1962 and which -
-will retire appreximately.90%: of
the issue  prior-to maturity, - The
.company -may. redeem the newx
bonds optionally .at prices;ranging ‘.
“from: 105% to.100% -except thatmo .
redemption may.be carried out for -
five years as a part of a refund<
ing . operation’ involving the .in-
“curring ‘of debt with an interest
rate of -4.68%: or less. For the -
sinking- fund. the bonds w111 be .
redeemable at 100%.

The preferred ‘stock will be en-
titled: to'.an' annual ‘sinking ‘fund
amounting - to 2.5 shares for -each °
100 shares commencing with the
12 months- period endmg May 1,
1964, and continuing in-each' suc~
ceedmg 12 months’, period through
May 1, 1973; thereafter the annual -
sinking fund will be 5 shares for
each "100. shares of preferred
stock.

The company reported for the i
12 month period ending March 31,
1958 revenues - of $101,326, 852 :
compared with $89,689,567 for the_'
same .period -ending in 1957. Net
income for the 1958 period was
$15,978,680 ' against $12,830,749 -in -
1957.

Transcontinental owns and oper-
ates an interstate pipeline system
for-the transportation and sale of
natural gas. The main pipeline
system" extends '1,842 miles from
the Texas and ' Louisiana Gulf -

- Coast "to the New York-New

Jersey-Philadelphia metropollt’an‘
area. - -

Harris, Upham Adds
(Special 10 THE PINaNCIAL CHRONTCLE) *
OMAHA, Neb.—John Dimitroff
has been -added: to the. staff .of
Harris, Upham & Co., 1904 Farnam
Stleet *

Wlth John -A. Kemper

(Special to THE FINANCIAL CHRONICLE) ~ -,
LIMA, Ohio—August H. Plumpe
has become connected with John'
A. Kemper & Co., 121 West High
Street.

With Central States

MANSFIELD, Ohio— Rowland
C. Sponaugle is now with Central
States Investment Co., Walpark
~ Building.
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. guisés—a practice which is seri-.

ngns of Better Days Ahead
- For Railroad Industry

reserve fund.” The plan is similar
in purpose to that set up by the

erchant Marine Act-of-1936 ‘to
encourage ‘ship ‘construction; - It
contemplates that moneys set aside
in the .construction reserve- fund
would be deductible in computing

‘ederal income:tax, provided that
such funds are used -only for

the ' acquisition of “transportation®

equipment and facilities or for re-
duction of debt incurred in such
acquisition, -and provided further
hat amounts deposited in the fund
are-used for the intended purpose
within five years from: the d'\te of*
deposit.

Under thisproposal, taxes would
be deferred and not forgiven. ‘As
funds are withdrawn for the pur-
boses intended there - would be’ a
corresponding reduction “in " the
basis of the property acquired for
the: purpose of computing-the-de~
lpreciation of such property. Thus
the deferred taxes would-be ‘sub-
tantla]ly made up by increased
axes paid in future years. How-

ever, such a proposal ‘would tend
0 level out the peaks and valleys
of railroad expenditures for equip-
Iment and other improvements—to -
the: benefit not only of the rail-
roads and the industries' which
supply railroad needs, but also of
he’ shippers -and the' industries
hich supply railroad needs and
he national economy.

‘Twenty Years Depreciation

Another recommendation in this
field of depreciation charges arises
from the extremely long service
life: that is assigned to depreciable
railroad property for tax purposes.

'his service life averages 40 years,

hich means that only 2% % of
railroad -investment can be recov-

ered in depreciation charges each
lvear. Believing that it would help
railroad managements to make the
additions and betterments neces-
sary to meet the modern competi~
tive conditions, the Subcommittee
proposes to permit railroads to es-
tablish a 20-year life for depre-
ciable property as a maximum for
lax purposes.

Another recommendation — and
one. that is warmly. endorsed by
virtually .everybody, calls for-re-
peal of transportation excise tuxes
of 3% on freight charges and 10%
on passenger fares. The subject is
one which -comes before the Ways:
and Means Committee of the House
and the Finance Committee of-the
Senate, -but the Transportation
Subcommittee has expressed the
hope that repeal .of these taxes
will be approved.

, In the field ‘of rates and rate-
making, the Subcommittee makes
twe important recommendations.
The first has to do with competi-
tive ratemaking—a ‘subject’ as to
which there has been a vast deal
of misunderstanding. It has been
represented that railroads seek the
unrestricted right to make what-
ever rates they please—that this
in turn would lead to “a return to
the law of the jungle” and ‘“utter
chaos.” What railroads really seek
is not unrestricted ratemaking
freedom but only. that proposed
rates by rail may not be rejected
by the Interstate. Commerce Com-
mlssxon because they may ad-
versely affect another mode of
transportation. The railroads agree
that their rates must always be
reasonably- compensatory,-in the
opinion of the Interstate Com-
merce Commission, - and nondis-
criminatory as among shippers,
again in the opinion of the Inter-
state Commerce Commission. °

Some Concession

The Subcommittee did not adopt
the railroad’s recommendation, fa-
miliarly known as the “three shal]
nots,” but it did recommend that
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the Interstate Commerce Commis-
sion consistently follow the prac-
tice- of -allowing each mode of
Aransportation: to assert its inher-
ent advantages whether they be of
service'or of cost. This principle,

the ‘Subcommittee said, was -well

stated in the 1945 case New Auto-

mobiles in* Interstate- Commerce

(259 1CC-475), in-which the Com-

mission: concluded that “there ap- -

pears- no “warrant for believing

-that rail rates, for example, should

be held up. to a particular level to
preserve a- motor 1atL stludme,
orwyice versa.”

~Affirming- this’ mtel pretatlon by
the Commission,-the Subcommit-
tee  recommended ‘that the . only
amendment to be made.to the In-
terstate sCommerce ‘Act would be
to add.to Section:15(a), a nev’v
paragraph 3 as follows: .

“In-a proceeding involving com-
petition’ with another mode  of
transportation, the Commission, in
determining whether a rail rate
is lower than a reasonable mini-
‘mum rate, shall consider the facts
.and_circumstances attending - the
movement of . the traffic by 1a11—
road and not by such other mode.”

.While this:is not just what the
railroads proposed,’it: does repre=
sent a-distinct clarification of the
law and-the intent of Congress..

The othér rate recommendation
made: by the Subcommittee is de-
signéd “"to remove  discrimination
against interstate commerce
caused “by’ intrastate rates which
are out of .line with interstate
levels.. The Subcommittee’s pro-
posal would - make it possible for
the Interstate Commerce Commis~
sion to ‘act more expeditiously in
such cases’ and 'also clarify the
standards under which the Com-
mission ‘would determine what
constitutes'an undue burden upon
interstate commerce.

TYederal vs. State Autherity

The*Subcommittee proposes to
give "the Interstate Commerce
Commission jurisdiction inthe
field of discontinuance or changes
of railroad facilities and services.
At ' present the Interstate Com-
‘merce Commission may authorize
the entire 'abandonment of-a line,
‘but the discontinuance of particu-

lar: trains-or services.is a matter.

of “state “authority. The Subcom-
mittee believes that the Interstate
Commerce Commission should also
have authority in this‘field, in the
interest  of *having ‘a’ sound trans-
portation system -adapted to na-
tional ‘néeds” without “undue im-
portdnce being attached to matters
of a‘local’nature.”

The Subcommittee also gave af-
tention -to -the problems arising
from the exemptlon from regula-
tion “of motor * transportation - of
agricuttural ‘products. Originally
intended ‘as an aid to farmers in
the “initial movement of produce
to market, the exemption has been
expanded by judicial and admin-
istrative interpretation to include
a- great variety of products that
have received varying degrees of
commercial processing and to the
‘uanspmtatlon of such commodi~
ties in ordinary commercial chan-
nels beyond-the initial movement.
Believing ‘that this “trend should
be halted before the position of
all regulated carriers is more seri-
ously impaired, the Subcommittee
recommends a halt to further ex-
pansion-of the exemption and a
return to economic regulation of
the transportation of frozen fruits
and vegetables and imported agri-

© cultural:commodities.

The Subcommittee was con-
" cerned also over the growing
practice - of persons representing
themselves- to be private carriers
who actually engage in for-hire
transportation.under various

ously crippling the legitimate pub-.
lic carriers “upon which the na-
tion 'depends,” the. Subcommittee -
says.~ ‘The Subcommittee;  there-’
fore, has recommended that the
Interstate Commerce Act - be
amended to provide that no per-
son in any commercial enterprise
other ‘than ‘a duly authorized or
specifically exempt foi-hire {rans-
portation business shall transport

“propeérty by motor vehicle in in-

terstate or foreign commerce un-
less such tlanspoltatlon is solely
within the scope and in further-
ance -of a primary business enter-:

prise (other than transpmtatlon)

of such persons.
Such an amendment to the law,

the Subcommittee said, would not -

disturb in any way the “primary
business test”. contained. in the
Brooks. case. . That test, indeed,
would be written directly into the

* statute.

_ More Study Needed

,From this brief resume of the
prindipal” points of "its report; it
is obvious that the Senate Surface

"Transportation Subcommittee has

madé a comprehensive, thorough
and penetiating study- of the trans-
portation ‘situation. As the com-
mittée has pointed out, however,
there are long-range policy mat-
ters that “need extensive study
and recommendation {o the end
that appropriate legislation be
enacted to insure a sound national
transportation ‘system.” The Sub-
committee recommends that such
studies be made under the direc-
tion ‘of the Senate Committee on
Interstate and Foreign Commerce,
which would ‘be given authouty
to employ three highly qualified
experts for the purpose. The study
would go to -such fundamental
points as the need for regulation
uncler present day. conditions and
the -type and ‘characier of that
regulation; the“ownership of one
form of transportation by another;
Federal policy on the subject 01?
large-scale railroad consolidations
and mergers; the kind and amount
of railroad passenger service nec-
essary to serve the public and
provide for national, defense; and
—perhaps most important of a11--
the question of government assist-
ance to the various forms of trans-
portation and the desirability of a
system of charges for the com-
mercial use of publicly provided
and ‘maintained facilities.

Such a study, it would seem,
might well take up where the
present study leaves off.

. But whether there are to be
further studies, the fact that our
essential transportation is receiv-
ing such close and concentrated
attention is an encouraging. sign
of better days ahead—a time when
each form -of {ransportation will
have an equal chance to give the
public the benefit of whatever in-
herent advantages it may possess,
whether. they be advantages of
service or advantages of cost.
When that times comes, each form
of transportation will be permitted
to do that which it does best, all
factors of cost and service con-
sidered — and our observance of
Transportation Week will not be
clouded by the hovering shadows
of difficulties and deterioration.

Speed the day!

Now Wlth E. L Hagen Co.

(Speciul to Tre FgNANCIAL CHRONICLE)

- PORTLAND,7Oreg. — Marjorie

B. Hagen has joined the staff of
Edward 1. Hagen, 1705 Northwest
32nd Avenue. She was formerly
with Zilka Smither & Co., Inc.

_ With A. G. Becker Co.

(Special to THe FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif—Her-
bert J. Yates III, is now with A.
G. Becker & Co. Incorporated,
Russ Building.
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Sunday Selling Means S mlual
* Losses for Material Gams

By ROGER W. BABSON

Mr. Babson draws the line against retail sales on Sunday and

opines that the argument in favor of Sunday selling cannot’

compare with the spiritual harm in store for merchants and .
consumer-shoppers. '

There is. no one who wants to
see a prosperous America more
than I do. But if the only way to
more business is to convert Sun-

day into just
. another work

day, then

America. is in

worse shape

than I had
thought!

Peoplein

- puritanical

-New - England

“whereonly 1%’

- of 'the 'super-

markets. are’

. ogen. on Sun-
days are prob-
3 ) ak})lly unawartia:_
= ) 8
Roger W. Babson l;he‘sielc gxaﬁ{e(‘zs
are open Sundays in the Mountain
and Pacific States. In California,
stores of all kinds never close. The
real reason for this is competition
for the everlasting sales dollar.
There are a number of causes
for' the inroads the merchant is
making on the Sabbath: (1) The
long-term  pattern of business
from 9 to 5 gave way to wartime
needs when stores in certain man-
ufacturing areas remained open
evenings to cater to round-the-
clock defense workers. (2)  The
mass movement to Suburbia fol--
lowing the war radically -changed
consumers’ buying habits; it was
much more convenient to stay at
home and ' shop iff, Suburhia,
especially if the stores there re-
mained open nights. (3) When
competition for consumer dollars
stiffened, it was but a -short step
into Sunday from Saturday after-
noon—particularly in those parts -
of our country where Sunday Blue
Laws either are weak or receive
only token enforcement.

Is Sunday Selling Good for
Merchants?

That depends on who and where
you are! The now famous case of
Hess Brothers, Allentown, Penn-
sylvania’s largest department
store, points up one answer to this
question. . Last October, a large
discount house, “Two Guys from
Harrison, 1Inc.,” began drawing
away the Héss 'sales volume, Hess
Brothers finally threatened ' to
keep its doors open on Sunday,
too. Hess’ threat caused a Penn-
sylvania district attorney not only -
to fine the owners of “Two Guys
from Harrison, Inc.,” but also to

fine each of the 100 or so employ-

ees of the discount house for vio-
lation of a 160-year-old Pennsyl-
vania Sunday statute. This is one
side of a typical problem con-
fronting many communities today.

Another look, however, reveals
that more and more merchants
remaining open on Sundays count
on their Sunday sales to make the
difference between the week’s
profit and loss. These merchants

argue that times change, and with~

chéngmg timeés must come chang-
ing merchandising techniques. In
short, Sunday selling, they say,
has become a matter of economic
survival.

The Case Against Sunday
Selling

The very fact that so many fa-

| yvor Sunday selling is a reasonably

good index of how materialistic our
culture has become. The paths of
history are strewn with the wreck-
age of cultures that neglected
their spiritual development. The
place for our families on Sunday
is in God’s House, not in a Discount
House. Surely in a country where

J

the work week becomes con-
stantly shorter and leisure ever
greater, we ought to be able to
find a little time during the week
for reflection and splrltual regen—
.eration,

Parents, law enforcement of-
ficials, educators —all who work
with young people—aré concerned
with the many symptoms of mal-
adjustment: juvenile delinquency,
divorce, cheating, etc. But, these
are 1nd1catlons of a deeper prob-
lem: lack of adequate standards
and values.

Better Homes Needed

We parents need to bring: into
much sharper-focus the standards

‘of right and wrong, and we need

a philosophy of life much less ego--
centered and a lot more others
centered. Dare I say that most of

‘our youth are what our homes

have made them This is where the
Church comes in. Where, if not

‘in the Church and in the church-

oriented home, is the average
youth going to develop sound
moral and spiritual fibre?

As a businessman, T believe the
business communlty owes more to..
its constituents than just making
it easy for people to buy what
they want when they want it. The
balance sheet must be scrutinized
for spiritual losses that may do far
greater harm, in the long run,
than the immediate material gains.
We may need a “business depres—

sion” to’ blmg us to our senses— °'

‘and perhaps something more seri-
ous.

Gbasl Exchange
Explains Operations

The San Francisco division of
the' Pacific Coast Stock Exchange
has concluded a series of five
meetings with representatives of.
San Francisco banks at which Ex-

change operations were explained.

Seventy-five participants were
divided into five groups.. Each
group was addressed by . George
W.- Davis, Davis, Skaggs & Co.,
Chairman of the. Board, San Fran-
cisco Division, members of the
Exchange Staff, and a Specialist
Odd Lot Dealer on the -Floor of .
the' Exchange. After the lecture,
which lasted about half an hour,
-the groups were taken onto the
Floor where the detailed opera-
tions were explained by the
Chairman and Vice-Chairman of
the Floor Trading Committee,
after which each banker was as-
signed to a Spedialist Odd Lot
Dealer where the system of han—
dling odd lots and the specialist’s
functions were explained.

Joins Copley Staff
(Special to THE FINANCIAL CHRONICLE)
COLORADO SPRINGS, Colo.—
Vincent F. Assaiante has joined
the staff of Copley and Company,
Independence Building.

With Andersen, Randolph

(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo. — Richard W.
Haas is now affiliated with
Andersen, Randolph & Co., Inc.,
C. A. Johnson Building.

Midwest Exch. Member

CHICAGO, Ill.—The Executive
Committee of the Midwest Stock
Exchange elected John E. Munger .
of Chicago, to membership in the
Exchange.
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Watson of IBM
Governor of NYSE

Keith Funston, President of the
New York Stock Exchange, has
announced the election of Thomas
J. Watze~ ", President of Inter-
national Busi«
ness Machines
Corporation,
New York
City, as @a
Public Gever-
nor of the Ex-
change.

Mr. Watsen
succeeds
Charles E. -
Wilsen, for-
mer President
of General
Electric Com-
pany and for-
mer Chairman
of W. R. Grace ; ;
& Co., who is completing his
term as a Public Governor. Other
Public Governors are Frank Hugh
Sparks, President of the Council
for Financial - Aid to Education,
New York City; and John David
Biggers, Chairman of Libbey-
Owens-Ford Glass Co.,, Toledo,
Ohio.

.
T. J. Watson, or.

The office of Public Governor

was created in 1938 to bring: to
the Board of the Exchange a
closer understanding of the public
viewpoint and interest. The Board
is composed of 30 other Governors
representing -the Exchange com-
munity, including the- Chairman
and the President of the Exchange.

Bank Gredit Assoc.
~ Elect New Officers

At the meeting of the Bank
Credit Associates: of New York
held May 22, 1958, the following
Officers and Governors were
elected for-the 1958-59 term:

President: ' Francis D. Weeks,
Jr., Marine Midland Trust Co.;

1st Vice-President: = John J.
Battista, Swiss Credit Bank;

2nd Vice-President: Justin Mc-
Carthy, Industrial Bank of Com-
merce;

Treasurer:  Thomas E. McCul-
lough, Chemical Corn Exchange
Bank;

Secretary: Ramsey E. Joslin.

- Members of the Board .

Raymond "T. Bogert; Samuel 'W.-

Kearney; Henry Kees; Joseph H,
Scharpf; William - G. . Schetlick;
Grover A, Strauss.

NATIONAL OVERSEAS AND
GRINDLAYS BANK LIMITED

Almalgamating National Bank of India Ltd,
and Grindlays Bank Ltd,

Head Office: ;
26 BISHOPSGATE, LONDON, E.C.2

London Branches :
13 ST.JAMES’S SQUARE, S.W.1
54 PARLIAMENT STREET, S.W.1

Bankers to the Government in : ADEN, KENYA,
@GANDA, ZANZIBAR & SOMALILAND PROTECTORATE

Branches in:

INDIA, PAKISTAN, CEVLON, BURMA, KENYA,
TANGANYIKA, ZANZIBAR, UGANDA,
ADEN, SOMALILAND PROTECTORATE,

NORTHERN AND SOUTHERN RHODESIA,

1957 EARNINGS COMPARISON

FIRE & CASUALTY -
INSURANCE. STOCKS

_ Bulletin on Request

. .
Laird, Bissell & Meeds
Members New York Stock Exchange -
Memb A i Stock Exch
120 BROADWAY, NEW YORK 5, N, Y.
Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49 .
(L. A. Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks

Bank and Insurance Stocks

By ARTHUR B. WALLACE
This Week — Bank Stocks

.. The Hanover Bank, New York

This bank is the outgrowth by mergers of three large New
York institutions, the Central Trust Co., Union Trust Co., and
Hanover National Bank, It has operated since 1873 under Central
Trust Co.’s New York State charter, granted specially a number
of years previous of the enactment by the legislature of the state’s
general Trust Company Act. Hanover National, organized in 1851,
had absorbed three banks. Union Trust Co., dating from 1864,
‘merged with Central Frust Co. in June 1918; and in May 1929,
Central Union Trust and Hanover National combined under the
title Central Hanover Bank & Trust Co. This name was shortened
to the present title in July 1951.

The merger was logical. Unlike so many others in the period
it was not inade to attain greater asset size under single manage-
ment, but rather because the two banks tied in so well, Hanover
had been a bankers’ and correspondents’ bank, Central Union
Trust had a large part of its operations concentrated in trust and
in similar lines, There thus came into being an exceptionally well
integrated institution whose growth, since that time has been
steady and consistent.

At the time of the Central Hanover merger deposits were
$446,000,000. On Dec, 31, 1957 they were $1,576,000,000, an increase
of approximately 250%. Hanover continues to occupy a prominent
position with respect to its trust business. It operates nine branch
offices in Manhattan, a complete banking office in London, and a
representative in Paris. Two more branches are planned for New
York’s mid-town area. Its loans are to an important extent with
corporate customers, no retail or small loan business being con:
ducted. ¢

Statemenl of Condition — December 31, 1957
Assets ; Liabilities

Cash & due from banks. .. $500,5660,881 Capital $36,000,000
U. S. Gov't obligations_ ... 262,538,456 surplus ..~ 100,000,000
State, munic. & other r, 57,482,129 Undiv, profits 27,507,257
Leans g -~ 912,329,335 e
Real estate mor S 13,239,125
Banking bouses & equipment 12,207,001
Acerued int. rec...._.... ... 2,558,969
Customers' liah. on accep.-.. 45,144,526

$163,507,257
Reserves:
Taxes, int., ete...—...
Dividend payable
Acceptances, net ______
Deposits .. 2

8,781,238
1,800,000
45,903,232
..-1,576,068,695

$1,796,060,422 $1,796,060,422

Since the date of this statement, Hanover issued a stock divi-
dend of 111/9%, increasing the capital to $40,000,000; and the
shares outstanding to 4,000,000. The par value is $10 a share.

A breakdown of these assets into principal categories follows:
27.9% Loans = 50.87%
14.6 Banking houses and equipmen 0.7
32 Miscellancous assets 2.8

Following is a comparison of Hanover’s United States Govern-
ment bond portfolio for the past five year-end dates:

Cash
U. 8. Government cbligations_._
State, munic, & other securities

Maturities
Up to 5 Years  5to 10 Years
0%

Over 10 Years

“Due in five or more ycars.

There is also given a breakdown of. the bank’s sources of
gross income:
Interest & Dividends

Fees, Commissions
from Securities

and Miscellaneous
21%

Loan Iaterest

g0 back to 1948 we find that loan interest contributed
only 35% of gross income; income from securities was 41% and
commissions, etc., 24%. The last named item has remained fairly
close to the 20%-25% area; but loan interest grew with both
volume and with higher rates. Naturally, with the letdown in
vqlume and with the prevailing lower rates this loan interest ratio
will shrink somewhat; but it is to be doubted that it will go back
to the proportion of a decade ago.

Ten-Year Statistical Record — Per Share*
Book Operatirg Invested
. Value Earnings Assets
$32.63 $273
| 3330 291
34.04 312
34.62 322
35.52 321
36.56 339
¢ 337
345
335
323

% ~—Price Range—,
Dividend High Low
2473
26Y2

1948
1949
1950
1951
1952
1953
1954
1955
1956
1957

28Y%%
35%
34Ya
36%a

1.58
1.80
“Adjusied for capital changes.

There are three outstanding facets to this tabulation, first the
doubling of operating earnings; secondly, the marked increase in
dividend; thirdly, the fayorable treatment of the stockholder, for
he received the following stock dividends if he held the stock
throughout the period: 1951, 14 2/7%: 1954, 12% %; 1955 111/9%
and a two-for-one split; 1956, 20%: 1958, 111/9%. And the stock
remained on, in effect, the same dividend rate.

The shares are on a $2 annual basis, which has been the ra-te

that ‘-has been maintained since the two-for-one split. Previous -

to that, $4 was paid.

At the present price of about 421 the yield is around 4.70%.
The $2 payment is only 48% of operating earnings; and in 1957
about 9.2% was earned on the year-end book value. The stock is
now selling at approximately 10.2 times 1957 operating earnings.
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Monetary Policy in a Recession

grown up in the preceding two or
three years—imbalances in costs,
prices and incomes, in the expan-
sion of capacity in relation to cur-
rent demand, in our foreign trade,
and perhaps in the debt structure—
and which together made a period
of adjustment inevitable.

Now, 1let us consider what
monetary policy has done to cope
with this state of affairs. As you
know, our influence is exercised
largely through = affecting the
availability and cost of credit
through actions affecting the sup-
ply and cost of bank reserves.
Oddly enough, for a number of

. weeks after our policy changed, it

was the fashion to say “Yes, it is
true that interest rates have
dropped sharply, because of ex-
pectations of future developments
in business conditions and Re-
serve policy, but really the Fed-
eral has done very little.” Actu-
ally, open market operations were
then doing their job of easing the
banks’ reserve position by more
than offsetting the seasonal strains
of the year-end, and by doing
much less than in other years to
offset the seasonal additions to
reserves early in the new year.
Subsequently, these operations
have been powerfully -supple-
mented by a series of reductions
in required reserve ratios (which
released nearly $1.5 billion of re-
serves) and by three further re-
ductions in Reserve Bank discount
rates.

Describes Extent of Credit Ease

Have we gone far enough to get
the desirable degree of credit
ease? Well, the member banks
throughout the country, instead of
having net borrowed reserves of
about half a billion dollars,  as
they did during much of last year,
have had free reserves of half a
billion dollars or more in the last
few months—a swing of about $1
billion in the figure which is per-
haps most frequently used as a
measure of pressure, or lack of it,
in the banking system. This statis-
tical measure represents the dif-

ference between member bank _any cyclical swing in rates, short-

borrowings and excess reserves.
With excess reserves a relatively
stable quantity, the swing has
been due largely to a drop in bor-
rowings at the discount windows
of the Reserve Banks from around
$1 billion to a -little over $100
million.

Perhaps it would be well to note
in passing that the total of mem-
ber bank borrowings has respond-
ed as it should, in “classic” fash-
ion, to the “Fed’s” activities. At
first glance it might be thought
that with four cuts in discount
rates since November, we would
expect to have stimulated great-
er, not less, use of the discount
window, but that is not the way
discounting works. Banks borrow
from us mainly to cover tempo-
rary deficiencies in their reserves,
and their needs for borrowing are
much less frequent when bank
reserves generally are not under
pressure, The discount rate re-
ductions represented support and
confirmation of the open market
operations and the cuts in reserve
requirements which have made
reserves available and have made
borrowing at the “Fed” virtually
unnecessary.,

The most significant indication
of the effectiveness of the change
in Federal Reserve policy is the
fact that, over.and. above the tre-
mendous swing from net borrowed
to free reserves, member banks
had enough additional reserves to
be able to expand their earning
assets and their deposit liabilities
by several billion dollars. In this
way the banks have used several
hundred million dollars of the re-
serves released by the lowering of
vercentage reserve requirements.
Thus the fact that member bank
reserves are now lower than a

year ago does not mean that there
has been a corresponding contrac-
tion in the money supply. On the
contrary, the money supply in the
form of demand deposits, season~
ally adjusted, has been increasing
at the rate of nearly $1 billion a
month since January.

Statistics on changes in bank
loans and investments: since Oc-
tober also. throw light on the
profound alteration which has oc-
curred in the bank’s position. To~
1al loans and investments have.
risen] by $7 billion, as compared
with'less than $215 billion in the
corresponding period of 1956-57
and $1 billion in 1955-56. With
demand for business loans shrink-
ing, the greater part of the in-

‘crease has been in' investments,

chiefly in U. S. Government sccu-
rities, but with a substantial in-
crease also in other securities and
in loans to carry dealers” increased
holdings of securities. According-
ly, we have witnessed a very con-
siderable improvement- in ~the
liquidity of the banks, and along
with it has come a gain in liquid-
ity for others than banks as they
have received cash directly or in-
directly from the banks’ security
purchases, The loan-deposit ratios
of banks, often looked upon as a
rough measure of bank liquidity,
have dropped since October from
66% to 61% in the case of the
New York City banks, and from
55% to 52% in the case of banks
outside of New York. Granted
that these loan-deposit ratios are
still far above those of 1954, we
have clearly made headway in

restoring a good-deal of ‘the li-

quidity that was lost during the °
period of restraint—and I hope,
and believe, that the banks are
much better disposed now than
six months ago. to seek aggres-
sively to meet all sound demands
for credit.

Interest Rates & Capital Markets
Another major result of the

-change in Federal Reserve policy

has been its effect on interest rates
and the consequent stimulus to the
capital markets. As is usual in

term rates have fallen much more
sharply than long-term, although
even in the latter the decline has
been very substantial. ' Undoubt-
edly, an important factor pre-
venting a steeper drop in long-
term rates has been the very
Jarge volume of new - corporate
and municipal securities that
have been brought out in response
1o the more favorable market
conditions,  Of course this- has
been a very healthy development
which we have welcomed, as the
corporate financing has helped to
improve business liquidity and
the municipal issues have contrib-
uted to the financing of expend-
itures which have provided a
partial offset to recessionary tend-
encies. -

Long-term interest rates, hav-
ing started down from a amuch
higher level than was reached in
1953, are still considerably above
the levels reached in 1954 in spite
of the sizable drop since last
autumn. The significance of any
particular rate level is not always
the same in all circumstances,
however, The important consid-
eration in present conditions is
that money and capital should he
readily available; that no sound
cconomic project should be de-
ferred or dropped because funds
are not available on reasonable
terms. The necessary condition is
that rates be satisfactory to bor-
rowers and, at the same time, ac-
ceptable to investors. It is that
broader complex, and not just
rates as such, which we try to
keep in view in the development
of credit policy.

Funding of Treasury debt ear-
lier this year probably tended, at
least in some degree, to slow the

jgitized for FRASER
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rate of decline in long-term rates
and, with another large refund-
ing" in- immediate  prospect,. the
Treasury now- faces the difficult
problem of whether to include a
long-term issue.:The- dilemma
faced by the Treasury at times
like this is how best to reconcile
the need for improving the ma-
turity structure of the debt with
the desire to' avoid serious inter-
ferénce’ with- other desirable fi-
nancing. . -t :

It seems to me . that the devel-
opments of recent months refute
pretty ‘effectively the old allega-
tion that monetary policy, ef-
fective. though it ‘may be in
checking a boom,: is" helpless to
combat recession. “The fact is that
the banks do largely use any re-
serves which are made available
to them to make additional loans
or investments, and in so doing
contribute ‘substantially  to the
supply of investible funds, with
marked effect on the strength of
the capital markets.. Naturally I
am_not claiming that monetary
policy alone can create eager hor-
rowers nor that it can provide all
the stimulus needed. to pull the
country out of a recession—but it
can be of tremendous help and is,
in fact, an indispensable element
for resumption of - economic
growth,

- More Uniform Reserve
Requirements

I.would like to: emphasize that
.there is no electronic computer to
‘tell us-exactly how far-we should
go in this process-of easing credit
conditions. After all the obtain-
able statistics are accumulated
and studied, it.-is -still largely
judgment which the central
banker must use-in deciding how
far or fast to move. We must at
all times be mindful of the “feel”
of the money and capital markets,

and the geographical distribution.

of reserves, so that there is not
undue tightness in' either the
“money centers or in other parts
of the country.

Incidentally, the-action of the
Board of Governors. in reducing
central reserve city bank reserve
requirements more sharply than
those of reserve city bank re-
quirements, and the latter more
sharply than country bank re-
quirements, has not only helped
to reduce. an inequitably wide
spread between requirements, but

“has also tended, along with other
measures, to prevent the appear-
ance of a degree of tightness in
the larger . cities which would
have been inconsistent with our
general policy of monetary ease.

As has often been said more
eloquently than I can, monetary
policy must always seek to tread
a ‘narrow -and- at -times difficult
path between the objective of
steady .economic growth and the
objective. of price stability. The
replies a month or two ago by the
Reserve Bank Presidents fo the
questionnaire sent to them by
Senator Byrd, set forth in consid-
erable detail reasons why we be-
lieve that these two objectives are
consistent in the long run. But
we also recognized that there may
arise isubstantial inconsistencies
in the short run. We have been
criticized for easing money too
much by some observers who be-
lieve in fighting inflation at all
costs, and we have been criticized
for being tardy or niggardly by
those who believe we should be
more mindful of the growing sup-
ply of unused human and material
resources in the country.

Fears Recession More Than
Inflation

The {irst group have iended to
point to the continuing increase
in some price indices, notably in
the consumer price index, as call-
ing for continued restraint. Yet
I am quite clear in my own mind
that during recent months the im-
mediate dangers of recession had
© come to outweigh very clearly the
immediate dangers of .inflation,
and they still outweigh them.

Granted that we may again be
faced with a problem of fighting
inflation after we emerge from
the current recession, I think it
would have been inexcusable to
let this consideration prevent our
doing all that we could reasonably
do to combat the recession and to
provide an atmosphere of money
and credit ease conducive to re-
covery. . :

Even though there are some
signs that the bottom of the ye-
cession may be near, we ‘cannot
look with equanimity on current
levels of unemployment or on the
possibility of an increasing spread
between actual output and the
country’s growing’ Tesources of
labor and capital equipment. Nat-
urally I hope and expect that we
in the Federal Reserve System,
and the country in general, will
have . the: sense and courage. to
recognize the need for a change of
monetary policy when it comes.

One serious problem is the ade-
quacy of our statistical tools, on
the basis of which important na-
tional policies must, to a consider-
able extent, be decided. An ex-
ample is the consumer price index
which is one of the principal
measures used in connection with
our objective of attaining price
stability. In spite of all the skill
and’ care used in preparing {his
index, the question still remains
whether it gives us an accurate
reading as to the true cost of
living for the average American
family. Without attempting to go
into all aspects® of this subject, I
might merely point out that, in
the view of many economists, the
index may not take sufficient ac-
count of improvements in qual-
ity: it represents a fixed “market
basket” and cannot give recogni-
tion 10 the consumer’s ability to
make substitutions when certain
prices rise; and it probably fails
to give adequate weight to all the
discounts or price reductions ac-
tually available at the retail level
under present conditions. Simi-
larly, many of our other statistical
series are subject to substantial
reservations.

Closely related to this matter
of the adequacy of our statistical
tools is another question which
is often raised. Why cannot the
monetary  authorities forecast
more effectively and anticipate
needs for policy changes, instead

of waiting until a business trend

has become fairly obvious? The
answer, I think, lies in the ab-
sence of conclusive statistical
measurements even of present
conditions, let alone of future
conditions. Many of our statistical
data tell us only what has hap-
pened some weeks previously, not
what is happening now nor what
will happen tomorrow. There are
some so-called “lead” series which
may give a clue to the future of
other series, but I would stress
that it is only a clue; that the sta-
tistical history of business cycles
is full ‘of false starts, both upward
and downward. So there must
always be an element of tentative-
ness in our approach. We can
never go “all out” at the first sus-
picion of a trend, but must pa-
tiently watch and probe and re-
appraise, intensifying our efforts
or pulling back as additional evi-
dence becomes available.

Suggests Supplemental Selective
Credit Controls

Another problem has to do with
the instruments of credit control
at our disposal. By and large the
Federal Reserve System has relied
on very general credit controls—
control of the total money supply
and aggregate bank credit—with a
minimum of interference with the
market’s allocation of credit and
resources to the various segments
of the economy. This is as it
should be in an economy which
relies for its motivation primarily
on market forces and freedom of
enterprise. In keeping with this
philosophy, the System has ap-
plied restraint only when the ag-
gregate of demand was tending
to exceed available supply at

‘Torces.

stable. prices, and when aggregate
credit demands were running
ahead of savings. .Yet there have

been occasions when imbalances”

have developed in particular sec-
tors which may have contributed
strongly to ultimate imbalance of
the whole economy. Such specific
imbalances might involve the pro-
portion of output going into in-
vestment as against consumption,
or the proportion going into some
major industry or industries, un-
der the stimulus.of unusually
rapid expansion of particular
types of credit.

Conceivably, monetary policy
might have done better to supple-
ment its general credit controls
with some more selective controls,
especially in the area of consumer
credit, designed to check particu-
lar distortions before they had
gone oo far. As I recently wrote
1o Senator Byrd, there exists no
burcaucratic urge in the Federal
Reserve System to administer
such controls—quite the contrary.
But it is quite possible that the
supplemental use of some selec-
tive controls (over and above
margin requirement regulations,
which constitute the only selective
control currently exercised by the
System) may prove useful at
times in helping to achieve our
goal of steady economic growth.

I hope I have made it clear that
I believe there is a great deal
which monetary policy can and
should do to combat recession.
But, while I think our record in

| the past few months in this regard

is pretty creditable, I have some
misgivings over the tendency of
the nation to place too great a
burden on monetary policy — to
expect too much of it. There were
times during the 1955-57 boom

when fiscal policy -could-have'con-’

tributed more strongly than it did
to the checking of inflationary
‘More recently serious
questions have been raised as to
ithe extent to which fiscal policy
might help in the efforts to com-
bat recession and to promote re-
covery. Moreover, the actions of
labor and management in the area
of wages and prices can be at least
as imporiant to ultimate recovery
as anything that may be done
through monetary or fiscal policy.

Beiter Iniernational Economic
Ties

So far I have spoken of our
economic problems as  if the
United Slates were living in an
isolated world of its own. We all
know how far this is from reality
and how important our relation-
ships with the rest of the world
are. As a matler of fact, the rest
of the world is not hesitant to ac-
cuse us, from iime to time, - of
giving too little thought to the
international effects of our inter-
nal policies. Perhaps an extreme
example of this is the advice we
sometimes receive to let “ a little
inflation” occur in this country, so
that foreign countries with some-
what shaky exchange rates and
more sharply rising unit costs may
escape a major exchange crisis. I
can sce no justification for such a
plea. We in the Federal Reserve
System are determined to do all
we can to resist inflation, either
slow or rapid, in this country,

On the other hand, it is clear

that we must do our best to avoid
exporting recession to other coun~
tries. This is merely another way
of saying, as has been said so
often, that the most useful con-
tribution we can make to world
prosperity is to see to it that
steady economic growth, with rea-
sonable price stability, is achieved
in our own country. I believe our
responsibility in this regard is
greater, perhaps, than it was in
the last recession of 1953-54, for
at that time Europe and other
areas were surging ahgad so
strongly that a minor dip in our
own ' activities was hardly felt.
That momentum has recently di-
minished, in most foreign coun-
tries, so that they may be more
sensitive than they have been in
several years to economic tenden-

cies in the United States. Fortun-
ately there is ground for hope that
we shall not let matters go so far
it this country as to constitute a
serious threat to the economies of
our {riends abroad.

It seems to me that all of us
who are interested in the develop-
ment of ever stronger economic
ties between the major trading
nations of the world can derive a
good -deal ‘of -satisfaction from
events of the last few months. For

one thing, - sterling,  which was -

subjected to. such a powerful
though misguided speculative at-
tack last summer, has made a re-
markable recovery, primarily be-
cause of the United Kingdom’s
demonstrated -determination to,
take such - internal measures as:
were called for to preserve its
strength as a leading international
currency.. I am thinking also of
the tendency in recent months for
the total monetary reserves of
foreign countries—gold and dol-
lars—to - increase again, after a
pause in their growth during 1957,
Although this pause in growth re-
flected in part the unusual de-
mands for American products
growing out of the Suez crisis and
foreign crop difficulties, a large
part was simply due to excessive
internal demand in many foreign
countries brought about by failure
to check domestic inflation,. The
recent tendency for foreign mone-
tary reserves to increase is attrib-
utable, at least partly, to a more
effective control of inflation in a
number of major foreign coun-
tries, which we may rightly ap-
plaud.

Endorses Gold-Dollar Fixed Ratio

To some extent the growth of
reserves abroad has taken the
form. of purchases of gold from
the United States. These purchases
have been quite heavy in the last

few months, and the total so far’

this year has been of about the
same order of magnitude as the
sales of gold to the United States
in all of 1957. Similar large gold
movements have occurred from
time to time since the war, and
to me they are a decidedly healthy
sign, showing that the internation-
al gold standard (a gold bullion
standard, supplemented by a dol~
lar exchange standard to the ex-
tent that dollars have been used
as a reserve currency) is working
as it should work. Gold and dol-
lars are, and I am sure will con-
tinue to be, interchangeable at the
present fixed price—subject only
to minor handling charges in this
country and the very limited
swings in the London gold mar-
ket. )

Even -after the recent gold
movement, the United States still
holds almost $22 billion worth of
gold, or 56% of the free world’s
monetary gold stock. It would not
be in the interest of world finan-
cial stability if this country were
always to gain gold at the expense
of the rest of the world. We make
a crucial contribution toward the
effective operation of the inter-
national financial and monetary
system by standing ready to sell
our gold at the same price at
which we bought it, and by thus
keeping stable the key relation
between gold and the dollar.

The strengthening of this inter-
national gold standard must al-
ways be of tremendous interest to
the Federal Reserve Bank of New
York, acting as we do ag the prin-
cipal arm of the System in hold-
ing dollar deposits, investments
and gold for the central banks
and international financial insti-
tutions of the world. But I believe
it is of virtually equal interest to
the entire System and indeed to

the entire country; for there is no'

escaping the fact that internal
stability and external stability are
inextricably intertwined in every
country of the free world, includ-
ing the United States. I trust that
we in this country will always
have in mind the need for keeping
our own house in order, and for
pursuing policies with respect to
foreign trade and investment, as
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well as with respect to money and
credit, which will contribute to
the healthy and growing world
economy we all seek. ’

City of Oslo, Norivay
Bonds Offered in U. S.

.. Public. offering . of $11,000,000

City of Oslo (Kingdom of Nor-
way) bonds comprising ‘$8,000,000
of 5%% :sinking fund external
loan bonds. due June“1; 1973 and
$3,000,000 of 47 % serial ‘external
loan bonds 'due in equal amounts
on June. 1, 1960, 1961 and 1962
was made  yesterday (May 28).°
The serial bonds were offered
jointly by Kuhn, Loeb & Co,
Harriman Ripley.” & Co.,. Inc.,

Lazard Freres & Co., and Smith,

Barney & Co. and the sinking
fund bonds by an underwriting .
group headed by these four firms.
Interest and principal are payable
in United States dollars. The of-
fering is the first to be made in
this country by a Norwegian mu-
nicipality since World War II.

The sinking fund bonds are
priced at 97%% to yield 5.75%
and the serial bonds at par, both
plus acerued interest.

Annual sinking fund payments,
commencing in 1963, will retire
the 1973 issue by maturity. This
issue is optionally redeemable be=
ginning June ‘1, 1968 at prices
declining -from 102% to- 100%
during the last year.

Net proceeds from issuance of
the securities will be added to the
foreign exchange reserves of the
Kingdom of Norway and the Nor-
wegian kroner equivalent of the
proceeds transferred to the City
of Oslo. The latter will loan the
funds  to the Oslo Electricity
Works, a municipal enterprise
which supplies the City with its
entire electricity requirements, to
be used to finance in part com-
pletion of Hemsil Hydro-Electrie
Power Development Project. The
project will provide the City of
Oslo, by-the end of 1960, with an
additional 152,000 - kilowatts of
installed power.

Application will be made to list
the sinking fund bonds on the
New York Stock Exchange.

Marcus Goodbody

Marcus Goodbody, senior part-
ner of the New York Stock
Exchange firm of Goodbody &
Co., passed away May 26 at the
Greenwich Hospital after a short
illness. He was 81 years old.

Mr. Goodbody was born in
Ireland and came to this country
in 1885. Except for a short time
spent in St. Paul, Minn., in railroad
work, Mr. Goodbody’s entire busi-
ness life was spent with the firm
of Goodbody & Co., 115 Broadway,
New York. He was first employed
there 60 years ago when the firm
was known as Robert Goodbody &
Co. In 1902 he became a partner,
in 1911 a member of the New
York Stock Ex<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>