ESTABLISHED 1839

\/ Kol Y
N ERIGAN

MERCIAL and=—
HRONICLE

Reg. U. 8. Pat. Office

Volume 188 "Number 5772

New York 7, N. Y., Thursday, August 28, 1958

Price 50 Cents a Copy

‘ EDITORIAL

As We See It

Congress has this year sent to the statute books
legislation which will necessitate very consider-
ably larger Federal expenditures not only this
and the next fiscal year but for several years to
. come. It has likewise raised the “debt limit,” as
indeed it had to do as a result of its own extrav-
agance and the declining rate of tax collections.
Presumably members now go home well pleased
with most of these enactments, and ready to ask
confidently for voter support on the strength of
them. The President has had some things now
and then to say about the rising tide of govern-
ment outlays, but does not appear to be Dartw-
ularly concerned about the trends that have de-
veloped within the past year. So far as can be
detected in public utterances or other indications,
the rank and file of the people are about as in-
different—or is it resignation?—to it all as arc
the politicians.

It is a disheartening state of affairs. A situation
already serious will grow critical if much longer
neglected. It is time we—all of us—stood back
and took a long, long look at this debt. situation.
particularly public debt—and most particularly
Fedecral debt. Should we fail to do so we shall
certainly have good cause ‘to regret our failure,
since it is only an aroused public opinion that ¢an
call a halt to these economic sins of the politicians.
The fact that private business and individual con-
sumers have often forsaken prudence in the con-
traction of debt in no way renders harmless the
‘growth of the debt of the Federal Government
or for that matter of the state and local govern-

Continued on page 20
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Means ior Mointaini‘ng
- Economic Stability

By YALE BROZEN*
Professor of Economlcs, School of Business
The University of Chicago

Maintenance of low levels of unemployment without
administered price and wage controls is_said to require
cautious money supply growth to avoid too abrupt mone-
tary change usually used to meet exigencies of inflation
and recession and, also, the restraining of - continued

- upward wage movement after- employment has turned

down. In pointing this out, economist Brozen attributes
unemployment to lack of stability in and slowing off of
money supply growth and to rising wages as prices and
productivity level off and/or decline. - Offers. proposals
to bring about synchronous real wage-productivity trend.

Generally, when we talk about maintaining economic
stability, the central variable to which we: direct our
attention is the level of unemploy-
wprmesiasgy: ment. (We, of course, prefer a low
level of unemployment rather than
a stable quantity at any other level.)
Secondarily, we may be interested
in stabilizing price levels. Other
variables, such as per-capita incoms,
employment and. national product
are expected to grow rather than
remain stable, I will, therefore, focus
attention -in 'this. paper on-the prob-
lem of stabilizing unemployment at
a low level.

- A variety of means ranging from- -
monetary, ,and tax structure

ll\(.dl
pohue to price ‘and wage controls
of either the administered type or
the market type (control of prices
and ‘wages by competitive market forces), may be used
to keep. unemployment low. Since we usually have

Continued on page 20

*An address by Dr. Brozen before the American Farm Economic
Assn. and the Canadian Agricultural Economic Seciety, Aug. 21,
1958, Winnipeg, Canada, which will also appear in the “Journal
of Farm Economics.” o

Prof. Yale Brozen

SECURITIES NOW IN REGISTRATION—Underwritérs, dealers and investors in corporate
securities are afforded a complete picture of issues now registered with the SEC and poten-
tial undertakings in our “Securities in Registration” Section, starting on page 30.

The Promise of the Future

By HARLOW H. CURTICE*

Reliring President, General Motors Corporation

On the occasion: of General Motors 50th or “Golden
Milestone. Anniversary,” Mr. Curtice forecasts for the
industry “domestic new ‘passenger -car sales reaching:
approximately 574 million " in 1959, as :compared to'
4.3 million in 1958, on.the assumption’ of present busi-. .
ness upturn’s continuance during last half of this year
and increased upward momentum throughout 1959. The
motor industrialist: reviews economic signs of business
revival, explains basis for postulating long-term growth,
and points out important chain reaction effect increased
‘auto’ production -has ‘on the entire economy. Praises
climate of free,. competitive economy; counsels there
must be incentives to attract investment capital; and
defends annual :automobile model changes.

We have enjoyed the healthy, growth-conducive cli-
mate of a free, competitive ‘economy. In vying aggres-
sively for success in the market
place; we have had to do an increas-
ingly better job for ‘the customer.
Companies that failed to do this
have been voted out of existence.

Such vigorous  competition has
found ~expression in''the annual
model change, a most ‘important
factor in the progress of our-industry
and of General Motors.

The annual model change, while
greatly misunderstood, is what dis-
tinguishes us.from. .the people of
other countries. It represents - our
desire for progress.. It is my con-
sidered opinion ~ that the annual
model : change has beep the most
important single factor responsible
for the growth and vitality of our industry. It has made
possible an aniinal volume of sales that could never have
been achieved had cars remained in the hands of their

Continued on page 23

*An address by Mr. Curtice in response to “Suluse to GM” celebra-
tion of General Motors’ 50th anniversary, Flint, Mich,, Aug. 15, 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 advuory field from all sections of the country

participate and give their reasons for favoring a particular security. D Giorgio Fruit Corp. Derwood,

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

DERWOOD S, CHASE, JR.

Investment Counsellor
Charlottesville, Va.

Di Giorgio Fruit Corporation

The search for companies
which promise to increase their
values fast enough to outpace in-
flation leads me to the selection
of Di Giorgio
Fruit,

A combina-
tion of under-
valued assets,
improving
earning
power,and
liberal yield
make this in-
vestment at-
tractive,
Investors par-
ticipate in.di-
versified Cal-
ifornia and
Florida agri-
cultural oper-
ations - includ-
ing  grape, citrus, plum, pear,
asparagus, tomato, cotton, and
potato plantings. Since incorpora-
tion in 1920 as a fruit producer,
management has realized a high
degree of mtegratlon and opera-
tions now include wine processing
and distribution; fruit and vege-
table packing; lumber, crate and
box production; and part owner-
ship - of several major eastern
auction markets.

. The 1956 purchase of the Santa
Fe Vintage Co., means acquisition
of well-known wine labels here-
tofore confined to California but
offering good potential for na-
tional distribution. As the secon
largest distributor of wine, . by
volume in California, this divi-
sion improves profit stability
which heretofore was subject to

volatile bu}k wine prices.

Tree - Sweet products (98 %
owned) provides Di Giorgio with
a well-known citrus label. (33,000
shares were issued for additional
interests in| May ’58). TheeSweet’s
single strength canning capacity
was- augmented by a frozen con-
centrate plant, finances have been
strengthened and Di Giorgio now
has a good outlet for its Floridd
citrus crop.

Di Giorgio’s net sales increased
from $11,570,000 in 1948 to $20,- ©
690,000 in 1957. (About $28,000,000
consolidatihg TreeSweet). 1957
earnings were $722,548 (excluding
capital gain on Florida property
sale) or. $1.27 per share, an in-
crease of 12% over 1956 and the
fifth consecutive annual increase
in net profits from operations.

. Derwood 3. Cnase

Recent acquisitions and expansion ¥’

add considerably to earning po-
tentials.

There were 544,115 common
shares outstanding on Dec. 31,
1957 including class A and non-
voting B shares. Management has
considered listing the stock on a
national exchange, but has not yet
made a decision. Both classes are
traded on the Pacific Coast Ex-
change. While management and
family own a substantial mmorlty
of the stock, the majority is in the
hands of about 5,000 public stock~
holders.. When - the Joseph . Di
Giorgio estate wanted to liquidate
17,333 shares in 1953, the Com-
pany itself purchased the stock
“in the 'best interests of all
stockholders.” In contrast with re-
cent sales by “insiders” of many
corporations, S.E.C. reports reveal
no sale of Di Giorgio stock by
Officer-Directors for over a year
prior to May 11, 1958, while in
March and April, 1958 two di-
rectors bought a total of 600 non-
optioned shares

The current $1 d1v1dend paid
since 1954 was adequately sup-
ported by 1957 cash flow of about

$3 per share. Some dividends were’

paid every year since 1945.
Finances are strong. At year end
the current ratio was 4.2 to 1
with net working capital of $6,-
568,000. Total assets of $26,252,332
and book value of $32.28 per
common share appreciably under-
value real estate and other assets.
For example, the 45.5% owned
New York Fruit Auction Corpora-
tion is' carried on the books at
$501 yet paid Di Giorgio $112,830
dividends last year.

Other plus factors include*the
possibility that worthwhile = oil
deposits might be found. The
company has leased over 1,800
acres in Kern County to two oil
companies. In 1957 four wells
were drilled, two were dry holes,
two produce oil in minor quan-
tities.

Since much of Di Giorgio’s 21,~
000 acres are adjacent to valuable
residential and industrial real es-
tate there will undoubtedly be
additional land sales as favorable
opportunities arise. If the-1956
sale of Florida acreage is any in-
dication these holdings may " be

carried on the books at .about 10%°

of their potential value. Book
value of the 1,500 acre Peters
Farm was about 7% of the $4,-
400,000 sales price. The company
accepted a mortgage for part of
the sales price which is due on or
before Dec. 27, 1962, and will re-
sult in additional capital gains of
$4 per share after taxes.

The 1957 ¥lorida tomato  crop
was severely damaged by frost,
but their citrus groves located in
the Fort Pierce area suffered very
little damage. Almost half Di
Giorgio’s farm acreage is devoted
to the California grape crop, its

largest. single income . producer..

This year’s crop is expected to be
a good one. Wholesale prices on
dessert wines were recéntly
boosted to- the highest price 'in
eight years. Heavy bidding ex-
pected - from -raisin and - wine
makers for this season’s.  6%"
slimmer- griape crop sheuld augur

well for Di Giorgio plOfltS While

the TreeSweet division is oper-
ating ahead of last year, a major
contribution to earnings may. be
deferred until 1959." With. most

margins generally improved, 1958 :

earnings from. operations should
increase substantlally over

exceeding $2. Under favorable
conditions net earnings could.ex-
ceed $3 per share in future
ears. :
While profits are subject to the
exigencies of the weather and the
market place, Di Giorgio has con-
sistently operated at- a  profit.
Since land improvements are ex-
pensed annually, net earnings
may be cushioned by, deferring
expenditures in difficult . years.
For instance development’costs of
new plantings were $224,000 "in
1957 against $39,000 in-1954. Even
more important is the stability
and financial stamina provided by
depreciation and amortization of
plantings which last year ex-
ceeded net profits aggregating
$897,000. Stock prices. have his-
torically recognized the fact'that
cash earnings and asset values are
not reflected by net . earnings.
Since the beginning of 1954 the
stock has sold between 121 and
20 times net earnings from opera-
tions. At 18 it is currently avail-
able at 14 times 1957 earnings and
8 to 9 times estimated earnings for
1958.

The author believes that the
common stock represents:a: met -
worth of at least $50 per “share

the -
$1.27 reported in 1957, probably g

This Week’s
Forum Participants and
Their Selections

S. Chase, Jr., Investment Coun-
sellor, Charlottesvxlle Va. (p. 2)

Rockwell Manufacturing Co. — J.
Barr Haines, Partner, Steele,
Haines & Co., thtsburgh Pa.
(page 2) '

)

based on 544,000 shares outstand-

ing on Dec. 31, 1957, This figure.

includes net working capital alone
equal to  $12, investments. and
other assets of at least $12 and
another $26 in valuable property,

‘plant and equipment. after allow-

ing for claims of long-term debts

and  preferred “stockholders. At
the current price of $18 the .in-
vestor buys ownership-at approxi-
mately 65% - discount from net
asset. value, enjoys a liberal 5% %
yield, and should over the longcr
term benefit from substantial im-
provement in earnings, apprecia-
tion. of assets, and higher invest-
ment stature accorded Di Giorgio
shares.

The Di Giorgios are considered
to be very competent managers
and may be expected to give a
good account of their resources as
attractive farming, business, and
investment opportumtles _present
themselves.

_ This stock is a candidate for the:
serious investment“manager who:
is unincumbered by trusteeship or
an unimaginative -policy -commit-
tee, the manager who realizes that
safety of principal in-dollars is
meaningless without maintenance
of purchasing power. The “battle
for investment survival,” (in-
creasingly - complicated by infla-
tion, international competmon,
and pohtlcs) may find little Di
Giorgio with more effective arma-
ments than many of the giants
that now comprise “The Favorite
Fifty.”

J. BARR HAINES
Steele, Haines & Co., Pittsburgh, Pa.

Rockwell Manufacturing Co.

Rockwell Manufacturing Com-
pany. common, which enjoys an
active over-the-counter

“ these times of
rising - equity
valuesand
lengthening
price-earnings

“ratios. The
current

market © price:

2 ofy 40is - less
than 10 times

++1957-earnings, -
while ‘the.
$2.20 dividend

. rate - provides
a current yield
0f5% %.In ad-

J. -Barr "Haines

dition:‘to- cash dividends, more-"

-over, the -company -has. paid two
stock dividends of 4%:-each within
the past two years.

Starting back in..1925. with: a
single plant located in_Pittsburgh,

Pennsylvania, producing gas and .

water meters,: the -company -has
grown until it now controls a far-
flung .empire made up of 22 man-
ufacturing . plants located: in 15
States, and serving 28 basic mar-=
kets with 19 basic product lines.
These . latter  include a wide
variety of measuring devices (gas,
water, parking and taximeters);
pumps, valves (including the fa-
mous Nordstrom valves) and
regulators; power tools for home
(Delta) and industrial uses, ‘as
well as several types of instru-
ments and special products.

In the last analysis, the success
of any business depends largely

on _the quality and ability of its,

Continued on page 25
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The Breakdown of
- Keynesian Economics

By HENRY HAZLITT -

Economist and publlclst ‘stressing- lashng Jnﬂucncé of Keynes
.and his-key volume, .“The General Theory,” notes dearth of .
" needed “critical ‘comment -about him. - Mr.--Hazlitt ‘reports him-
++ self~unable :to- find-a ‘single- important::dectrine that is both -,

“true ‘and " original. - Charges - “the Master”:

with' chronic. bad -

{-writing; i’ being'involved and technical without being precise,
.amlreplele with feoseness of leading terms. Concludes Keynes’
frame- of - reference-.is - strangely -provincial, with ‘assumption
- that whatever was not discovered by Marshall or Pigou, or his -’

~ “Tittle cm:le at Cambrldge” was never thought of at all

; I Canomzatxon ;
The most famous economist of

the Twentieth Century’is  John'

“ Maynard XKeynes; and ‘the ‘most
. influential ‘economic book of the
‘present era,
" both on themy
. '_vand .on _eco-
Tnomie policy,
! is_his General
i Theory of Em-
. ployment, In-
terest-and
I Money,".p ub-
.| lished in 1936.
. The fact:is".
- recognized not "
‘only by his
. admirers: and
iidolators, . but ,
reven by his
iseverist
.'eritics. Open
‘any issue 'of‘ almost any of the
i scholarly 'economic journals, and
‘lyou will find his name and the
{ phrases that he coined or popu-
‘|larized sprinkled generously
i through-its pages. Open the news-
.:paper, and you will find inter-
.Ipretations of current economic
‘yevents, or proposals for economic
'and monetary pohc1es, that owe,
{if not their origin, at least their
 ubiquity, to his writing.
Even the most hostile critics of
1 Keynes’s theories do not question
. the extent of his influence. I cite
i but one: “(Keynes’s) influence in
.# the Roosevelt Administration was
very great. His influence - upon
. most of the economists in the em-
| ploy of . the  Government is in-
i credibly great. There has arisen
.- a volume of theoretical literature
.\ régarding Keynes almost equal to
! that which has arisen around Karl
. Marx.”1 .

)
II. Uses of Refutation

. - Yet about the General Theory
.. there ‘is a strange paradox. The
. Keynesian literature has perhaps
. grown to hundreds of books and
; thousands of articles. There are

| books wholly devoted to expound-
ing the General Theory in simpler

¢ and more-intelligible terms. But
L.en the eritical side there is a
~ great dearth. The non-Keynesians
and anti-Keynesians have con-
tented themselves either ‘with

. short articles, a few parenthetic
- pages, or a curt dismissal on the
theory that his work will crumble
‘from its own contradictions and
" will soon be forgotten. I know .of
. na single work that devotes itself
to a eritical chapter-by-chapter,
1 Benjaminn M. Anderson, Economics

‘ and the Public Welfare. (New York, Van
Nostrand, 1949), p. 391.

Henry Hazlitt

‘undertaking  should

This'is a. ;fﬂ'st znstallment

- from. Mr. .Hazlitt's sfortheoming
- volume;+*The -Breakdown ‘of
Keynesian ' Economics” which

will be piiblished by the D, Van |

Nostrand - Co. .. Additional..ex-
cerpts.will :follow.—EDITOR -

or theorgm=-by-theorem : analy51s

of the.book:: It .is:this:task that.

I am undeltakmg ‘here.

In view. of the laudatory writs -

ings I-have referred’to, ‘such an

apology. But there are two possi-
ble objections that ‘I should like
to consider: The first is the claim
that Keynes's theories have been

“rapidly losing their influence in

recent years, that they have been

- refuted by .the actual course of

events, :and : require no further
answer. The second is the conten-
tion that we need only present
true theories in a positive form;
that it is of little value to analyze
error because the possibilities of

error are infinite and the mere,

statement of the truth is itself a
refutation of error. :
Concerning the - first of these
possible objections, I may reply
that though there has been some
diminution of Keynes’s influence,
and though several of his theories
have been given a decent burial,
his influence both on academlc
thought and on practical pollcy is
still tremendous. It would in any
case be a poor service to clear
thinking simply “to allow his
theories to. be forgotten, even- if
we assume that this is what may
occur. “One of the peculiarities -of
recent speculation, especially _in
America,” once wrote Santayana,
“is that ideas are abandoned in
virture of a mere change of feel-
ing, without any new evidence or
new arguments. We do not nowa-
days refute our predecessors, we
pleasantly bid them good-bye.”2
Simply to bid our predecessors
good-bye does not further clarity
or progress of thought. Unless we
know not.only that some past doc-~
trine was wrong, but precisely
why it was wrong, we have not
learned all the lessons that the
error has to teach us, and there is

real danger that it may make its -

appearance in another form. In
the history of thought great new
contributions have often been
made as a sort of by-product of
what were originally intended .to
be merely refutations. Adam

Continued on page 18

2 George Santayana, Character and
Opinion in the United Statex (New York,
Scribner’s, 1920). p.
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Stepping Up the Supply
Stepped-Down Power

By DR. IRA U. COBLEIGH

Enterprise

Stressing the importance of

Economist

ﬁower and distribution type

transformers in the clectrical industry; and citing three com-

panies gaining stature by research and production of conver-

sion devices that distribute, control and modify the flow of
high voltage electric _currents.

The {fabulous growth of the
electric power . industry is now
well known and appreciated by
every investor from the small odd
lot buyer to
th e portfolio
supervisors of
the biggest
insurance
companies.
The rapid and
continuous
rise in size,
kilowatt
output,
earnings,
dividends and
common stock
prices of such
renowned
electric
utilities as
American Eiectric Power, Florida
Power and Light, Texas Utilities,
Houston Electric Power, ete., is
already legendary. Equally, such
companies as. General Electric,
Westinghouse, Babcock & Wilcox,
Combustion = Engineering, Ine,
have grown great and famous'by
their development and manufac-
ture of those huge generating
units responsible for tripling .our
national production of electric
power in the decade 1946-56 alone.

No letup in this astounding
growth rate is in sight. We used
643.9 billion kilowatt, hours in
1957; and according to a most
respected estimate by ‘“Electrical
World” the requirements for the
year ‘1970 will advance to a
staggering 1700  billion kilowatt
hours. Now all this vast volume of
voltage would be function-less
and powerless without our amaz-
ing techniques  for power trans-
mission and distribution to every
user from the biggest industrial
plant to a remote lakeside cabin.
Moreover,. this' power has to be
finally delivered in the right-
sized units. The voracious de~
mands of a big aluminum plant
require, for example, far higher
voltage intake than the power
needs for g bank of elevators in
an apartment or office building.
And individual home demands for
lighting, appliances, TV or air
conditioning require a substantial
further step-down from the raw
30 to 100 thousand volts singing
along the high tension lines which
lace our countryside.

Now all of these variations in
the type, quantity and intensity of
voltage delivered, depend on
transformers. These are, in turn,

"~ assembly-line produced by the
thousands for the smaller juice
requirements of radio, television,
electric stoves, street and store
lighting; but they have to bhe

Ira U. Cobleigh

custom tailored to the special
needs of electric furnaces, plating,
welding, pipe thawing, brazing
and motor starting. Nor is this a
slight or minute industry. On the
contrary, manufacture of these
larger scale heavy duty power and
distribution transformers is big
business. In proof of that, note
that $750 million was expended in
1957 on such transformer pur-
chases. 24 companies produce
probably 95% of all American
heavy duty transformers. General
Electric and Westinghouse are, of

' course, the leaders, but a number

of dynamic smaller companies, be-
cause of unique talents in research
and in low cost manufacture and
‘dependable delivery, have grown
rapidly. In many instances, they
have become recognized and

sought after specialists in custom- .

built electric converters. The
standard measuring unit, in defin-
ing the magnitude of transformers,
is the KVA; and 1 KVA simply is
the name for an electric. power
combination wherein voltage,
muyltiplied by amperage, . equals
1,000. By itself, 1,000 Voltage is
usually referred to as (1) KV.

Now obviously we haven't space
in this column to talk about all of
the 24 companies that variously
produce the transformers that step
up voltage from generating levels
of 10,000-50,000 to the 150,000 to
300,000 volt range, most efficient
for transmission; or down to the
110-600 volt, the standard utiliza-
tion ranges. We propose therefore
to limit our comments to three
companies selected on the basis of
their technical, corporate and fi-
nancial progress. You may not be
very familiar with them; but that
fact does not deny to them the
quality of being substantially
undervalued. :

Wagner Electric Corp.

Wagner Electric Corp. manufac-
tures a broad line of electric
motors and power distribution
{ransformers; makes hydraulic
brakes for motor vehicles and
machinery; and turns out parts
and replacement units for brake
systems Tn passenger cars, buses
and trucks of nearly every make
or model. Because so substantial a
part of Wagner’s business is in the
automotive trade, its gross earn-
ings have followed less faithfully
the upcurve in electric power
sales than some other electric
equipment makers. For example,
net sales crossed the $100 million
mark for the first time in 1956;
they were $95 million for 1957 and
will ‘probably be something less
in 1958. Business with the util-
ities will rise this year while elec~

&
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tric motor sales are expected to
be lower.

Wagner has been a pretty de-
pendable dividend payer with
some cash distribution made in
every year since 1934. There have
been also a number of “extras” in
stock; a 50% stock dividend in
1954, 4% in 1956, 3% in 1957;
and 2% each in 1949, 1951-53.
Present $2 rate is amply covered
by current earnings which should
total around $4.35 this year
(against $5.93 in 1957). Company
management is well regarded and
plans for expansion of its trans-
former business with a new plant
to be built outside St. Louis.
Capitalization is 1,011,584 common
shares (listed NYSE) preceded by
only $3,495.000 in long term debt.
Present price of WEC of 427% indi-
cates-a yield of 4.44% on current
dividend.

Kuhlman Electric Co.

Kuhlman- Electric Co.” of Bir-
mingham, Michigan, provides the
electrie induslry with a broad line!
of transformers  for utility com-
panies in the wholesale transport:
and- allocation of power, and in
distribution of power in stepped-

down dosages for industrial, com--

mercial and domestic usage. There

is” also an Electric Furnace Divi--

sion which is introducing this year
an. interesting new product line.

In the past year Kuhlman has
placed special emphasis on great-
er efficiency in the control of
overhead - and labor costs. For
1957 gross was $13,154,823 which
carried over to $1.45 net on each
of the 272,894 common shares out-
standing, This represénted a drop
of 87¢ a share in net below 1956,
a drop accounted for by a price
rise posted in late 1956 which
caused customers to buy, in that
year, considerably above and in
advance of their nearby require-
ments.

As total sales were only $5,865,-
644 in 1950, a substantial growth
rate is apparent here and there
seems to be considerable long
term merit in Kuhlman common
now quoted around 14'» with an
indicated 60c¢ dividend, and an 11
year record of continuous divi-
dend payment. |

Precision Transformer Corp.

Another company in this field
has demonstrated a phenomenal
growth — Precision Transformer
Corp. of Chicago. For a six year
period ended Sept. 30, 1957, net
sales had increased ten fold. Fur-
ther, this aggressively managed
company has increased its net
earnings in each of the past seven
years and now has its largest
backlog of orders in history.

Precision Transformer Corp.
carries on a business begun as a
sole proprietorship in 1938 under
the name of Precision Welder
Manufacturing Co. Present man-
agement, under the leadership of
Melvin S. Adler as president, took
over in September 1950, and has
done a notable job not only in
the expansion of sales and profits
but in building up the reputation
of Precision Transformer Corp. for
ihe quality of its products. It has
specialized in the research, de-
velopment and production of
heavy duty transformers which
may range in price from $100 to
$30,000 apiece; and in weight from
1,000 pounds to 15 tons. This
broad line of precision engineered
units includes power and distribu-
tion dry and liquid transformers;
and specially designed custom
built transformers which function
in electrical furnaces, plating and
battery charging rectifiers, weld-
ing, brazing and pipe thawing
equipment and motor starting. So
assured is the company about the
top quality and workmanship built
into its products that it offers the
only five-year guarantee in the
business!

Its customers list reads like a
“Who’s Who” in industry includ-
.ing: Westinghouse Electric Supply
Co., General Motors, Ford Motor

Continued on page 13
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By A. WILFRED MAY

A BREAK-DOWN OF STOCK DIVIDEND MYTHS

Under the continuing high pop-
ularity - of the 'stock dividend,
enlightenment of the. investing
public concerning the true nature
and “implica-
tions of this
financial de-
vice is badly
needed. This
want is ad-
mirably filled
now by-an
article, “Eval-
of
Stock Divi-
dends,” by
C. Austin
Barker, - Sen-
ior Economist,
for the Cleve-
Tand Electric
Il1luminating
Company, in the July-August
1958 issue oi the Harvard Business
Review. :

Some of the misunderstandings
surrounding this dividend gadget
are similar to those c¢oncerning
its ‘‘cousin,”  the “buil market-
happy” stock-split. (Basicallv, the
difference between the two lies in
accounting treatment; but simply

A Wutrea May

and clearly, the distinction fol-~

lows the “rule of thumb” regula-
tions, laid down by the New York
Stock Exchange, which considers
any distribution of stock totaling
24% or less to be a stock dividend,
and any payment of 25% or more
a split.)

Re-Slicing the Same, Pie

In its reactions to both devices,
much of the public seems unable
to get out of its head—at least

temporarily—tine notion, if with-

variations, that the size and value
of the pie (ie., the stock-
holder’s stake in the company) is
enhanced by increasing the num-

‘er of slices (shares) through re-

ducing their size (proportional
interest of the new certificates);
or that two pieces of single-X size
paper are more valuable and
larger than one piece of double-X
size,

In the long run. Mr. Barker
demonstrates that, like splits, stock
dividends produce only temporary
stimuli to market price, lasting
relative gains in an issue depend-
ing on other factors, such as earn-
ings, dividends, and growth factors.

The market price which institu-
{ional and other professional in-
vestors constituting the “marginal
demand” are willing to pay for an
issve, depends on the present
value of estimated future earnings
and, more fundamentally, on that
of estimated future cash dividends
in relation to the inherent risk.
“Thus,” as he says, ‘broadening
of ownership and the enhancement
of market value in the long run
are primarily dependent on funda-
mental investment quality.”

As in the case of stock splits,
Mr. Barker finds that the stock
dividend tends to produce a rela-
tive increase in the number of
shareholders, but no ascertainable
real price change. “In no aspect
of this stock dividend study,” he
concludes, “have I been able to
find a single measurement ap-
proach that will show any proof
that stock dividends, in and of
themselves, enhance the market
price of the stock.”

The Cash-Saving Illusions

In de-bunking the widely-ad-
vanced specific arguments justi-
fying the ' declaration of stock
dividends, Mr. Barker renders
particularly -useful service. No
doubt the most commonly ex-

pressed justification for their use-

“in place of, or as a supplement
to, cash dividends,” is linked to
the conservation of cash resources.

“But it is found that in only 15%

of the 224 stock dividends in-
cluded in the study were they
used to supplement a partial re-
duction in cash dividends ov en-
tirely to replace a cash dividend.
Rather do the data show that stock
dividends are given in lieu of an
increase in the cash dividend. In
72% of the cases the actual cash
dividend rate per share remained
unchanged.

. These data well-nigh completely

invalidate the general assumption
that the -device in general con-
serves the corporation’s total cash.
When new dividend-shares were

Jssued in this majority of cases,

the same per-share cash dividend
rate also was paid on the addi=-
tional shares, beginning in. the
following quarter*. A $1.00 cash
dividend rate per share on 1,000,-
000 shares, when maintained after
a 10% stock dividend, must then

‘be paid on 1,100,000 shares. This

involves an actual 10% increase
in the total corporate cash pay-
out. Mr. Barker points out that if
cash saving for expansion is nec-
essary, the corporation actually
¢ould conserye three times as much
¢dsh' by paying an amount equal
to 10% of the quarterly cash divi-
dend by way of-a year-end or
“extra’ cash dividend once a year.

Far from constituting a long-
term buoy to market. price, the
stock dividend has always seemed
to this observer a.drag on market
valuation—by reason of the in-
creasing market supply . arising
from the recipient’s liquidation of
the shares resulting from the diy-
idends, to avoid the inconvenience
in handling them or:to. provide
the equivalent cash income.

The Fiction ‘of Tax Benefits

Likewise in exposing the fallacy
of the frequently ascribed benefit
of alleged tax advantage to the
stock-dividend device, compared
with the cash form, does the
author make an important con-
tribution.  Actually, when the
stockholder needs more cash, he
must sell a portion of his equity
whether in the form of stock div-
idends or original holdings; in
either of whicn event he pays a
capital gains tax. And since he
also pays the same. regular in-
come tax rate on cash dividends
received from his stock. dividend
shares as on cash dividends from
his original holdings, with the tax
effect the same in either case, the
stock dividend can in mno sense
be considered a device to avoid
either the regular personal income
tax on cash dividends, or the
capital gains tax.

Affirmative Drawbacks

In addition to such “negativistic”
depiction of erroneous beliefs, Mr,
Barker most usefully cites some

*This demonstration of the continuity
of the former dividend invalidates the
method practiced by the New York Stock
Exchange and some others, in yield
demonstrations, of reducing the indicated

yield by an. amount propertioned to the
previously paid stock dividend.

AVAILABLE

Experienced Syndicate

and Institutional Man. 20

. Years with WallSireet
member firms , . . well-
knoswn to institutional
buyers in U. S.

Write Box C 723 -Com- .
mercial and Finanecial
Chronicle, 25 Park Place,
N.Y.4LN. Y. .

igitized for FRASER
tp://fraser.stlouisfed.org/




; Volume 188 Number 5772 . .

of the affirmative drawbacks en-
tailed in the stock-disbursement
procedure. There are various ele-
ments of nuisance. Particularly
burdensome to the small investor
is the job of determining the cost
of stock held, par‘txcularly when
stock = dividends are paid fre-
quently in small amounts. .To
calculate capital gains for tax
purposes, he must apply minute
fractional dilution factors, often
gomg to four decimal places in
assigning total average cost 1o old
shares.

Also a “bloody nuisance” is in-
flicted on the receiving share-
holder by the stock payments in

settling the fractional-share inter-

est they produce, whether  via
scrip ‘or ‘cash; with considerable
‘expense . to the issuing company;

and also to the reclplent in brok- :

erage fees, '

¢ But'pervading and: tlanscendmg
‘the importance of 'all these nega-
tive elements of the device which -
‘are related to the company’s and -
dinvestor’s.“interest, is his. funda-
‘mental miSconception of - what .

‘such ' paper-distribution actually -
In - .
‘affording- such basic clarification,
data’ as ‘the above assurédly are :

constitutes -investment-wise.

‘most constructive!

Commodity Exchange: -

“Anniversary Dinner

Commodxty ‘Exchange, Inc., New
“York, in celebration of thexr 25th
_Anniversary vear, will hold a gala

reception and dinner for members

and guests on
Thursday,
Oct 9, in the
Grand Ball-
room cf  the
Hotel Astor,

7~ Francis I. du
Pont & Co,,
President, an-
,,rnounced
- - 'Commodity
“-‘Exchange, Inc. -
was -formed in
1933 when the
H. A. Rousselot N. Y. Hide
-National. Metal Exchange, the
:Rubber Exchange of New York
-and the National Raw Silk Ex-
change were merged into one in-
stitution for futurves trading in
crude rubber, silk, hides, silver,
_copper and tin. Trading in silver
was discontinued in 1934 follow-
ing the nationaiization of this
metal by the U. S. Government
and futures markets in lead and
zine were added in 1934.
Commodity Exchange, Inc. is a
membership corporation, with
membearships owned by individ-
uals who represent a cross section
~of the rubber, buriap, hide and
metals trades and most of the
well known brokerage and com-
mission house firms with branch
offices "and correspondents in
practically every important city
in the U. S. and abroad.

Mr. Rousselot  said that the
guest: speaker and the appoint-

ment of the 25th Anniversary -

Dinner Committee would be an-
nounced later.

J: R. Wilson Opens

WASHINGTON, D. C.—John R.
Wilson, Jr. is engaging in a secu-
rities business from offices at
.3714 Fulton Street, N. W., under
* the firm name of John R. Wilson,
Jr. Co. Mr. Wilson has been asso-
ciated with Avery, Bohannon &
. Beatty.

Handforth Now in N. Y.

Handforth Securities Corpora-
-tion is now conducting its invest-
.ment business from offices at 70
- Wall Street, New York City. Of-
- ficers -are John Handforth, Presi-
"dent -and Treasurer, and Leigh

Handforth, Secretary.

- génerdty

Exchange, the
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Electric Output
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Auto Production
Business Failures

The
State of Trade
and Industry

" - &
Last week steel production exceeded the rate forecast earlier
in the week and stood at iis hlghest level since mid-June and,

according to “The Iron Age, ” in its release yesterday, “the fall

pickup in steel orders is moving ahead fastel than ﬁenerally :

expected kit

In .the. auto. industry,. however, passenger car production . . -
dropped to its lowest point in ‘more than ten months. (‘ue ‘to model . .
“changeover closedowns. It was the smallest total since the ‘week
ended Oct. 5, 1957 when 21,975 units were assemblcd m a pxcwouv ’

changeover period. - .
; In keeping with ‘the c¢urrent trend the wholesale food  price

indeéx compiled: by Dun- & Bradstreet, Inc., -registered. further
rlce index

declines the past week, while its wholesale commodit
remained 2t a’level close to that of the week precedin

8- .
In retail trade, retailers reported:a slight decline :in- actlv1ty 5
" the-past- week; but indicated that over-all lctaxl_n de equalled (R

’that ot the lxke penod al year ‘ago. - b
G e

Tlu. emplovment s1tuatxon for the W\.ek ended ‘Au .'9,'5‘&0
ing to- the -United :States -Department  of Labor, , shows that.
2,283,300 - workers ~were ' drawing  unemployment ‘comipensation,

‘a" decline’ of - 58,800 from- a ‘week -earlier, _but .an.increase  of °

1,090,600 from the like week in 1957,
Officials s'ud ‘workers. getting
“1he labor” force’ in’the week' ended Aug. 9. This was down from

5.6% a weel earlier and 8.1% in April, at the height of the busi-

ness sluinp, but was-§till far above the 2.9%. of “a-vear earlier,
‘The agency “reported that only. 288,800 workers, the - fewest
since last November, filed new’ claims for uncimployment coinpen-

~sation in the week ended Aug. 16. This was down 36,100 from the -

week earlier total, but-'was- substantlally above the comparable
year earlier hlm"s of 191,090 workers.

The depaxtment notcd that the decline in woarkers seeking
jobless benefits was: largely seasonal. Food processors nmmally
start hiring more workers about this time of year, it explained,
while auto industry layoffs are beginning to be offset by recalls
of workers necded for production of 1959 model cars.
. i=The figures, however, fail to reflect the. number of workers

,who ‘have exhausted: their jobless benefits: even though they are
~stil unemployed. :The :department further declared that 614,500
“‘of-thesesworkers; 31,600 more than in the preceding ‘week; were
creceiving  additional benefits -in ‘the week .ended' Aug. 9.  These

extra :henefits .were being paid by the states with Federal funds
n)ade available earlier this year as an anti-recession step.

The . fall pickup :in sieel -orders.is moving ahcad faster.than
expected,” “The Iron Age,” national metalworking
weekly, reported on Wednesday last. Orders for a wide range
of products are-now running ahead of actual production at many
mills. This means higher operating rates and lengthening delivery
promises as new orders come in.

This trade journal predlcted that steel opcwtmg rates should
reach the high 70%s, that is, per cent of (,apucm within the
next 40 days.

With automakers waging a “no contract” war of nerves with
the United Auto Workers, steel orders from the auto industry are
still following a conservative trend, it added, Orders for peak
auto production rates have not been placed and delivery requests
are not vet {far in advance.

It further stated that steel people are beginning to share
Detroit’s labor jitters from the standpoint that even a short auto
strike could block the orderly recovery of the steel market, and in
acdition, if the labor troubles are settled peacefully, automotive
orders will flood steel sales offices. Steelmakers will have to

react by allocating their ingots on a tighter schedule and by ex--

tending deliveries.

Ir a special report on steel labor, “The Iron Age” notes that
the steel labor outlock for next year suggests a knock-down,
drag-out fight, the hardest one since the famous pcnsion baitle
back in the late 40’s.

The magazine disputes published reports that David McDonald,
United Steelwon kers President, will stLp down at the imthcommg
USW convention.

Nothing could be further from his thoughts, the metalworking
weekly declares, or from his backers, who will have a comfortable
majority of the convention.

Probably McDonald’s greatest headache will be the solid front
the steel industry will put up against him and his ordinarily high
demands. This is the time, many in the industry feel, to make a
dent in the long upward march of wage and fringe increases
which have pushed up the price of steel.

Many steel leaders feel this is the tiime to use in labor nego-
tiations the full impact of public opinion, tne economic outlook
and the need to end wage spirals. They also wanrt {o take full
advantage of the supposedly “difficult” position of McDonald,
“The Iron Age” concludes.

At an annual rate of $429,000,000,000, the Gross National
Preduct in the second quarter of this year was up $1,000,000,000
over the preliminary estimate of a month ago and was $4,000,000,-
000 higher than the first quarter level, the United States Depart-
ment of Commerce reported.

In the autonﬁolive industry passenger car production in the
United States last weck declined to its lowest level in more than
10 months, “Ward’s Automotive Reports” declared on Friday last.

Todel changcover closedowns, the statistical publication re-

ported, held car output to an cstlmated 25,925 units, smallest total .

Continued on page 26
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‘Making the Nation's Budget

_And Budget Outlook for 1960

By MAURICE H. STANS*

Director of the Bureau of the Budget
Executive Office of President, Washington, D. C.

Looking beyond the $12 billion deficit estimated for fiscal year
1959 to 1960 the thirteenth: Director of ‘the Budget. cautions
there will not be a leap to a balanced budget in 1960 but that
with continuing :economic recovery there are hopeful prospects
of working our way back. The. former banker provides a brief

< practices, ‘explains the strictures:

* grammar.on-the development: of Federal budget and budgetary

‘'utilized in screening competing

- expenditure ‘requests ‘on behalf of the President, and ‘makes

clear- that - we must put "discipline - into prachce in our

- Federal budget

I have discovered that budgeting
Ior the Umted States Government

- is a major test of ncrspectwe It

has many. dlmensxons
h

xnto the .Budget Buleau, he
pointed to the nice surplus he'had
‘built ‘up ‘and' the- prespects for a
good year .in 1959." Coming from
the: Post Office, 'where there: is
always a deficit, this looked pretty

- inviting. So then the :12th. Direc~

torin the Bureau’s history stepped.
aside, and. I came in wearing No.
13 ‘'on my back,. and ‘look what

~happened-to the budget!

phlloaophy of
the role of. .
government, i

.vidualsiand-’
the private
sector ‘of the
economy. *

Third, it .casts up the ‘fehhon—
ship of national to state and local
responsibility.

Fourth, it mirrors the changing
needs of public policy for defense,
for security, for economic.stabil-
ity, and for responsible social
progress.

And fifth, it measures the re-
sponsibility ‘of the United States -
to the rest of the free world inan
age of danger.

You begin to see why the budget
has become so important a device
in the management of govern-
ment. In preparing and enacting
it, the whole anatomy of public
policy is laid bare. Issues are
forced to a decision.. Needs arc
weighed against priorities and
resources. Costs are stated in re-
lation to past performance and
future goals.

I will say that the making of
the Federal Budget is a tough,
difficult job. It has aiways becn
so. But in these trying times it
seems particularly hard, when the
budget is caught between interna-
tional instability on the one side
and ecocnomic readjustment on the
other.

Budgeting for the government
is full of surprises, too. When 'my
predecessor pezsuacied me to come

Maurice - H. Stans

*An address by Mr. Stans before the
Federal - Hospital Executive Luncheon,
60th Annual Convention of the American
Hospital Association, Chicago, Ill.

Why We-Need a Burean of the
~Budget

“I'm continually surprised to find
that a great many people don’t
know very much :about either the
Bureau of the Budget or the mak-
ing of. the budget. Some of these
people, are right in ‘the Federal
Government, So I'm’ going to take
a little time with you. today to
make some of these things clearer.
The budget as we know it today
‘began in 1921 with the Budget and
Accounting Act. This law, for the
first time in our history, provided
for a  comprehensive annual
-‘budget - to-be prepared: and pre-
‘sented: to. the Congress by  the
-President. Prior. to this, each de-
;partment and agency had made its
‘own. estimates: and -sent. them to
the Congress through the Treasury
‘Departrsent, -with ne executive
.branch review. The Budget and
Accounting Act .of 1921 was one of
the major steps in governmental
‘reform since the beginning of the
Republic. While it added substan-
tially to the work of the President,

.it _also .laid the foundations for

responsible, effective. public man-
agement in the United States.

To administer the Budget and
Accounting Act, the law provided
{for a Bureau of the Budget to be
housed in the Treasury Depart-
ment but to report directly te the
President. The first Director was
General Charles G. Dawes, whose
fame as a fiscal disciplinarian still
awes posterity. Let me read to you
from a statement by General
Dawes on the relationship of the
Budget Bureau of his day to the
President and. the Congress:

“We in the Bureau of the
Budget are not concerned with
matters of policy. The President,

Continued on page 24
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The Problem of Inflation

By IION. WALLACE F. BENNETT*
' U. S. Senator from Utah

Senator Bennett finds Pope’s

lines about vice has similar

applicability to inflation which “we first endure, then pity,
then embrace.” The Senator summarizes Senator Byrd's finan-
cial hearings and devines a single, unifying thread, infla-
tion, which he declares is our basic, long-term preblem now
" complicated by the fact that it exists in an unprecedentedly
more dangerous setting than ever before. Those who believe
- inflation is needed to farther economic growth are challenged
to find any period in our history when we had price stability
which was not accompanied by substantial economic growth.
Calls for courageous ccnfrontation of this problem in order
to bring America back to economic reality—the path to sound
growth and prosperity. '

The Senate Finance Committee
recently . completed its hearjngs
on the financial condition of the
United States. The sessions, held
from June 18
through Aug.

.19 last year
and dur-
ingAprilof
this year,
were intended
to be the first
full-dress ex-
amination o £
our fiscal and
monetary pol-
icies since the
‘one conducted
by the Ald-
rich Monetary
Commission
in 1908. As a Wallace F. Bennett
member of the Committee I sat
through nearly every session of
4he hearings and heard most of
the testimony.

In the absence of a formal re-
port, I want to present my own
impressions of the material pre-
sented to the Committee and the
dideas developed in the question-
‘ing. T do this in the belief that the
material .covered in these hear-
‘ings should  be of  interest- to
‘every member of the Senate. The
hearings shed light.on some -of
‘the. most basic problems of our
economy, problems with which we
in Congress are concerned every
day, and which affect every per-
son in the United States. Rather
than summarize these hearings in
.one long statement, I shall make
several, of which this is the first.

The purpose of the study was
outlined by Committee Chairman
Harry F. Byrd in his introduc-
tory. comments last year: %

“To study -the existing credi
‘and interest situation and, more
important, inflation which -has
‘started again with its ominous
threat to fiscal solvency, sound
money, and individual welfare
. .. This committee can never lose
sight of the fact that the Govern-
ment’s integrity depends upon a
-stable currency. . . . g

“It is the committee’s purpose
to conduct an objective exami-
‘nation to clarify the situation and
be helpful in the effort to avoid
-further inflation, and to establish
sound fiscal principles flexible
enough to meet possible reces-
sions as well as increasing pros-
perity.

-The_ study as announced was to
examine:

“(1) The revenue, bonded in-
debtedness, and interest rates on
all public obligations, including
contingent liabilities;

“(2) Policies and procedures
employed in the management of
the public debt and the effect
thereof on credit, interest rates,
and the Nation’s economy and
welfare; and .

“(3) Factors which influence
the availability and distribution
of credit and interest rates there~
on as they apply to public and
private debt.”

The -list of witnesses, both last
year and this, was an imposing
one. Last year George M. Hum-

*An »ddress by Sen. Bennett on the
Senate Floor

1957 when

phrey and Randolph Burgess, then
Secretary and Undersecretary - of
the Treasury, were the main wit-
nesses; and Federal Reserve Board
Chairman William - McChesney
Martin also appeared. This year
the Committee heard from elder-
statesman Bernard Baruch; Mar-
riner S. Eccles, former Chairman
of the Federal Reserve Board;
William McChesney Martin again;

Professors Sumner, Slichter and.

Seymour Harris of Harvard Uni-
versity; and Dean Charles Abbott
of the University of Virginia, in
that order.

In addition to verbal testimony,
the Committee sent a list of 17
questions on basic economic ques-
tions to outstanding economist
businessmen, and public leaders.
Replies have been received (and
published) from the presidents of
the twelve Federal Reserve Banks,
the presidents of 28 U. S. corpora-
tions, 12 trade association leaders
and 17 economists. .The question-
ndire was ‘also sent to veterans’
organizations and to labor leaders
John L. Lewis and George Meany,
but they did not respond. )

1t is interesting to note that the
two sessions of the hearipgs, last
vear and this, were held” under
entirely different economic con-
ditions. The setting last year was
one of inflation, characterized- by
full utilization’ of the labor force
and a capital goods hoom, Since
that time we have experienced a
business downturn, characterized
by a slump in private capital in-
vestment . and some unemploy-
ment.

Detects Single Unifying Thread

In setting for itself the prob-
lem of investigating so many as-
pects of the financial condition of
the United States, the Committee
left the door open for the discus-
sion of a wide variety of issues.
Therefore, it is not surprising that
virtually every question or topic
bearing on the Nation’s finances
was encountered and discussed.
Nevertheless, in reviewing the
printed record I have been im-
pressed by the fact that there was
a single unifying thread running
through all- of the discussions;
this thread was the problem of in-
flation.

During the summer sessions in
prices were rising
fairly rapidly and most of our re-
sources ‘were fully utilized, much
of the discussion centered around
two questions; first, how could in-
flation be stopped and, second,
was anti-inflationary action then
being taken necessary or harm-
ful? Concern over inflation did
not diminish during the hearings
this spring, despite the business
downturn and a slowing down of
the rate of the price rise. A scru-
tiny of the testimony and ques-
tioning during these later sessions
will indicate that the major issues
were, first, whether or not the
anti-inflationary policy of 1957

was primarily responsible for the
current business downturn and,
second, the extent to which anti-
recession action should take into
account the danger of further in-
flation.
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Basic Long-’l'ime Problems

Because the general problem of:
inflation ran through all the hear-
ings, it has naturally become the
central theme of these reports. In
fact, T am convinced that it has
become our basic long-time eco-
nomic: problem and that until>we
as a people understand the danger
it creates and take the necessary
steps to stamp it out, we: cannot
count on a future of sound growth
and-prosperity.

*The Committee gathered a great
variety of material on the general
nature of the problem of inflation,
and ‘I shall begin by reviewing
this background'information.
Without such a review it seems
pointless to consider the separate

basic issues developed in the hear-.

ings.

To me, the most serious aspect
of inflation is.the meral one. In-
flation is essentially a process by
which someone attempts.to get
something for nothing—a  dis-
guised form of theft—in which the

poor and helpless are the first vie- -

tims, but which-can eventually en-

gulf a whole economy. It isa nar- "~ =

cotic which produces the. illusion
of prosperity and growth, conceal-
ing the real damage. The Commit-

tee devoted little or no time to this -

aspect of - the- problem, probably
because most of its members are
in agreement that inflation is-an
evil whether it be judged on moral
or .economic grounds. Instead,
most of the time was devoted to
the definition and mechanics 0
inflation. g ok

In its search for information in
this field, the Committee literally
began at the beginning. It sought
throughout the entire course of
the hearings to find a workable
definition of inflation, Most of the
witnesses were asked for, or' vol-
unteered, a définition and likewise
a request for a definition was in-
cluded among the questions sent
to business and university econ-
omists and to the presidents”of
the Federal Reserve ‘banks.. The
Committee never attempted. to
make a final selection from all of
these answers, but. I -think. it is
probably true that by the end of
the hearings it was the simplest.of
all the. definitions which gained
the most acceptance; namely, that
inflation is simply a general rise
in-prices. . ,

In looking over all of the defi-
nitions of inflation suggested.  in
the hearings,-I am impressed by,
the fact that many- of ' them
agreed that inflation is basically.a
phenomenon of money. For' ex-
ample, Mr. Baruch in his testi-
mony. -defined inflation as an
abnormal- and. disproportionate
increase. of money and credit in
relation to the production of goods
and services. At other times dur-
ing the hearings, inflation was
defined as ‘“‘a flow of spendings
in excess of the flow of goods and

services,” or “too much money for.

the goods. and services .offered,”
or “too many dollars chasing too
few goods.” On the other hand,
it should also be noted that infla-
tion was described by some wit=
nesses as a result of pressurée on
costs, particularly wage pressures.
Thus, Professor Slichter of Har-
vard rejected the monetary defi-
nition as “inaccurate,” adding ‘“the
recession is helping the public see
more clearly than ever that rising
wages are a principal cause of’
rising prices.” Similarly, Dr. Ab-
bott, Dean of the Graduate School

of Business Administration of the:

University of Virginia, emphasized

that our. current. problem “is:a,

“wage-push inflation.”

Personally, I believe it is possi-:

ble to oversimplify any specific
cause of inflation. For that reason
I was impressed.with the discus-
sion of the inflationary process
in the opening statement of Chair-
man Martin of the Board of Gov-
ernors in.his. appearance before
the Committee in 1957, which was
supplemented by an excellent ac-
count of inflationary processes
given by Mr. Edward Wayne,
First Vice-President of the Fed-

‘the » Committee = members

-think .we _can. profit. by

eral Reserve Bank of Richmond.
Neither - of these presentatiions
attempted 'to attribute - the -blame
for inflation to one specific ele-
ment. ‘As Chairman Martin
pointed out, “Inflation is a process
in which rising costs and prices
mutually interact upon each othér
over time with a spiral elfect.
At the same time, demand must
always- be sufficient to keep the
spiral moving.”

The Theory and’ Practice
Regarding Inflation...

While they were greatly con-
cerned with the causes of inflation
spent
very little time on questions_hav-
ing fo do with its consequences.
It is precisely here:that its great-
est danger lies. We are all against
it in theory, as we, are against
sin; but in practice some of us
\ < -it. . Too
often Pope’s lines:on vice can also
be.used as an accurate description
of our- attitude toward inflation:
. Vice.is a:monster of so frightful
mien,

As 10 be hated meeds but to be

- seen; 5
Yet seen too oft, familiar with
, her face, :
We. first endure, then pity, then
embrace.

1t is.a simple fact that inflation
results in a transfer of econoimic
resources. Perhaps in theory we
can imagine a situation in which
as prices rise all.incomes rise at
precisely  the correct rate and all
inonéy ~ contracts change to just
the right degree, so that there is
no' loss suffered by anyone. Bul
in real life, such a situation does
not and could not exist. There is
simply no way .of avoiding the
fact that in an inflationary process
some gain, on net balance, while
others lose; and the. losers are
those least able to protect them-
selves  or to .make" their "voices

‘heard: pensioners,, savers, white

collar workers, small businessmen,
the - great ' body of unorganized
workers. ‘And the thing that hirts
is that the transfer is involuntary.
Resources are literally stolen from
those who have no way of protect-
ing themselves, leaving them no
claim to future ouilput, nor even
the satisfaction of kiowing that,

“if the levy had been in-the form

of ‘a tax, others would- also be
sharing the burden. T

If the only consequence of in-
flation was the slow but insidious
transfer of -resources from one
group to another some of-us'might
possibly resign. ourselves to the
pracess and provide.for relief by
legislation for those affected by
it.. But ' inflation has other con-
sequences: It provides ‘a misdi-
rected stimulus for business. Any-
one who has been -in  business
knows ' that sound "business
decisions are made" within

framework of price stability; and .

that the principal beneficiaries’ of
inflation inthe business world are
speculators. and gamblers. Also,
‘by destroying the use of money
as a store of value inflation stimu-
lates the production of other items
which can serve the: same func-
tion. Thus we must devote a part
of our energies to producing
articles which-we would not have
needed in the absence of inflation.
A good . current example is the
concentration of investment - in
partly filled office and apartment
buildings in some Latin'American
countries-——which: capital -is -with-
held from productive industry.
_Finally, a creeping inflation
must, in the absence of specific
controls or other unwarranted in-
terference by Government, be-
come a run-a-way inflation. Even
the inflationists fear this. When
the time comes that a majority
of the people throw up their
hands in resignation-and accept
the inevitability. of risingprices,
inflation will immediately. cease
to creep. For just as soon as those
who have a stake in inflatisn can
be absolutely certain that society
has becomeresigned to the process,

we will see the inevitable devel-
opment of a completely destruc-
tive wage-price spiral. Said-Ralph’
J. Cordiner, President of General -
Electric, in his reply to the Com-
mittee: .

“If creeping “inflation were ac-
cepted as a permanent feature of -
American economic life, it would
not - create jobs; -it would  only -
feed on itself in a rising spiral
of costs and prices. To accept
creeping inflation instead -of using
every possible means to:combat it .
would be toapply to our economy,
the greatest of all inflationary
pressures — the pressure of .in-
flation psychology. Expecting con=
tinued price increases, businesses
and individuals - would have. a
continuing incentive to spend
their ‘money .before its value de;
preciated further, and would thus
be. tempted ‘into a- flight from
money. The inadequate volume of
purchasing ‘characteristic. of  the
current - recession - would -be . rex -
placed by an increasingly exces-
sive rate. of spending, with far
more destructive effects.” The vol= -
ume. of savings would continually .
diminish, cutting off the only real
source of investment. funds... The
.efforts of businesses to continue
expanding the volume of ‘produc-
tion and improving the atfractive-
ness of their products, so as to
maintain. high 'levels. of employ=
ment, would require ‘continued
expansion of money and credit.
Thus the inflationary spiral ~and
the profitless prosperity would be
accelerated toward inevitable col=
lapse.”

Professor Haberler of Harvard
University had this to say regard-
ing the dangerous creeping infla-
tion: ’ . 2
“I ‘admit that the present
method of wage fixing and the
attitude of ' the @ powerful ‘trade
unions, which expect every year
a large wage rise exceeding the
average annual increase ‘of labor
-productivity, poses a serious di=
:lemma. . But. the problem’ cannof
be solved by acquiescing in a cons
‘tinuous risc in prices.. The trouble
-is'that” when prices:rise by ‘only
2 or 3% per year for'a few:years
in succession, more and more pec-
ple become alarmed and take steps
to protect themselves. The labor
unions: themselves, whose policy
is largely responsible for the con-
“tinuing rise in prices, will ask for
‘larger ‘wage increases (or-insist
on ‘escalator clauses) when they
see ~that’ their: wage 'rises. are
swallowed - up . by " rising’ prices,
“Hence soon the price creep:will
become “a_trot and the trot: a
- gallop. This is simply an applica=
tion. .of ..the. homely truth -that
while - you',may fool - all people
some - of the time and - some
. (though not the same); people all
-the time, .you  cannot, . fool- all
‘people all the time.. ’ i

“It has’ been objected to that
argument - that a galloping infla-
tion is- impossible -in. the: United
States. I am inclined to accept
this.proposition, -but I submit that
it misses the point.  Why is gal-
loping inflation impossible? Beé-
‘cause  the Federal Reserve will
-keep. money sufficiently tight o
prevent inflation from galloping
- away. - But what .the advocates of
creeping inflation overlook is that
after a while the mere attempt to
keep inflation at a sreeping pace
_(to prevent the creep from becomT'
ing a trot or a canter) will be
“suffering [sic.] to. bring about
unemployment and depression,
This is after all' what happened
last year. The advocates of creep~
ing inflation themselves blame the
tight-money policy for the present
depression. I personally would
say that it was a contributing fac-
tor — but let me, for argument’s
sake, accept the proposition that
it was the main cause. Then it
is indeniable that a policy which
" helq the inflation at a creep — it
did not do more than that —
brought on unemployment and
depression. If money had been less

Continued on page 22
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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. 40—Including number of radioistope users
since 1953; discussion of acceleration of atomic power con-
struction in Europe — Atomic Development Securities Co.
Inc., 1033 30th Street, N. W., Washington 7, D. C.

Bond Market—Discussion—New York Hangeatic Corporation,
120 Broadway, New York 5, N. Y.

Burnham View — Monthly investment letter — Burnham and
Company, 15 Broad Street, New York 5, N. Y. Also avail-
able is current Foreign Letter

Chemical Stocks—Analysis—Brush, Slocumb & Co. Inc., 465
California Street, San Francisco 4, Calif.

Drug lndustry—Bulletln——BachL & Co., 36 Wall Strect New
York 5, N.

Economic Outlook for Japan — Analysis in current issue of
Nomura's “Investors ‘Beacon”—Nomura Securities Co., Ltd.,
61 Broadway, New York 6, N. Y. Also in the same issue :s
an analysis of Japanese Food Industries and Chemical Fibers
and Non Ferrous Metals.

Federal Finance in Perspective — Review — Bank of Nova
Scotia, Toronto, Ontario, Canada.

Fire Casualty Insurance Stocks—Semi-annual results on 46 is-
sues—Kidder, Peabody & Co., 17 Wall Street, New York 5,
N. Y.

Government of Canada and the Provinces—Comparative con-
densed statements as of March 31, 1957—A. E. Ames & Co.
Incorporated, 2 Wall Street, New York 5, N: Y.

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

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
vield: and market performance over a 19-year period —
ilalt\}or;{al Quotation Bureau, Inc., 46 Front Street, New York

5 N Y

Put & Call Options — Booklet on:how to use them — Filer,
Schrnidt & Co., 120 Broadway, New York 5, N. Y,

Railroad Income Bonds — Comparison — Vilas & Hickey, 26
Broadway, New York 4, N. Y.

Special Reason List—14 stocks and reasons they are considered
gxtclreztmlg———ﬂalph E. Samuel & Co., 115 Broadway, New
ork

- Steel Stocks—Analysis—du Pont, Homsey & Company, 31 Milk

Street, Boston 9, Mass. Also in the same circular are analy-
ses of Jaeger Machine and Union Pacific Railroad.

U. S. Govermmnent:-Insured Merchant Marine Bonds—Discussion

-—Comimittee - of -American Steamship “Lines, 1000 Connect-

icut Avenue, N. W., Washington 6, D, C.

What Every Woman Should Know About the Rising  Cost. of
Living—Booklet—National - Securities - & Research Corpora-
tion, 120 Broadway, New- York:5, N, Y. Also available is a
booklet entitled Can-the Professional  Man Afford to Work
as an Amateur,

L ] [ ] O

American Broadcastmg-Paramount Theatres,. Inc.—Memoran-
dum—Woodcock, Hess, Moyer & Co., 123 South Broad :Street,
Philadelphia 9, Pa.

American Investors. Corpoeration—Bulletin—Searight,  Ahalt &
O’Connor, Inc,, 115 Broadway, New York 6, N. Y.

i

For financial institutions

Going to press—
For the Sophisticated Investor . . .
SCUDDER FUND OF CANADA LTD. -

Designed forvcapit'al gain in 1954

Increased 44% by 1958

Copy of Study on request.

Troster, Singer & Co.
Members New York Security Dealers Association
7{! Trinity Place, New York 6, N..Y.

HAnover 2.2400 Teletype NY 1376.371.378

The Commercial and Financial Chronicle . . .

NATIONAL SECURITY TRADERS ASSOCIATION

Inte]hgent effective advertising is not an expense — it is
insurance against the loss
of- business that the other

- “fellow is fighting for., An
advertisement in the Na-
tional Security Traders As-
sociation Official Conven-~
tion Year-Book issue of
the “Commercial and Fi-
nancial Chronicle” pays
dividends for it remains on
trading tables from coast
to coast from one issue to
the next.

. This week we salute

‘P, Fred Fox, of P. F. Fox
‘& Co., Tnc., who has again "~
placed a hali-page adver-
tisement for his firm in the
NSTA Year-Book.

ALFRED F. TISCH, Chairman
National Advertising Committee
- ¢/o Fitzgerald & Company

Alfred F. Tisch P. Fred Fox

40 Wall Street, New York 5, N. Y.

American Motors—Discussion in current “Investment Letter”
—Hayden, Stone & Co., 25 Broad Street, New York 4, N. Y.
Also in the same issue are discussions of Speigcl Inc and
Peoples Gas Light and Coke.

American. Pipe- & Construction  Co.—Report—Dean Witler &
Co., 4% Montu)mery Street, San Francisco 6, Calif. Also
avaxlable is a report on Gladding, McBean & Co.

‘ American Potash & Chemical Corp. ——Memmandum—-—C'\rl M,

Loeb, Rhoades & Co., 42 Wall Street, New York 5, N. Y,

Continental Assurance (,ompanv—Analycls-—-W11]1am Blair &
Company, 135 South La Salle Street, Chicago 3, 111

Cosden Petroleum Corp. — Repoxt — Schweickhardt & Co., 29

Broadway, New York 6, N,

Craig System, Inc. ——Rﬂport—-—Leason & ‘Co. Incorporated, 39
South La Salle Street, Chicago 3, IlL

Dominion Foundries and Steel, Ltd. — Analysis — McLeod,
Young, Weir & Company Limited, 50 King Street, West,
Toronto, Ont.,- Canada.

Dresser Iudustnes—Memorandum—R W. Pr essprich & Co., 48
Wall Street, New York 5, N. Y.

Eastern Stainless Steel Corp. —Memorandum——Oppenhmmer &
Co., 25 Broad Street, New York 4, N. Y

Fischer & Porter Co. —Memorandum—Snundels Stiver & Co.,
Termiral Tower, Cleveland 13, Ohio.

Foote Mineral Co.—Memorandum-—The Illinois Company, 231
South La Salle Street, Chicago 4, Il

General American Transpertation Corp.—Amlyms—ha Haupt
& Co., 111 Broadway, New York 6, N. Y.

Gillette Company——Report—Thomson & McKmnon 11 Wall
Street, New York 5, N. Y.

Hooker Chemleal——Analysis—Halle & Stieg]itz 52 Wall Street,
New York 5, N. Y, .

Industrial Hardware Manuf:lchu'm“r Co. —_— Re ort — Manly
Markell ‘Associates, 11 West 42nd Street, New York 36, N Y.

Kellogg Company—Report—The Milwaukee Company, 207 East
_Michigan Street, Milwaukee 2, Wis. Also available is a report
on Stepan Chemical Company. |

North American Car Corporatxon——Reporf—Reynolds & Co.
120 Broadway, New York 5, N. Y. Also available is a tab-
ulation of leading retail trade stocks with high yield. "

Riley Stoker Corp.— Memorandum — Sano & Co., 15 Wllham
Street, New York 5, N. Y.

Ryder System, Inc.-—Report—Shearson Hammlll & Co 14
Wall Street, New York 5, N, Y.

Scudder Fund ef Canada Ltd.—Study—Troster, Smder &.Co.,
74 Trinity Place, New York 6, N.'Y.

Spiegel, Inc.—Data—Herbert E. Stern & Co.,-52 Wall :Street,
New York 5, N, Y. Also in the same bBulletin are data on’
-E. W. Bliss. -

'Tenney Engineering Inc.-—Analpls———Bertner Bros., Inc., 67

Wall Street, New. York 5, N. Y.
Texas National Petroleum Co.—Analys1s—Cruttendcn, Podesta
‘& Co., 209 South La Salle Street, Chlcagc 4, 1L g

Western Union. Telegraph Company——Analy51s—Laxrd Bissell
& Meeds, 120 Broadway, New York 5, N. Y.’

World Wide Xelicopters Limited—Bulletin—Blair & Co In—
corporated, 2¢ Broad Street, New York 5, N. Y. Also avail-
able is a discussion of the pending legislation to raise the in-

‘ _come taxes of Life Insuranice Companies, and a comparative
tabulation of operating results for Insurance Stocks for six
months ended June 30, 1958.

- Nev.

Thursday, August 28, 1958

COMING
EVENTS

In Inrestment Field

Sept. 11, 1958 (New York City)
Association of Custorners Bro-
kers annual dinner and installa=
tion of officers at Whyte’s
Restaurant

Sept. 12, 1958 (Chicazo, I11.)
Municipal Bond Club of Chi-
cago.annual field ‘day at Elm-
hurst -Ceuntry Club; preceded
by dinner Sept. 11 at the Uni-
versity Club.

Sept. 18, 1958 (New York City)
Corporate Transfer Agents As-
sociation 12th annual golf tour-
nament' and outing at Colonia
Country Club, Colcnia, N. J.

Sept. 18-19, 1958 (Cmcmnau,

Ohio)
Municipal Bond Dealers Group
annual outing — cocktail and
dinner party Thursday at Queen
City Club; field day Friday at
Maketewah Country Club.

Sept. 26, 1958 (Cleveland, Ohio)
Bond - Club. of Cleveland fall
outing at the Cleveland Country
Club.

Sept. 26, 1958 (Pittsburgh, Pa.)
Bond Club of Pittsburgh annual
Fall Outing at the Allegheny
Country Club, Sewickley, Pa.

Sept. 26, 1958 (Rockford, Ill.)
Rockford Securltles Dealers As-
sociation annual “Fling - Ding”
at the Mauh~Nah-Tee-See Coun-
try Club.

Sept. 29-Oct. 3, 1958 (Colorade
Springs, Colo.)
National Security Traders Asso-
ciation Annual Convention at
the Broadmoor.

Oct. 2-3, 1958 (Kansas City, Mo.)
Southwestern Group of the In-
vestment Bankers :Association
annual outing at Oakwood Golf
& Country Club:. cocktails and
lunch at Eddys Thursday and
dinner that evening; golf, ete.,
Friday.

Oct. 6-7, 1958 (Boston; Mass.)
Association of Stock Exchange
Firms Board of | Governors
meeting at Somerset Hotel.

Oct. 9, 1958 (New York City)
Commodity Exchange Silver
Anniversary Dinner-at the Hotel
Astor.

Oct. 25, 1958 (New York City)
Security Traders ‘Association of
New York annual cocktail party
and dinner dance at the Hotel
Pierre.

Nov. 7-8, 1958 (Chicago, IlL)
National Association of Invest-
ment Clubs 8th annual conven-
tion at the Hotel Sherman.

Nov. 30-Dec. 5, 1958 (Miamaf: -
Beach, Fla.)
Investment Bankers Association
of America annual convention
-at the Americana Hotel.

Dec 10, 1958 (New York City)
Investment Association of New
York annual dinner at the Wal-
dorf-Astoria.

2-5, 1959 (Boca Raton, Fla.)
National Security: Traders Asso-

. «ciation .Annual Convention - a$
the :Boca Raton Club.

New Wainwright Branch

BOURNE, Mass.—H. C. Wain-
wright & Co. has operied a branch
office on .County Road under the
direction- of Raymcmr‘ C. Swan-
berg.

Form Denschor Realty
-ASTORIA; ‘N. Y. — Denschor
Realty & Trading Corp. is engag-
ing in a securities business from
offices at 36-20 Thirtieth Avenue.
Officers are Morris Schor, Presi-.

- dent; Robert Schor, - Vice-Presi-

dent; and Edna Schor, Secretary-
Treasurer.

gitized for FRASER
tp://fraser.stlouisfed.org/




Volume i88 Number 3772 ..

‘Qutlook for Real

Estate Industry

And the Economy as a Whnle

By H. WALTER GRAVES*

President. Albert H. Greenfield & Co., Inc., Philadelphia,; Pa.
President, National Association of Real Estate Boards

Spokesman for real estate industry believes 1958 has the
potentials of being a really good year, and hails the current
economic recovery as a victory “of and by the American

people”

without massive. government aid in- the form of

*“‘emergency” measures of the old pump-priming type. Mr.
Graves who also heads his own Philadelphia real estate con-
«cern finds, in view of paucity of Federal dollars reaching the
ceconomy, that the ecoromic upturn is an indigenous thing,

and the housing industry has

reacted vigorously and favor-

ably in. concert with factors making up the recovery picture.
He notes that housing starts are currently at a seasonably
adjusted annual rate of over one million units and approv-
~ ingly refers to favorable mertgage market terms-for home
buyers which, he adds, cannot be expected to endure forever:

It seems to me that the color-
,ful .phrase —rolling with = the
punch — might be applied with
‘perfect ‘justice to the behavnor of
. our ' economy
‘in- recent’
“months. The
punch that
“was the re-
cession was
“spotted, and
the economy
' —geared by ..
_the keen re- -
flexes of
" thousands "of
the free en- =
. trepreneurs.

, who make it
.up — showed
the resilience
.to take the
blow witwout being knocked to
the canvas. In fact, according to
;most of the indicators, the econ-
omy is hitting the comeback trail.

H. Walter Graves

Hails Indigenous Recovery

" Before I give you those proofs
.of returning. vitality, I thinklwe
.should ‘pause to. note. one thing:
this resilience demonstr’ated by
.our. free enterprlse economy
- stems trom.two things—the safe-
- guards that we have built into
. our .economic system and: the re-
. sourcefulness of Americans in all
: walks of life in making the de-
; cisions™ that -have proved bene-
- ficial.

. has shewn commendable restraint

; treme “emergency”

_in. rejecting some of the more-ex-
measures of

. the old pump-priming type. But

even in the case of the “panic
- button” measures that it did
adopt, according to the record,
. relatively few of the dollars they

. provided have yet reached ‘the
. economy. In other words, the re-
. covery that is now going forward
' is an indigenous thing—a victory
of and by the American people.

‘Now for a look at some of these

- key business indicators refleeting
. on the condition of the economy
. as-a whole:

Key Economic Indicators

* One of these is the Federal Re-

" . serve Board's index oi industrial

+ production

which measures the

~ouwput of the nation’s factories

and mines. After dropping from a
pre-slump (October, 1957) -peak
of. 146 to 126 in April of this
year, the index rallied to stand at

© 130 in June. Most economists ap-
. parently expect the index to keep
" on ‘inching up in the balance of

y the year.

As this progress continues and

“as industry calls back workers
. previously laid off, further de-

clines in the number of unem-
ployed are expected. For the

‘week ended July 19. the Labor-
* Department
‘ nuinber of persons drawing un-

reported that the

- employment compensation claims

: fore The South Carolina ‘Association of.

[

was 2,335,300—the second lowest
*An address by Mr. Graves made be-

- Real Esta'e Beards Convention, Myrtle

On the whole, Congress"

total of the year. -Personal income

has been rising for the last four °
months. In this connection, let me -

point ‘to one of the built-in cor-

- .rectives of the economy—unem-

ployment insurance — that has

‘done much._to soften the hardship

of joblessness and - cushion its

shock on personal income.
~ By and -large, the American
consumer is emerging from' the

‘recession in good shape. As noted,

personal income has rallied: And
at the same time, consumers have

reduced their installment indebt-

edness -in  June for the f{fifth
straight month. The total of such
obligations at the end of June was

~about $J3 billion.

According to the Federal Home
Loan Bank Board, the public’s
ability to buy was greater by the
tirst of April than at any other
time 'in recent history. The na-
tional savings' total at that time
stcod at more than $268 billion.

Thus the public is well able to
gratify its demands.. And, ac-
cording to a survey of consumer
attitudes made in May and June

by the highly respected Univer--
sity of Michigan Survey Research’
and felt"

Center,.” the. “desires
needs for durable goods, homes,
and ‘additions or repairs to homes,

are today almost as frequent as a~

few years ago.” _
Another indication of demand is

found-in the April through June-

vacancy figures of the Census
Bureau which placed the national
vacaney rate at 2. 9% of all dwell-
ing units.

Million Housing Starts
The housing industry has re-

acted vigorously and favorable to.

this demand-—the starts of pri-
vate houses in June were at a sea-
sonably adjusted rate of over a
million units—higher than com-
parable starts in June of 1957

The Federal Housing Adminis-
tration has
proaching all-timmhe monthly rec-
ords * in ~insurance applicatioas,
which also reflect the sirong de-
mand and the related activity to
fill it.

To round out the favorable pic-
ture for realtors and all Ameri-
cans interested - in housing, we
need but note the vast improve-
ment that has taken place in the
availability of mortgage loan
funds at more reasonable rates.

Buyers Favorable Mortgage
Market

NAREB's Research Dvasxon in
- its second quarterly study of thv

mortgage market in 1958, re-
ported that a hrisk competition
exists for mortgage loans between
national and local lenders result-
ing in the offering of a variety of
loan terms, conditions, and in-
terest rates. The study called the
present state of- the mortgage
market *most favorable to home
buyers

Speclf]calh for conventional
loans on new houses, 46% of the
communities  taking 'part in the
survey reported in June that the

been setting or an--

. The Commercial and Financial Chronicle

prevalent interest rate was 5% %,
The supply of mortgage funds for
the conventional financing of new
homes was classified as ample for
four ‘out of five market areas, and
in three out of four areas for
those buyers acquiring an exist-
ing home in a good location.

The study noted also “general
improvement” in the availability
of funds for FHA—insured sec-
tion 203 loans, although it - ob-
served that these gains have not
yet reached some ‘areas- or - af-

fected the market for loans- of

maximum maturity, .
Some gains were recorded with

Tespect to VA-guaranteed: loans,

moreover, with “veterans in some

areas finding local banks:and sav-"

ings and’ loan associations far
more willing to accept applica-

tions (for such loans) than they

were six months ago.” . The study

reported, however, the. reluctance

of most" national lenders to re-
enter this- market. because of the

yield and ‘the uncertainty regard- -

in_g its legislatiye future.

Credit Expansion
All of this means.that the tight
money * policy that slowed our

.business .and. the .gratification . of
-the housing aspirations of the pub-

lic does not seem poised to return.
On the contrary, the Federal Re-

-serve Board is expanding the lend

ing power of the banking system
through the open market purchase
of Treasury bills.

In addition to this expansion of

.credit by 'the FRB, persons seck-

ing mortgage loans have benefited
from the diminished demand on
industry for more loan capital: for
plant . and !equipment expansion.
The Securities and Exchange
Commission reports that this year
purchase for new plant and equip-
ment will total about $32 billion

‘as compared with $37 billion in -

1957. In the dynamic American
economy—the economy that rolls

with the punch—this lessened de- .

mand cannot be expected to en-
dure forever. Industry will again

be in the capital market seeking
1unds for expansion and probably . .
in the near future.

1958 Looks Like a Good Year

To.us in the real estate business,
I think the situation ‘adds ‘up to
two * observations: 1958 has the
potential of being a.really good
year, but the development of that
potentlal is up to every Realtor.
While our economy has improved
from the days of 1929 to the ex-
tent that it has built in stabilizers
agamst the extremes of depres-
sion, it contains no automatic
guarantee of ‘success for the in-
dividual. Today, as in 1929, as in
1776, individual success or. the
lack’ thereof is ultimately and
rightly up to the individual.

Realtors know this. And they
will not be found wanting in the

exercise of diligent, hard work

and professional skill in their own
behalfs and that of the public:

Form Fin. Secs. Corp.’
(Special to Ttk FINANCIAL CHRONICLE)
QENVER, Colo.—Financial Se-
curities Corporation has been
formed with offices in the Farm-

.ers Union Building to ergage in a

securities busmess Officers are

Joe W, Newcomer, President; John -
and |

, Freiberger lo Be
Now With Hemphill, Noyes .

J. Desch, Vice-Presiclcnt.
Ruth L. Piland, Secretary.

(Special to Tus FINANCIAL CHRONICLE)

CHICAGG, Ill. — William J.

Brinkworth has become affddiated
‘with Hemphill, Noyes & Co., 231

South La Salle $treet. Hc was
Eorn_mcply with: MeCormick & Co.

Taylor, Rogers Adds

(Special to Tit: FINANCIAL CHRONICLE) - *

of Taylor, Rogers & Tracy, Inc.,

105 South La Salle Street, mem- - VVeis: _
e T e MEx- “B. Vick & Co.; 123 South La Salle

bers of the Midwest Stock Ex-
change.

CHICAGO, IlL.—Walter S. Lich- '
man has been added to the staff -

"(809) 9

Hayden, Stone Issues
Historical Booklel

. Hayden Stone & Co., 25 Broad
Street, New York Cltv, members
of the New-York Stock Exchange,
and other leading Exchanges, have
issued a most interesting histori- .
cal brochure commemorating the .~

‘firm’s 66 years of continuous
* service to investors.

Lavishly illustrated, the bro-
chure - describes - the- services ' of

the firm, established in 1892, then

and now To us a most mterestmg

dtem on a reproduction of the first

page of Hayden, Stone’s ledger for
expenses in 1892, is a notation,
“Financial Chronu.l(‘ 2

Richard K. Jones Wllll
Beil & Hough, Inc.

(8pecial to THE FINANCIAL CHRONICLE)

ST. PETERSBURG, Fla—Rich-

‘ard K. Jones has become . associ-

ated with Beil & Hough, Inc., 350
First Avenue, North, members of

:the Midwest Qtock Exchange Mr.

Jones ‘was formerly in. the Mu-
nicipal- Sales: Department. of 'the
Tampa office of Pierce, Carrison,
Wulbern, Inc.

- V.-P. of Murch Co.

CLEVELAND, Ohio — On Sept.

"15th, Lloyd S. Freiberger will be-

come a Vice-President of Murch
& Co., Inc, Hanna. Building,

-members of the New York Stock

Exchange.

Joins M. B. Vick & Co. -

1 (Special to THE FINANCIAL CHRONICLE)

CHICAGO, Ill. — Ronald M.
Weiss has joined the staff. of M.

Street.

BACHE & CO.

STROUD & COMPANY
INCORFORATED
" FAHNESTOCK & CO.
COURTS & CO.

H. HENTZ & CO.

August 26, 1958

Duted Scprcnﬂkr 1. 1958

DICK & MERLE-SMITH

PAINE, WEBBER, JACKSON & CURTIS

" 'GREGORY & SONS
BAXTER & COMPANY .
NEW YORK HANSEATIC CORPORATION

This announcement. 1s nol an offer 1o sell or a solicitation of an oﬁa 10 buy these securites.

The offering 15 made only by the I’racpfcl/z:

$50,000,000

~Southern California Edison Company
First and Rctunding Mortgage Bonds, Series K, Due 1983

- 428%

Price 101.113% aizd accrued interest

The Prospectius mav be obtarned 1n any. state in which this announcement is.circulated from only
such of the undersigned and other dealers as may lazefully offer these securities in such state.

HALSEY, STUART & CO. INc.

BEAR, STEARNS & CO. L.F. ROTHSCHILb & CO., SALOMON BROS. & HUTZLER
. FRANCIS I. duPONT & CO.
R.
SHEARSON, HAMMILL & CO.

BURNHAM AND COMPANY

BAKER, WEEKS & CO.
J. C. BRADFORD & CO.

‘SHELBY CULLOM DAVIS & CO.
VAN ALSTYNE, NOEL & CO.

McDONNELL & CO.

Due Septcml)er 1, 1983

WM. E. POLLOCK & CO.,
STERN BROTHERS & CO.
~ COOLEY & COMPANY

|

W. PRESSPRICH & CO.

HIRSCH & CO.
INC.

IRA HAUPT & CO.

.

. Beach, S. C.
gitized for FRASER
tp://fraser.stlouisfed.org/
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Higher Gold Price Contentions

By MERRILL E, SHOUP~*
Colorado Springs, Colo.

The head of several gold mining companies, other firms and a

banker, outlines eleven beneficial accomplishments which he

claims will result from devaluation of U. S. dollar and, then,

full convertibility. Mr. Shoup proposes a Treasury gold-price

of $100 and asserts “now is the crucial time — economically
‘and politically.”

 ‘Since the dawn of mankind,
history has always repeated 1tself.
There are five distinct steps in
the economic cycle which every
mation at
.some stage
has passed
through, and
the United
‘States is no
exception.
Steps are:

(1) Currency
.debasement.

(2) The is=
suance of ir-
redeemable
paper money
which is fol-
lowed by great
government
and consumer credit expansion,
leading to higher prices, higher
costs, spiraling’ inflation and ‘a
steady decline in the purchasing
powe1 of money.

' (3) When inflationary forces
become too great to be controlled,
a collapse of the economic struc-
ture built upon inflated prosper-
ity.

(4) Depression,

(5) The return to6 sound cur-
rency which brings .a drastic
“shakeout with attendant misery
and suffering,

Merrill E. Shoup

Today we are well into the

fourth step — depression.  The
United States is confronted now
.-mnot only with a depression but
spiraling
dollar depreciation.

What to ﬁo

To add to ‘all of our problems,
reports persist from informed
sources that Russia is preparing

to get back her ruble with gold"

and get the jump on us by launch-
ing a “Golden satellite.” Our
Nation cannot ignore the possi-
bility of a gold-backed ruble and
must immediately take- all steps
necessary to cushion and prevent
any shock which would result
from Russian initiative, since, if
the ruble is established as a basm
currency with the dollar and the
pound, it will have far-reaching
effects not only in our Nation but
all the world. Our position abroad
would quickly be wundermined,
our prestige delivered a shatter-
ding blow, and our Nation caught g
without gold as Russia caught our
military and airplanes without
missiles. This must not happen.
Such patriotic and thinking citi-
zens as B, F. Pitman, of San An-
tonio, Tex., interested in our Na-
tion’s welfare have proposed the
following program, which has al-
ready been sent to outstanding
Members of our Congress.
Reiterating again, the Russians
are planning to get the jump on
us again by launching a “Golden
satellite.” “Persistent reports from
informed sources,” state Russia is
preparing to get back her ruble
with gold. This would be a blow
more devastating to our economic
and financial leadership than
sputnik, and we cannot brush this
threat off lightly.
been foohshly discouraging gold
production in the United States,
Russia has been puttmg fourth a
herculean ‘effort to increase it.
If the ruble becomes a hard cur-
rency backed by gold, it is en-
tirely possible, if not probable,
that it will be on a parity or bet-

*An address by Mr. Shoup before the
Denver Mining Ciub, Colo., as inserted in
the Appendix of the Congrcuwnal R-cord
by Rep. J. Edgar Chenoveth of Colorado.

inflation and further

While we have

ter with the United States dollar
through all the world.

Questions U. S. Dollar’s
Soundness
The wholly inadequate gold res
serves backing the United States
dollar have already created grave
misgivings as to strength in inter<
national monetary circles. Many
people consider both the Swiss
franc and the West German mark

- as sounder currencies than the

United States dollar, and the pre-
mium that persists on the Cana-

¥ dian dollar indicates that it, too,

is held in more esteem than the
almighty United States dollar,
Moreover, gold denied the United
States citizen is readily obtainable
in unlimited quantities in Switz-
erland, Germany, and Canada, as
well as other parts of the world
thereby encouraging at least a
mild “flight from the (United
States) - dollar” into currencies
deemed stronger,

To thwart Russia, and at the
same time arrest the depression,
the United States dollar should
2e promptly devalued and re-
stored to full convertibility., What
will be accomplished?

Sets Forth 11 Accomplishments

(1) Hundreds of closed and
marginal gold mines in the United
States will be quickly reopened,
thereby putting back to work
thousands of miners thrown out
of work by the closing of the lead,
zine, and copper mines or, cur-
taxlmfr their operations. There is
no 1easonable poss:blhty that un-
employed men formerly engaged
in nonferrous mining will other-
wise get off the mounting unem-
ployment rolls in the v1slble fu-
ture.

(2) An official devaluation of
the United States dollar; fixing
the price of gold at $100 an ounce
would strengthen the sagging
price of all commodities, particu-
larly farm products and nonfer-
rous metals.

(3) The high cost of labor has
priced  our manufactured prod-
ucts, and to a large extent our
farm products, out of world mar-
kets. Devaluation of the dollar
would quickly restore our com-
petitive position in world mar-
kets, clear out our astronomical

urplus of farm products, and
stimulate = manufacturing, con-
ceivably to boom proportions.

(4) Corporations are struggling
with inflexible costs and dimin-
ishing volume, which are appar-
rently Gammg momentum on the
down side. - A devaluation would
quickly cause a resurgence of
buying, with the result that ca-
pacity opelauons would be re-
sumed, improving uprofit margins,
As a corollary the diminishing
flow of taxes to the Treasuxy
would swell back to former levels
and could even exceed them.

(5) Buving in the United States
by foreign countries has been
alarmingly reduced. A devaluation
of the dollar would permit for-
eign countries, particularly the
so-called - backward nations, to
step up purchase in the United
States, which in turn would per-
mit a sharp reduction in the bil-
lions of giveaway money which
we have been capriciously
squandering,

(6) The intolerable burden of
the gigantic national debt (and
taxes) would become bearable.

The Commercial and Fina:zciql Chronicle® .

(7) A new price of $100 per
ounce on gold would create a
surplus of around $41,000,000,600,
which would permit a sharp re-

duction in taxes for many years

to come,

_ (8) If deemed advisable, the in-
crement created by the new gold
price could be used, at least ‘in
part, to reduce our national debt
rather than treat it as nonrecur-
ring income,

(9) There is probably not a

single informed economist in" the

world who believes the United
States can measurably reduce its
national debt, let alone pay it off
in full, unless and until the dollar
is devalued in terms of gold. Ul-
timate devaluation is as inevita-
ble as night following day. Why
not do it now?

(10) Restoration of full con-
vertibility, both internally and
externally, would block the Rus-
sians in what apparently is their
scheme to replace the United
States dollar with the ruble as
the foremost world currency.

(11) The hysterical grasping for
straws to arrest the downward
plunge in . our economy suggests
a repetition of ineffectual cures
tried in the early 1930’s. The one
move that was ultimately success-
ful- in the last depression again
holds more promise than all other
economic nostrums put together—
a long overdue pncc increase in
gold.

Fears Ioreign Run on Fort Knox

The threat of forced devalua-
tion hangs over our head like the
sword of Damocles, and the thread
holding it is getting thinner' by
the moment. Foreigners have
claims which could be converted
into gold to the extent of an es-
timated $14 million to $16 million.
Any day the apprehension which
foreign countries have with re-
gard to our ability to redeem in
gold may start a run on our Fort
Knox reserves, If, for example,
Germany ‘should convert some of
its United States Government ob-
ligations into cash and demand $1
million in gold, a run of cata-
strophic proportions might be im-
mediately started. Now that the
bill 1ate is down from around 374
to 114 %, the inducement to .for-
eigners to keep dollar balances in
short-term bills is much less im-
pelling,

Now is the crucial time—eco-
nomically and politically.

This program may seem - ex-
tremely revolutionary and' will
cause much controversy. Despite
the “prosperity just around the
corner” emissions from Washing-
ton, we -either are in a’drastic
recession or a depression, depend-
ing upon the school of economists
consulted, which can easily spiral
downward. Frantic efforts to
stimulate the economy by - re-
newed profligacy in Washington
may arrest the downtrend tem-
porarily, but a revival of lasting
confidence cannot be generated
with the Government engaged in
an irresponsible spending spree,

We expect to have introduced
in the Congress a bill to increase
the $35 statutory price of gold'to
$190, permit Ainericans to own
gold, and to do all necessary-to
place this program in effect. If
you agree with us, you can help
by— .

(1) Furnishing press releases to
newspapers and periodicals.

(2) Working with radio and TV.
stations to carry this message to
millions of listeners and viewers.

(3) Writing your Senators, Con-
gressmen, friends, their Senators,

Congressmen, friends, and stock-
holders urging them to pass on
this message.

(4) Initiating a broad letter-
writing campaign to anyone who
can help the campaign to gain
momentum,

Action is necessary now,

. price.
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Higher Gold Price Relulahons

By HON. EDGAR W. HIESTAN,

- Member of -House of Representatives (

hf., Rep.) -

Rep. Hiestand utilizes his Banking and Currency knowledge
to- succintly refute, one by ome, the eleven accomplishments
his “fellow- Dartmouth ' alumnus claims. would , result. from
_devaluiﬁgthe U. S. doliar. Disagreeing with Mr. Shoup, whose
views are found on this page, the Congressman explains why
fixity of .existing Treasury gold-price is a necessary con-
comittant of convertibility but that.redeemability at a. higher

'price ‘would, indeed, be one

of the greatest disasters that

could hit this country.”

On May 5. there was in the
Appendlx of the “Congressional
Record”-a very eloquent appeal
for devaluation of the currency.
Becauseit
came from a
successful
businessman
(Mr. Merrill
E. Shoup,
President of
the Golden
Cycle Corp. of
Colorado
Springs) of
consideraple
stature, and
because he ap-
peals for
“sound ‘mon-
ey’ and “to
stop inflation
and further dollar depreciation”
but advocates the opposite, his
speech calls for a reply:

I must take emphatic issue with
his advocacy of the cause of rais-
ing the price of gold from its pres-
ent price of $35 per ounce to $100
per ounce or in-fact any other
That, in my judgment,
would, indeed, be one of the
greatest disasters that could hit
this country. I also take issue
with him on several of his pre-
dicted results and certainly on the
desirability of all the rest of them.

Here are his “five distinct steps
in the economic cycle which every
nation at some stage has passed
through, and the United States is
no exception.” They are:

(1) “Currency debasement.

(2) “The issuance of irredeem-

Edgar W. Hiestand

able paper money which is fol-,
lowed by great government and-

consumer credit expansion, lead-
ing to higher prices, higher costs,
sp1ra1mg inflation and a steady
decline “"in" the purchasing power
of money.

(3) "“When  inflationary forces

become too great to be controlled,

a collapse of the economic struc-
ture built inflated prosperity.

(4) “Depression.

(5) “The return to sound cur-
rency which  brings a drastic
shakeout  with attendant misery
and suffering.”

If he is correct in: his analysis,
why does he want us to follow in
that tragic path? The very move
he advocates is exactly the No. 1—
Debasement- of the Currency.

Doubts USSR Ruble
Convertibility

He even alleges a Russian threat
of convertibility. We are all aware
of rumors that the Russians have
developed large gold reserves, but
why indeed should they even con-
sider making the ruble convert-
ible? The whole history of the
Kremlin masters is the exact op-
posite. They not only have de-
valued it many times, but even
repudiated their own bonds. And
what does he mean by convert-
ible? Surely he doesn’t imagine
they would make the ruble con-
vertible -internally: Wouldn’t the
Russian peasant hoard every gold
ruble he could earn or steal? Can
you imagine the :Kremlin masters
letting Russians have gold?
" Or, what meaning can external
convertibility have when there
are no rubles outside of Russia?

*An address by Rep. Hie<*and tn the
H~use of Representatives, May 21, in
re ly to Mr. Merr''l E. Sh~un’s n-on--

te devalue the U. S. dollar which was
lrsav “e- ‘4 ¢%e Appendix of the Congres-
sional Record.

‘many,’

The gold with which. Russia set«
tles her balances is bullion, the
same as all other international
settlements, and at the U. S. price
of $35 per ounce. Internatlonal
settlements cannot be  made in
coin, They are book entries or gold
bullion at $35 per ounce. And
lastly, is there any reason-at all
why we should imitate the Rus-
sians, even - if they should make
the ruble convertible?

My, Speaker, make no mlstake

- “about it. I'am in favor of making

our dollar convertible. That would
be a great step in' strengthening
our national economy. That would
indeed, establish a sound cur-
rency, the finest 'in the world,
And I believe not only West Ger=
but Canada, Switzerland
and other nations, such as Hol-

:land; Belgium, and then Britain

wou‘ld soon follow us.:
However, 'the gentleman advo-

“cates the direct opposite, .almost

complete ‘debasément. of- the*cur~
rency. - He states that our gold
reserves are “wholly inadequate,”

‘How would. devaluation change

this? We’d simply have vastly
more and smaller-valued dollars,
The ratio. as commodity prices
rose would be.the same.

‘Terms Canadian Dellar Premium

A Misnomer
Perhaps some people regard the
Swiss franc, the Deutschmark, or
the Canadian dollar as more sound .
than the U. S. dollar, but if these

‘people are more than a very. few

we would witness a large flight
from the dollar into those curren-
cies.
highly - regarded “because : these
countries - balance - their ' budgets
and refrain from -wild and-unré-

" strained spending-projects beyond -

their means.  The: “premium”: he
refers to for the Canadiandollar
is -a misnomer. The . Canadian
dollar is an-entirely different and
independent currency - and - has
nothing to do with the U. S. dollar. -
If it had been called a “pound” or
a “ruble” it would have no differ-
ent relation than at present. i

And what does he mean by that
crack about ‘“our nation caught
without gold?” How could that
possibly happen at present? - We
now can refuse to convert, Of
course, under his plan of gold at
$100 per ounce the pressure for
our gold might be three times as
great as at present. And, if, as he
advocates, it were “freely convert-
ible” wouldn’t it rush out of this
country faster than ever? i

And he claims that devaluing
the dollar would not only “thwart
Russia” but “at the same time ar-
rest the depression,” and he states
}Jhe results would be 11 in num-

er:

Answers Shoup’s Eleven Points

(1) The immediate reopening
of “closed and marginal gold
mines” putting back to work
thcusands of miners. I agree, that
would be a bonanza to the 3,000
people in the gold mining indus<
try, but what a disaster to 170
million people of the Umted
States!!

(2) He claims “an official de-
valuation of the United States
dollar” — “would strengthen the
sagging price of all commodities,
particularly farm products and
nonferrous metals.” I agree, pos-~
sibly prices of lead, zinc, and cop-

Continued on page 25

Each of these: currencies'is ~
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Revaluation of Gold or
'Man-Made Reseives’’

By W. J. BUSSCHAU - .

Former Finance Minister of South ‘Africa * - -
General Manager of New: Consolidated Goldfields; Ltd.,
: .- Johannesburg - - - ‘- e ¢
‘Author. of “Measure of Geld”--.- - : .- v owd
Internationally known. writer .on gold discusses three solutional
alternatives for countries suffering from a gold shortage.  Mr."
Busschau finds that the first, reduction of bank. credit, requires -
" deflation .but ‘under. today’s conditions. wonld be impractical; |
the second;:the -creation of man-made reserves,” merely en-
~ larges ‘international debt andoffers no fundamental correction’;
~ but theé third, revaluing bank credit downward in terms of gold;
is most ‘meritorious hecause it provides resetves without a ot
+ tesponding increase in the amount of external debt. The author
“advises that if ‘gold revaluation is not adopted, the rest of the'
West should strive to make their goods more competitive: than -
- those of the U. S. A. in conimon markets and, in time, by
_ replenishing their reserves.can benefit from, and bring about;
eventual gold price rise. A

The countries “of “the West

< through their participation in var--

*.ious -international arrangements
© may be said to constitute a system
of . currencies.: '
- It vis now+
¢ widely recog-:
nized . that:
within this..
;.. system-there -
. is .at present
. insufficient
. ‘internatiohal:
¢ liquidity. The
." essential facts
" are that in the .
. system there
.~ has since he-
. fore World
. War Il been'a“
four .- fold ‘in-
crease in bank’ ;
credit while gold reserves have
increased by only two-fifths. The
result ‘has ‘been :that countries
Cwithin® the: :system have “found
« themselves short ‘of gold, the “in-
ternationally usable money”. Con-
i sequently,- exchange and other
. restrictions continue to exist with
““the object of preventing a-certain
“"amount of trade, the existence of

Dr. W. J. Busschau .

““which might put pressure on the -

' ‘national“treasuries. Rt
" The argument. for a uniform
: ‘change in the price of gold within
. the:system amounts to saying that
. 'the payment of a debt ‘owed in-
¢ ternationally should require the
““trahsfer of a ' smaller ' physical
amount of gold than the present
' 'arrarigements provideé. The present
" gold values of the national cur-
- rencies 'of the West mean that in-
ternational ‘balances of the size
now. encouftered 'in “practice are
i.(as a'result of the overall expan-
% 'sion’ of bank credit) so great that
s the' resultant settlement becomes
Z“too ‘héavy ‘on-the national
+ treasuries. c

bepicts But Two Choices
~ - -As-a result the countries with
low liquidity have perforce to in-
. troduce restrictive measures,while
.- creditor countries like the United
. States have had to introduce ex-
. bedients designed to prevent, at
. least. temporarily, too great a
-~ drain' on-the reserves of debtor
" eountries. . It. is . obvious - that Ain
. the. .international. sense liquidity
* eould be improved  if the total .of
. bank tredit .were reduced . or. if
.“bank credit weré revalued down-
“wards.in terms .of gold. The at<
. tempts which so far -have been
“"made.to use the former remedy
indicate that the way of deflation
' is not practical in- this present
. world because of the rlgid_ity of
wages  and -the dangers of chain
.reactions: leading - to- decreases in
N ef_fec.ti've.'dgmand'gfea't enough to
: €ause a world-wide slump. ‘In thé
- context, the revaluation of paper
' money so that it will, through in-

necessary - counterpart the .debt
created. Gold or any other asset
. udcquired in international banking
is.a net addition 'to assets -only if
_its acquisitiori-does'not lead to an
increase in debt. Those who ac-
cept the case for a revaluation of
- bank _credit in terms of gold
should ‘therefore, not, regard the
proposal- for: “‘made-made” re-
Serves ‘as in any sense an accept-
" able alternative. [ . .. P
The source of - the present
47 trouble .is*mainly ‘in- the ihcrease
in“ bank " ‘crédit. - in** the - member
countries :of the ‘system, ‘and to
-~ substitute international credit,
- which .can - abvionsly be " related
back :to..national . dehts,. is the
“‘mixture. as.before.” Indeed -the
" borrower” should  himself “be: con-
- cerhed ‘about the tofal of what he

(YENRY)

&

reserves’ simply envisage the en-
larging of international debt and
the expansion of the total of na-
“tional bank credit of ‘members of

ence- between “revaluation
of bank “credit, aggregate money “gold” and “man-made reserves”
income ‘and the volume of em- lies 'in the fact that the former
ployment in the West. would give to the reserves of each

While the desirability of revalus «ational member of the system a
ing. gold is tiow widely admitted greater potential command  over
in {he .United Kingdom," it has*in -the clrrencies ‘of other members

recent public’ discussion”in“Engs Without a: corresponding increase |

land been linked- with anothet in the amount of its external debt.
idea— that . of * “man-made ' res’ The new proposals can, thercfore,
serves”—which is:certainly:not a 1].31‘(11}’ be: .described as  respon-
corollary.” Supporters of ‘the new - Sible thinking on'the subject at a
idea argue that a general risé“in -time when it is.clear that the ag-

.-the price.of gold would be a good ‘gregate of bank credit in the West
= thing’ but; .as the United States is'insupportably high in relation
~.remains adamant in its opposition,’. to gold reserves (at their present

an alternative 'to " follow - is ' the currency: values) and, hence, “bal-

. further’ creation of “man-made”, ance of payment” problems he-

reserves, It is acknowledged that, come inevitable.

\ fowes. I the present context’the -
proposals” for ‘adding -“man-made ;

the 'system. The essential differ- °
of °

" national * financial

- the system of currencies has been

kept in being .by the inclusion in.
national ‘reserves of foreign ex-

- change; and that the total -so held

has-inereased - from about $2.5 ‘bil=
lion in. 1937 to over $23 billion at
present. The remedy proposed is
either i i
(1) a large stabilization:loan
from. the United States, or

(2) fturther eredits from:inter-
national institutions like the L.M.F:
which means indirect loans by the
participants in I.M.F., etc. ‘

Put simply the remedy proposed
is further international credit. ‘It
is probably realized that the
United 'States Congress  will be
averse 1o giving: large “‘stabiliza-
tion. loans” for a “stabilization’
for which it has lent before and
which is not likely to come.” The
alternative is a way of “wrapping
up” the transaction, but its real
intent is clear enough. The sys-
tem /is like ‘a. family and loans
within the family as between the
less illiquid to the more illiquid
cannot in any way alter the over-
all illiquidity of the family or the
system. In other words, the opera-
tion of this “remedy” is simply to
reallocate temporarily the basic
illiquidity within- the system:
What is not explained is how the
loans are to be repaid. .Are, for
example, the borrowing countries
to repay in gold, and if so from
which countries are they to draw
gold,. or is the. balance of pay-
ments to become so favorable
that the loan from the United
States will be offset against. debts
which will' be payable “to - the
United Kingdom?

It is consistent with the prac-
tice. of post-war international {fi-
nance that the structure could be
propped . up in this way for some

-lime pending its later and moré

complete collapse. More inter-
national credit will temporarily
allow the continuance of unsound
policies, hut
while these may alter the pattern
of the. financial worries of 'thé
member countries of the system,
the basic weakness will remain.

“Resérves” by their very nature
cannot 'be “made-made” in the

There.is an alternative. 'If the

United : States . continues: for. the -

present. to refuse ‘to budge in its
opposition, the “rest of the West”
should so :order their monetary
alfairs as to make their goods
,more competitive with American

)
Ve v
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goods in common markets. If “the
rest” ‘deliberately set out to re-
plemsl:i _(tiheilt‘hreserves and they 1 M & G dl |
succeeded, 'they and not  the

United States would, when the ul- ayer au "'o
timate revaluation comes, secure _Joseph R. Mayer and Francis X.
the benefit of the.premium on. Guadino. have been named Vice-
the additional reserves. they. so.- President-Treasurer and Assistant
acquired. If “the rest” could act Treasurer respectively .of .the
$0 sensibly, it might be to their i
current interest not to werry. too

much- if ‘the ‘American authorities

wish to remain stubborn: for the

present. After.all, history is full. of

revaluations -which were strenu-

ously -opposed until .the logic of

events - proved : strong enough to.

cause .a sudden and complete re-

versal of policy. i et

With Morton, Hall .
(Special to T FINANGIAL CHRONICLE)
LEWISTON, Me.—Samuel Perry
Is now connected with Morton,
Hall & Rounds, Inc., 226 Main St.

With F. E. Siemens & Asso.
(Special to Tnr FINANCIAL CHRONICLE)
PORTLAND, Oreg. — Edwin R.
Swauger is now with F. E. Siemensg
& “Associates, 584 Pittock Block,

Joins Donald C. Sloan Co.
(Special to Ts FINANCIAL CHRONICLE)

PORTLAND, Oreg.—Chester I.

Ferguson, Jr. has joined the staff

of Donald C. Sloan & Co., Cascade ; 3 ¥
L, ! R. R. Reed With Alm &

Am. S. E. Apboinls

Joseph R. Mayer ' Francis X. Gaudino
American Stock Exchange accord-
ing to .an announcement by Ed-
ward T, McCormick, exchange
President, Mr. Mayer, with 34
years service, will be head of the
market’s Division of Administra=
tion. Mr, Guadino, with 32 years
service, will be director of the Fi-
nance Department. The appoint-
ments will be effective on Sept, 1.

Co.
(Special to Tim PINANCIAL CHRONICLE) - - |
* With Parker, Connaway ~_ OSHKOSH, Wis. — Ruben R.
(Special to THE FINANCIAL CHRONICLE) -Reed IS‘DOW with Alm & CO., Ine.
PORTLAND, Oreg.—William L. 302 Main Street.
Warner  has become connected -
with Hunter Parker, Connaway &
Holden, 430 Southwest Morrison
Street.

With Paine, Webber

(Special to THE FINANCIAL CHRONICLE)

7

Now With Collin, Norton’
(Speelal to Tur Fivancian ChRoNICLE)
TOLEDO, Ohio'— Raymongd ..
Hawkins is now conrected with
Collin, Norton & Co., 506 Madison
¥ ELE alif.=—O0. Mor- s
ated with Paine, Webber, Jackson York and” Midwest Stock Exe

& C\irtis, 626 South Spring Street, changes.

NEW ISSUE °

|

Incorporated

“ Thas announcement is ngither:an gffer to sell, nok.a sulicitatton of ‘offers-to buy, any of these securities.
The offering 15 made anly by the Progspectus.
03 e ‘ i

Arnold Altex Aluminum Company
. (A Florida (Jorpora_tion)

35¢ Cumulative Convertible Preferred Stock

(Par Value $4.00)

Convertible into Common Stock at the aninal rate of 114 shares of Common Stock for each
share of Preferred Stock; Entitled to an annual sinking fund as set-forth in Prospectus;
Redeemable at $5.50 per share plus acerued dividends

Copies of the Prospectus may be obtaned from such of the undersigned
as may latcfully offer the securities in this State.

The Johnson, Lane, Space Corporation
 Fulton, Reid & Co,, Inc.
- Powell and Company.
Baker, Simonds & Co.
. lloward, Weil, Labouisse, Friedrichs and Company
Erwin & Co., l'm;. :

“ACM. ‘Lai{;'& Company, Inc. Livingston Williams & Co. Inc.

‘

‘ August 28, 1958

300,000 Shares

* Price $5.00 per Share

*+ Cruttenden, Podesta & Co.
First Securities Corporation
) ! Durham, N, C. .
Plymouth Bond & Share Corporation
R. F. Campeau Company
T. C. lenderson & Co., Inc. . v
Morgan & Co.

Varnedoe, Chisholm & Company, Inc.

.. ternational ‘exchanges,  relate .to
.. less gold remairis the one sensiblé
remedy for stabilizing the volume
gitized for ngASER
ip://fraser.stlouisfed.org/

gense. that they. can' be created
through borrowing, as.the asset
acquired by borrowing has as a

Mann and Gould Odess, Martin & Herzhers, Inc.”
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Bank and Insurance Stocks

By ARTHUR B. WALLACE
This Week — Insurance Stocks

Great American Insurance Company

Orgzanization of this company was in 1872 under the laws ol
New York, ard capital was $1,000,000. There were sever.al in-
creases up to 1911 when capital went to $2,000,000 at the time of.
the merger of Rochester German Insurance Co. A number of
other increases tock place over the years, several of them con-
nected with mergers; and the capital now stands at $14,343,500,
par value of the shares being $5. The company heads a fleet of
other carriers, as {ollows:

American National Fire Insurance Co.
Detroit Fire & Marine Insurance Co.
Great American Indemnity Co.
Massachusetts Fire & Marine Insurance Co.
‘Rochester American Insurance Co.

The holdings also include One Liberty Street Realty and
Sccurities Corp. American Alliance Insurance Co. was merged
with Great American in December 1953. In November 1953 Great
American Corp., a beneficial trust, was then dissolved and this re-

sulted in a stock dividend of 0.28 share for each share held.

A break-down of wrilings ior 1937 gave the following major
line aistributions:
Straight Fire
Jixtended Coverage __. 9.0
Auto Liability —.._____ 15.0

Miscellancous smaller lines make up the difference,

The company is licensed nationwide and is represented by
about 22,000 agents. About every form of coverage is written,
except life, Large loldings of a number of hizh grade common
stocks are reported:

44,400 Chem. Corn Exch, Bank .
18,000 ¥irst National City Bank,,,
18,000 Hanover Bank .
18,750 Chagé Manbatlan Bank
12,000 Manufacturers Trust 188,000 Standard, Oil, N. J.
4,000 Tirst Nat'l Bank, Chicagn 75,000 Texas Co.; ete.

The common stock holdings were carried at the end of 1957
at $143,835,000; bonds at $90,000,000, and preferreds at $30,000,000.

The following tabulation is a five-year showing of the com-
pany’s income account, in thousands of dollars:

1953 1954 1955 1956 1957

Premiums written. $120,939 $124,138 $125,782 $135,106 $146,513
Premiums earned. 117,253 123,340 125,304 130,765 ~ 143,362
Ratio of losses &

Joss exp. to prem.

earned
Ratio und. exp. inc.

to prem. written
Und. profit or loss
Investment income
Per share

6.0%
9.0
7.0

27.5% Auto Property Damage. .
Auto Physical

Workmen’s Compensation

12,900 First Nat'l Banlk, Boston
22,000, American Can

48,006 'American Cyanamid
27,000 Caterpillar Tractor .

585% 63.3% 67.8%

40.9%  40.7% 40.4%
$574 —$6,972 —$13,043
9,396 10,250 10,240
$3.28 $3.57 $3.57

Net after' Fed. tax. $7,689 $7,664 $8200 $5,073 —$1,586

Per share $2.68 $2.67 $2.86 3177  —$0.55

The ratio of losses and loss expenses 1o earncd premiums
shows a rising trend which is reflected in the industry results.
For Great American, the five-year average combined loss and
expense ratio through 1957 was 101.4%. However, there has been
a quite steady improvement in investment income.

Great American has in the past few years been shifting its
portfolio distributien somewhat, On a consolidated basis it has
changed as follows:

Cash &
Gov'ts
30.6%
254
19.9

56.6%

40.0%
$2,468
7,830
$2.73

59.0%

40.2%
$735
8,421
$2.94

Other
Bonds

12.3%
12,7
14.6
17.7 14.7 9.0 48.5 10.3
17.6 15.8 9.5 45.2 11.9

Dividends have been paid uninterruptedly since 1873 shortly
after organization; and since the start cash payments have totaled
$94,450,000; stock dividends $4,500,000. The yield at the present
price, on the annual rate of $1.50, is approximately 4.20%, at 35%.
The pay-out is conservative and represents 57% of investment
income for 1957.

Dividend payments of insurance companies are derived solely
from investment income in practically all companies. Under-
writing profits, where they occur, are ordinarily retained in the
business to help finance growing volume of writings. In veriods
such as the present, when underwriting is unprofitable, there is
less disposition to increase dividend pay-out.

Odher
Assels

8.9%
3.1
9.4

Contmon
Stocks

35.3%
421
16.0

Preferred
Stocks
12.9%
11,7
10.7
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Great American has enjoyed a substantial increase in volume
ol business written in recent years. In 1952 this total was $101,-
934,000; by the close of 1957 it had grown to $146,513,000, a gain
of approximately 44%. k

Ten-Year Statistical Record — Per Share*

Liy. Adjust, TInvest. Federal Net
Value Und. Income Taxes Earn.

$27.52  $1.39  $0.93  $0.23  $2.15
32.85 1.98 1.13 0.62 2.49
38.23 1.31 145 0.38 2.28
. 41.73 0.63 1.51 0.17 1.96
43.45 132 161 0.68 2.25
4404 079 180 058 - 201
5750 —1.02 2.21 0.37 1.82
64.20 0.09 2.42 0.41 2.10
56 65.23 —0.82 270 . $0.31 2.19
57 57.59 —1.67 2.63 1037 1.53
“Adjusted for stock dividends: 28% in 19533; 25% in 1950.
7Credit on Federal income taxes,

Despite the fact that Great American’s 1957 liquidating vslue
was down about 13% fron a year earlier, due primarily, of course,
to the year's shrinkage in the assets, the longer term showing
was safisfactory, being about 122% in the decade ended De-

Price Range
High Low

2043 1612
2435 1974
25% 217
2815 24
323, 26
3414 . 2T%
431, 3214
46" 36
41%; 313
39% 2475

Dividend
1948 30.75
49
50
51
52
53
54

b
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GRINDLAYS BANK LIMITED

Almalgamating National Bank of India Lid.
end Grindlays Bank Ltd,
Head Office:
26 BISHOPSGATE, LONDON, E.C3
London Branches :
13 ST. JAMES’S SQUARE, S.W.1
§4 PARLIAMENT STREET, 8.W.1
Bankers to the Government in : ADEN, KENYA,
OGANDA, ZANZIBAR & SOMALILAND PROTECTORATS
Branches in:

CEYLON, BURMA, KENYA,
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Bank Shares Readily Sold in 1957

- Yet Capilal Ratios are Bown

American Bankers Assn.’s study of problems facing banks in
selling shares to increase capital funds show: (1) 1957
provided a ready market with smaller banks selling more
stock in relationship tu their capital accounts than did larger
banks; (2) earnings ard dividends were an important influ-
encing factor on price; and (3) despite doubling of capital
accounts since World War 11, the ratio of capital to risk assets

has declined from 26 to 159,

Even though commercial banks
have doubled their capital ac-
counts since the end of World
War 11, the ratio of capital to risk
assets has declined from 26 to
15%, according 'to the Economic
Policy Commission of the Ameri-
can Bankers Association. The
commission has just completed a
study of problems facing banks in
selling common stock to increase
their capital funds.

The commission observes that
“Expanding loan demand in the
years ahead is likely to put further
pressure on bank capital posi-
tions,” Banks’ capital positions
control their capacity to increase
total loan volume and to make
larger loans to individual bor-
rowers,

As a part of a broad study of
capital and earnings problems of
commercial banks, the Economic
Policy Commission. sought infor-
mation from a representative
group of banks to examine some
of the problems in connection with
issuing of common stock. Accord-
ingly, questionnaires were sent to
227 national banks that sold com-
mon stock for cash during 1957
and to a selected group of state
banks, Answers were returned by
73% of the banks, accounting for
more than 90% of the shares sold.
The responses covered stock is-
sues ranging in size from $40,000
to $120,000,000.

The A.B.A. commission notes in
its report that retained profits
“have been the main source of
new bank capital funds since the
end of World War II. However,
among national banks, sales of
stock have become more numer-
ous. During the years 1952-57,
sales of national bank:shares
yielded 32% of the total amount
of new capital, including retained
profits, compared with 19% in the
years 1946-51.

“For most banks the retention
of profits ‘has not provided suf-
ficient capital in the postwar pe-
riod to keep up with the growth
of risk assets. By selling new
stock, however, some banks have
greatiy improved their capital
ratios. It was for this reason, more
than any other, that the banks in-
cluded in' the survey decided to
sell stocks.”

Reasons for Selling Shares
About 34% of the participating
banks indicated that one of the
reasons they sold stock was.to put
them .in a better position to meet
a future increase in loan volume.

in 12-year period ending 1957.

Thirty-one per cent increased cap-
ital to enable them to make larger
loans to individual customers.’
Other reasons for selling shares
were: needed. improvements in
the bank’s quarters, the desire 1o
increase the number of share
holders, the opening of new
branches, and the growth of busi-
ness. About 25% of the banks
complied with suggestions made
by supervisory authorities.

.The commission notes. that
while the 'sale of new stock has
important advantages as a, means
of improving capital structures,
some people hold that such action
is not feasible for most banks.
They argue that in many cases the
sale of new bank shares can be
accomplished only at prices that
reflect discounts from book values
and that such sales result in a re-
duction of the book values of
existing shares. Also, acquisition
of new capital makes only a small
direct contribution to a bank’s
earning assets, while increasing
the number of shares among whicit
earnings and dividends must be
distributed.

Survey results, however, were
that 34% of the banks sold shares
at book value or higher. The re-
maining 66% apparently felt that
the advantages of a better capital
position outweighed the disad-
vantages. A stronger capital posi-
tion, the study notes, may enable
a bank to attract new business and
to shift more assets to higher-yield
credits, thus offsetting much of
any reduction in earnings per
share resulting from .the sale of
new stock.,

Small Banks Sold More Stock
Than Large Banks

The survey showed that even
though small banks do not have
access to a wide market for their
stock, size is not the chief factor
affecting the ability of a bank to
sell its shares on favorable terms.
While stock sales were propor-
tionately less frequent among
small banks in 1957, 15% of the
participating banks had less than
$5 million in deposits and 42%
less than $10 million. In fact, small
banks sold more stock in relation
to their capital accounts than did
larger institutions. The banks at-
tracted substantial amounts from
existing holders as well as from
new share buyers. On the average,
the small banks appeared to have
sold - their shares at lower prices
in relation to book values of ex-
isting shares than did larger in-

stitutions. However, some small
banks sold shares at substantial
premiums over book value, .

An improtant factor influencing
prices at which banks scld shares
was their past record of earnings
and dividends.

Many of the banks took special
measures to make their shares at-
tractive to investors and facilitate
marketing. These included such
means as stock dividends, stock
splits, and raising the cash divi-
dend rate. A stock dividend en-
courages . present holders to as-
sign their rights to the new issue.
Frequently such measures, to-
gether with the sale of new shares,
constituted a single capital expan-
sion program.

“However,” the commission’s
report says, “40% of the banks,
both large and small, experienced
no difficulty in selling shares.”
Some have waiting listz of “will-
ing investors.”

About 15% of the banks sold
their shares to existing stock-
holders exercising pre -emptive
rights on '‘a pro-rata basis. In
another 15% of the cases, some
shareholders : did not  purchase
their full pro-rata rights and the
} alance of shares was sold to other
existing stockholders. About 70%
ot tue banks sold some shares to
new holders, with proportions go-
ing to new stockholders ranging
from small percentages to 90%
or more. :

Primarily the new stockholders
acquired by the banks were in-
dividual investors located in the
banks’ own communities. = Aside
from ‘large banks, the issues were
distributed without formal under-
writing procedures.

Replies from a number of banks
indicate that sale of bank shares
in the local market may have pos-
itive advantages from a public re-
lations viewpoint. :

New York City lssue
0f $32.4 Million Bonds
Offered to !nvestors

The First National City Bank of
New York and The Chase Man-
hattan Bank are joint managers of
an underwriting group which was
awarded Aug. 26 an issue of $32,-
400,000 City of New York various
purpose bonds, due Sept. 15, 1959
to 1973, inclusive. The group bid
100.02 for 3Ys, representing a. net
interest cost of 3.2471% to the
city.

Public reoffering of the bonds
is being made to yield from 1.60%
in 1959, out to a dollar price of
99145 in 1969 through 1973.

Other members of the offering
group ~include: Bankers Trust
Company; Chemical Corn Ex-
change Bank; Guaranty Trust
Company of New York; Manufac-
turers Trust Co.; J. P. Morgan &
Co. Inc.; Harriman Ripley & Co.
Ine.; Lehman Brothers.

Smith, Barney & Co.; Halsey,
Stuart & Co., Inc.; C. J. Devine &
Co.; Lazard Freres & <{o.; Salo-
mon Bros. & Hutzler; The First
National Bank of Chicago; Harris
Trust and Savings Bank; The
Northern Trust Company; Con-
tinental Illinois National Bank
and Trust Company of Chicago.

Barr Brothers & Ceo.; Kidder,
Peabody & Co.; R. W. Pressprich
& Co.; White, Weld & Co.; Merrill
Lynch, Pierce, Fenner & Smith;
Drexel & Co.; Equitable Securities
Corporation; Bear, Stearns & Co.;

-Hornblower & Weeks; Ladenburg,

Thalmann & Co.

Two Join Sincere & Co.

{Special to Tae FINANCIAL CEZRONICLE)

CHICAGO, IlL.—Anne XK. Sher-
man and Harry Zielinski have
joined the staff of Sincere and
Company, 231 South La Salle St.,
members of the New York and
Midwest :Stock .Exchanges. Miss
Sherman-was formerly ‘with L. F.

- Rothschild & Co.
igitized for FRASER .

tp://fraser.stlouisfed.org/




Volume 188 Number 5772 ... The Commercial and Financial Chronicle

The Growing Dimension
- 0f Management

By W. A. PATTERSON *
President, United Air Lines, Inc., Chicago, Ill.

Today’s responsibilities confronting Management are covered
by prominent airline official who concludes that after present
day managerial dimensions -are fulfilled new ~managerial
blood should be recruited to cope with tomorrow’s expanding
dimensions of Management. Mr. Patterson covers such mana-
gerial responsibilities as business planning, unselfish view of
Government, improved dealings with customers, stockholders
and employees, and expanded relations with our communities,
our nation and the free world.

In recent months we have ex-
perienced in this country a re-
cession in. business. This has
called forth a wide variety of
proposed
remedies.
One of the
most - disturb-
ing things
about many
of these pro-
posals is the
attitude of
“let the gov-
ernment re-
store prosper-
ity. Letit
speénd more,
or tax less;
it's not our
respon-
sibility.”

There is always the temptation
to take a narrow, selfish, or short-
sighted view of what government
should do to encourage .economic
stability. Tax reduction, for ex-
ample, may be welcomed by the
dindividual or the corporation as
a near-term benefit, but if it is

W. A. Patterson

clear that such action is likely to-

mean more -inflation, Manage-
ment should ‘have the vision to
oppose ‘it in the interest of the
longer term health- and growth
of the economy. Don’t misunder-
stand - me. . I believe our tax
structure should-be reviewed- and
overhauled; but such' revisions
should be made "only after the
.amost.  careful consideration of
their longer range effect on the
economy as a whole. In this con-
nection, it is Management’s re-
sponsibility. to encourage adoption
of a structure which will en-

-courage enterprise rather than

penalize success, a structure tai-
lored to the economy of the next
decade rather than a carry-over
from the conditions of World
War II.

When the level of business re-
cedes there is also the temptation
for Managements to “run scared”
and thereby precipitate a down-
ward spiral. This is no longer the
danger that it once was for the
reason that the Management
function of business planning has
achieved its present dimensions.
Managements today have ex-
tended their planning far beyond
a month-to-month range.
are laying plans for periods one
to five years and sometimes as
much as 10 years ahead, Further,
they are implementing those
plans by capital commitments and
financial arrangements which
are not subject to frivolous re-
vision whenever economic winds
blow hot or cold. This, too, is
a responsibility of Management
which is in the interest of stabil-
ity of the economy as a whole,

But when we speak of the re-
sponsibility of business in this
areca let. us not forget that Man-
agement is hobbled by such a
concentration of power in few
hands as has never before existed
in this country. I refer to the
power of labor union leaders and
demands for wage increases and
benefits' which are out of line
with the increases in productivity
which are being and can be
achieved. It is too much for the

“From a talk by Mr. Patterson before

the 17th” Annual Stanford Business Con-

ference, Stanford University,
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public to ask Business to hold
the price line, or to reduce prices,
in the face of unreasonable terms
imposed by organized labor.
When we speak of Management’s
increased responsibilities let us
also be mindful of the pressing
need for an equal acceptance of
responsibilities by the leaders of
Labor.

In the matter of government
policies, both at home and abroad,
Businessmen may at one time
have felt that these were a proper
concern only of politicians. As
the airplane has succeeded, how-
ever, in shrinking the size of our
world and bringing us closer to
the people and problems of other
nations, this position is no longer
tenable, = America's leadership
among nations cannot be main-
tained unless we preserve a
proper economic balance in our
own economy and ensure a favor-
able position. in; our. economic
dealings with other free nations.
I need not point out that, more
than ever "before, what happens
abroad can have an immediatc
and serious effect on your own
business, regardless. of what in-
dustry you are. in.

Then, too, we do not have a
monopoly of management skills,
and a free interplay of ideas with
‘business managers. of  other na-
tions can be, and has been, of
mutual benefit. Hardly a month
has gone by- in recent years- but
what we in air transportation, for
example, have been able to ex-
change experiences and “know
how” with management represen-
tatives of other nations’ airlines.
This mutual exchange has also
taken place in many, many in-
dustries in recent years.

Primary Responsibility to
Customers

Turning now to the internal
dimensions—our growing respon-
sibility to people who are our
customers, stockholders, and em-
ployees—1I recall an incident
which occurred some years ago. 1
was invited by coincidence to go
on the board of directors of two
compzanies in the insurance busi-
ness. I said to the President of
one, “Before I become a director
of your company I want to know
and understand your philosophy,
to determine whether we can
work as a team, What do you
consider your primary respon-
sibility to be?” And he said, “My
primary responsibility is to the
stockholders of this great com-
pany.” I posed the identical ques-
tion to the other President, who
replied, “My primary responsibil-
ity is to the policyholders of this
company. I cannot successfully
represent the stockholder unless
I represent the customer well and
honestly.” I went with the latter
company.

Let us hope that no manage-
ment in this country will continue
to say that its primary respon-
sibility is to a stockholder, be-
cause it cannot represent the
stockholder unless it represents
the employee and the customer,

It is evident to me, in-the past
few months of a sluggish demand
for goods, that perhaps in some
cases Management has misjudged
what the customer wants and how
much he is willing to pay for it.

Be that as it may, I -am sure you
will agree that more'is being done
foday ‘than ever before to find
out' what customers want and to
tailor products and services to
customer demand. Management is
leaning ‘more heavily on market
research to help determine cus-
tomer needs, to search out buying,
motives and intentions, and to
gauge attitudes toward existing
and prospective products and
services.

In the past, products were pro-
duced in such sizes and colors as
the manufacturer thought best.
Many years ago you could choose
any color car as long as it was
black. Until very recently the
same thing was true of a tele-
phone set. Today’s merchandisers
realize that it’s the customer who
will determine what your prod-
uct must do, and how it must
look, and what service features it
inust have before he will buy it.
But on top of that, you've got to
know how your customer feels
about you and your product.

As a result, the researchers

- have come up with the phrase,

*Motivation Research,” and re-
cently the Psychologist has been
brought into the picture to help
determine what feelings people
have toward your product or
service — feelings which may be
so complex or obscure that the
people themselves can’t tell you
why they react as they do,  Be-
cause of the importance of the
customer in our economy we now
also have national surveys of cus-
tomer attitudes and buying in-
tentions, desigcned to help us
know more about our consumer
soods markets.

We businessmen may be guilty
of talking too much with  other
businessmen, and not enough with
these people who are our custom-
ers. But we are expanding in this
direction; and, to my mind, learn-
ing more about our customers and
our prospective customers- in one
of the most important tasks con-
fronting Management today.

In the case of the people who
are our stockholders, the scene
has changed considerably in the
past few decades.  There was a
‘time when the typical stockhold-
ers’ meeting was not attended by
stockholders but only by the
board members and officers
armed with proxies. Those werc
“rubber stamp” meetings.

Improved Stockholders’ Meetings
Fortunately, Management has
come to encourage stockholder
participation not only in . person
at annual meetings (with or with-
out a free lunch) but also by
opening un lines of communica-
tion with Management. This has
been the result of action on the
part of corporations in providing
more and better information for
the stockholder in quarterly as
well as annual reports; but more
than {hat by carrying major prob-
lems of the management to the
stockholders as they arise.

I recently had occasion, for ex-
ample, to inform our 22,000 stock-
holders of the national problem
of more effective control of air
space and of air traffic, and what
they could do toward obtaining
immediate action in Washington.
And the response was most en-
couraging. Your stockholder list
is a ready-made panel of inter-
ested people who can provide a
sounding board on questions
which affect the company and its
profits. Management here has an
opportunity, which has not yet
been fully grasped, of encourag-
ing a two-way flow of informa-
tion and ideas.

It is no secret that at times
stockholders question the actions
or policies of their management.
This is a healthful condition, and
it gives Management an oppor-
tunity to share with the stock-
holder the reasoning behind de-
cisions and to explain the possible
future implications of current
actions. An honest and sincere
response.to such questions is an
obligation of Management, as well

as an opportunity to build the
stature of the company,

In speaking of stockholders a
little while ago I observed: that
they were also customers and em-
ployees. Now I would like to re-
mind you that employees and
Management are not mutually ex-
clusive groups  either, . Manage-
ment personnel of a company are
employees, too. (It's just that
Management’s dimensions are dif-
ferent.)

When I think of employees (in-
cluding management people), 1
think of how we in business treat
an -expensive machine, the high
value we place on it, the care
with which we use and maintain
it or shift it to another part of the
plant, and the preparations we
make before we retire it from
service, .

‘That machine shows up in the
balance sheet at the end of every
month, along with other assets,
and there is a dollar value at-
tached {o it which we know we
want to preserve, It is unfortu-
nate that there isn’t something on
that balance sheet to indicate the
value of the employees we work
with every day. If we could just
put down something about “20,000
employees, value $80 million,”
maybe we’d be considerably more
conscious of their value.

Employee-Relation Formula

This may be an oversimplifica-
tion of the complexities of the
problem, but here is a simple for-
mula for good employee relations:

Take an expensive machine: in-

your office or plant, find 6ut how
Management looks upon that ma-
chine and ‘what it does for ' the
machine, an inanimate thing; then
resolve to do as much or more
for the employee. Do that and T'll
wager you are going to have ex-
cellent employee relations.

We set aside funds to amortize
our machines. What’s the differ-
ence between that and a pension
plan? When a machine breaks

down temporarily we don’t junk

it. Because it still has value we
ask ourselves how to repair it and
get it back into service. Should
we be more concerned with that
machine than with an individual
who has suffered some inca-
pacity?

When a machine isn’t turning.

out what we expected of it we set
our engineers to work to improve
it so it can meet our require-
ments. Perhans an employee is in
the wrong position and has not
done well because we didn't give
as much attention to proper
placement as we did when we
put the machine in place. This
sniuation calls for counseling and
training of the employee.

Sometimes it is necessary to
convert a machine to do a more
complex job. -Certainly our su-
pervisory-training programs arc
pointed in the direction of up-
grading the employee to. enable
him to carry more responsibility.
And in the matter of retirement
we are finding that in the em-
ployee’s and the community’s in-
terest, it is desirable to condition
an employee for his retirement as
well as to provide adequately for
his replacement.

The analogy could be carried
further, of course, and somewherc
along the line it would break
down, because we are not talking
about machines but about people.
The motives, desires, reactions,
loyalties, and aspirations of peo-
ple are not as readily measured
as are the attributes of machines.
Perhaps that leads to the observa-
tion that here is an area for re-
search which has not been at all
thoroughly explored.

Last year something like $9 bil-
lion to $10 billion was spent in
the United States on research and
development, and we are .justifi-
ably confident that such expend-
itures will pay off handsomely in
the future. This money was spent
mainly for the research and de-
veloppment of Things. - Perhaps
more ‘money should«be-spent in
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the future on research and devel-
opment of People than we .are
spending today. A better under-
standing of the employee might
very well pay off as-handsomely
as research in the physical sci-
ences.

‘A Dbetter understanding of
management organization and
production processes or systems is
also called for. As soon as we
can quantify our business systems
we can develop models which can
be used in decision making. We
can then measure the future ef-
fect of a proposed action, and
thereby avoid costly errors, We"
can, in’ effect, experiment in a
corporate. laboratory in order to
achieve a more productive use of
our manpower.

New Managerial Blood

Now let’s assume that Manage-
ment does accept and discharge
these many responsibilities of
which I have spoken. What re-
mains to be done? In my opinion,
it is imperative for Management
successfully to replace itself, to
replace itself with- men who as
managers five or 10 or 20 years
from now will further expand the
dimensions of Management—not
only as those dimensions embrace
people who are customers, stock-
holders and employees, but also
as they embrace our communities,
our nation and the free world.,

Continued from page 4

Stepping Up the Supply
Of Stepped Down
Power: Cohleigh

Co., United States Steel Corp., du
Pont, U. S. Atomic Energy Com-
mission, Cleveland Electric Illu-
minating Co., P. R. Mallory & Co.,
Inc,, Federal Pacific Electric Co.,
Indiana Bell Telephone Company
and many others.

A widely acclaimed new Pre-
cision transformer model is called
the “Hush-Flush”—so named be-
cause of its noiseless operation
(especially desirable in. schools,
hospitals, churches, theatres, etc.);
and its compact design permitting
it to be installed “flush” with the
wall. .

Precision has developed a
uniquely efficient automation-type
U-shape assembly line. The only
trouble is it’s bulging at the seams
in its present leased plant of only
27,000 square feet, and reportedly
has its eye cn a splendid new
plant in the Chicago area to pro-
vide for expanding needs of com-
ing years.

For the investor there are two
securities to choose from in-the
Precision Transformer Corp.
structure, the 6% bonds now sell-
ing at a premium of 125, convert-
ible into 500 shares of common,
(and subject to call at 105) and
the 694,900 shares of common now
trading in the Over-the-Counter
Market at around 2'%2. With Pre-
cision Transformer scheduled to
show a 20% increase in new sales:
for fiscal 1958, and a 100% in-
crease in net profits over 1957 (in
a recession year) shareholders
should find the next annual report
pleasant reading; and quite a few
bondholders might decide to con-
vert. .

With the demand for electric
transformers rising so rapidly, in
parallel with the electric power
industry, total American trans-
former sales are expected to reach
$134 billion by 1968. ‘All of which
augurs well for the companies we
have just touched upon. Everyone
is enthusiastic these days about
electronic stocks. Well, the one’s
we’ve mentioned qualified as such,

W. D. Faubion Opens
RICHLAND, Wash.—Walter D.
TFaubion, Jr. is engaging in a se-
curities business fromn offices at

600 -Newcomer Strect. ;
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Trade With

(814)

Communist Countries

By PAUL EINZIG :

Observer notes that current liberalization of trade with the

Communist bloc is generally welcome to Britishers, and will

benefit sterling beth through increased exports and diversion

of purchases from hard currency countries.. At the same time,

Dr. Einzig depicts offsetting economic disadvantages, as
speéding-up of Russians’ indusirial expansion, undependability
of their orders, and violation of patent rights. Foresees unjus-

tified demands for leng-term credits by Soviet buyers.

LONDON, Eng.—The drastic
revision of the embargo list for
exports to. Communist countries,
for which agreement was recent-
1y reached
among the al- 4
lied Govern- / !
ments, was
unanimously
welcomed in
the British -
Press. It has
been for some
time an open
secret that the
British Gov~
ernment has
been pressing
for a liberali-
zation of
trade with the
Communist
bloc, and the removal of a large
number of important items from
the embargo list is considered a
British diplomatic victory. The
Left Wing Press and Socialist pub-
lic opinion is gratified by the con-
ciliatory gesture, and Conserva-
tive circles are pleased with the
prospects of improved exports, In
official circles hopes are enter-
tailied that orders to be received
by British firms by Communist
countries will go a: long way
towards preventing an intensifi-
cation of the business recession. :

Most Britons are at heart Free
Traders, and on that ground alone
they welcome the removal of ar-
tificial obstacles to. the flow of
international trade. It is expected
‘in many quarters that sterling
will benefit by the change not
‘'only through an increase of Brit-
‘ish  exports but also through a
diversion of British purchases
‘from hard currency areas to the
Cominunist bloc. For years it has
‘been’ argued that as a result of
the embargo, Britain and other
‘Western European countries have
lost their natural markets and
they had -to spend too much on
dollar goods. '

Ui, Paul kinzig

Economic AdJantages

It would be idle to deny that
the change is likely to entail con-
siderable economic advantages.
One of the main arguments in
favor of liberalization has been
that owing to the embargo the
Soviet Union and other Commun-
ist countries have built up im-
portant incdustries —such as the
:shipbuilding industry and machine
tool industry—and that as a result
the total capacity of such indus-
iries all over the world is now in
-excess of requirements, Moreover,
4t is argued that from a strategie
point of view the Communist bloc
is now in a stronger position than
it would have been if it had con-
tinued to depend on the import
of such essential goods.

Another aspect of the change
‘has not received sufficient atten-
tion. If the Soviet Union in build-
ing up its machine tool and ship-
building industries had employed

“idle resources the result would
have been a net gain of Com-
munist productive capacity. The
fact is, however, that industries in
the U. S. S. R., as in other Com-
munist countries, were working
all the time to capacity. Industrial
-expansion was only limited by the
.manpower and materials avail-
able. This means that if a con-
siderable proportion of such re-
sources had not been employed
‘for building up industries which
‘produced goods on the embargo
list, some other industries would

g T
have been expanded to a much
more considerable extent.

The question is, would it not
have been more advantageous for
the Communists if they had been
able to concentrate on the ex-
pansion of industries in which
they already had some experience
rather than embark on the estab-
lishment of new industries “in
which they had to learn through
trial and error? Free Traders who
are jubilant about the removal of
artificial -barriers to trade should
realize that on the basis of Free
Trade principles it is to the ad-
vantage of a country to specialize
in the production of goods in
which it has. experience rather
than try to produce goods which
more experienced countries can
produce at a lower cost. There
can be no doubt ‘that, had that
principle been followed in  the
absence of embargoes, the Soviet
Union would have been able to
import the goods concerned at a
lower cost than that involved in
their production at home.

In other words, the Soviet ex-
ports needed in order to pay for
such imports would have been
produced with the- aid of less
manpower than that required for
the production of the embargoed
goods within the Soviet Union, It
seems, therefore, that on balance
the maintenance of the embargoes
until  August 1958 must “have
slowed down overall industrial
expansion in the Communistibloc
to no slight extent, Thig means
that the revision of the embargo
list is likely to speed up Com-
munist industrial expansion.

Increased trade with the Soviet
bloc is liable to entail consider-
able disadvantages to the Western
industries concerned. Judging by
past experience, markets in the
Communist countries are very
undependable. Communist Gov-
crnments are liable to terminate
their purchases suddenly, or even
cancel orders, so that firms which
have come to depend on such or-
ders are exposed to unpleasant
surprises. If they expand or ad-
just their capacity to meet Com-
munist requirements, or if they
neglect other markets, they will
he at the merey of Soviet politics.

The only way in which they
could safeguard themselves to
some degree would be by insist-
ing on covering the entire amount

involved by means of confirmed ‘eighth private. placement of World

the
.United States.- The tetlal of these -
.placements

bank credits, or other similar
means. Since the delivery of cap-
ital goods may have to be spread
over a period of years the Soviet
trading organizations may not
agree to such terms. And owing
to the competition between ex-
porting firms there is a strong
temptation to abstain from in-
sisting on full guarantees.

Unwarranted Credit Demands
Expected

What is more, even the possi-
bility of strong pressure in favor
of granting long-term credit to
the Communist purchasers must
be envisaged. This was done on
a large scale before the war.
There was some economic justifi-
cation for it, but there would be
none in the changed circum-
stances. Since the Soviet Govern-
ment is now in a position to grant
long-term credits for exports it
should- be in a position to pay
cash for imports. It is supposed
to possess the world’s second
largest gold reserve and is in a
position to part with gold if
necessary to cover balance of

‘South Africa, Sweden,
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payments deficits resulting from
the relaxation of the embargo.
There is no protection for Brit-
ish firms exporting to the Soviet
Union against the violation of
their patent rights. There is

_ nothing to prevent Soviet indus-

tries from copying any equipment
they purchase from Britain. For

- this reason alone the advantages

of increased exports of engineer-
ing products are likely to b
purely temporary. . Before very
long the Communists would be
in a position to exploit British in-
ventions to their own advantage
and this will enable them to com-
pete with British manufacturers
in foreign- markets.

Even if a relaxation of the em-
bargo . was inevitable there is
room for two opinions as to
whether its achievement is really
a matter for rejoicing. s

‘World Bank Arfangés
Sale of Dollar Bonds
Ouiside the U. S,

The World Bank has arranged
the sale, entirely outside the
United States, of a $75 million is-
sue of United States dollar bonds.
The sale was made by private
placement with 40 - institutional
investors - in 26 countries, and
marks a broadening of the already
wide international maiket for the
bonds of the Bank.

The new bonds will be known
as the “Two-Year Bonds of 1958.”
and will carry interest of 3% %,
payable semi-annually, with the
first payment due on ‘April 1,
1959. The issue-is dated Oct. I,
1958, and matures Oct. 1, 1960.

There was keen interest in the
issue among the selected institu-
tions approached, orders.being re-
ceived for $127 million -of ‘bonds.
Requests for bonds were received
from institutions. that had not
previously bought the Bank's obli-
gations and in countries where
Bank bonds bad not been held
hefore.

Purchaseis of the issue included
central banks, government specinl

.accounts, commercial banks, in-

syrance cowpanies- and private
corporations. The issue was sold
chiefly, to investors who made
purchases from the $75. million
issue of 312% collar bonds; also
placed entirely outside the United
States, which matures on Oct. 1,
1953. : :
The countries
purchased - the

where buyers
new bonds are:

.Australia, Austria, Delgium, Can-’

ada, Denimark, El Salvador, Ecua-

.dor, Ethiopia, Finland, Germany.

Greece,r Honduras, Iran, Israel,
Italy, Japan, Mexico. Netherlands,
Moroceo, Nicaragua, Norway,
Switzer-
land, Thailand and United King-
dom.

The current transaction is the
Bank dollar bonds - outside
is -$600 million, of
which $115 million will have been

‘retired when the new 3%s become

outstanding. .
The total of the Bank’s funded

.debt will not be affected by the
-sale of the new issue. Qutstanding

bonds and notes of the Bank will

-still stand at about $1,700 million,

of which, it is estimated, 47% are
held outside the United States.
Included in these holdings out-
side the United States are $575
million of the Bark’s dollar honds

-and notes; this. is almost two-

fifths of the $1,500- million of the *
Bank’s obligations that are de-
nominated in. United States dol- .

lars. The remainder of holdings

-outside the United States amounts

to some $200 millicn equiva-
lent, denominated variously in
Canadian dollars, Deutsche marks,

[in

Connecticut Brevities

The Kaman Aircraft Corpora-
tion of Bloomfield has obtained
the American license to manufac-
ture and distribute the Rotodyne,
a new British helicopter. De-
signed by the Fairey Aviation
Company Ltd. of Hayes, England,
the revolutionary Rotodyne is a
cross between a helicopter and a
conventional winged airship. Ca-
pable of carrying as many as 48
passengers, it is the world’s first
vertical take off turboprop air-
lilger. It weighs 18 tons and was
first flown by the British firm in
Nov. 1957. g

‘The. merger of Torrington Na-
tional Bank and Trust Co. of Tor-

. rington into the Hartford National

Bank & Trust Co. has been ap-
proved bycdirectors of both banks:
Subject to the approval of stock-

holders and the Comptroller of "
. Currency, the plan calls for ex-

change of 1% shares of Hartford

- National for each share of Torring-

ton National. On. June 30, 1958
assets of Torrington National were
$28,194,592.

The Pratt & Whitney Aircraft
Division of United  Aircraft has
disclosed the development of the
JT-12, a new turbojet weighing
only 430 pounds. This engine is
the fifth and smallest jet designed
by the East Hartford firm. The
JT-12 has completed a 15-hour
rating test for missiles and is also
suitable -for both military and
commercial planes. It has an in-
itial rating of 2,900 pounds of dry
(test stand) thrust.for take off.

The Hartford:Gas Company has
completed conversion .of - appli=
ances of 40% of its customers to
full ‘natural- gas. The- Company’s
programi calls -for complete con-
version of all customers to straight
natural gas by Oct. 1959. Prior to
1957 the company supplied its cus-
tomers with a mixture of manu-
factured and. natural gas. :

&

The directors of Plume and At-
wood Manufacturing Company of

‘Thomaston recently voted to split

the stock four-for-one and to ap-
ply for listing on the American
‘Stock Exchange. This action is
subject to approval ‘of the metal
firm's stockholders.

Chesebrough-Ponds, Inc. is un-
dertaking a $2,500,000 expansion
program at Clinton which will en-
able the firm to consolidate all
domestic manufacturing. The pro-
gram will allow the elimination of
duplicated production facilities in
Pennsylvania, New Jersey and
New York plants. The cosmetics
firm expects a considerable in-
.crease in the Clinton work force
as a result of the consolidation.

CBS Laboratories Division of
Columbia Broadcasting Systems,
Ine. has purchased an additional
12 acres adjoining the 11 acre site
of its' new research center in
‘Stamford. The center will do
research - and development work
military reconnaissance - sys-
‘tems, acoustics, solid state and
vacuum physics, magnets,  high
resolution data recording systems,
and related fields.

As another step in its program
of diversification in the electronics
and other allied fields, Western
Union Telegraph Company re-
cently acquired a one-sixth stock
interest - in Gray Manufaciuring
Co. of Hartford through an ex-
change of 20,000 shares of Western
Union for 60,000 shares of Gray.
Gray manufactures dictating in-
struments, television studio equip-
ment, high fidelity reproduction
equipment as well as military
electronic and electro-mechanical
devices.

Directors of Connecticut Light
and Power Company declared a
quarterly dividend of $0.27% pay-.
able Oct. 1, 1958 to stockholders
of record Sept. 2, 1958. This rep~
resents an increase over. the pre=
vious quarterly rate of $0.25.

Caleh Adams Joins
Future Planning

The election of Caleb Adams as
Executive Vice-President, National
Sales Manager, and a member of
the board of directors of Future

Planning Cor-

poration, 350

Fifth Avenue,

New York,

has been an=-

nounced by
Karl D, Pettit,
Jr., Future
Planning Pres.
Mr. Adams
brings . to "his
new position
+ over-two dec=
ades of expe=
“.rience in the
mutual fund
industry. He.
was formerly
Vice-President of a leading mutual
fund underwriter, from which post
he resigned recently after more
than 20 years of service, and he
has also pioneered in the develop>
ment of the systematic investment
plan for the accumulation of mu-
tual fund shares. !

Caien Auams

M. K. Grant Opgns

(Special to The FiNancrat, CHRONICLE) )

SACRAMENTO, Calif. — Mal-

.colm K, Grant is engaging.in @

securities business from offices in
the Crocker-Anglo Bank Building.

Chapin With Kidder
(Special ta Tee Financrat CHRONICLE)

ST. PETERSBURG, Fla.—Roy
I". Chapin has become associated
with A. M. Kidder & Co., Inc., 400
Beach Drive, North: Mr. Chapin
was formerly Clearwater Manager
for Sincere and Company.

Joins A. M. Kidder Staff

(Special to Tie FiNancisL CHEONICIE) !

I'T. LAUDERDALE, Fla.—Doris

R. Culverhouse has joined the

staff of A. M. Kidder & Co., Inc;,
;" East Las Olas Boulevard.

/Joldman, Sachs Branch

TOLEDO, Ohio — Goldman,
Sachs & Co. has opened a branch
office at 1513 Jefferson Street,
under the management of Robert
D. Johnson. ¥ "

l
g S

Pimary Markets b :
CONNECTICUT
 SECURITIES

Netherlands guilders, pounds ster-

ling and Swiss francs,

L

CHAS.W.SCRANTON & CO.
Members New York Stock Exchange

New Haven
New York — REctor 2-9377

Hartford — JAckson 7-2669
Teletype NH 194
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 Three Keys to the Fature

By REAR ADMIRAL RAWSON BENNETT, U.S.N.*
Chief of Naval Research

After unhesitatingly observing that “cost plus contracts” have
left many not as cost conscious as they should be, that we
should not plunge blindly or be stampeded into automation,
and that there are many things about research and develop-
ment that ‘are not well understood, Admiral Bennett explains.
why intelligently used automation, science and cost-cutting
are the three keys for new products and new sales. Says three
less tangible keys to the future are imagination, judgment -
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&
not on law, but on the whim of ‘
bureaucracy.” Mr. Mason ought to
know. Justice - Jackson of the
Supreme Court ‘said in a dissent,
“The law of this case, in a nut-
shell, is that no quantity discount
is valid if the Commission chooses
to say it is not.” Businessmen must
guess, at their peril, what the law
is* supposed to be at any given
moment. . The - outstanding . anti-
trust case of the past 10 years was
decided on no evidence of wrong-
doing —no new facts — merely a
new ‘interpretation of an old law.

One law — the Sherman Act,
which most industrial leaders wel-

L [ . ) ]
Ethics in Modern Business
By ROBERT E. WILSON *

Retired Chairman of the Board, Standard Qil (Indiana)

After forthrightly pointing out and explaining why American
ethical standards of business are at an all-time high, and why
it appears as though this were not so at times, Mr. Wilson
singles out one area of valid criticism—i, e., failure to lead
the fight against both dishonesty and demagoguery in city,
state ‘and nation. The retired oil industrialist wants courage

and leadership from business. He fears we may have become .
so obsessed with desirability of making friends that we are
unwilling to make any enemies, even of the right kind.

In spite of a continuous barrage
of wild charges by left-wing col-
umnists and radio. commentators
and ‘accusations by politiciang
against many '
companies or
even whole
industries, I
am sure from
my own ex-
perience .that
the ethical
standards of
business gen-
erally are at
anall-time
high.

. Admittedly -
before and es-
pecially dur- -
ing the 'Twen-
ties there

Robert E. Wilson

were some freebooters in business:

who were taking the public for a
ride, but the depression weeded
thezp out-pretty fast and the Se-
curities .and Exchange ‘Act  has
kept the climate rather unhealthy:
for crooks ever since. Of course,
Wwe deserve no laurels for merely
obeying the law. However, the eth-
ical standard presently ‘acceptable

to the business community . sub--.

stantially transcend those set even
by our newer laws. As the result,
the SEC has had verylittle occasion
to prosecute any substantial com-
bany or important individuals
under that act, even on technicali-
ties. I believe you could count on
the fingers of one hand the num-
ber of prosecutions or - scandals
You can-recall involving the re-
sponsible officials or the corporate
acts of any of the 1,100 companies
Yisted on the New York Stock Ex-
change. This represents a substan-
tial improvement on the record
or previous business generations.
True, for every case of bribery of
a public official there is always a
briber as well as a bribed; but
how many of the bribing individ-
uals-or companies did you ever
hear of before the exposure? I'm
not inferring that big business is
inherently more honest than little
business — it is merely that a
¢rook can seldom attain a position
of power in any substantial busi-
ness though he can readily or-
ganize or gain control of a small
corporation and use it as a cloak,
" One of the things that has sur-
prised me in my management ex-
perience is the tremendous amount
f business that is done every day
—often involving huge sums of
money—on the mere verbal agree-
ment of two men who have con-
fidence in one another. True.
many of the deals are later re-
duced to writing as a matter of
corporate record, but by the time
the lawyers get through dotting
the i’s and crossing the t's, the
agreement has often been carried
out in full.
. High moral standards exist
and must exist to make possible
the efficient production and dis-
tribution of $400 billion worth of
goods and services annually in
this country. Fraud and commer-
cial bribery, so common in many

countries are almost non-existent -

here. On the much maligned stock

exchange, billions of dollars in |

goods and property are exchanged
by a word or a sign. The same is
true among bankers. Our own

< *From a talk by Mr. Wilson before
the Executive Development Program, Col-
lege of Commerce.and Business Admin-
istration, University of Illinois.

.company’s credit sales total over
$1,700,000,000 per year to well
over one million differeiit individ-
ual ;and ' corporate accounts,” yet
our bad-debt losses over the pasi
six years have averaged not 1%,
not one-tenth of 1%, but actually

“about one-fortieth of 1%. Think
~what that means to the cost and

efficiency of doing business in this
country. i d

. Why "the Increasing Governmen

Attacks on Business? =’

But if what I say about ethics
: in. modern  business is true, why is
it that our government has over.

the past two decades filed so many:

hundred suits of one ‘sort or an-

cther' against large. corporations

or .even -whole industries? It is

said:that in England they knight

their leading businessmen — over:

here they indict them! And that
is really not funny. These attacks
and their effect on public opinion
give 'serious concern to everyone
who takes pride in the high stand-
ards. of modern. business. How can
such actions be accounted for if
businessmen are really honest.
One reason is, of course, that

our Federal bureaucracy has for’

many years been overrun with so-
called bright young men who are
100% for the planned economy.
As part of a studied campaign to
substitute socialism for {ree enter-
prise ‘they try to discredit private
business management if they can.
They use their’positions to create

dissension between government

and -business, to spread fallacies
regarding business, and to harass
business with complicated regula-
tions and litigations.

With the death of the OPA some
four years ago, business got rid of
1,600 orders using a total of over
3,000,000 words.

The Manufacturers’ General
Ceiling Price Regulation, known
as CPR 22, including its 33 sup-
plementary regulations, covered a
total of 206 pages, or about 221,000
words,

Typical of the wunreascnable
burdens placed on businessmen
by the OPA were the complicated
requirements which had to be ob-
served by people in the wholesale
meat business. Let’s read just one
—how to prepare just one cut
{from one kind of meat.

“Oven-prepared rib: Oven-pre-
pared rib means that part of the
regular seven-bone rib remaining
after the chine bone and short ribs
have been removed. The chine
bone, or. bodies of the thoracic
vertebrae, shall be entirely re-
moyed by cutting to the point af
which they join the feather bones,
exposing the lean meat, but leav-
ing the feather bones attached to
the rib cut. The short ribs shall
be removed by cutting in a
straight iine perpendicular to the
outside skin surface of the rib
from a point measured - eight
inches along the 12th rib from the
protruding edge of the 12th tho-
racic vertebra to a point measure
eight -inches along the 6th rib
from the protruding edge of the
6th thoracic vertebra.”

And if your ruler slipped, you
were breaking the law!

Some laws and regulations go
to-the opposite extreme of inten-
tional vagueness, so that no one
can tell what is legal. As Lowell
B. Mason, Federal Trade Commis-
sioner, has said, the legality of
illegality of -any price now “rests

come as a necessary part of
American competitive enterprise
—bars agreements in restraint of
competition. The resulting absence
of cartels is one of the principal
reasons for our rapid industrial
progress. But now we're getting

more and more laws and commis-.
csion orders that sharply limit.the'
ways in ‘which we can compete.’

The idea seems to be that we must
compete, but that no one must be

- hurt “or lose any business in. the-
process! The public interest can-'

not be served by such “soft” COM~" ag9 in electrical generating equip-

petition.

" In'View of all these facté, I trust’

you will ‘agree that governmental
attacks or suits by no means dis-

prove the existence of high ethical.

standards in business.

Reasons for the High Standards
£e in Business

" It may be of interest to appraise
the factors which have . been
steadily improving business ethics
at a. time when moral standards
in.some other parts of our econ-
omy have apparently been deteri-
orating. I do. not think that
businessmen can take entire credit
for the development, even though
they are justifiably proud of it. To
my mind, the principal effective
factors have been these:

(1). The depression exposed and
eliminated many whose standards
had been inadequate, and posted
many -conspicuous warnings for
the present business generation.

(2) Public sentiment, demand-
ing the highest standards of con-
duct for, those handling . or ad-
ministering other people’s money,
made itself felt not only by legis-
lation but also by insistence that
only men of proven integrity be
placed in responsible business or
financial positions.

(3) Business can. be carried on
far more effectively and promptly
when honorable men are dealing
with one another. Life is just too
short. .to, maintain- an- adequate
guard against a person whose
integrity = is doubtful, so one
simply avoids dealing with him,
If a business is to grow and
prosper, it must be firmly rooted
in fair dealing. g

(4)-Most men attain the leader-
ship of . our. large corporations
today- by a long process of step-
by-step promotion in competition
with others. As Dr, Copeland of
Harvard says in his recent book,
“Because of this continual sifting
process, it”is rare that a man
attains a high executive position
in a well-established company who
does not measure up to a high
standard of conduct.” Such men
would-be foolish if they did not
regard their honor as of far more
importance than any dishonor-
able profit.

(5) Most of today’s managers of
our larger industries and busi=
nesses are essentially professional
men rather than owners. They are
able to balance objectively the
proper claims of the three groups
who must be joined as a team to
make a continuous success of any
business — namely, stockholders,
employees, and customers. Such
managers are less concerned about
immediate large earnings and
more concerned about factors of

Continued on page 29

" and integrity.

To discuss with meaning on the
three keys to the future, of cost,
of research, and of automation, it
is desirable and necessary to bring
in three less tangible keys. These
keys are imagination, judgment
and integrity.

Let us first consider the cost of
the product in a somewhat phil-
osophical vein rather than by ex-
amination.of precise methods.

One of our larger corporations
established its reputation years

ment. In that field even today the
basic criteria of purchase do not
really include cost. The things
that count are reliability and low
operating cost- based on the finest
engineering, :

Equipment cost is a part of the
rate making base, There may even-
be advantages in having it rela-
tively high. So there 'was estab-
lished ‘unwittingly the company
philosophy that the quality of the
product based on sound engineer-
ing and its reliability of operation
were paramount. .

Spoiled by Cost Plus Contracts

Then this company ventured
into the consumer appliance field,
Its first product line was superb.
It functioned beautifully, it was
reasonably . attractive. for  the
times.’ If was also all but inde-
structible, and it was high priced.

Very shortly, active and suc-
cesstul competition appeared. The
products were cheaper. At the
same ‘time they were functionally
effective enough and reliable
within reason. They were - based
on a design philosophy which was
better balanced with cost to the
customer,

It has taken that corporation
years to modify the original de-
sign philosophy to become more
nearly cost competitive,

Today, all American industry, .

in the manufacturing area, almost
without exception is faced with a
version of that lavish design phi-
losophy.

Why? Because we have a large
part of this generation of man-
agers and engineers who have
grown up and lived their working
years on the cost plus government
contract. Their work habits, their
responses to a problem place
cost as distinctly secondary to
performance. of material. Even
when shifted to commercial oper-
ations they have difficulty in be-
ing really cost conscious. They
have difficulty in designing and
producing the simplest, cheapest
product to satisfy customer de-
mand while delivering reasonable
profit.

In the military we have more
or less unconsciously abetted this
lush design philosophy. Now we
are pricing ourselves out of the
market, But that is another story
for another time.

It may be worth while to con-
sider a cost reduction technique
that is fairly new, and as far as I
can learn not widely applied.

Value Engineering
This is what the Navy ecalls
value engineering, And we claim

*An address by Admiral Bennett be«
fore 3rd Annual Conference in Automa-
tion, Operation Research, and Busiréu;:_s

i-

Planning, University of Chicago,

cago, IlI.

no originality—-we saw - a good
idea and adopted it. ’

The value engineer stands look-:
ing over the shoulder of design
and production at the critical pe-
riod of readying for production._
The value engineer must know
engineering, and must be right up:;
to date always on better ma-
terials and processes. i
. It'is his job to ask questions—.
sensible questions. “Why machine
that part? In the model. shop—yes;.
in production—why not stamp it?*"
“Why not use that new plastic:
gasket?” “Why use bronze?” And -
so on. In the Navy ‘we ‘have al-
ready saved a respectable number-
of millions. O :

Yes — I am familiar with the:
inflexibility of our current labor
high costs. But through imagina-
tion and judgment, through re-
search in new products, in sensible-
automation we can still lower our
final cost to the customer. )

" Today, everyone talks about sci-f
ence, about research, very glibly.
World War II demonstrafed some
of the things scientists and the
scientific method could accom-—
plish. More recently the Russians
have jabbed us in our compla-
cency. .

Research and Development .
In“general, however, there are
many things about research and
development that are not well un-
derstood. One of these is the time
factor; for it takes time to ac—
complish research and time to
apply it. ‘
For example, the basic re-
Search that laid the groundwork
for our latest solid fueled missile,
the Polaris, was startecl in 1947
And other examples could be cited
which show that many times ten
years will elapse from ideas to
mass production,
Another factor is the spin-off
ol uses, quite often unexpected.
Right - after the war the Navy
wanted a strong, very light mma-
terial for large balloons. The mo-=
tive was research in the upper
atmosphere - {wenty miles up.
Eventually, we got thin plastivs,
in nine-foot wide strips. TFrom
these the Stratolab and Strato-
scope balloons were built. Men’s
reactions at altitude were studicd:
Pictures of the sun were securcd,
unobtainable through our atmos-
phere. From these we may un-
derstand weather and communi-
cations phenomena better. An Air
TForce officer set an a'titude
record. . :
And down at the corner store
you find countless articles pack-
aged in these same plastic films,
a rake-off from a very basic re-
search project. 3
Imagination and judgment pay
off here too. In the 193(’s the
Navy needed better dies:l. en-
gines for submarines. Several
firms competed, but in most re-
spects General Motors can be con-
sidered the real winner. I'or their
design was slanted toward rail=
road engines as well as subma=-
rines. Hundreds of engines were
built for many navy ships. And
we all know of the dieselization
of the railroads, improving scrv-
ice, economically. But do you clso
know that many parts were inter-

Continued on pcye 28
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THE MARKET

... AND YOU

By WALLACE STREETE

The approaching Labor Day
shutdown threw a bit of cau-
tion ‘over the stock market
this week, but none of it inter-
fering with progress by some
of the quality steels, selected
aircrafts and drugs.

U. S. Steel continued to
work higher to the best prices
in history, which made an
ironic note in that it was re-
cording a better price when
the industry was operating at
around two-thirds of capacity
than its previous peak when
operations were above theo-
retical capacity a couple of
years ago. Moreover, the ex-
cursion into historically high
territory was pretty much of
a solo feat, the other steel
leaders being disinclined to
set any records at the mo-
ment.

Laggard Utilities

The quality sectipn that
was definitely laggard was
the utility group where, ex-
cept for an occasional favorite

- such as Florida Power Corp.
which was hailing a stock
split proposal, the continuing
story was one of retreat. The
utility average has been run-
ning strings of small minus
signs in a row, relieved occa-
sionally by a minor and tem-
porary respite.

For the general list, no par-
ticular records were being
threatened, although the in-
dustrials were hovering just
under their year’s high with-
out showing any inclination to
test the peak. Sentiment
wasn’t overly conducive to
such a test since the possibili-
ties of a post-Labor Day set-
back were being bandied
about rather widely.

_ A bothersome note was the
big play inthe low-priced is-
sues, some of it in the com-
plete absence of any concrete
reasons for the fanfare, which
in Wall Street spells out as
“poor leadership.” On the fa-
vorable side was the ability
of the industrial average to
hold above the 500 line even
on recent setbacks. Then, too,
technical studies indicated a
support level around 480-485
in the event of a market cor-
rection which, if it works out
in line with the chart work,
would be far short of being
anything drastic.

Rails Brighten
Rails were able to show rea-
sonable buoyancy most of the
time with little fanfare. Their
July earnings reports were
brighter reading than had
been expected for the summer
Iull month and hopes were
that the better operations
would also show up for Au-
gust to bridge the gap before
the normal fall pickup gets
underway. ’

Aircrafts  snapped - out of
their lethargy a bit when Bell
Aircraft emerged as a fast-
stepping item following the
revelation that it had pro-
duced a superior: rocket fuel
based -on fluorine. That, in
turn, spurred Equity Corp. to
high activity since Equity con-
trols Bell.

With stocks generally high,
there was something of a
trend toward culling out of
special groups the issues that,
on traditional yardsticks, are
selling lower than the others
more in the limelight.

Cosmetics Arouse Interest

Revlon, for instance, was
the prominent item in the
cosmetic group, helped along
by a financial service recom-
mendation. But - where Rev-
lon’s price-earnings ratio had
jumped above 10-times in the
process, H e 1 e n a Rubinstein
was still at a conservative six-
times-earnings level although
it is expected to show better
per-share earnings than others
in the group. Other. indices
are similarly favorable, in-
cluding book value, which is
some three times that of Rev-
lon. Yet Revlon commands a
far higher market price. .

Among the groups that
turned in results relatively
better than industry generally
were the heavy truck makers,
which continued to get busi-
ness from the highway pro-
gram and from the larger
transportation fleets while the
light truck demanddried up
markedly. Then, too, must be
added the prospects of a good
fall recovery for heavy trucks
in line with the economic
revival generally. Since this is
a cyclical field, the issues are
selling at low indicated values
and on good yields running up
to 6% in White Motor, largest
of the independents in the big-
unit field. gt }

Although White's 1958 re-
sults are expected to drop a
dollar a share or so, it still
leaves its $3 dividend well
sheltered and, if business re-
covers as expected, on the un-
derpayment side so an in-
crease could follow any good
improvement in White’s re-
sults.  Divco-Wayne, with a
yield of.around 5'2 %, is also
something of a candidate for
eventual dividend largesse
since its present rate would
seem to be less than half of
anticipated 1958 earnings and
if good business continues
into 1959, a higher payout
would be almost assured.

Interesting Chemical Issues
Like the chemical industry,
Diamond Alkali has gone
through a trying period and
now seems to be on a recovery
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companies that.sell at 'high

~price-earnings -ratios and

small yields, Diamond ‘Alkali

at recent prices offered a re-.

turn that came close to 5%c
and its payments are usually
larded with stock. The issue
has become a bit prominent
lately, nudging to new highs
for the year but is still well
deflated from its peaks of
1955-57. Diamond is still
linked closely with the chem-
ical companies since they take
about 25 of its output, more
than twice the reliance on any
other industry. Counting in
the stock dividends, an indi-
cated return of above 7% is
definitely abnormal in this
section of the mation’s in-
dustry.
% %

Pennsalt Chemicals, in part
because it is a leading re-
searcher in the use of fluorine
as a rocket propulsion source,
was able to share in the. en-
thusiasm over Bell Aircraft’s
success in the same field. In
addition, Pennsalt can match
the giants around it in its area
in growth capability as well
as in diversification since it
serves other chemical com-
panies as well as iron, paper,
textile, food processing. agri-
cuture, metals, and glass oper-
ations. Its yield was a satis-
factory 3% until its push to a
new high for the year dropped
the indicated return under the
line.

! %k # "

The static item in the build-
ing materials section is Arm-
strong Cork which, while
holding in a 10 point range
all this year, has still not
reached the peaks posted in
1955 and 1956. Earnings were
off early this year but the de-
cline was held to 4% under
last year’s results which is
greater stability than has
been general in the current
crop of earnings reports.
Some 604 of its sales are con-
centrated in building mate-
rials and building activity is
one of the brighter spots in
the economy at the moment.
It has helped hold up Arm-
strong’s sales, and the pros-
pects are that results finally
will exceed those of last year.
At recent levels the yield was
well into the 49 bracket.

New “High-Risk” Favorite

The lack of any yield, or of
a single black ink report for
any year since Studebaker
and Packard were merged
failed to chill the speculative
play in Studebaker-Packard
which made it lead turnover
more times than not. Some of
the play stemmed from the
fact that its financial prob-
lems are being straightened
out by converting debt to
notes and convertible pre-
ferred stock which might in-
dicate a new lease on life. As
one service rates it succinctly:
“a high-risk situation.”

[The wviews expressed in this

article do mot mecessarily at any
time coincide wih those of the

“Chronicle.” - They are presented |,

as those of the author only.]

“Revival of the

President,

Inflation Peril’’

By JOSEPH HOLZKA*
Northfield Savings and Loan Assn.

. Staten Island, N. Y.
President, United States Savings and Loan Leazue

Mobilization of the savings and loan industry to fill the void
in anti-inflation leadership is said to be a must since “commer-
cial banks are too timid” and “efforts of the insurance
companies have lost much of their impact.” Fearful that the
cost of living will continue to inch upward painfully, the
S. & L. Assn. leader suggests the challenge presented be
accepted and adds “notking else we could do would do more to
enhance our prestige and standing with the American people.”
Mr. Holzka netes favorable weathering of recession by his in-
dustry; believes home mortgage loans in 1958 will exceed
1957; sees savings declining with business upturn; and pro-
vides a brief rundown resume of the legislative situation affect-
ing the savings and loan business. He finds most astonishing
the opposition to the Home Loan Guarantee Plan.

First, let’s take a quick look at
the current developments in the
savings and loan business. Dur-
ing most of the first half of 1958,
the nation’s
economy was
in the throes
of a reces-
sion, although
there now
seem to be
clear indica-
tions that the
bottom of the
recession has
been passed.
The impor-
tant economic
indexes which
‘are watched
by leading
economists
seem to be showing steady im-
provements over the last month
or two. The figure on gross na-
tional product is up, steel mill
operations are improving, civilian
employment is rising, and per-
sonal incomes are continuing to
increase. .

Joseph Holzka

Entering Recovcr)" Period

All in all, there seems to be
rather general agreement that we
have passed the bottom of the re-
cession and entered upon a period
of recovery.

While the recession had some
serious repercussions in. other
sectors of the economy, it was
sugar-coated so far as the savings
and loan business was concerned.

Certainly there was little ad-
verse financial reaction either to
our institutions, or to ourselves as
savings and loan executives. On
the contrary, savings have poured
into our institutions at a rate well
beyond the levels of last year, al-
though in recent months the
amount of increase over 1957 has
been tapering off rather sharply.
In July, as a matter of fact, our
latest League survey shows that
the business ran “in the red”
slightly for the nation as a whole
—the second successive July this
has happened, incidentally.

Breaking down the survey by
sections of the country, every
section but one —the Mountain
anéi ’Paciﬁc States—was “in. the
red.

Clearly, the July transfer pe-
riod is getting to be a pretty vol-
atile month so far as the turn-
over in savings is concerned.

On the mortgage loan side of
the Dbusiness, our institutions —
contrary to the expectations of
many — experienced little diffi-
culty in keeping their funds in-
vested. In the first seven months
of 1958, our mortgage loan vol-
ume was nearly $6% billion, com-
pared to $6 billion for the first
seven months of 1957. Projecting
these figures ahead for the en-
tire year, it looks as if 1958 vol-
ume will’be in excess of $11 bil-
lion —or substantially ahead of
the $10.4 billion loaned in 1957.

It is important to note that in

*An address by Mr. Holzka before the
Midwest Savings and Loan Conference,

. some

July the home lending volume of
savings and loan associations was
19% ahead of July 1957—in terms
of percentages it was the biggest
increase for any 1958 month over
the corresponding 1957 month.

1f the recovery from the reces-
sion proceeds as rapidly as some
economists expect, it is altogether
possible that the demand  for
home loans will expand rather
rapidly in the final half of 1958. '

Along with its possible ‘impact
on home lending, an early re-
covery could very easily have
important effects on the
flow of savings into.our institu-
tions. It has traditionally been
true that because of.the uncer-
tainties created in a period of re-
cession, savings tend to increase
over their normal level; and, con-
versely, that in a time of pros-
perity, consumers tend to buy
more confidently thus reducing
their allocations of funds for sav-
ings.

Savings May Taper Off

If this tradition holds, then for
the next six months to a year, it
is quite natural to expect that the
volume of savings may taper off
rather rapidly — certainly below
the rate of the first six months of
1958,

Prospects, then, seem to be for
an increased demand for home
loans as compared to the first six
months of 1958 and, on the sav-
ings side, a . somewhat lower vol-
ume of savings than was the case
for the first half of 1958. As far
as interest rates are concerned,
the start of the recovery suggests
that the bulk of the decline in in-
terest rates has taken place.

Encouraging as the news of the
economic recovery is to every-
one, there is considerable con-
cern that the lustre of the
recovery from the recession may
be tarnished by a dangerous in-
flationary surge.

Prospects for Inflation

Certainly all of us in the sav-
ings and loan business had hoped
that the recent recession would
enable us to correct some of the
price distortions that had been
built into the economy in recent
years, Unfortunately, however, it
doesn’t look now as if this hope
will be realized.

On the contrary, our news-
papers are full of headlines which
suggest that—rather than a period
of stabilized prices— we may
quickly reenter a period where
inflation will again become the
predominant problem of the
American people. b g

Until very recently, it had been
expected that the cost of living,
which has tisen 4% in the past
year, would stabilize—or perhaps
even decline — during the second
half of 1958. Now, however, such

.developments as (1) the Middle

East crisis with its accompanying
possibility of still more spending
for defense, (2) the ominous pos-
sibility of a $10 to $12 billion
Federal budget deficit, (3) the

Continued on page 28

trail. But unlike the chemical Fort Collins, Colorado, Aug. 11, 1958.
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From Washington
~ Ahead of the News

By CARLISLE BARGERON

The Congress which adjourned
Sunday is being described gener-
ally as a highly constructive one.
If you want to call such a thing as
raising the na-
tional debt by
$12> billion, it
might classify.
It is said to~

. havegiven the
President
practically
everything he".
asked for; thus
showing that
it: is' perfectly:
all' right to
have a Con-
gress of one -
party and a
President of
another,

‘But it also gave the President a
lot of stuff he didn’t ask for and

~ didn’t want.

‘In the face of its great concern
for inflation, Congress increased
postal rates and also increased the

Carlisle Bargern

salaries of postal employes and

the salaries of some 2,000,000 clas-
sified government employes as
well. By way of keeping skills in
the military service, it generally

boosted the military pay. It is’

erecting unneeded - buildings to
provide ‘ further space for offices
of the Congressmen and Senators.

The Congress met last January
in a state of panic caused by the
Russians having launched the
Sputnik, a mood that became ac-
centuated as the recession deep-
ened. It immediately went off the
deep-end in expenditures until we
now have all sorts of space explo-
ration- and, in the matter of pump
priming, it took the heroic efforts
of:the Administration to keep the
lidion: ;

‘Both " crises have' cleared up—
the recession and the state of mind’

produced by Sputnik. It is signifi-
cant that the Russians did nothing
but bark when we sent troops into
Lebanon. When the British, French
angd Israelis moved against Suez
Russia ‘is said. to have threatened
atomic retaliation. In our case she
does nothing ‘more ‘than. to get

 China.to act up against Quemoy,
“which'is annoying, but otherwise:
- doesn’t amount to anything.

The -Denrocrats  who “started the

1 year so hopefully have. lost'two of

their issues — unemployment and
Russia’s superiority in nuclear

- weapons. " The Nautilus’: passage
- under the North- Pole completely

dwarfs the accomplishment of: the

" Sputniks which: have no military

advantage at all.

Senator Symington, who has
been the great crepe hanger in the
matter of our air-force defense,
has been extremely quiet recently.
Senator Keénnedy moved into new
fields with- a speech declaring we
were woefully behind Russia but
he wasn’t able to-arouse anybody.

‘The man “who came through
‘the session of Congress' with the
‘greatest increased stature was Sec-
retary of Agriculture Benson. In
the. early part of the session it
seemed: -certain that he would be
shoved out.  Congress seemed to
take a delight in slapping -him
down. He didn’t have a friend
among either Democrats or Re-
publicans except one or two hardy
souls like Representative Bill Hill

of Colorado. There were demands - .

for his resignation. _
But he stuck to his guns. He got

the legislation’ he “'wanted’ by re-

fusing to take anything else.' In

the meantime, farm prices have

righted and the farmer is enjoying
prosperity, Benson who was hated
by practically every Congressman
is now being importuned by them
to. make speeches- in their behalf.

Steamship Lines Plan Large-Scale Financing:
" U. S. Merchant Marine Bonds, a new investment medium,
~ backed by “full faith” of the Government, to.account for bulk:
of their $1 billion debt financing over next 10-15-years. Wil
be- important to financial public; including various institu-
. R tional investors. v e

U. S. Merchant Marine Bonds—
g new source of prime inyvestment
securities — will aceount- for the
bulk of $1 billion in debt financ-
ing-to be sought by major Ameri-
can-steamship lines over the next
10 to 15 years, a steamship as-
sociation bulletin reports.

“Shipping -Outlook’; -published
by: the. Committee of American
Steamship Lines, says: ‘“The ‘full
faith’ of the Government that is
-behind these bonds—and the-in-
herent strength of that segment of
the. maritime industry, which
operates under contract with the
Government—makes this-prospec-
tive volume of financing an im-
partant development to the finan-
cial. community and the investing
puyblic,. including, municipal,: col=
lege and industrial pension funds,
and other institutional investors.”
} The new. securities. will finance

in’ part a $3.6 billion -shipbuild--
ing- program to replace 294 ships-

owned’ by 15 American-flag. lines.
These lines, which operate. solely
ir foreign: trade.under - operating.
differential subsidy contracts with
the Government, .aré ‘‘the’ hard
strong core of America’s Merchant
Marine,” the bulletin declares, - -

Current Public. Offerings -
. Grace- Line. Ine. and. Moore-
McCormack Lines, Inc., two-mem-
ber companies. of the Committee,;
are already undertaking public of-
ferings of a total of $42 million

in- Government -insured bonds- 1o
finance: part of the cost of four
new passenger ships. Other lines
are expected to follow suit as their
own vessel replacement programs
progress, the bulletin says. .

The Government is authorized
to insure 100% of the principal of
and unpaid interest on mortgages

on U. S. ships under. Title XI of .

the Merchant Marine Act of 1936.
The Secretary of Commerce, the
hulletin points out, must -approve
the' ability, experience and finan-
cial. resources of the steamshin
lines issuing the bonds.

Public’s First: Opportunity

“This is the first opportunity
the public has had to.participate
in: financing its Merchant Marine
under Title XI,” according ' to
“Shipping - Outlook”. . Shipowners
themselves pay the Government
for- the ‘cost of its insurance .at an
annual premium which may vary

-between one-half and one per cent

of: the average principal: amount
of:the: mortgage outstanding. * . ..«

The total program will call for
amr expenditure most recently esti-

mated at $3.6 billion. In’ addition.

to' funds raised by debt financing,
some»-$2.6 billion-will come from:
reserves or equity financing, and

from Goverhment construction— .-

differential’ payments to U.. S,
shipyards designed to compensate
for the difference between foreign

and domestic shipbuilding costs—
up- to a maximum of 50% of do-
mestic costs; the- bulletin says.
Most ships in the combined fleet
of the contract operators will soon
be: approaching the end of their
usual 20-year statutory life and
must normally be replaced in'the
next 10 to-15 years. The U. S.

Government considers the mari-

time industry’s replacement pro-

gram of sufficient economic im-

portance to justify the extension
of Governmental aid and 100%
insurance of ship mortgage bonds,
the bulletin says, pointing out two
reasons. - ° "

“One is that over the years, and -

freguently through grim experi-
ence, the Nation has seen the need
for a strong, up-to-date merchant

fleet in times of national emer-

gency. . The other is that this same

need has ‘become apparent, when,

lacking adequate ocean:transpor-
tation under ‘the American flag,
ihe” country’s foreign commerce

has ‘time’ and again been con-

strained to move, if at all, only at

the pleasure of foreign nations

whose -merchant ships dominated
the world’s trade routes.”

‘With reference to the govern-
ment-guarantee of the bonds and
their legal investment status, the
bulletin observes as follows:

“Section 1103 of Title XI pro-
vides: ‘The faith of the United
States is solemnly pledged to the
payment of interest on and the
unpaid balance of the principal
amount of each mortgage and loan
insured under this title.

“In .respect to this guarantee,
the following is excerpted from
an opinion submitted by the At-

torney General of .the United °

States to the Secretary of Com-
merce on May 20, 1958: ‘It is
. appropriate to conclude that
Congress intended to place the
obligations assumed by the United
States under a contract of insur-
ance pursuant to Title XI on a
parity -with the obligation which
it- ‘assumes . with respect to its

interest-bearing. obligations, . . .’

Any insurance obligations validly
incurred -under Title XI-will be a

general ,obligation of the United.

States.”

“Because | of . this government

guarantee, ship mortgage bonds

‘are considered exempt from regis-

tration under the' Securities Act
of 1933 and the Trust Indentures
Act of 1939. e A

Legal Investments Status -

“It is understood that the secu-
rities will be legal investments,
subject to” certain conditions,  for
savings banks, commercial banks,
life, fire and casualty insurance
companies and fiduciaries in sub-
stantially every state on the coun-
try. It'is also understood that the
bonds will be legal investments
for all National Banks and all
State Member Banks of The Fed-
eral Reserve System.”

member companies of the Com-
mittee of American Steamship
Lines.- They are: American Ex-
port Lines, American Mail Line,
American President Lines, Bloom-
field: Steamship Company, Farrell
Lines, Grace Line Inc., Gulf and
South™ American - Steamship Co,,

Lykes Bros; Steamship Co., Mis- »
sissippi’ ‘Shipping Co:, Moore-Mc- -
Cormack: Lines, Pacific- Far East
Line; States Steamship Company; >
The Oceanic- Steamship Company,

and United States Lines:Company.

. (Special to Tie FINANCIAL CHRONIOLE) .
. LOS'ANGELES, Calif.—Michael
Caldarello,
Willianr J.- Gallagher- and -Arthur

E. :Smith- have become associated :
with Marache, Dofflemyre & Co;, :

210 West Seventh Street, members
of ‘the Pacific "Coast. Stock~ Ex-

change. . All were formerly with P. Matthews is: now’ with. Demp-

Of the 15 contract lines, 14-are -

+ led principally by steel, oluminum and copper.

“With Mﬁrache; k' Dbffl‘erhyre ! .

Edward- ‘A.  Forster, *
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Gontinued Slow Recovery With No-
Near Term Upsurge Seen

Purchasing agent’s survey group notes business recovery is
continuing slowly and that there has been.a startling change °
in commodity prices. The purchasing executives find also that
the impetus-provided: by Mideast crisis- has been- offset by mixed-
thoughts regarding employment: stability in: the auto industry,

A_}zgpst reporis of Business Survey Committee of the National
Association of Purchasing Executives, issued recently indicate
that the business recovery. is proceeding slowly, with..no great
upward surge anticipated in the immediate period ahead. The -
P A impetus supplied by the Middle East. crisis
has been largely offset by the cloud which
surrounds the ‘current auto industry labor
negotiations. The threat of a strike, added to
uncertain public acceptance of new: models,
has tempered some business. enthusiasm.
But, with' all this, conditions are improv-
ing and committee members, whose Chairman
is Chester F. Ogden, Vice-President, The De=
troit Edison Company, Detroit, Mich., continue
to- report better production and new order
figures, In fact, not since the Summer of 1955
have so many told of improvements in these
areas. This month, 45% staté their production
is: up, 40% 1ihe same and only 15% worse.
« Higher new order bookings are reported by

48%, while 41% say there is no change and
. only 11% have had reductions. Employment
continues to make slight gains, to keep pace with the improving
production and new order positions. .

One of the startling developments in this month’s report is
the dramatie change in commodity prices. The downward trend
came to an abrupt halt and, largely as a restlt of increases in the
basi¢ metal industries, commiltee members report that, over-all
they are having {o pay more for the materials they are buying,.

Our special question this ‘month sought to determine if the
Middle East erisis had resulted in any major change in forward
buying or inventory policies. As a result of the foreign situation,
only 7% of our members say they have extended their forward
coverage, while:93% have made no change. Similarly, Middle East
developments have had little effect on inventory levels, Caution
still prevails, and 92% are continuing their tight inventory policy, |
with only 8% reporting increases. .

Chester F. Ogden:

Commodity Prices

A marked shift has occurred in the price gituation. The Middle
East crisis has been instrumental in raising some commodity prices.
The' impact of these changes added to the recent increase in steel
has resulted in an ending of the over-all downward trend that
began a year ago. This month, 44% of our reporting members say
prices have increased, as compared to only 4% so reporting last
month. Fifty-four per cent say there has been no change and only.
2% tell of decreases. e

Inventories

While there ave some indications that the inventory liquidation
program is:nearing an end, Purchasing Executives are still reluc=

. tant to abandon their tight inventery control policy. Even the

crisis in the Middle East and recent price increases have not
brought about any widespread inventory accumulation program,

_ The. majority of our members, 57%, report no change from last

month. Thirty per cent still tell of reductions and only 13% say °
they have added to their stocks on hand. ;

Employment

The continuation of the upward trend in employment, which
started last April, is again evident this month. While the majority,
60%, still say their situation remains unchanged, there are 26%
reporting improvement in August, against 23% in July. Only 14% -
say their employment position has worsened, compared with 22%
in this category last month.

Buying Policy ) ’

The most noliceable change this month is thg shortening of
time in forward commitments for capital expenditures, as some
reports cf Fall plant éxpansion plans are noted.

R Per Cent Reporting

60
Days
36 ¢

90
Days
10

30
August - Days
Production Materials 1 42
" 'MRO" Supplies 48 19 3
Capital Expenditures 9 23 26
July. . : g v )
Production Materials 41 36 10
. MRO- Supplies-__ 46 17 3
. Capital Expenditures - 13 5.. 20 25

‘Specific Commodity Changes <~ ",
" A-réversal of the downward price trend is noted this month

On the up: side are: Aluminum, copper, brass, steel, iron ‘and
steel scrap, pipe, fuel oil, rubber, electrical equipment, cotton and
burlap.. © - 3 5 % L .
-7~ On the down side is: Lead.

In short supply is: Helium. }
Lester, Ryons Adds
(Speclal to THE FINANCIAL CHRONICLEY

LOS ANGELES, Calif—John C.
Panos has been added to the staff
of Lester, Ryons & Co., 623 South

With Dempsey-Tegeler
.+ (Special to. THe FINANCIAL CHRONICLE):

LOS: ANGELES, Calif.—Cooper

J.Logan & Co.,'of which Mr, Smith. sey-Tegeler'& Co:, 210" West Sev= Hope. Street, members of the New .

was Manager of the Statistical De-- enth Street.” He was formerly with:

partment in Pasadena.

York and Pacific Coast Stock EX= -
changes. )

J. Logan & Co.
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| NEws ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

Joseph M. O'Loughlin was
elected Trust Officer of the Fed-
eration Bank and Trust Co., New
York.

% %

Horace A. Sawyer has been
elected to the Board of Trustees
of the Dry Dock Savings Bank,
New York
: 7 " %

Jackson Eli Reynolds, former
President and Chairman of the
First National Bank of New York,
died Aug, 18, at the age of 85. Mr,
Reynolds had been a Director of
the bank since 1917, and was
President from 1922 to 1937. He
retired as a Director in 1946,

* * *

Howard Bayne, 79, a. Director
of the Chase Manhattan Bank,
New York, died Aug. 24. Mr.
Bayne started his career with the
Columbia Trust Co., as Treasurer
in 1905. He was elected Vice-
President. two years later and
stayed with the company until its
merger with Irving Trust Co., N.
Y. When Mr. Bayne's father’s
Seaboard Bank was absorbed by
Chase National Bank, Mr. Bayne
was made a Director and a mem=
ber of the executive committee.
He remained & Director when the
bank was renamed -the Chase
Manhattan Bank. 243

& " *

The First National City Bank
of New York announced the ap-
pointment of Robert M. Goodwin
and Coleman B. McGovern, Jr. as
Assistant Vice-Presidents, For-
merly Assistant Cashiers, Messrs.
Goodwin and McGovern are hoth
assigned to the bank’s Bond Ad-
ministration Department.

Raymond C. Daly has bheen
elected a Trustee of Union Dime
Savings Bank, New York, it was
announced by J. Wilbur Lewis,
President. .

. Mr. Daly is
new business
Manufacturers
New: York,
B 0 £
Frank O. Prior has been elected
" a Director of the Chase Manhat-
tan Bank, New York, it was an-
nounced by George Champion,
President.

Mr, Prior is a director of the
Filrst National Bank of Chicago,
111,

a member of the
committee of the
Trust ‘Company,

o ” P

. Depositors Trust Company, Au-
gusta, Me., absorbed Knox County
Trust Company, Rockland, Me., A
braneh was established in the
former Jocation of the absorbed
bank.
LR "
. T." Raymond Pierce, President
of the Wellesley Cooperative
Bank, Boston, Mass., died Aug, 22.
His age was 79.
Riverside Trust Company, Hart-
ford, Conn., and Bankers Trust
Company, Essex, Conn., merged
under charter and title of River-
side Trust Company. A branch
‘was established in the former lo-
catipn of Bankers Trust Company.,
. = * =
© Plans for a merger whereby
-National State Bank, Elizabeth,
‘N. J., would acquire the stock of
Peoples Bank & Trust Co., West-
field, N. J., has been approved by
directors of both banks. The:pro-
posal is subject to ratification by
stockholders of both banks, and
the Comptroller of the Currency.
a % %
The stockholders of two Tren-
ton, N, J. banks—First Mechanies
National Bank and the Trenten

Banking Company — overwhelms-.

ingly approved of the consolida-
tion of the two banks into the
First Trenton National Bank.

New officers in the newly-
formed bank, which now only
awaits {final approval by the
Comptroller of the Currency, will
be Harvey C. Emery, Chairman
of the Board and Chiefl Executive
Officer; Sydney G. Stevens, Pres-
ident; Harold Ray and Richard
G. Magill, Executive Vice—Pl_”csn-
dents; and Stephen W. Wright,
Vice-President and Cashier. Il
is proposed to make the consoli-
dation legally effective on Aug.
29 with the opening of business
for the consolidated bank being
scheduled for Sept. 2.

Two of Trenton’s largest and
oldest banks are brought together
through the consolidation. 1t will
result in a banking institution
with over $170 million in asscts
which will make it the largest
bank in Trenton and central New
Jersey, ranking sixth largest in
the state and 161st among_thc na-
tion’s 14,000 banks. Previous ar-
ticle appeared in this column on
July 10, page 118,

At separate special meetings: of
the shareholders of Fidelity Trust
Company, Pittsburgh,’ Pa.;: and
Potter Bank and Trust Company,
Pittsburgh, Pa., held Aug. 26, ap-
proximately 90% of the outstand-
ing shares of each institution
were voted in favor of the pro-
posed merger of the two banks.

Subject to the approval of the
Pennsylvania Department of
Banking and the Board of Gov-
ernors of the Federal Reserve
System, the merger will become
effective at the close of business
Sept. 12,

Upon the merger becoming ef-
fective, Fidelity will have (on the
basis of the June 30, statements of
condition) total capital, surplus
and undivided profits of more
than $38,000,000, and total re-
sources in excess of $342,000,000.

Alliance First National Bank,
Alliance, Ohio, and City Savings
Bank & Trust Co., Alliance, Ohio,
have announced plans for a
merger, The new institution would
be known as First National City
Bank, ; )

By a stock ‘dividend the com-
mon capital stock of The Farmers
National Bank of Shelbyville,
Ind., was increased from $250,000
to  $400,000, effective Aug. 11.
(Number of shares outstanding—
40,000 shares, par value $10.)
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A permit to organize the Sidney
Community Bank in Sidney, Ill.,
was issued Aug., 21 by State
Auditor Elbert S. Smith.

Proposed capitalization consists
of $50,000 in capital stock, $15,000
surplus and $15,000 in operating
reserve, :

The.community has been with-
out banking facilities since 1944
when the Winston State Bank
voluntarily liquidated.

After the permit has been is-
sued the organizers take subscrip-
tions to the stock and when . this
has been fully subscribed a meet-
ing of the subscribers is held to
elect a Board of Directors, Com-
pletion of these steps leads to the
issuance-of a charter to operate
the bank.
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Central State Bank, Elkader,

Towa, absorbed Farmers State

Bank, . St. Olaf, Jowa. A branch -

was established in the former lo-
cation of the absorbed bank.
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. Peoples National Bank of Jones-
boro, Ark., changed its title to
First National Bank of Joneshoro,
Ark,, effective Aug, 16.

The International Trust Com-
pany, Denver, Colo., and The First
National Bank of Denver. Denver,
Colo., consolidated under ‘charter
and title of The First National
Bank of Denver, Denver, Colo.

Pico Citizens Bank, Pico, Calif.
has changed its title and address
to Bank of Pico Rivera, Pico
Rivera, Calif.

James E. Wynne has been ap-
pointed Assistant Trust Officer of
The Bank of California, San Fran-
cisco, Calif. He will serve as
Operations Officer for the Head
Office Trust section.

Prior to his appointment, Mr.
Wynne had officiated for the past
10 years in a like capacity with
a Southern California bank.

His banking career began in

1940 as Accounting Clerk with the

Colonial Trust Co., Pittsburgh,
Pa., a position he held until his
move to California in 1948.
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Frank L. King, President of
California Bank, Los Angeles,
Calif.,, has announced that the
bank’s Directors, and the Dirce-
tors of The First National Bank
of Palmdale, Palmdale, Calif., and
of the Bank of Northridge, North-
ridge, Calif,, have approved an
agreement whereby California
Bank will purchase the business
of -the latter two banks. The sale
and purchase is subject to the
approval of bank supervisory
authorities and of the sharehold-
ers of each bank.

It is expected, subject to the
shareholders’ approval, that actual
transfer of the business will take
place as of Oct. 3, or as soon
thereafter as the necessary legal
formalities have been concluded.

$50,000,000 Southern
Calif. Edison Bonds
Offered at 101.113%

Halsey, Stuart & Co. Inc. and
associates on Aug. 26 offered $50,-
000,000 of Southern California
Edison Co. first and refunding
mortgage bonds, series K, due
1983 at 101.113% and accrued in-
terest. Award of the bonds was
won by the group at competitive
sale on its bid of 100.2299% for
the bonds as 4%s.

Net proceeds from the sale of
these bonds will be used in part
to retire short-term bank loans
incurred to finance the company’s
continuing construction program
which are estimated not to ex-
ceed $20,000,000. The balance will
become treasury funds. The com-
pany proposes to use an amount
at least equal to such bslance in
its continuing construction pro-
gram. It is presently expected
that gross plant additions for the
years 1958-59 will total approxi-
mately $271,462,000.

The new bonds will be redeem-
able at prices ranging from
105.74% to par.

The company is a publie utility
engaged in the business of gen-
erating, purchasing, transmitting,
distributing and selling electric
energy in portions of central and
southern California, excluding the
City of Los Angeles and certain
other cities. Estimated population
of the territory served as of April
1957 was approximately 4,382,000.

For the 12 months ended June
30, 1958, the company had net
income of $36,704,000. Its total
stated capital at June 30, 1958, was
$374,141,000 and long-term debt,
$492,572,000.

Herman Schwartz

_ Herman Schwartz, member of
the New York Stock Exchange,
passed away Aug. 20.

Continued from page 3

- The Breakdown

of

Keynesian Economy

Smith’s Wealth of Nations grew in
large part out of a refutation of
the errors of the Mercantilists.
Malthus’s famous Essay on Popu-
lation grew out of an attempt to
refute the optimistic doctrines of
Godwin. Kant’s Critique of Pure
Reason began as an effort to re-
fute the theories of Hume. John
Stuart Mill's two-volume Exam-
ination of Sir Willium Hamilton’s
Philosophy became more famous
than any of the writings of the
philosopher he attacked.

I hope I shall not be regarded
as presumptuous enough to be
comparing the present modest
work with any of the great books
just mentioned. I cite them merely
to show that refutation of error is
far from a futile occupation. It is
an important method, not only of
defending, expounding and clari-
fying known truths, but of ad-
vancing to new truths and greater
insight. As logic and mathematics
sufficiently prove, the more we
understand the implications of any
theorem the hetter we understand
the theorem itself.

Nor, in examining the views put
forward by a single man (or his
disciples), do we necessarily con-
fine ourselves to those views.
Their analysis becomes a way of
gaining a clearer and wider grasp
of the problems with which that
writer -dealt.  In (the first chapter
of his Examination of Sir William
Hamilton’s Philosophy, (1874),
Mill wrote: “My subject, there-
fore, is not Sir W. Hamilton, but
the questions which Sir W. Hamil-
ton discussed. It is, however, im-
possible to write on those ques-
tions in our own country and in
our own time, without incessant
reference, express or tacit, to his
treatment of them.”

The subject of this book, like-
wise, is not John Maynard Keynes
but the problems he discussed.
And we cannot discuss these prob-
lems at the present day without
discussing his treatment of them.

III.. A Path-Breaking Pioneer?

Now though I have analyzed
Keynes’s General Theory in the
following pages theorem by theo-
rem, chapter by chapter, and
sometimes even sentence by sen-
tence, to what to some readers
may appear a tedious length, I
must reveal my conclusion here
that, in spite of the enormous
reputation of the book, I have
been unable to find in it a single
important doctrine that is both
true and original. What is original
in the book is not true; and what
is true is not original. In fact, as
we shall find, even much that is
fallacious in the book is not orig-
inal, but can be found in a score
of previous writers.

Frankly, when I began this task
I did not thing I -would arrive at
So sweeping a conclusion. My first
thought was that I might do a
quite short work, analyzing
Keynes's chief doctrines so that
the reader who wished a eritical
analysis would be able to find one
in a brief and readable form. But
when I actually embarked upon.a
line-by-line analysis, my. experi-
ence was strangly like -the one
John Stuart Mill describes in.his
Autobiograph regarding his analy-
sis of Sir William Hamilton: “As
I advanced in my task, the damage
to Sir W. Hamilton’s reputation.
became greater than I at first
expected, through the almost in-
credible multitude of inconsisten-
cies which showed themselves on.
comparing different passages with
one another.”3

So I have found in Keynes's
General Theory an incredible

3(Oxford, World's Classics edition).
p. 234.

number of fallacies, inconsisten-
cies, vaguenesses, shifting defini-
tions and usages of words, and
plain errors of fact.

Once we have thoroughly exam~
ined the fallacies in the Master,
we can economize time by not
troubling to dissect them again,
usually in an even more vulner-
able form, in the disciples.

In the preface to the General
Theory, Keynes tries to anticipate
some general criticisms. He apolo-
gizes for the “highly abstract
argument” that is to follow, by
declaring that his book “is chiefly
addressed to my fellow-econo-
mists” (p. v), and that “at this
stage of the argument the general
public, though welcome at the
debate, are only eavesdroppers”
(p. vi).

I do not think we can excuse
the bad writing in most of the
General Theory on this grounds.
For Keynes succeeds, as we shall
see, in being involved and techni-
cal without beging precise. One
of the most striking characteristics
of the book is the looseness of
many of the leading terms, and
the constantly shifting senses in
which they are used.

Attempting to anticipate an-
other criticism, Keynes remarks:
“Those, who are strongly wedded
to what I shall call ‘the classical
theory,” will fluctuate, I expect,
between a belief that'I'am quite
wrong and a belief that I am say-
ing nothing new.” (p. v). This
insinuates an argumentum ad
hominum. It attempts to discredit
critics: in advance for not being
converted to the new revelation.
Actually, as we shall find, it is
not necessary to “fluctuate” be-
tween these two beliefs. Keynes’s
main “contributions” are demon-

strably wrong, and in those cases

in which he is saying something
that is true he is indeed saying
nothing new.

Finally, Keynes presents himself
to the reader, not very modestly,
as a great intellectual pioneer
“treading along unfamiliar paths”
(p. vii). What is strange about
this, however, is that toward the
end of his book, in Chapter 23, he
cites, as confirmation of the truth
of these new path-breaking ideas,
the fact that most of the same
ideas were held by ‘the Mer-
cantilists of the Seventeenth Cen-
tury!

Fortunately Keynes’s Chapter 1,
“The General Theory,” is only a
single paragraph long. But that
paragraph raises three points that
call for comment. o

In its first sentence he states:

“I have called this book The
General Theory of Employment,
Interest -and Money, placing the
emphasis on the prefix general.
The object of such a title is to
contrast the character of my argu-
ments and conclusions with those
of the classical theory of the sub-
ject, upon which I was brought up
and which dominates the economic
thought, both practical and theo-
retical, of the governing and
academic classes of this genera-
tion, as it has for a hundred years
past.” (p 3).

“I shall argue,” Keynes con-
tinues, in his second sentence,
“that the postulates of. the classical
theory are applicable to a special
case only and not to the general
case, the situation which it as-
sumes being a limiting point of
the possible positions of equili-
brium” (p. 3). Good economics
prior to 1936, however, like good
economics since then, did not de-
pend on postulates that fitted spe~
cial cases only. It dealt with the
business cycle,” with periods of
prosperity and depression, as well
=g with simplified “static” theory.
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It is Keynes's economics, as we
. shall find, that applies to a special

case only; and it does not give a

correct analysis of that special

case.

“The characteristics of the spe-
cial case assumed by the classical
theory,” Keynes goes on, “happen
not to be those of the economic
society in which we actually live,
with the result that its teaching is
misleading and disastrous if we
attempt to apply it to the facts
of experience” (p 3). :

This is not argument but mere

. assertion. For the present I will

content myself with the contrary
. assertion that sound “orthodox”
. economics was always flexible
enough to analyze actual condi-
tions, and that it is Keynes’s as-
. sumptions that “happen not to be
those of the economic society in
which we actually live.”

Our criticisms of Chapter I must
apply to every sentence in it. They
must apply, also, to his curious
use of the term “classical,” which
he defends in a footnote. There
he points out that “the classical
economists” was a name invented
by Marx to cover Ricardo and
James Mill and their predecessors.
“I have become accustomed,” he
writes, “perhaps perpetrating a
solecism, to include in ‘the classi-
cal school’ the followers of Ri-
cardo, those, that is to say, who
adopted and perfected the theory
of the Ricardian economics, in-
cluding (for example) J. S. Mill,
Marshall, Edgeworth and Prof.
Pigou.” (p. 3).

This extended use of the term
“classical” is merely confusing. It
gives the reader a quite false pic-
ture. He is being asked, in effect,
to consider  practically all eco-
nomics prior to the appearance of
" the General Theory in 1936, no
matter by whom written, as both a
unified theory and an agreed upon
theory. But there was enormous
diversity in the views of particu-
lar writers, and many controveries
between the so-called “classical”
economists. There were also points
which some of them did not pre-
tend to have settled. Keynes
writes as if all the economists
before him had slid into a sort
of dogmatic slumber, thoughtlessly
incanting after each other some
unexamined cliches of thought.

His references to the “classical”
school are misleading in more
than one respect. He includes
among the classical economists the
pioneers and continuers of the
subjective value or marginal util-
ity theories that represent a break
with the “classical” economics.
And when he writes about ortho-
dox economics he seems to confine
himself most of the time to Mar-
shall and Pigou. He talks as if he
were unaware of the great ad-
vances beyond these writers that
were made, particularly in capital
and interest theory,
Bawerk, John Bates Clark, Knut
Wicksell, Irving Fisher, Ludwig
von Mises and F. A. Hayek.

Keynes’'s frame of reference is
strangely provincial, He seems to
assume that whatever was not dis-
covered by either Marshall or
Pigou, or discussed in his liftle
circle at Cambridge, was never
thought of at all.

H. T. Brashier Jr. Rejoins

Eppler, Guerin & Turner

DALLAS, Texas — Eppler,
Guerin & Turner, Inc., Fidelity
Union Life Building, members of
the New York Stock Exchange,
have announced the re-association
of Haden T. Brashier, Jr, with the
firm,

Formerly associated with Ep--
pler, Guerin & Turner, first as a-

registered representative in the
Fort Worth office and later as
manager of the firm’s Houston of-
fice. Mr. Brashier, widely known

and respected among West Texas -

investors, will represent Eppler,
Guerin & Turner throughout the
Abilene, San Angelo, area. Mr.
Brashier returns to West Texas on
his request. s & 0
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Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

The market for fixed income bearing obligations, and this is
especially applicable to Government securities, continues to be on
the defensive, with new lows being registered in many of these
issues from time to time. The action of the monetary authorities
in gradually tightening money and credit is keeping the pressure
on the Government market. The upping of the discount rate from
134 % to 2% by the Federal Reserve Banks of Dallas and Atlanta
is being taken as another step in the process of changing the
money picture from ease to one of restraint, the extent of which
will depend upon the amount of inflation or inflation
that is developed, as well as the course of business.

The increase in yield in Treasury bills is moving up the rates - |
of all short-term obligations. On the other hand, the long-term .|
issues are frying to work out some kind of a bottom, but the ..
tightening efforts of the monetary authorities has not been very

helpful so far in this operation, g

The monetary authorities continue to tighten the money mar- - -

ket since the volume of free reserves of the member banks of the
systeny declined for the fifth week in a row. Also, the Federal
Reserve Banks of Dallas and Atlanta increased the discount rate
from 1%1% to 2%, thus joining the Federal Reserve Bank of San
Francisco in the effort to make money and credit cost more.

Credit Tightening Continues

The tightening of credit by the Federal Reserve Banks is
being done at a slow pace. Even though this move toward re-
straint of money and credit is gradual, it has been persistent and
indications are that it will continue that way. It is evident that
the powers that be are not going to be accused this time of not
taking action soon enough to halt the forces of inflation as they
were when the last inflation spiral was getting under way.

However, it must be remembered that the present upturn in
business has not been going on too long and in not a few sectors
of the economy it is still not too vigorous. It is evident that the
money managers do not want to stop the recovery, which is just

getting underway, by the use of the money tools,which, means.,

tighter money and credit. Yet at the same time they are not
going to sit by and see the forces of inflation gain in strength to
the extent that they will have a disgstrous effect on the economy.

Measures.Designed to Curb Stock Market

The warning flags that are being posted along the way in the
form of higher discount rates, and the gradual cutting down of
the free reserves of the member banks of the Federal Reserve
System, may have a retarding influence on the forces that are
again asserting themselves in the stock market and in the lack
of attraction in the market for fixed income bearing obligations.
In the past, changes in monetary policy have been signalled by
the trend of the discount rate and the present move from 134%
to 2% by the Federal Reserve Banks is to be taken &s indicative
that there will be higher interest rates and less credit available
in the future. Even though this money tightening may continue
to be slow and gradual there is not likely to be any turnabout
now unless the business recovery falters.

* New Treasury Financing Impends

Loans usually pick up at this time of the year because of the
seasonal demand for funds and this probably means that the
tightening operation of the monetary authorities will not be quite
as vigorous as would be the case at other times of the year. Also,
there is another new money raising operation ahout to be under-
ifaken by the Treasury in the very near future and there will
have to be funds available to the deposit banks in order for them
to subscribe to the new securities which are expected to be mainly
in the bank maturity range. In other words, obligations that will
be largely in the near term or intermediate term range.

It is evident that the rather chaotic conditions which have
been prevailing in the long-term Government market seems to
rule out such a security being offered for new money raising
purposes by the Treasury.

Other Central Banks {o .Up Discount Rate |

The uptrend in short-term rates, led by the Treasury bill
rate, will in time bring about higher Central Bank rates by many
of the other Federal Reserve Banks, because the discount rate
does not generally remain for long below the rate for the shortest
and most liguid Government obligation. This is in spite of the
fact that discounts at the Federal Reserve Banks are small and
have shown only minor increases.

psychology .. -

Corp. Transfer Agenis
To Hold Outing

The Corporate Transfer Agents
Association 12th Annual Golf
Tournament and Outing will be
held at Colonia Country Club, Co-
lonia, N. J., on Thursday, Sept. 18,
1958, for members and guests.

The event will consist of golf, a
dinner in the evening and enter-
tainment.

It is expected that about 50
members and’ a like number of
guests will attend the affair.

Members of the Entertainment
Committee are R. L. Mulkeen,

Chairman, Transfer Agent, Wa-

bash Railroad Co.; George Wasko,
Transfer Agent, Santa Fe Ry.;

W. J. McDermott, Manager, Stock
Transfers, U. S. Steel Corp.; L. C.
Steiner, Assistant Secretary, RCA;
L. T. Hindelang, Secretary and
Treasurer, American Bank Note
Co.; Theodore Stone, Assistant
Secretary, Cities Service Co.; Cort
Pohle, Assistant Treasurer, Con-
solidated Edison Co,

Robert A. Riley Now
With Merrill Lynch

(Special to TiE FINANCIAL CHRONICLE)

CHICAGO, Ill.—Robert A. Riley
has become associated with Mer=
rill Lynch, Pierce, TFenner &
Smith, Board of Trade Building,
Mr, Riley has recently been with
Channer- Securities Company and
in the past was an officer of.Stern
Brothers & Co.
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By ROGER W. BABSON

The U.S., Khrushchev and Mao '

Mr. Babson denies possibility

of shooting war with Russia,

citing basic differences and dissension between the Kremlin
and Communist China.

As I have continually stated
in these columns, we will not
have a'shooting war with Russia.
We may have a chemical-weather
war; and. we
are now in an,
economic war.
I go further
and say that
Khrushchev
—Ilike all Rus-
sian ‘leaders—
has world
domination as
a goal; but
this is not
true of the
Russian peo-
ple or of the
satellite na-
tions.Further-
more, Khrushchev fears Premier
Mao of China. :

Watch China Carefully

There are many reasons why
China would not join Russia in
war against the West. China is
largely Buddhist in religion; but
China is not atheistic, as Russia
claims to be. Most of the Chinese
leaders were educated in Chris-
tian schools. The colleges and
hospitals of China were largely
financed by American dollars.

China, by; tradition, is friendly
to,the United. States. My Grand-
parents formerly sailed ships,her
tween Boston and Chinese ports.
In the homes of their descendants
today — including my own — are
beautiful pieces of chinaware
which were purchased in China
by the captains of these ships. It

Roger W. Babson ¥

is within the last 15 years that .

these ties with America have been
broken. It is only common sense
that they will again be renewed.

Marshall’s Big Mistake

I think Mr. Truman will tell
intimate friends that he made a
mistake in accepting the report
of General Marshall on China. Of
course, the General was in China
only a short time and was' de-
pendent upon the reports which
he rcceived from those whom he
met. To make a comprehensive
report on China would take
months or years. Besides, Gen-
eral Marshall was a West Point
graduate, with Army experience.
He should not have accepted the
task. which President Truman
gave him.

General Marshall was very
much influenced by Chiang Kai-
shek and his charming wife. She
graduated from our college here
in Wellesley and made friends
with' all of us people whom she
met, She also won the hearts of
Mr, Truman and other prom-
inent men. It was largely due to
the character, courage, and wealth
of the Sun family that the rail-
roads, public utilities, and fac-
tories of China were built.

Nationalist China and the
United Nations

From the observations I gath-
ered when I visited China, I
would hesitate to admit Com-
munist China to the United Na-
tions.  It, however, has always
scemed inconsistent to permit
Formosa and Chiang Kai-shek to
represent the 600 million Chinese
mainlanders in the United Nations.
This may have been a means of
“saving face”; but it does not
make sense to me.

If Chiang Kai-shek should die
today, I am sure that Communist
China, under Premier Mao, would
be admitted to the United Nations.
On the surface, we continue to be

unfriendly to Communist China;
but it may be that Premier Mao
is receiving some sympathy ‘and
moral support from certain fac-

tions in our State Department, It
is very interesting to -see how
England has kept friendly with
Communist China, which has not
disturbed Hong Kong. This is one
of the most beautiful cities I have
ever visited; it is very busy and
very rich. Yet, Premier Mao could
drop a bomb on it and knock it
out of existence.

Khrushchev Fears Mao

As I said in my colunm last
June, there is more probability of
war between Russia and China
than between Russia and the
United States. If Khrushchey
should attack Western Europe and
America, China would at once at-
tack Russia on the ‘East. In doing
so, she would receive the help of
England, America, and the other
Free Countries. Hence, I repeat,
there will now "be no shooting
war between the United States
and Russia.

N. Y. Cotion Excﬁangé
Honors W. L. Johnson

Fifty years of membership and
service were cited in a New York
Cotton: Exchange resolution pre-
sented to Walter L. Johnson by
William K. Love, Jr.,, President
of the Exchange. Mr. Johnson
was honored for his contributions
to the development of many of
the practices which guide the Ex~
change today. Mr. Johnson, a
special partner of Shearson, Ham-
mill & Co., joined the firm when
it was founded in 1902 and was
managing partner for many years.
He was elected to the Cotton Ex-
change in 1908.

At the start of World War I,
failure of several major cotton
firms spurred Walter: Johnson to
develop a plan under which the
New York Cotton Exchange
Clearing Association was formed
in 1915. The Association requires
cotton firms to deposit sufficient
funds with the Clearing House to
guarantee fulfillment ot all con-
tracts, This ended the- recurrent
failures of cotton firms. In 1915,
Mr. Johnson was elected the first
President of the Cotton Exchange
Clearing ~Association and con-
tinued in that office for 30 years.
From 1918 to 1929 he also served
as President of the New York
Cotton Exchange. ’

In 1928 Mr. Johnson was instru-
mental in the adoption of “South-
ern delivery.” Contracts until
that time had been settled on the
basis of delivery in New York.
Speculative practices often caused
the New York price to be out of
line with that in cotton’s natural
markets. After the resultant re-
forms, contracts were settled on
the basis of delivery at key south-
ern markets.

Gustomers Brokers fo
'Hold Annual Dinner

The Association of Customers
Brokers will hold their annual
dinner and installation of officers
on Sept. 11th at Whyte’s Restau-
rant. Business meeting will be
held at 4:15 p.m. to be followed
by cocktails at 5:15 p.m. and din-
ner at 6 p.m. Tickets are $8 each
and include dinner and all gratui-
ties plus two cocktails before
6 p.m. i

Reservations should be made
with Sam Minsky, Hardy & Co.,
before Sept. 8th. d

. Leon C. Sunstein

Leon C. Sunstein, partner im

Gerstley, Sunstein & Co., Phila~
delphia, passéd away’ Aug. 17.
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As We See It

ments. In truth, it increases the need of a greater measure
of prudence in the conduct of our fiscal affairs.

Take a look at the record. For many years it was the
considered policy of the nation to avoid any national dabt.
Even when we entered World War I the debt of the Fed-
eral Government was less than $2 billion. In fact it was
not much more than one billion. By the end of 1920--we
had fought a war “on inflation” as Secretary McAdoo
used to sav~—~net Federal debt stood at the then staggering
sum of nearlv $24 billion. After the Coolidge-Mellon re-
trenchment of.the "Twenties had run its course the net
debt of the Federal Government at the end of 1929 stood
at $16.5 billion. This at the time was regarded as a figure
much too high and due to be reduced substantially during
the next decade. Some had even hoped that the time would
come when we should be back to pre-World War I status.

It was, however, not to he. Depression conditions -and
a certain infiltration of what later was to be known as
New Deal thinking brought a rise of more than a third
even before President Roosevelt took over. And then came
the New Deal with its glorification of debt. By the time we
entered World War II the net debt of the Federal Govern-
ment had reached a figure of some $56 billion, an amount
more than double anything that we had known even during
World War I. But no one -in places of power or influence
secm@d to worry about it at all. Computations were made,
again and again to show that the country could “stand” a
much greater debt.

It was at about this time that Mr. Hopkins (according
to report) was coining his much quoted phrase about
“spending and spending, taxing and taxing, and electing
and electing.” Whether he ever said anything of the sort
we have no way of knowing, but the phrase quite accu-
rately reflected what was going on, and had been for years
previous.

Then, of course. came World War II, when again we
gave hardly a thought to any really sound fmancmg of our
effort. The met natloml ‘debt rose to the astronomical
figure of almost $253 billion by the end of 1945. After war
swollen cash holdings had been drawn ‘down and the debt
correspondingly reduced the figure stood at just short .of
$230 billion at the end of 1946. Now a dozen years affer
the great war ended, the national debt still is-but-some
$5 bllhon short of that 1946 figure—and promises defi-
nitely to exceed it shortly. The fact is almost incredible,
but fact it is. The President at one of 'his recent news
conferences seemed horror-stricken ‘to think of a much
longer continued rise in such figures as these, but neither
he ner any ‘one else seems to-be in a meod to do anythm
really effective to prevent it.

But as large as this flgure is, it fails by a wide margin
to tell the whole story. Thc,.ﬁgures we have been quoting
exclude “duplicate debt,” but do include “agency debt.”
At least they include formal debt obligations of agencies
in the hands of the public. They fail, however, by a dis-
tressing margin to include 21l the debt of the Fed_eral Gov-
ernment. Leaving out of account altogether the various
contingent liabilities of the Federal Government stemming
from guarantees, insurance and the like, the real debt of
the Federal Government is now probably twice as great
as the formal figures indicate. This enormous -discrepancy
grows out of the fact that no account s taken of ‘the future
liabilities of the Old Age and Survivors.Insurance scheme
—that is no account is taken of them in statements.of the
debt of the national government. The “present worth” .of
those commitments have ‘been competently calculated at
a figure of the order of magnitude of the published na-
tional-debt figure. The so- called reserves of the fund are
hardly a drop in the bucket.

Such a state of affairs could be much better tolerated_-

were it not for the fact that state and local governments
and the private economic system have keen following the

lead of Washington. This, of course, is in part a result of
tax laws which place a premium on debt as over against
equity capital, ‘but it -is likewise part and parcel of the-

thinking of the age which clearly reveals the imprint of
Franklm Roosevelt and the other New Dealers. Take state
and local debt, for example. In pre-World War I days it
ran around $4. 5 billion or less. It emerged from that war
not_verv materlally higher. By the end of the 'Twenties

it had reached a figure more than three times its early’
postwar amount. It will be recalled that this fiscal reck-
lessness of states and municipalities was one of President.
Codolidge’s nightmares. The New Deal did not object to.

such a program, but, of ‘course, the states and municipali-
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ties could not except in very few cases borrow sufficiently
to raise their debt very much. Roughly the same was true
of World War II years. In fact they found themselves at
the end of that war with less'debt than they had carried
for a good many years. It is now more than three times
‘what it was a dozen years ago!

Private debt of all sorts has had a similar course since

the end of World War II. At the end of 1945 the net in-

dehtedness of corporations and individuals in this country
stood at approximately $140 billion; at the end of last year
it stood at about $455 billion. A people 'thus loaded with
- private debt will inevitably find the carrying of a huge
public debt all the more burdensome. Much .of these .in-
creases in debt have been ‘‘monetized”- through- bank

ownership. This is a- process whlch must not be indefi- .

nitely continued.

We simply must not continue the current neglect of -

'set ‘external factors,

this explosive situation.

. Thursday, August 28, 1958

Monetary action has been the
cause of the deflations of the past
which initiated employment de-
clines. The decrease in.the quan-
tity of money by 16% in 1920 was
the direct result of Federal Re-
serve policy beginning with the
actions of November, 1919. Fur-
ther steps were taken up to the
middle of 1920 to squeeze the
economy in splte of the fact that
a downturn in economic. actxvxty
began in January, 1920.

The 1929 t0-.1933 decline came
from a mixture of causes with
monetary authorities -contribut-
ing a full measure to.the defla-
tion of the quantity of money by
27%-. The 1937. descent “into -de-
pression was preceded by in-
creases in required reserve ratios -

. in August, 1936, and ‘in . March

Continued from first page -

and again in May, 1937. As a re-

. sult, the quantity of -money .de-

Means for Maintaining
- Ecomomic Stability

other ends in view in addition
{0 ‘minimizing unemployment, we
generally prefer other means
rather than administered price and
wage controls as a method of hold-
ing down unemployment. The
latter produce unwanted conse-
quences such as misallocation of
resources and decreased freedom
of choice. Also, the political proc-
ess being what it is, we are likely
to have changes in prices and wage
rates with administered controls
which cause unemployment rather
than prevent it.

- The Causes of Unemployment

We can look for the causes of
unemployment, and the means for
preventing it, in two main areas.
‘Exogenous factors act on the.econ-
-omy in ways ‘which may ‘tend ‘to
.cause declines in employment.
‘However, we must also. recognize
.that suffluently rapid adaptations
-of prices and wage rates can off-
and that
‘failure of the :economy's adap-

tive mechanisms to react rapidly-

enough to external factors may
also be regarded .as a cause ot
unemployment.

Sufficient flexnblllty in- prices
We must also recog-

‘otherwise favor increased employ-

ment. Measures such as the Na-,

‘tional Industrial Recovery Act and

the " Agricultural Adjustment Act
.of 1933 increased wage rates and
‘prices and consequently increased
unemployment at a time when
“other factors would have decreased
"the number-of jobless but for these
offsetting actions.

The external factors acting on
the economy include- such forces
as monetary policy, technological
‘change, and weather." Aimong these,
-it is only monetary policy which

.is the major problem.: Adaptive -
_reactiohs in ‘the -economy ade-_"

~quately cope with the other forces.
‘In the case of changes in monetary
policy, however, we find that ad-

aptations in prices, and, particu-

- larly, ‘wage rates, lag chariges in.
the monetary sphere. -As a matter

of fact, wage' rates seem to. mave
adversely at the very time .that
monetary forces also behave ad-

versely. Both tend to.act together .

to eompound the unemployment
problem,

- Monetary Changes and
- Unemployment - -
Research by members of "the

Workshop in Money and Banking -

at the University -of Chicago has
found that turning points in the
rate of change in the money sup-
ply precede turning .points in
business activity and in velocity

of “circulation.l Stability in the
rate of change of money supply
would lead to greater stability in
velocity. The combined stability
of these two items, which deter-
mine the rate of spending, would
lead to greater stability in:the
economy.

The Federal Reserve Board has
an unofficial rule of thumb that

-the money supply should be al-

lowed to grow about 3% per year.
The rule, however, is not ob-
served. In the last two years, the
growth in money supply has been

‘held to an. annual level of -less

than 1%, and it grew more rap-
idly ihan 3% prior to this. After
July, 1957, the quantity of money
actually declined (on a seasonally

. adjusted basis).

I would suggest that the Fed-
eral Reserve Board could have
contributed greatly to the mod<
eration of the recent contraction
if it .had taken steps at least five
months before-the rediscount rate
cut of November, 1957, to prevent
the decline in -the quantity of
money. ‘Even with the delay, the
Board could still*have‘done much
better than it has-done. The steps

- taken _prior to March of this year
and wage rates can prevent-unem- -

ployment in the face: of gdverse
conditions.
‘nize ‘that prices and wage rates
“may be moved to levels- which.

were “nominal, "Federal Reserve

sBank -credit -furnished in ‘the first
two months .ef this year,

‘before
the cut ia reserve requirements,

Wwas running . approximateiy one-

‘half billion -dollars below the lev-
els “of “the ‘previous year. This
certainly- was no.contribution to
the problent of minimizing un-
employment.

1 Clark’ Warburton’s work has- also
demonstrated this point, although he re-
Jates "the quantity of money to depar-
tures from trend rather than examining

rates -of change. “The: Misplaced' Em-
phasis in Contemporary Business Fluc-

“tuation” TFheory,” -The. Journal of Busi-

ness 'of the University of Chtcago, Vol.
XIX, No. 4, October 1946,

i the previous year

_ Without this - slowing,

clined continuously throughout
1937 and the first four months of
1938. The turning point: did :not
come until reserve . requiremerits
were reduced in April, 1938,

In the postwar period,-each ‘of
the recessions has been preceded
by actions on the part of mone-
tary authorities which ‘reduced
the rate of growth or decreased
the monetary supply. The drop in
employment which began in late
1948 was preceded by increases
in required reserve ratios ‘in
February, again in June, and
once again in September.

The 1953-54 recession was pre-
ceded by a period of monetary
stringency which was strongest in
May, 1953. This recession, how-
ever, was as much a consequence
of the rapid increase in real wage
rates between the third . quarter
of 1952 .and the third quarter of
1953 as of monetary policy.

As may be noted in Table I, the
quantity of money did not de-
crezse between mid-1953 and mid-~
1954. However, the rate of growth
was less than 34 of 1% as.com-
pared to a growth rate of over
2% ‘in the preceding year. The
wage rate and price increases ,of
were incom-:,
patible with full employment .in
the following interval of slower
growth in the money supply, par-
ticularly in view of the decline
in aquantity of money per capita.

The current recession -stems;in
part from the policies used to-cure
the 1953-54 decline. Reserve re-
quirements were reduced in June,
1954, The unemployment peak
had already.occurrec in February, -
1934. By June, -the’ action was -
hardly necessary. A'inuch smaller
cut, or inoderate ,opzn  market
operations, would have meant a
less rapid growth in the morey
supply in ‘1954 and 1955. With a
more moderate growth rate “in
this period, the inflation which
alarmed the Federal Reserve
Board in 1956 and®1957 would
not have occurred. Slowing of’the
growth in money supply would
not - have become necessary ‘but
for the high rate of growti earlier.
and -‘the

‘;ABLE I
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(Billions) 1
$23.7
20.8
1 26.2
25.1
235,
20.2
19.2
20.7
29.7
108.3
107.1
124.3
125.2
132.6 (March)
132.0 (March)

Volume of Money and Unemployment
Money in Circulation
une 30)

Unemployment 3 |

'(June)
(Millloqs)

.06
.48 .

Per Capita 2’
$223
. 192

215
204
189
162
153
238
229
739
718
779
771
779
763

(March)
(March)
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- .1 Federal Reserve Bulletin, various issues.

-2 Computed using population data from Historical Statistics of the
United States (Washington: U. S. GPO, 1949) -and Current Population

- Reports, Series P-25 (Washington:

3 For data -prior to World War 1I,
York: Thomas Y. Crowell Co., 1953

are- average ‘unemployment during -those years.

War 1I, Survey of Current Business
partment of Commerce).

Bureau of the Census, June 1958).

Economic Almanac, 1953-54 (New
) p..423. Data for 1920 and 1921
For data after World
, various issues (Washington, De-
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actual fall in the quantity of
" money after July, 1957. we would

net be concerned about the depth -

of the present decline.

Real Wage 'Rates, Productivity,
And Employment Y
‘We can plausibly argue that the
- unemployment we now suffer, and
have  sutfered, is a consequence
. of administered ‘prices and wage
- rates, given the monetary . circum-
stances described above. Some of
. ‘these prices are administered by
governmental ‘authorities; others
by private authorities. ’

‘Many..wage rates -are set . by-

- governmental authorities, 'such. as
the minimum rates for eniployees
_-of enterprises in interstate com-

merce and of - those producing
goods under confract with ‘the

. ‘United States Government. Others.

are set for long' periods in ad-
" vance by " negotiations  between
employers and unions. This year,
for exarmple, 4.5 million workers

i in ‘the ‘United - States have 're=

ceived, or will receive, wage in-

- creases under contracts negotiated.

in prior years when 1958 eco-
nomic circuimstances and markets
were but imperfectly known: Most
of these increases are occurring
in industries suffering severe un-
employment, such as steel and
railroads.

The relationship between wage
rates and unemployment is such
that these 1958 changes work in
a destabilizing  direction. They
will ‘add to the number of unem-
ployed, at least in the sense that
more people will remain unem-
ployed . than would have if no
© wage rate increases were to oc-
cur. They partially
employment increasing effects of
present fiscal and monetary pol-
icies, some of which have auto-
maticaily 2 ‘come into operation
and others of which are the result
of discretionary actions.

This-is not ‘the time to attempt.

. -a proof of ‘the proposition that
- -other - things -being. equal,
number -of _jobs 1s' inversely re-
lated -to the wage rate. 1 would
like ‘to-point to data which illus-
trate ‘the point ‘that .increases in
real wage rates which outrun in-
- -ereasesin--productivity are jfre-
quently .associated. with “an:in=
¢ -creased volume of unemployment.
. -Purchasing ;power is. determined
by other ‘factors than wage rates.
Between 1929 ‘and 1933, real
wage rates in manufacturing rose
relative to average -output per
* -man~hour by 6.5%. 7 This was" as-
sociated with a in unemploy-
ment in the United States of those
people .who “would normally be
employed from 0.4 million to 11.6
million. Between 1936 and 1938,
real ‘wage rates rosc almost 8¢

. more - than productivity, and ‘un--

employment averaged 10.4 mil-
lion-in 1938 (among ‘those who
would normally 'be-a part of the

2 M. Friedman, “Why the Anrerican
E y “is Depression-Proof,” National-
whkonomisha Foreningens, 28 April 1954,
‘describes- some of ‘the automatic stabil-
izers referred to here.

offset the

the:

labor - force, unemployment wag
9.8 million).

In the various post-World War
II recessions, . we find similar ex-
periences. The rise in real wage
rates -outran .the average output
rise between 1948 and 1949 by
about 1%, and unemployment rose
by 1.3 million. From 1952 to 1954,
real wage rates rose about 1.5%
more, than .productivity, and un-
employment rose by 1.5 million.
Between 1956 and 1957, the rise in
real wage-rates was 0.5% greater
than the average output rise, and
unemployment rose by nearly 0.5
million. . On the other hand, real
wage rates rose less than output
per manhour from 1949 to 1950
and 1951. Unemployment declined
in-these years.

-1 should ‘warn you that average
output is not a proper measure of
the level of wage rates compatible
-with full.employment. We should
use marginal ‘productivity of the
total labor. force. If average out-
put were highly correlated with
marginal productivity, ‘we could
expect that changes in the average
would  be a guide to changes in
marginal output and, therefore, a
guide to changes in wage rates
consonant with the maintenance of
employment. This has been im-
plicitly assumed as true over short
periods in the preceding discussion.

Over long periods, we would
expect that increases in average
output per man caused by a rising
supply of capital would be less
than changes in marginal output.
We would, therefore, expect wage
rates to rise by a larger propor-
tion than average output over long
periods of an increased supply of
capital and capital saving techno-
logical change were the dominant

“forces at work. In fact, we do find

that real wage rates have risen by
120% between 1929 and 1956, while
average output rose py only 74%.
Yet 1956 was as good a year in
the employment sense as 1929.
-Charniges ih average output ‘over
long periods are a poor guide to
‘the proper-amount of change in
wdge rates, ‘but' may serve well
for determination of changes over
short periods.

-Why Real.Wage Rate Increases
Outrun Productivity

It would seem that a method of
stabilizing unemployment gt a low
level would be one which prevents
real ‘wage’ rates from ‘moving by
amounts which are too far out of
line with productivity changes. Let
us, then'look at the factors which
have "caused movements' in real
wage rates relative to productivity
which are incompatible with a low
level of unemployment. From this
we can draw inferences concern-
ing the means for maintaining
economic stability. :

From May, 1919 to Oct., 1920,
money wage rates.in manufactur-
ing rose, by 25%. The peak in
business -activity occurred nine
-months before the peak in wage
rates. The peak in product prices
preceded the labor price peak by
five months. This lag in the turn

v '"TABLE II
; Mqvement of- Productivity, Wage Rates, and Unemployment

. Average 2

J Real llo\xrl_v 1
Earnings
. {Manufac.)
(19147-18%)
$0.772
0.799
0.94
. 1.04
T 1313
1.376. L 4.8
1.376 £
1.425
1.47
158 +
1.70
174 +

Per Cent
Change

A+ 36%
LT0:7%
+ 36

75

2.3

© (Private
- Non-Farm

Produc-
“Livity ) ¢
‘. Relative ' Unempioy-
Per Cent ‘ment 3 .
Change (Millions )
0.4
11.8

Per Cent
Sector) Change
$1.51
<1.46
1.63
1.68

—2.9%

+2.8
2.06
214 440 —08
2.14 \
225 452 +1.6
2.36

+6.0

251
+1.8 .

—6.5%
—1.9

LN

9.
2
3.
3,
1.

U3~ CRCHR NS

: —1.5
2.62
2.67

3
3
2
2

—05

1 The Economic Almanace, 1958 (New York: Thomas Y. Crowell Co., 1958),

p. 253.

2 J. ‘W. -Kendrick, National Productivity and Its Long-Term Projection
(unpublished, May 1951) and Economic Report of the President (Washing-

ton: U. S. Government Printing Office, 1958).

compute the measures of productivity

Data from the latter used to
from 1949 through 1957.

3 Historical Statistics of the United States (Washington: U. S. GPO, 1949)
for data through 1938. Data for the postwar period are from Economic

‘Report of the President (op. cit.).

in money wage rates is a. typical
phenomenon. The National Bureau
of Economic Research found an’
average lag behind manufacturing
activity of nine months in the
United States and eleven months
in the United Kingdom in its study,
Behavior of Wage Rates During
Business Cycles. In the railroad
industry the lag averaged nineteen
months.

The period after a downturn in
business activity -before wage rates
turn is usually a period of less
rapidly rising, or declining, pro-
ductivity. . Real wage rates con-
tinue to rise, however, in such
periods. (This is the result of a
continuing ‘rise ‘in money wage
rates and a downturn in prices
preceding the downturn, if any, in
money wage rates.) The movement
of real wage rates acts in this pe-
riod, therefore, as a destabilizing
factor. The downturn would ‘be
damped if money wage rates were
to fall, or at least cease rising
sooner. A reduction in the time
lag would be an .important means
of maintaining economic stability.
We will return to this point.

Real wage rates rise relative to
productivity in the period preced-
ing downturns in business activity,
thus leading to the fall-off, as well

|as jn the period following the turn

in activity when the continuing
rise serves to further the descent
and worsen the slump. From the
third quarter of 1952 to the third
quarter of 1953, for example, real
wage rates rose by 5%, while pro-
ductivity rose less than 49%. In
1957, straight-time money wage
rates rose by 4.5% while the
wholesale price index for nonfood
items rose less than 1%, and pro-
ductivity rose less than 19%. The
greater severity of the current
contraction may be attributed to
the fact that greater increases in
productivity moderated. the effect
of real wage rate increases in the
periods preceding the previous
downturn. 'The 'severity -of the
1937-38 decline may also be at-
tributed in part to'the wage rate
increases’in the preceding period
Between October, 1936, and May,
1937, money wage rates in manu-
facturing were pushed from ‘62
cents to 70.1 cents per hour despite
the still sizable volume of unem-
ployment. 'This 13% rise in ‘wage
rates in the face of a slowing in
the growth of the money supply
shot ‘unemployment from a less
than 5 million level ‘before mid-
1937 to nearly 12 million by early
1938.

The rise in periods such as these
is frequently blamed on unions.
Whatever merit there ‘is to this
argument, the fact ‘remains that
employers are |less resistant in
their bargaining in the late stages
of a boom. Rates in nonunionized
industries and in nonunionized pe-
riods in history seem to behave
similarly. Anticipation of contin-
ued increases in productivity and
price which usually occur at un-
usually good rates in the interval
preceding a turn in activity lead
to over-bidding forlabor at a time
when few idle men are available
at current wage rates, and addi-
tional ‘men can be obtained only
by out-bidding other employers.

Less aggressiveness on the part
of unions, or less power in their
hands, might léssen the problem.
The pattern, however, seems to
stem largely from mistaken antici-
pation concerning the future worth
of labor and the worth of product
from present labor which will
reach the market in the future.

Means for Maintaining Economic
Stability

Part of the reason for the rise
in real wage rates relative to pro-
ductivity in periods such as 1920,
1930-33, 1937, and 1949 lies in the
fall of product prices. We should,
therefore, direct our attention first
to the problem of preventing this
decline.

Changes 'in the rate of growth
of the money supply are primarily
responsible for the fall of prices
and, secondarily, for the rise in

real wage rates stemming from
this type of occurrence together
with continued increases in money
wage rates while activity is de-
clining. Any decrease in the rate
of growth of the money supply
sets the 'stage for a decline, The
lags in our economy are such that
the adjustments made to a grow-
ing money supply are not com-
patible ‘with full employment in
the following periods if the money
supply does not continue to grow
as rapidly.

‘This suggests that monetary au-
thorities must use caution in al-
lowing high rates of growth at any
time if they will have to slow the
growth later in order to prevent
inflation. It is wiser to attempt
the use of more moderate means
to remedy recessions of the 1953
variety, for-example, than the cuts
in reserve requirements of the
amount made in June, 1954.

Rather than attempting to meet
various exigencies as they arise
by discretionary monetary action,
monetary auth6rities would be
better-advised to maintain a stable
rate of growth in the quantity-of
money at, let us say, 2% per year,
or, perhaps, 3%. In any event,
there should be no shifting in
monetary policy from time to time
in order to accelerate or slow the
rate of growth,

Although greater consistency in
monetary policy would do the ma-

_jor part of the job required to sta-

bilize unemployment at low levels,
we must face the fact that there
may be monetary instability at
various times as long as politics
and human beings influence the
devising and execution of mone-
tary policy. In order to minimize

‘the harm that may be done by un-

wise policy, the adaplive mecha-
nism of our economy must be made
more responsive. /

The second factor to he consid-
ered in devising means for stabil-
izing :the ‘economy is the lag in
turnarounds of wage movements
behind turnarounds in business
activity and employment. We can-
not attribute the lag'simply to the
presence of labor unions. Wage
rates lagged when the union move-
ment was unimportant in the
United -States, as well as in the
Jperiod since it has become a much
stronger force in the economy. It
is 'significant, however, that wage
rates begin moving -upward much
sooner in periods of expansion than
they -formerly did when unioniza-
tion was less widespread. This
tends to slow the recovery process.
Furthermore, the lag ‘has ‘been
much longer in the railroad indus-
try which was highly unionized
long before unions grew strong in
most other industries.

Checking Upward Wage Rate
Movement

The paramount problem here
seems to be one of restraining the
continuance of an upward wage
rate movement after employment
has turned down. I might suggest
two devices that would provide a
solution. One is that employers
should insist on escape -clauses in
long-term agreements which pro-
vide for future wage rateincreases.
If production in-the two months
prior to a time when a wage in-
crease is due is down 10% below
the level of the similar period in
the preceding year, then an escape
clause should provide that cost-of-
living or improvement factor in-
creases would not go into effect.
Just last month, industries whose
production is down 20 to 40% were
putting higher wage rates into ef-
fect. The steel industry, for ex-
ample, was required by its con-
tracts to institute 9-cent-an-hour
improvement increases plus 4-
cent-an-hour cost-of-living in-
creases, plus fringe benefits which
increased wage costs by a total of
20 cents an hour. Yet, polls of
workers in the Flint, Mich., area
indicate that production workers
there’ would prefer jobs, or the
greater assurance that jobs would
continue, to any increase in wage
rates at this time,

(821) 21

A second device would be to
bring labor monopoly within the
range of the Sherman Act, limit
the size of collective bargaining
units, and make collusion among
them unlawful. The case for such
action has been explored and ithe
legislative changes required ‘de-
lineated by Professor H. Gregg
Lewis in “The Labor-Monopoly
Problem: ‘A ‘Positive Program.”
(Journal of Political Economy,
August, 1951, Vol. LIX, No. 4.)

Both of these devices still leave
untouched .the reluctance -of ‘em-
ployers to cut wage rates after a
downturn, or their willingness 'to
grant increases .at times ‘of Jow
employment and ‘sales. ‘Here ‘we
need ‘more information. Econo-
mists have engaged in speculation
on this.point.:Rather than suggest
measures based on such specula~

‘tion, however, it ‘would ‘be ‘wiser

to find out more about the reasons
for the occurrence:of the phenom-~
enon. Whether -it. is ‘social ‘pres~
sure, fear of effects on morale and
productivity, inability to diaghose
the current situation, or the hu-
man failing expressed ‘in ‘the
phrase that “generals always pre=
pare to fight the last war,” we dao
not know.

Perhaps business men should ‘be
taught to pay- attention ‘to quit
rates and qualified applicant rates
before determining whether or:not
to raise a wage rate. Voluntiry
quit. rates have always sunk to
very low levels months ‘before the
community became aware that a
recession was under way." Simply
because a wage increase war re-
quired last year, -and ‘each ‘year
before, to ‘hold employees is ‘hot
an indication that another is cur-
rently required. r

Perhaps the community and em-
ployees ‘must be taught that ‘an
employer who cuts ‘wage rates, or
fails to give a wage 'increase in
times of declining business, is‘per-
‘forming a-social service anzl main-
taining employment ‘by ' doing “so.
It may be that'recurrent wage in-
creases are granted ‘as a ‘meahs -of
simplifying the ‘decision= making
life and providing administrative
ease. Other rules of ‘thumb For
granting wage increases may ‘hetve
to be devised to conserve decision~
making capacity and avoill admiin-
istrative unease, and at'‘the ‘mme
time function ‘to -produce ‘the
adaptations required ‘for a stdble
economy.
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Pitishurgh Bond Club
4 K | (i L

Annual Fall Ouling

PITTSBURGH, Pa—The Bend
Club of Pittsburgh will ‘hold 4its
Annual Fall -‘Outifig Friday, ‘Sept.
26, 1958, at the Allegheny ‘Coun-
try Club in Sewickley, Pa.

Guests, of course, are welecome
and they should contact G. Harton
Singer, III, Chairman Publicity &
Reservations Committee, at
Singer, Deane & Scribner, 1845
Union Trust Building, Pittsburgh
19, Pa.

Goldman, Sachs Branch

MIAMI, Fla.—Goldman, Sachs &
Co. has openeq -a ‘branch office in
the Ainsley ‘Building, under ‘the
management of Hagood Clarke, Jr.

Skaife Adds to Staff
(Special to THE FINANCIAL CHRONICLE)
BERKELEY, Calif.—Alexander
L. Pappas has been added to the
staff of Skaife & Company, 3099
Telegraph Avenue.

Joins Taylor & Co.
(Special to THe FINANCIAL CHRONICLE)
BEVERLY HILLS, Cal.—Harry"
A. Cottingham has become associ-
ated with Taylor and Company,
439 North Bedford Drive. Mr. Cot-
tingham was formerly with Demp~
sey-Tegeler & Co. and ‘Blyth &
Co., Inc.
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Continued from page 6 ks

The Problem of Inflation

right, prices would obviously have
risen even faster. Sooner or later
the price rise had to be stopped
or slowed down. It should be ob-
served that if it had been stopped
by fiscal measures (tfax increases
or lower Government expendi-
{ures) as some experts had recom-
mended, the reaction would have
been the same. In that respect
monetary and fiscal policies are
not different in their operation.
1f demand is controlled either by
monetary of fiscal measures and
wages continue to be pushed up,
ihe consequence must be unem-
ployment.”

When I say that there seemed
10 be general agreement over the
proposition that inflation is a
situation which must be avoided,
I do not mean to be understood
as saying that there was total
agreement on the degree to which
it should be avoided. For ex-
ample, the testimony of Profes-

.sors Harris and Slichter quite

clearly indicated only slight con~
cern over intlation so long as. the
rate was slow. In addition, ques-
{ioning by some of the members
of the Committee suggested a
similar attitude.

‘Unprecedented Conditions

To return now to the considera-
tion of the general nature of in-
{lation as it was developed during
the hearings, I must say that one
of the most significant” contlu-~
sions I drew from the testimony
is that inflation today as a prob-
1ém is ‘a great” and increasing
threat to our economy, with scv-
cral new aspects.

I do not mean that the present
inflation itself is of some hitherto
unknown variety but, rather, that
the conditions under which: we
emust combat inflation today are
very different than anything we
have faced before in this country.

The conclusion that our present
inflation is dangerous was rein-
forced, in my opinion, by the

{estimony of Bernard Baruch. In-

the midst of a business downturn,
when he could easily have been
cxpected to direct his attention
r‘towards other matters, Mr. Baruch
made the flat statement: “Infla-
iion, Gentlemen, is the most im-~
portant economic fact of our
tiine—the single greatest peril to
our economic development.,” 1
{hink it is important that we look
behind this statement to see why
inflation remains our number one
oroblem.

If there is one thing which
stonds out above all else with
respeet to our recent history, it
is the persistency of inflation and
inflationary pressures. This de-
velopment must reflect the fact
ithat we are now facing new eco-
niomic problems, for, contrary to
some opinions, this country has
not had a continuing and per-
sistent inflationary condition un-
1il recently. I was happy to sece
1his point developed by Chairman
Martin during his questioning by
Senator Kerr. Mr, Martin placed
!n_ the record information on
prices which reveal that over the
period from 1800 to 1930, the
irend of prices was generally
downward. In other words, dur-
ing the major portion of the life
of this nation we have had stable
or declining prices. I refer my
colleagues to p. 1938 of Part 6 of
ihe Hearings.

Although we did not have a
persistent inflationary problem
during the most of our history, I
do not mean to imply that we had
no problems at all. The basic dif-
ficulty was that the price level
changed too suddenly and swiftly
~—first in one direction and then
in another. The erratic movement
of prices was terribly serious. On
so0me occasions price increases
and consequent declines were so
sharp as to stimulate the wildest

and most reckless kind of eco-
nomic activity, when this hap-
pened long periods of depression
and economic distress always fol-
lowed and we had “panics” of
which the years '73 and ’93 are
tragic examples, :

Offers Challenge on Price
Stability

It is noteworthy that during
those periods prior to 1930 when
we had price stability—and there
were a number of such periods—
as well as during some of the
periods in which the price level
drifted downwards — this Nation
enjoyed a remarkable rate of eco-
nomic growth, Today we hear a
lot of loose talk about the neces-
sary relationship between infla-
tion and growth; as if we needed
the first in order to have the sec-
ond. I challenge any one to find
any period in the history of this
country when we had price sta-
bility which was not accompanied
by substaniial economic growth,

If it is true—as I believe it to
be—that we’are today facing the
old problem of inflation in a new
and more dangerous setting, let us
see what this setting consists of,

Singles Out Labor

In the first place there is the
role of organized labor, a factor
not present to any important de-
gree before the 1930’s and which
has only become really significant
since World War II. Because of
the growth in size and power of
labor uhions we are now faced
with continuous upward pressure
on wage costs and thus prices,
regardless of productivity in-
creases, This development was
cited by most of the Committee’s
witnhesses. For example, Dean
Abbott noted that wage increases
in excess of productivity “push up
prices when, as is the casé in this
country, there is a flexible money
supply.” Professor Slichter also
took note of this situation, as did
former Chairman of the Board of
Governors of the Federal Reserve
Maryiner Eccles, who said, “. . .
the maip cause of rising prices
has been the use which labor un-
ion monopolies are making of
their power to force up wages
and numerous costly fringe ben-
efits far in excess of increased
productivity.”

There are several other aspects
of this problem which I believe,
warrant notice. For example, it is
important to note that if organ-
ized labor were required to de-
pend only on its bargaining power
to force wage increases in excess
of productivity the program would
eventually fail. That is to say,
costs and prices can be pushed
up only so far before the public
would become’ unable to purchase
all of the output and there would
be resulting unemployment. Rec-
ognizing this, much of organized
labor has placed itself squarely
in, the camp of the new inflation-
ists, supporting monetary pro-
grams which will validate higher
wages, Thus we have a two-
pronged attack on price stability
on the part of organized labor;
and I think that we have perhaps
paid less attention to labor’s de-
votion to inflation than we should
have done,

I do not want to leave this topic
by giving the impression that all
the blame for the wage-price
spiral must rest with organized
labor. _ Industry pricing policies
and attitudes must also carry their
part of the responsibility. As Mr.
Eccles pointed out: “Business gen-
erally.has been willing to grant
excessive demands of labor rather
than face a strike, so long as it
was able to pass on to the public
the increased costs.”

Also, we must recognize that
some business firms, because of
their dominant positions, have the
:power. to set prices which, within
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limits, are not immediately sub-
ject to traditional competitive
forces, !

It goes without saying that the
entire question of the relationship
between wages and prices de-
serves more attention than I can
give it today. I am here con-
cerned only with the development
of relatively new factors which
have made inflation a major
problem and one such factor is
the rise in the economic power of
organized labor, unchecked by the
traditional rules applied to busi-
ness. This is a most significant
new development,

_ Blames Government

Second among the factors con-
tributing to our new inflationary
problem is the changed role of
Government, In many quarters
the Employment Act of 1946 is
interpreted as a virtual commit-
ment on the part of the Federal
Government to undertake expan-
sionary programs at the first sign
of a downturn, The act quite nat-
urally reflected the fears of
many people that the long depres-
sion of the 1930°'s would be re-
sumed in the post-war periqd.
Unfortunately the goal of price
stability was not included in the
objectives of the Act, and because
this was not done, the Act seems
to have had the effect of requir-
ing the Government to act more
vigorously when prices need to be
raised, and less vigorously, if at
all, when prices need to be low-
ered. As Dean Abbott put it: “It
secems clear that both these ob-
jectives (maximum employment
and price stability) will not be
achieved so long as one has the
blessing of the Federal Govern-
ment and the other does not.”

Another facet of the changed
role of Government is the large
place which Government expendi-
tures occupy in the stream of our
total national expenditure. Be-
cause so much Government spend-
ing is of a nature which cannot
easily be changed, a business
downturn always results in dis-
proportionately lower  tax re-
ceipts, and automatically produces
a substantial Government deficit.
On the other hand, during periods
of prosperity in which inflation-
ary pressures may be strong, it
is difficult for the Government to
have much of a surplus since
there are always strong pressures
for still larger Government ex-
penditures or tax reductions,

Public's Acceptance

The third factor in our new in-
flationary * problem is in many
ways the most important, for it
relates to the public attitudes
which, in a democracy, ultimately
determine our course of action. To
put it plainly, inflation seems to
be becoming acceptable. We had
several illustrations of this atti-
ture during the hearings held by
the Committee on Finance. For
example, Professor Slichter ar-
gued that inflation—as long as it
proceeded at a slow rate—was not
a particularly worrisome prob-
lem. As he put it: “I do not think
it is very dangerous. I think we
are likely to have it and I think
it is an important problem, but I
would not use that expression
‘very dangerous.’ I would describe
it as unfortunate.” Professor Har-
ris went  even further when he
appeared before the Committee,
indicating that he would be more
or less content with a slow infla-
tion so long as there was a larger
proportional increase in output,
His words were: “I would be very
happy with a 1% rise of prices
and a 5% rise in output ., .” On
another occasion he made it clear
that he was unconcerned over the
loss which will be suffered by
savers in inflation when he said:
“I wouldn’t be unhappy about a
1% inflation, even if it does, say
over 40 years, wipe out 50% of
your savings, as it would.”

I might remark that although
such -a development might not
make ,Professor Harris unhappy,
the same cannot be said for those

millions who depend on fixed in~
comes, many of them already at
minimum levels. I am reminded
of a remark made recently by
Malcolm Bryan, President of the
Federal Reserve Bank of Atlanta:

“If a policy of active or per-
missive inflation is to be a fact,
then we can secure the shreds of
our self-respect only by announc-
ing the policy. This is the least of
the canons of decency that should
prevail. We should have the de-
cency to say to the money saver,
‘Hold still, Little Fish! All we
intend to do is gut you'!”

The importance of this chang-
ing attitude towards inflation was
reflected in many ways during
the course of the hearings. I am
sure that I do injustice to no one
when I say that the Federal Re-
serve was quite severely criticized
by some of the Senators during
the questioning in the summer of
1957. Many of these criticisms
reflected legitimate differences of
opinion, but it was nevertheless
quite apparent that in the eyes of
some members of the committee
the major fault of the Federal
Reserve was that it was even at-
tempting to fight the inflationary
price rise which was then occur-
ring, using the only means at its
disposal. It is significant, also,
that during the most recent Com-
mittee sessions the only criticism
which we heard from these same
people with respect to the present
policy of monetlary ease now be-
ing followed by the Federal Re-
serve is that it had not gone far
or fast enough, Thus, we had the
ironic situation of hearings held
to determine what could be done
to stop inflation, devoting a large
part of the time to criticism of;;a
responsible agency which was at-
tempting to do just that.

Compaltibility of Price Stability
and Maximum Employment

The increasing acceptability of
inflation — or the opposition to
any anti-inflationary program —
was also illustrated by the fre-
quent discussion during the hear-
ings of the question of the com-
patibility of a policy of price
stability and a poliey of maximum
employment. For my own part,

I am of the firm opinion that the.

two goals are not only compatible
but go hand-in-hand; that we
cannot have one without the
other. I would agree, for example,
with former Chairman Eccles who
said: “I think they are equally

“important . . ; I would undertake

to maintain a stable economy
rather than having run-a-way in-
flation which will wreck employ-
ment and production . . . you have
got to use such tools as you have
through monetary and fiscal. pol-
icy to prevent inflation . , . in the
long run (this) will create more
production and employment than
if you do not do it.” I believe
that this viewpoint is shared by
most of the witnesses and most.
of the persons submitting answers
to the written questions prepared
by the Committee. Nevertheless,
it was quite evident that there
were some members of the Com-~
mittee—and perhaps one or two
witnesses—who assign. a second-
ary role to the goal of price sta-
bility and who believe that any
attempt to achieve price stability
will result in frequent or contin-
uous unemployment, I merely
observe that if you believe that
price stability can only be achieved
at the cost of unemployment and
also believe that maximum em-
ployment should be the only goal
towards which we should be
striving, it must follow: that you
also are willing to accept infla-
tion as a permanent fact of our
economic life, :
As I come near the end of this
opening ‘statement, I realize that
I have not given a complete list of
all the factors that have appeared
in recent years to give the old
problem of inflation a new face.
One which was raised by some
witnesses — ‘and partially devel-

oped in limited question referred

.erning committee, 1934-38.

to the role of the modern finan-
cial intermediaries outside the
banking system—savings and loan
associations—insurance companies
and finance companies. Dr. Ab-
bott described these generally as
“important financing institutions
often governmentally sponsored, |
not subject to the credit policies |
or influence of the Reserve Sys-
tem.” Dr. Abbott also called our

attention to the problem created
by the fact that a large segment
of the huge Federal debt has
in the banking

found lodgment
system.

In other statements like this, I
plan to discuss the role of the
Federal Reserve in' dealing with
inflation through its responsibility
for monetary policy, the effects
on inflation of the policies of or-
ganized labor, and the impact of
the present recession on the con-
tinuing inflation. :

As I conclude this, the first
statement, I want to say again,
that the one thing that concerns
me above all others is the ap-
parent belief on the part of so
many Americans that “easy
money” which encourages “easy
debt” is a sound and constructive
policy. . Those who are attracted
by this idea denounce any at-
tempt to control inflation by
restraining the too rapid growth
of the money supply, particularly
if it coincides with the heady ex-
uberance of an inflationary boom.
The resulting recession is then
blamed on the restraint, which
actually had dulled its potential
damage, rather than on the boom,
which had made recession inevi-
table.

The ‘sad fact is that inflation is
no eéconomic fairy godmother.
There is no magic in money to
produce something for nothing,
and when government creates
money faster than its citizens
create value, it does not create
wealth, it only creates inflation,
which is the illusion of wealth.
While inflation may seem at first
to provide some people some-
thing for nothing, it is only trans-
ferring value from one group to
another, and if continued, even-
tually ‘robs everyone — even the
“smart” boys. :

When the American people can
courageously face up to the fact
that there is no such thing as
something for nothing; that there
is no real security without risk;
that money cannot be manipu-
lated to produce . wealth; that
there is no substitute for human
endeavor and individual wisdom
and responsibility; then, and only
then, can we bring America back
to economie reality, which in turn
will put our feet on the path to
sound growth and true prosperity.

With L. A. Huey Co.

(Special to THr FINANCIAL CHRONICLE)
DENVER, Colo. — Harold F.
Beaton is now with L. A. Huey
Co., U. S. National Bank Building.

Laurence Mandeville Marks

Laurence Mandeville Marks,
senior partner and founder in
1932 of the stock brokerage and
investment banking firm of Lau-
rence M. Marks &- Co., passed
away Aug. 25 at St. Luke’s Hos-

pital after an illness of several

months. He was 66. ‘

After his graduation from Yale
University, Mr. Marks was with
the investment banking firm of
Lee, Higginson & Co. until he
formed his own firm,

Mr. Marks was a member of the
New York Stock Exchange and a
member of the exchange’s gov-
He
was president of the. Investment

Banker’s Association of America,

1950-51, President of the Bank
Club of New York, 1932-33, a for-

mer governor of the National
‘Association of Security Dealers

and from 1945-49 a governor,of
the As$ociation ‘of Stock Exchange

‘firms. -
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" The Promise of the Future

initial owners- during the period
of their useful life.

Under the forced draft of these
model changes, competition has
been stimulated and technological
progress speeded up. Efficiency
has been increased, and the level
of buying power raised. The in-
dustry has grown; employment
has mounted.

Finally, the annual model
change has made available a sui-
ficient number of used cars, rep-
resenting substantial values, to
bring individual transportation
within the reach of everyone.

Had it not been for the annual
model change our whole way of
life- would be different today.
Qur cities would not have spread
out to far-flung suburbs. New in-
dustries and businesses would not
have sprung up to provide new
jobs for hundreds of thousands of
men and women, Our farms
would remain isolated. Our stand-
ard of living undoubtedly would
be substantially lower.

Our annual model change has
made it possible for the industry
and General Motlors to serve the
customer well and to grow, but
there are additional factors, too,
that have aided the progress of
General Motors. They have en-
‘abled General Motors to prosper
even while other famous names
-in’ the automobile industry were
falling by the wayside.

.Vision and Organization

" Our founders had the vision to
comprehend the vast potentialities
of the automobile business at a
time when many persons were
thinking only in terms of a lux-
ury product for a limited market.
The progress of General Motors
can be directly attributed to the
realization of its founders that
their product would come to be
desired . by millions - of people.
“This thought underlay their
planning for the future.

‘But vision was not enough.
Capital was required, and it was
in.this area that a great contribu-
tion to the growth and develop-
ment of General Motors was made
by.--local citizens of Flint. They
had the faith to furnish the capi-
tal.that enabled the founders to
bring their vision to reality.

An_important factor in our
growth was the development of a
type of organizational structure
which provides for centralized
policy-making and decentralized
administration. 2

Centralization, properly estab-
lished, makes possible directional
control, coordination, specializa-
tion and resulting economies. De-
centralization, properly estab-
Jlished, develops initiative and
responsibility and makes possible
a proper distribution of decisions
at all levels of management. It
results in flexibility and that co-
operative “effort so necessary to
Jarge-scale enterprise,

““Under the General Motors man-
agement concept there is a
continuous flow of ideas and
information upward and down=-
ward through the manage-
ment organization. This results in
mutual education and understand-
ing and in maximum initiative at
every managerial level. I believe,
too, that it has encouraged a
special attitude of mind in Gen-
eral- Motors which we call the
attitude of the inquiring mind.

The inquiring mind is never
satisfied with things as they are.
It is always seeking.ways to make
things better and do things better.
It assumes that everything and
anything can be improved.

In General Motors —whatever
the problem—we try to-get-the
facts, analyze them and follow. the
direction indicated, even, if

plored territory.
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leads into .unfamiliar 2nd unex-.

The attitude of the inquiring
mind is by no means unique to
General Motors. However, we
pride  ourselves on having de-
veloped it to an unusual degree.
We believe that it has contributed
substantially to our progress.

On an occasion such as this,
while it is useful to analyze the
past, it is of even greater impor-
tance to try to look into the
future. What does the future hold
for General Motors, for the City
of Flint, for our industry and for
our great country?

Let us consider the near-term
first.

Detects Upturn Trend

There are indications that the
country has passed the bottom of
the recession and that an upward
trend has already begun in a
modest way.

Industrial production has re-
covered from the low reached in
April. Manufacturing employment
in June and July rose slightly for
the first time in 18 months, and
the average factory workweek
showed a substantial increase.
Total employment is more than
65 million, while the unemploy-
ment picture has improved.

The annual rate of new housing
starts rose in July to the highest
level since February, 1956. Retail
sales remain above the low point
reached in February and March.
Total expenditures by Federal,
state and local governments, now
the highest in history, are still
increasing. Many new defense
contracts have been let, and their
effect has yet to be felf.

Personal income has been rising
since February and reached an
all-time high in - July.. Finally,
gross national product, after de-
clining for two successive quar-
ters, rose slightly in the second
quarter to $428 billion dollars on a
seasonally adjusted annual rate
hasis.

All of these factors, as well as
other indices, are evidence of an
improvement in consumer and
business confidence, This should
have an effect on the automobile
industry, which has been one of
the hardest hit of any in this
recession,

Predicts Bigger Auto Year in 1959

I anticipate a marked increase
in the level of automobhile pro-
duction with the start of the 1959
model year. And because so many
other industries are dependent on
our industry, the result should be
a chain reaction throughout the
whole economy. Employment will
increase and unemployment will
decrease. As a matter of fact, our
plans in General Motors provide
for recalling one hundred thou-
sand hourly rate employees to
their jobs by mid-October, and by
Nov. 1 hourly rate employment in
the United States will reach
325,000,

I expect a further increase in
{the gross national product in the
fourth quarter and that this im-
provement will gather momentum
throughout 1959. If this appraisal
of the near-term picture is’cor-
rect, it is not unreasonable to
expect that the automobile indus-
try will produce and sell in the
area of 514 million passenger cars
in the domestic market dur-
ing 1959. This compares with an
estimated. 4,300,000 for 1953.

As for the longer term, I have
great confidence in the future of
our country, as well ag in the
future of the gutomobile industry.

It is estimated that our nation’s
population will exceed 190,000,000
by. 1965, which compares with
174,000,000 currently. Number of
households is expected to increase
from 50,000,000 to 56,000,000.
These increases will not .only tax
the.productive capacity developed
by industry in the postwar period

’ !)ut will require additional capac-
ity. Beyond this, rapidly growing

research expenditures by private

business, by.the universities and. -

by other scientific institutions will
require additional facilities for
many new products. Technology
will continue to advance,

Many new jobs should material=~
ize—both in existing industries
and in new industries. It is esti-
mated that the civilian labor force
will reach a total of about 76,000,~
000 persons by 1965 and that 73,-
000,000 will be gainfully em-
ployed.

Under conditions of full em-
ployment it is reasonable to as-
sume that gross.national product
will rise from $428,000,000,000 cur-
rently to $600,000,000,000 by 1965.
That should result in a total dis-
posable personal income of
$420,000,000,000. :

Of great significance will be the
increased income of many house-
holds. Whereas total consumer
income will have risen one-third
by 1965, households with incomes
of $7,500 and up are expected to
increase by two-thirds.

These are significant figures
from the standpoint of the auto-
mobile industry. As a number of
households and household in-
comes rise, the market for new
cars expands. Also significant is
the continuing trend of popula-
tion away from the cities and
into the suburbs. We may expect
many new customers among the
13 million households which do
not now own cars. And we may
also expect a substantial increase
in multicar households from 732
million currently to more than 11
million by 1965. it

Predicts 8 Million Cars in 1965
By 1965 it is reasonable to as-
sume that the demand for new
passenger cars will be in the
area of 8 million units annually.
One word of caution. The ad-
vance that I foresee is not auto-
matic. There is no such. thing as
guaranteed'annual progress.

To achieve these gains by 1965
will require a cooperative effort,
with all elements of our society
working for the common good.
The free enterprise system must
he kept strong and virile. There
must be incentives to attract in-
vestment capital and stimulate a
continuation of the steady for-
ward march. of technology. Man-
agement must be alert to its re-
sponsibilities, and all who work
must recognize that the only way
to have more is to produce more.

It is my hope and belief that all
of these things will come to pass
within these next few years.
Looking to the more distant fu-
ture, as I stand in a figurative
sense beside our milestone of 50
vears of General Motors progress.
I see ahead a second half century
of further progress—for General
Motors, for all of us in Flint and
for the nation as a whole.

As to the specifics of that prog~
ress, I' will not attempt to enu-
merate them. I am too mindful
of the experts who in 1903 were
convinced that production in the
automobile industry could never
exceed 20,000 cars a year because
the market would not absorb
more than that number.

I do know that while the old
{frontiers of geography have dis-
appeared, their place has been
taken by frontiers of science and
industry whose horizons are lim=-
itless, I do know that opportu-
nities for progress have never
been greater than they are today
and that bold planning can pro-
vide the impetus that will keep
our economy on the march toward
these new horizons.

I do know that, given a world
at peace, sound national policies
and a people willing to work for
the things they want, we can
look forward to an ever more
dynamic and prospering national
economy,

That is the goal to which we in
General. Motors are dedicated as
our second half century begins.
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By JOHN

Securities Salesman’s Corner

DUTTON

Don’t Be Afraid to Venture Into New Fields

Ong of the reasons some men
stay in a rut is that they become
comfortable there, In the invest-
mgn’c business this is often a costly
1hn}g: to do. Holding on to se-
curities of companies that have
]ong ago lost their “go” and their
“drive” is an expensive pastime,
yet many investors do this just
because no one comes to see them
and suggests a better move. Many
a salesman stays with a firm that
is going no where; he slowly
dehydrates and fossilizes along
with his associates. It is easy to
rationalize an atmosphere of ste-
rlpty and call it stability. Life
without growth and progress be-
comes a state of barren entomb-
ment whercin no salesman can
create and develop ideas that will
enrich either his own life or that
of others.

Several years ago I was called
upon to give advice to a good
friend who had been with a small
and progressive investment firm
for about a year. He very much
wished to develop a specialized
business in  Mutual Funds. He
believed in theidea that many
people had a need for the services
performed by the Funds and he
desired to become an, expgrt,in
selling them. .But he was handi-
capped in his association with his
present firm because they did not
place very much emphasis upon
the sale of Mutual Funds since
their interests were primarily in
handling local issues, underwrit-
ings, and participating in new
issues of young, growing compa-
nies. Although my friend was not
aiscouraged in his desire to con-
centrate on the Funds, he was
nevertheless under constant pres-
sure to develop business in the
areas where his firm had its main
interests (which was only proper).

There was also another basis
for disagreement inasmuch as this
man had many years of business
experience behind him before he
took up a position of an invest-
ment securities salesman. He had
invested his own funds carefully
and well. He had lived through
1929 and he knew something
about taxes, the problems of small
business, the long, hard road be-
tween a small struggling promo-
tion and a mature successful en-
terprise, and he did not have
much confidence in some of the
securities that he was at times
asked to offer.

Although he was financially
successful he began to worry. He
did not fit in with his surrcund-
ings and to make maliters worse
he had nowhere to go. In his
community there were no oppor-
tunities for connecting with a
sound, small firm that would let
him specialize in the sale of Mu-
tual Funds. He did not wish to
become a customer’s representa-
tive for a New York Stock Ex-
change firm and so he went to
his desk every day wondering
where he could make another
connection.

Why Not Try It?

So we sat down one evening in
his home, this man of 60 who was
too young mentally to quit, too
strong to do something that he
did not find compatible with his
ideas of how he should fit into
the investment business, and too
young to get into a “rut” and just
go through the motions every day
which he could well afford to do.
We explored the possibilities,
There was no way in which he
could develop his ideas in his
present connection, That was cer-
tain. There- were no other firms
that offered such an opportunity.

I looked at him for a moment
and I suggested, “Why don’t you

open your own business?” He
replied, “Do you think I could?”
1 told him that I had not the
slightest doubt that he could do it
and before I left him that evening
he had made up his mind. He
opened- an office in a prosperous
suburb where there were many
retired people. He took an up-
stairs office in a bank building
where he made friends with sev-
eral of the officers and who now
send him considerable business.
He has been running his own
small business for three years and
each year he is busier and more
active. He has only a few sales-
men, a small office force, and he
does most of the firm’s business
over his own desk. He is selling
Mutual Funds, a few very high-
grade common stocks, and invest-
ing his own money. He is happy
doing what he believes is the way
he should live his life and, what
is' even more important, he did
not allow himseli to get into a
rut—even at the age of 60.

I like the story about Jim Farley
and his first try for political of-
fice in the staunchly Republican
little town of Stony Point, New
York.. He only got on the ballot
because it was almost impossible
to find enough Democrats te, fill
out the ticket.- No-one thought he
had a chance. He had a daily job
as a bookkeeper and, at night and
on weekends, he went from house
1o house ringing dcorbells. As he
said it, politicg like selling, is a
field where idlers don’t last long.
Things don’t just happen, you
have to make them happen and
this means work.

There was no qguestion of sitting
around and thinking *“I haven’t a
chance.” Night after night after
work he plugged away and, con-
trary to everyone’s ‘expectations,
he was elected Town Clerk by the
small majority of 20-odd votes.
So ' started the career of James
Farley that led him to the very
top in the political life of this.
country, As he said, “I had to
give myself the benefit of the
doubt, and keep on working.”

You never know what is around
the corner and what unexpected
forces are working in your direc-
tion—put the man who stays in a
rut, who never tries to better
himself, and to grow, never knows
the thrill that comes with a hard-
won victory over his greatest ad-
versary—his own doubts.

Inman With Walston

(Special to TER FINANCIAL CHRONICLE)
FRESNO, Calif.—Kenneth G.
Inman has become associated with
Walston & Co., Inc., 1115 Van
Nuess Avenue. In the past he was
Fresno Manager for Francis I.
du Pont & Co.

With Alm, Kane, Rogers

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Frank O. Wid-
bin is now with Alm, Kane, Rog-
ers & Co., 39 South La Salle St.

Julien Collins & Co. Adds

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, IlIl.—Wilfred A. De
Cook has bheen added to the staff
of Julien Collins & Company, 105
South La Salle Street, mémbers
of the Midwest Stock Exchange.

With Paine, Webber

{Special to THE FINANCIAL CHRONICLE)
Leroy B. Murdock has become
associated with Paine, Webber,
Jackson & Curtis, 209 South La
Salle Street. He was formerly
with Walston & Co., Inc. and Rod-
man & Renhaw.




24 (824)

Continued frqm page 5

Making the Nation's Budget
And Budget Outlook for 1960

advised by the Cabinet, and Con-
gress determine the great ques-
tions of policy. As for us, we are
men down in the stokehole of the
ship- of state, and we are con-
cerned simply with ¢the economical
handling of fuel. The President
and Congress determine whici
way the ship sails, for that is a
matter of policy, but we in the
hold of the ship have something
to. do- with how far she can sail
through the way in which, in our
humbler place, we apply common
sense business- principles.

“Much as we love the President,
if- Congress, in its omnipotence
over appropriations and in ac-
cordance with its authority over
policy, passed 4 law that garbage
should be put on the White House
steps, it would be our regrettable
duty, as a bureau, in an impartial,
nonpolitical and nonpartisan way
to, advise the Executive and Con-
gress as to how the largest amount
of garbage could be spread in the
most expeditious and economical
manner.”

But things were destined to
happen to these relationships that
General Dawes could not foresee.
As the years went by, more and
more people turned to Washington
as the source of leadership, money,
and political responsibility. Gov-
ernment was to become big and
complex and powertful, and its ex-
penditures were to assume much
greater importance to the econo-
my. By 1939 the workload of the
Presidency and our governmental
machinery had become so altered
that new methods of management
were: needed desperately. Out. of
this situation came the Reorgani-
zation Act of 1939, which took the
Bureau- of the Budget out of the
Treasury: Department and made it
the- principal staff arm of the
President for public management,
a pesition it still occupies after al-
most 20 years,

Basically, this system provides
for a: direct working relationship
between the Bureau and ' the
President. All budgetary decisions
are . made by’ the President with
the advice of the Director of the
Bureau of the Budget. The legis-
lative- program of the executive
branch is reviewed by the Bureau
of the- Budget to determine its re=
lationship- to- the policies of the
President. Projects for govern-
‘mental reorganization are initiated
in the Bureau of the Budget for
the-consideration of the President.
The statistical collection programs
of the government are coordi-
nated by the Bureau of the Budget.
The government-wide program.of
aceounting and financial manage-
ment. improvement is directed by
the. Bureau. And, as some of you
may. have heard, the Bureau has
something to do with coordinating
the overall administration of the
hospital programs of the Federal
Government.

The Budget Bureau as a Target
In; every organization, in or out
of, government, the business man-
ager, the controller, or the budget
officer — whatever the keeper of

the. purse is called—is going to-

take last place in a popularity
contest. This is certainly true
wherev we- are- concerned.

. When the budget shows a defi-
cit, the public protests.

! . When: the budget shows a sur-

plus, we are denounced because
it isn’t larger.

' When the Bureau denies some
favorite local project, or holds
back money for savings, members

of Congress criticize it for being

too powerful; and: introduce- bills
to restrict' its authority.

When the country clamors. for
economy, members of  Congress

point to the Bureau and complain
that it isn’t cutting expenses to the
bone.

When the Bureau cuts the re-
quests of the government agencies,
the agency heads are not pleased.

When the agency heads take ac-
tions of their own to tighten up
on spending, they sometimes find
it convenient to let the Bureau of
the Budget take the responsibility.

Finally, almost every crusading
pressure group thinks its troubles
would disappear if only the
Budget Bureau would disappear,
t00. And there might be a point
there—until you stop and think
zbout it.

It is true that the Bureau of the
Budget works for economy, wher-
ever and when ever it finds the
opportunity.

It is true that the Bureau does
not recommend that the President
approve every spending proposal
that is brought up.

It is true that the Bureau tries
{o eliminate public services that
no longer appear justified.

It is true that ' the Bureau
presses for more efficient methods
of conducting government.

It is true that the Bureau uses
its legal authority to hold back
spending of appropriated funds,
when conditions change or other
factors make the spending no
longer sound.

1t is true that the Bureau ques-
{ions new expenditure programs
when there are no revenues in
sight to pay for them.

It is true, in summary, that the
Bureau of the Budget works every
day of every week of every year
at budget and management, at
trying to maintain the govern-
ment’s fiscal integrity. I think that
is what the Bureau is supposed to
be doing.

Decisions Are Often Close

Now my experience is that al-
most every agency proposal in-
volving an increase in the budget
is usually backed up with a good
case. There is always some need
that it would be nice ‘to meet, if
we could. I suppose that 75% of
the ideas for increased expendi-
tures that originate down the line
in the agencies never reach the
Bureau of the Budget. They are
screened. out before they get to
us, because the agency heads know
the budget problems that face us.
And we realize that the proposals
that do get through to us are the
result of close review by top
agency management.

The budget review process is
really a procedure for making
choices. In spite of what you
might think, it is not a process
with a built-in negative bias. If all
we had to do was to say no to
everything, we wouldn’'t need the
kind of staff we have so carefully
built and trained, But it that’s all
we did, we wouldn’t be of much
use to the President.

- The President’s job is to make
decisions, to:choose-carefully
among - the flood. of alternative
proposals. that. come to- his. office.
Basically, he has a set. of objec-
tives, expressed. in laws. or in
broad ad ministration goals.
Against this background, he must
select the means. through which
these- objectives can best be at-
tained. The Bureau of the Budget
serves him. by testing each: new
proposal, questioning its assump-
tions, judging-its. probable effec-
tiveness; matching it on- its merits
against alternatives, appraising its
timing, measuring how. thoroughly
it has been thought through, con-
sidering it in the context of its
place in a, free enterprise econo-
my, and" balancing-its initial and
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ultimate cost against the expected
results,

When the. Bureau presents the
results of its review to the Presi-
dent, a proposal has been carefully
examined from every relevant
aspect. The decision is the Presi-
dent’s, and I think you should
know that he doesn’t always agree
with the recommendations of the
Bureau. That’s all right with us.
We aren’t out to make a record.
We're advising the President, and
his judgment is the one that
counts, The important thing is that
the President has to have an im-
partial staff to search out all sides
of the story, because the President
hasn’t the time to do it himself.
And if that staff undertook to
slant its work on a self-serving
basis, no President would put up
with it for very long.

Perspective Is Essential

In searching for a word to de-
scribe the budget process, I come
back to the term ‘‘perspective.”
And this is the important thing to
understand. Some are dedicated
to caring for the sick and unfor-
tunate. In their eyes this quite
understandably may be the most
urgent goal of public policy. But
if some were physical scientists,
with only a million-pound engine
thrust between themselves and the
moon, they might feel that other
things should be put to one side
while the United States concen-
trates on being the first to get
there. A political economist inter-
ested in
might believe in the paramount
importance of helping backward
nations through all-out economic
and cultural assistarice. An‘educa-
tor might feel that more educa-
tional facilities and better paid
teachers were paramount. A mili-
tary man might put all these
second to the defense of the coun-
try. And so on,

These legitimate, but often com-
peting, demands have tc bhe
weighed and fitted into a balanced
governmental effort which  the
taxpayers are able and willing to
support. The budget is a plan—an
instrument for expressing a work
program for a given period of
time, in terms of priorities and
available resources. In this sense,
it is obviously much more than a
bookkeeper’s set of accounts. It is
a dynamic program, summing up
the collective leadership of a
President and his administration,
and subject from first to last to
the power of the Congress to ap-
prove, revise, or reject it.

I will' not leave you with the
impression that the Bureau of the
Budget contains all the wisdom
needed to work out these priori-
ties. You know that the basic ob-
jectives of our national security
system are worked out in the Na-
tional Security Council, with the
President as chairman, and with
the Budget Director as a partici-
pant. The economic assumptions
underlying -the budget-are formu-
lated with the President’s Council
of Economic Advisers. Our inter-
national economic policies are
coordinated through the Council
on Foreign Economic Policy. I cite
these illustrations in part to show
you that public policy is not de-
termined solely by budgetary con-
siderations, and in part to:empha-
size that program planning in the
national administration is a highly
organized: matter. It is in the
framework of. these broad plan-
nihg operations that the:Bureau of
the Budget tests: and'- examines
specific-plans and proposals.

Strength for Tomorrow’s Tests

We are entering into a.period of
great economic growth: and vital-
ity. Our population: is increasing
very rapidly, and: in: 20  years it
should exceed: 230: million. Our
people- are on- the- move: to: the
great urban centers. Research will
not only extend life expectancy
but, on the- iridustrial ‘front,. will
create new: products: and- markets
to sustain high employment. The

international affairs-

rise of new nations in Asia, Africa,
and the East will change and
widen trade patterns and provide
new challenges. L
If we are to have the strength
and resources needed to meet
tomorrow’s tests, we must see to it
now. The times call for imagina-
tion, for confidence, and for dis-
cipline. The fact that we are
stroig and still growing doesn’t
excuse us from conserving our
strength and our resources for the
greater efforts still to come. Just
as society must be responsible, so
must be the government which
represents and serves it. Govern-
ment must be able to judge.the
climate and the timing of its-ac-
tions in relation, to “its total re-
sponsibility, and adjust quickly in
response to change. | Bl

Facing Deficit- Budgets
Last January, the President sent
to the Congress a budget for the
fiscal year which began July 1,
six weeks ago, that estimated an
approximate balance .of. revenues

and expenditures  at .a - total - of"

about $74 billion. You know :what
has happened since then. The
balance quickly changéd -into- .o
deficit 'that may be as. much as $12
billion by the time the year. ends.
One reason for this: deficit is a
slowdown in the business sector,
which caused a madjor loss of ex-
pected tax receipts.. At the same
time expenditures. will- be four
to six billion higher than we an-
ticipated in January. Why did ex-
penditures rise? In part, they are
higher because of greater -defense
needs. In part, they reflect anti-

recession measures- to accelerate

public. works, extend unemploy-
ment benefits, and-increase hous-
ing starts. And in part they are
due to higher costs of farm price
supports, as a result- of bumper
crops. ; 3
These unforseen increases in the
costs of government have come at
a time when the Nation also wants
to spend money for better educa-
tion in the sciences, for the de-
velopment of atomic reactors to
produce electric power, for safer
air’ transportation; ‘and . for: ex-
ploration in outer ‘space. All' of
these expenditures:-add to:-what
government is already doing; they
do not -substitute for going pro-
grams. And their cost is high.

Pressures for Higher Spending

In the face of what has ‘hap-
pened to the budget that we:

thought was going to be balanced, .

even  greater expenditures: are

nevertheless consgtantly being--

urged upon us. This year in Con-
gress there were bills before com-
mittees that would
—launch .new public works at
a cost of $14 billion over five
years;. _ :
~—Ilend money for community
facilities, at a cost of $2 billion;
—improve farm income at a cost
of $36 billion over five years;
—provide for food allotments
and livestock- payments, at a cost
of $3 billion each year;

——grant $100 monthly pension to.

veterans over 60 years of age, at
a ‘cost of $2 billion a year; and

—provide. broad" aid to educa-
tion with a cost of $58 billion over
{iye years. .

The pressure for more spending

reached such propeortions that the

Democratic - Chairman: . of = ‘the
House Appropriations Committee

took the- floor- to- admonish the-

membership in'an unprecedented
dressing-down. He . said, -to. quote

him in part, “We are confronted..
with: an alarming situation.’ And.

the most alarming. feature of it is
that nobody is.alarmed.” Then he
added, “We have spent money
that we did not have and which
will- have to be - paid by our
children, - our- 'grandchildren, ~and
our great grandchildren- for things
we- could do- without.” And, after
blaming - the- administration: as
well as. the Congress, he con-

cluded with this advice to his
fellow legislators:

“So when you go home at the
close of . the session. and your .
people complain about the high °
cost of living, do . not pass:the
buck. - Tell ~them'  the :facts.
Tell them that the more money
we took in, the more you spent.
Tell them the national debt is
higher because you voted to make
it higher. Tell them the dollar
Las gone down and the cost
of groceries has gone up because
you voted to depreciate the dollar
and voted to raise prices. Tell
them you thought you were cam-~ .
paigning out of -the public treas-
ury and making votes by voting -
{or practically everything every-
body and anybody wanted. Then .
they ought to reelect you and send
you back ‘because you told  the .
truth — and then come back .and
sin no more before it is too late;
if it is not already too late.”

Well, you can judge how effec~
tive that was. ;

Budget . Policies for 1960 -

Now we' are getting ‘ready to.-
send up the budget: for 1960, as

soon as Congress returns in Janu- |

ary. We don’t expect to leap from
a- $12 billion deficit this year to
a balanced budget next year. It
takes time to work our-way back.
But there are hopeful signs.

The recovery in the economy is
1eal and it -~ will- continue. If !
present tax rates-are held firm, -
receipts in 1960 from individuals,
corporations, and excise  taxes
should improve considerably. By
the same token, further govern-
ment spending to accelerate re-
covery will not be necessary: So,
we believe we can narrow the gap -
represented by this year’s deficit.

Our standards for the budget
will be strict, of sheer necessity. -
This is no time for the Federal |
Government to  expand going
services or begin new ones, un-
less they meet the most stringent
tests of need. We will again search
for ways to reduce current costs. ’
We will again request the neces- -
sary legislation: to- turn over to :
‘State and local governments those
Federal services that can be per- "
formed equally well or better by
other levels of government.” We |
will press again for user charges
to. make .special Federal services |

- pay-their.oewn way. We will seek

the: cooperation of “every: Federal -
agency in adopting more- efficient -
methods -of.doing business. -

Your Reéponsibility and Mine:
All that I have stated reflects .
my . conviction that we must go .

-through a period of serious soul- -
- searching, .if we are to put our '

{financial affairs in' order for the .
tests our country faces
coming decades. Once we take '
our.foot off the brake and start
rolling, ‘we-will find it very-diffi- '
cult to stop. Responsible govern- -
ment is disciplined : government.
We must put this discipline into °
practice in_our Federal budget.
. May I appeal, therefore, to-each
of “you Federal and voluntary
hospital people to share in -this -
soul-searching and ask yourself
how you can contribute toward °
strengthening your Government .
by reducing’ unwarranted pres- -
sures- for Federal spending -and
through getting- the maximum -
value out of the Federal dollars -
whose . spending. you - influence.
You are eitizens-and taxpayers '
first,- and the Bureau needs your °
support ‘if it is-to be effective in *
serving the President and - the ’
country.; ; =E s B :
‘As we -look forward to "our
nation’s-future’ growth and to the
_great blessings that can be-ours— -
jobs; - health; leisure, and above .
all, peace and security —. let us
remember that tomorrow’s profile
is, being etched today -in the .
judgment we Americans: employ, .
in:-the decisions that we make,
and -in-the responsibility that we -
acecept. .

in« the -
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ngher Gold Pnce Refulahons

per may be “sagging,” but when
he talks about all prices, just
where is the *“sag?” Consumer
prices now above 123.3 in the ag-
gregate are at an all-time high.
Food prices at an all-time high,
120.8. Housing, 127.5, rents, 137.1,
transportation, 138.7, medical care,
142.3, personal care, 128.3, all at
record highs, and wholesale prices
in-the aggregate, all commodities
in March, 119.7, an all-time high.
Farm products, 100.5, highest since
1952. Processed foods, 110.7. And
farmers are doing all right. The
April 15 figures, 266, for the con-
solidated Farm Price Index, high-
er than any time since 1952 in the
middle- of the ' Truman-Brannan
downslide on farm  prices:

But do we want our prices for
food and everything jumped? Is
that the way to cure the claimed
recession? The savings of the
millions of American people who
have accounts in savings banks
and savings and loan associations
are at an all-time high. The peo-
" ple have the money, department
store sales and consumer demand,
except, of course, for automobiles
and durable goods, are excellent.

Bonanza for a Few and Disaster
For Many

With 186% increase in the price
of gold, marking down the buy-
ing power of our present dollar to
34 cents would mark down the
value of the prewar dollar all the
way down to 16 cents. What folly!!
I don’t defend subsidies, any of
them, but if we subsidize one
commodity, we simply put up its
price in relation to the dollar or
the basis of the value of other
commodities. But gold'is differ-
ent, If we subsidize gold, we de-
bauch the dollar in relation to
all the thousands of other com-
modities. We upset the whole
standard of all values. Why create
this bonanza for a few to the
disaster of the 170 million?

'(3) I agree that “the high cost
of labor. has priced some manu-
factured products and to some ex-
tent our  farm products, out of
world markets.” But I emphatic-

ally disagree that devaluation of -: -

the dollar “would quickly restore
our competitive position.” Don’t
you think that all of these nations
with pegged currencies would
very quickly follow us and de-
value their currencies by two-
thirds? Of course. They did in
1934! Thus, would it “clear out
our astronoinical ‘surplus of farm
products (at a loss of over $2 bil-
lion to Uncle Sam) and stimulate
manufacturing, conceivably to
boom propertions?” Is that what
we want? It’s tantamount to turn-
ing on the dollar printing presses,
as was done with the French
franc, the German mark, under
Hitler, and all other currencies
that have been devalued as a re-
sult of inflation. It’s another step
toward horrible disaster. And who
pays for it? Those in the lower
income group, especxally those on
fixed incomes, pensions, etc. To
them it is real and stark disaster.

(4) “Corporations struggling
with inflexible costs and dimin-
ishing volume,” he says, “would
quickly have a resurgence of buy-
ing” and “improving profit mar-
gins.” That I deny emphatically.
Anyone who has traveled around
in these countries where the beau-
tiful paper money runs into the
50 and 100 thousand francs, lira,
cruzeiros or pesos, knows the
disaster that those business firms
have faced and struggled against.
What he claims would happen
didn’t happen all the way from
1933 until 1940 when war orders

poured in. Devaluation itself sim-
ply ‘didn’t do it! And it never
 will!! ’

(5) Exports, he claims, would
step-up as a result of devaluation.

There again the immediate deval-
uation of the other currencies
would put them in the same rela-
tive position. And as for “reduc-
tion in the billions of give-away
money,” that surely we would like
to do, but how would this infam-
ous measure -help? Wouldn’t the
demand triple to offset the
shrunken dollar?

(6) “The intolerable burden of
gigantic national debt (and taxes)
would become bearable.” . Just
how? The value of the. dollar’s
interest we pay on the national
debt would be less in purchasing
power, but how about the disaster
to the millions of widows, or-
phans, mvestment company stock-
holders, insurance = companies,
whose stockholders and policy-
holders run into the millions, and
who are owners of U. S. bonds,
also devalued automatically. Had
he thought of that? Imagine the
millions of people suddenly
thrown on public. welfare!

(7) Marking up gold to $100 per
ounce would very possibly “create
a Treasury surplus of around $41,-
000,000,000,” as he says, but how
would 1t “permit a sharp reduc-
tion in {axes for many years to
come?” Don’t you think we would
need three times as many dollars
to run the government, and tax
our people three times as much?

No Way to Reduce Debt

(8) He suggests that the “in=
crement created by the new gold
price could be used to reduce our
national debt.” Yes, indeed, that
could be done, but again, tht of
the disaster to the many millions
of people holding U. S. bonds who
put their savings into them. at
hundred-cent-dollars, only to have
them paid back in 34-cent-dollars.
That’s worse than Russia’s repu-
diating the interest on her na-
tional debt. It’s confiscation. And
what is devaluation except confis-
cating the savers?

(9) If “not a single informed
economist in the world” . . . “be-
lieves the United States can meas-
urably reduce its national debt”
‘“until the dollar is devalued,”
God hzlp our country! 1've heard
that before, and perhaps you have.

But I suggest that is a sad com-.

mentary on the integrity of the
American people. Only crooks dis-
avow their honest obligations.
Surely we haven’t sunk that low!

(10) “Restoration of full con-
vertibility, both internally and
externally” I agree is desirable
and practicable. But how would it
“block the Russians?” 1 see no
possible connection. Furthermore,
I don’t believe the Russians have
any idea of establishing a convert-
ible ruble.

Speaking of Russia, who would
benefit from the devaluation of
the dollar in terms of gold? In
addition to the gold mining in-
dustry,
with large gold production and
holdings, especially: the largest,
Russia! One hundred dollars per
ounce would nearly triple ‘the
valuation of her gold holdings in
international trade! Ponder that
one a moment!

(11) This “hysterical grasping
for straws to arrest the downward
plunge in our economy,” is, as far
as I can see, only in the shoutings
of those who would spin us into
a real depression. The great
American  economy must be
mighty sound and solid to have
withstood the “vicious attack of
these gloom and doom howlers
without disaster, and every day
we are getting more and more
signs of the leveling off. Perhaps
at a little lower level than the
extreme peak of 1957, but a sound
and stable American economy.

obviously the countries!
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.Devaluation of 1930’s

As for his comparison with the.
1930’s, who can call that devalua-
tion a success? As far as we can
see, all it did was to raise prices
drastically, stretch out the depres-
sion until 1940 when there were
approximately 10 million still un~
employed It destroyed the value
of the insurance policy-holder’s
assets, the value of -the savings
of investors in bonds of all kinas,
and threw disaster right into the
teeth of a great many families on
fixed = incomes, who suddenly
didn’t have sufficient money to
cover the price of food. Does he
want us to repeat that type of
a disaster?

Actually, the 50-plus measures
the Administration has taken to
step up the economy and combat
unemployment are now having ef-
fect. But they are becoming ef-
fective without the frantic and
wild spending orgies for which the
gloom and doom howlers are
screaming.

Isn’t the way out of this level-
ing off, or recession, if you wish
to so call it, a sound working our
way out by sane methods, rather
than by wild, frantic panic ges-
tures that can be ruinous?

Banks Would Have to Recapitalize

Apparently, Mr. Speaker, the
gentleman has given no thought to
the financial chaos that would re-
sult from such devaluation. The
banks would have to recapitalize
immediately and they would have
to put-up more reserves with the
Federal - Reserve, . Their capital
now totaling some $18 billion and
insured for roughly $1.8 billion
would present problems. They
would have to put up enough to
keep their ratios in line and im-
mediately, and from where could
the money come? The purchasing
power of the Deposit Insurance
Fund would be only one-third of
what it now is.

Fancy (the  consternation and
chaos in the vast financial insti-
tutions of our land, insurance
companies, investment trusts,
mortgage companies, holders of
{ixed-price guaranteed bonds, de-
bentures, and especially land con-
tracts and mortgages!

I don’t know where this gentle-
man gets his information from in-
side Russia. What does he mean
by “persistent reports from in-
formed (Russian) sources?” Who
are these sources? The Intelligence
Services don’t seem to have it.
Could it be purposely pipelined
out of the Kremlin to get us to
destroy our currency? Maybe we
haven’t debauched our currency
as fast as Lenin predicted when
he outlined the way to conquer a
nation!

I suggest, Mr.. Speaker, that
about the worst thing we could do
at this time would be to devalue
the currency.

Arnold Altex Aluminum
Pfd. Stock Offered

A group of underwriters, headed
by Cruttenden, Podesta & Co,,
Chicago, Ill., today (Aug. 28) are
offering publicly 300,000 shares of
35-cent convertible preferred stock
(par $4) of Arnold Altex Alum-
inum Co. at $5 per share.

This new issue is convertible
into common stock at the initial
rate of 1% shares of common
stock for each share of preferred
stock and is entitled to an annual

sinking fund. It is also redeem-
able at $5.50 per share, plus ac-
crued dividends.

Of the net proceeds of the stock
sale, $1,150,000 is to be used for
repayment of funds borrowed
from James Talcott, Inc., on as-
signment of accounts receivable
and warehouse receipts; $40,000
for the purchase of additional
equipment and the balance for
general corporate purposes.

" Yes and More

' “Communism comes in the wake of d15111u510n- o
ment and offers some kind of faith and some kind

of discipline. But in spite

of its apparent success it

fails, partly because of its rigidity, but even more
so because it ignores certain . essential needs  of

human nature.

£ ::(

=

“Unfortunately, communism becomes too closely * -
associated with the necessity for-violence and thus
the idea which it placed before the world became a

tairited one.

“Communism has definitely allied itself to an ap-
proach -of violence. Even if it does not indulge
normally in physical violence, its thought is violent,
and it does not seek to change by persuasion or
peaceful, democratic pressures; but by coercion and, ’
indeed, destruction and extermlnatlon

J. awaharlal Nehru,

A true indictment, but it must be added that
despite all these “short-cuts” communism can not
begin to match private enterprise in providing, the
material good things of life.

_Continued from page 2

The Security I Like Best

management. In fact, one leading
New York advisory organization
prints the motto, “Management Is
Everything,” on the margin of all
its letters and reports to clients,
Behind the  amazing . record: of
growth and development of Rock-
well Manufacturing Company has
been an alert and dynamic man-
agement group, headed by its
Board Chairman ‘and founder,
Col. Willard F. Rockwell, and his
son, Willard F. Rockwell, Jr., who
became President of the company
in 1945. Further evidence of the
management’s - progressive-mind-
edness is the fact that the com-
pany operates 15 research - and
development lahoratories, em-
ploying 285 research and engi-
neering personnel. In 1957, this
program cost the company some
$3,300,000, of which some $2,000,-
000 was - devoted to so-called
“pure research.” At 1.6% of net
sales, this amount is well above
average for a metal-working com-
pany like Rockwell.

Owning some 40% of the 2,305,-
938 shares outstanding, the man-
agement group and members of
their immediate families have a
substantial stake in the future of
the company. This is certainly a
fact which should reassure the
“outside” investor,

From a financial standpoint, the
company is in excellent shape,
with a current working capital
ratio of 6.9 to 1. The only out-
standing senior capitalization is
an issue of $18,000,000 20-year
4% sinking fund debentures which
were sold privately last June 22.
As a result of this financing, the
company was able to retire all of
its bank debt, pay for its most
recent acquisition (Rockwell now
owns more than 81% of the stock
of Automatic Voting Machine
Company of Jamestown, N. Y.),
and leave a cash balance of ap-
proximately $9,000,000 in the
treasury. Part of the surplus cash
will go to finance construction of
a new plant in Germany, which

in time will give Rockwell Manu-
facturing Company a nucleus to-
manufacture and sell its domestie-
lines to continental Europearr
markets.

With regard to recent carnings,
it is true that net income for eaclr
of the first two quarters of 1956
was considerably lower than that
reported ' for the corresponding
periods of last year. Nevertheless,
the directors have maintained
their quarterly dividend at the
regular 55¢ per sharve rate througlh:
the first three quarters of thix
Vear. In commenting on dividend
policy in his June report, Willard.
F. Rockwell, Jr. pointed out that
the continuance oi the established
rate  “indicated our confidence
that earnings for the year would
support the company’s cividend.”
It is a fact, moreover, that Rock-
well Manufacturing Company is
characteristically a “fourth guar-
ter company,” having reportcd its
best earnings in the fourth quar-
ter almost every year.

Conclusion

In a nutshell, here are the main
reasons why Rockwell Manufac-
iuring Company common stock
seems attractive to me:

(a) Its management is proven
and progressive,

(b) It has 2 gocd product and
customer diversification.

(¢) It is in excellent financial
condition.

(d) Its near-term earnings out-
look is bright, and the dividend
seems secure. At 40, the stock
appears reasonably priced, pro-
vides a good return, and possesses
growth potential.

With Zilka, Smither & Co.

(Special to Ty FINANCIAL CIRONTCLE)
PORTLAND, Oreg., — Jack P.
Reverman is now with Zilka,
Smither & Co., Inc., 813 South-
west Aller.

Statistics

$122,388
114,753
82,947
76,470
83,301
85,855
99,333
71,542
60,678
70,540

#“Earnings per share are stated on the basis of average number of

———Per Share—-— ~Market Data—~
Net

Income™

$4.37
4,36
347
2.92
2.90
2.98
343
409
3.03
2.99

Low
35
3433
3183
22%,
20%
24Y
22%;

Dividends
$2.20
2.20
2.00
2.00
2.00
2.00
2.00
1.70
1.15
0.75

Nigh
48 -
46%
37%
35%
28%
29%,
30%
24Y, 18
191% 9%
1634 10%

shares out-

sianding, and are restated to give effect to the 4% stock dividend paid in December,

1956.. These figures, as reported in the compans’'s 1957
stock dividend paid in January, 1958.

the 4%
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Simonds Named Director

Clarke Simonds, partner of G.
H. Walker & Co., Providence,
R. I has been elected a director
of the Worth Fund, Inc.

Joins Hay Investment Co.
(Special to THe FINANCIAL CHRONICLE)
ZANESVILLE, Ohio — Richard
A. Gordon has become associated
with The Hay Investment Com-
pany, First National Bank Bldg.

Field & Co. Adds

(Special to THE FINANCIAL CHRONICLE)
PORTLAND, Oreg. — Sidney C.
Leo has become affiliated with
Field & Co., Inc., Cascade Bldg.

With E. 1. Hagen Co.

(Special 40 THE FINANCIAL (CHRONICLE)
PORTLAND, :Oreg. — Jack R.
Bratlie is with E. I. Hagen & Co.,
American Bank Building.

b_:checkup yearly,

y cancers can be cured i
in time. That's why
impertant for you to have
thorough checkup, including
 achest x-ray for men and
a pelvic examination for :
women, each and every ‘
year ... ne matter how
,well you may feel

AMERICAN CANCER SOCIETY
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The State of Trade and Industry

since the wecek ending Oct. 5, 1957, when 21,975 units were assem-
bled in a previous changeover period.

. Thae total car figure two weeks ago was placed at 59,677 units,
while the corresponding week in 1957 showed 123,130 completions.

Ass?mbly of 1959 models began last week at Buick, “Ward’s”
noted. Scheauled to join in 1959 production this week are Dodge,
De Soto, Chrysler and Imperial factories in Detroit and Rambler
in Kenosha, Wis.

“Ward’s” noted that last week’s car total was provided by six
producers, Buick, Plymouth, Ford, Edsel, Mercury and Lincoln.
Plymouth concluded ‘1958 model operations Tuesday in Detroit.
Ford Motor Co.s car lines will stop for model changeover in
September. ‘

Truck production the past week was estimated at 8,676 units,
down from 12,976 the week before. Inactivity at Chevrolet and
Dodge factories was primarily responsible for the large cut the
past week.

“Ward’s” reported that United States manufacturers have
turned cut an estimated 2,726,820 cars to date, down 36% from
the like period a year ago when output stood at 4,272,635 units.
Output of 553,249 trucks this year represents a 25% fall from
last year’s figure of 740,034 units.

'

Steel Output Expected to Rise Further This Week

Steel production next year will reach 110,000,000 tons, “Steel”
magazine prgdlcted on Monday of the current week, Output will
be a third higher than the 82,000,000 expected this year and only
slightly under 1957’s 112,700,000,

The sharply improved performance will result from rock-
bottorp steel inventories, an anticipated upturn in consumer
spending, rising Federal spending and world unrest, the metal-
working weekly commented. The improvement is starting now
and will accelerate in September and October.

i Leading producers forecast a gain of at least 20% in Eteel
shipments in September. Barring an automotive strike, October

will be a better month than September, probably the best of the .

year. Shipments will remain at a high level during November
and decline only slightly at year-end.

Gradual improvement seeins to be the style. Howecver, the
threat of an auto strike is already putting the brakes on the
business recovery. It is holding up some orders for stecel from
automakers and delaying purchases of steel and other material
from those who supply the industry. A walkout would bring the
recovery to a jarring halt.

Although automakers are in the market, they are not releasing
urder; as rapidly as usual. | Ordinarily, they would consider cur-
rent inventories of 20 to 30 days grossly inadequate. Instead of
adding to-their supplies now, they are depending on three to

five weeks’ delivery from the mills,

When the UAW contracts are signed, steel producers can
expect a rash of orders—and not, only from automakers. Other
consumers have cut inventories to the bone, When the auto-
makers release big orders, it will be unsafe for other users to
gamble on quick deliveries. ;

During the first eight months, United States steelmakers pro=
cuced akout 51,000,000 net tons of steel for ingots and castings.
June’s output was the highest at 7,130,000 tons, with operations at
61.7% of capacity.

If steelmen are to turn out 82,000,000 tons this year, they will
have to make 31,000,000 tons during the next four months. They
must average 7,750,000 tons a month, operating at 66% of capacity.

_ Last week, furnaces were operated at 61% o‘f capacity, up
hqlf a point. - Production was avout 1,647,000 net tons of steel.
plstl:lct rates are as follows: Wheeling at 80% of capacity, up
6 points; St. Louis at 77, up 2.5 points; Chicago at 73, up 4 points;
Weste_rn district at 71, up 1 point; Cincinnati at 72.5, up 0.5 point;
Detroit ot 69.5, up 1 point; Eastern district at 61, up 1 point;
Cl_eve}and at 53.5, up 0.5 point; Pittsburgh at 52.5, no change;
Bu"mmgham at 52, down 1.5 points; Youngstown at 49, down 4
points; Buffalo at 47, down 4.5 points.

“Steel’s” composite on scrap held at $41.33 a gross ton last
week. Current price levels are meeting resistance and steel mills
have not made any big purchases.

The American Iron and Steel Institute announced that the
operating rate of steel companies will average *106.9% of steel
capacity for the week beginning Aug. 25, 1958, equivalent to
1,717,000 tons of ingot and steel castings (based on average weekly
vroduction for 1947-49) as comparved with an actual rate of
*105.2% of capacity, and 1,690,000 tons a week ago.

Output for the week beginning Aug. 25, 1958 is equal to about
63.6% of the utilization of the Jan. 1, 1958 annual capacity of
140,742,570 net.tons compared with actual production of 62.69, the
week before.

For the like week a month ago the rate was ¥97.29% and pro-

duction 1,561,000 tons. A year ago, the actual weekly production

was placed at 2,103,000 tons, or 130.9%.

*Index of production is based on average weekly producti
for 1947-1949. 8 . e o

Electric Output Receded Somewhat From Last Week’s
All-Time High Level As Cooler Weather Set In

The amount of electric energy distributed by the electrie light
and power industry for the week ended Saturday, Aug. 16, 1958
was estimated at 12,851,000,000 kwh., according to the Edison
E_lectnc Institute. Output last week declined from its all-iime
high level as cooler weather set in.

For the week ended Aug. 23, 1958 output decreased by 365,-
000,000 kwh. below that of the previous week, but increased
463,000,000 kwh. ‘above that of the comparable 1957 week and
registered an increase of 1,146,000,000 kwh. above that of the
week ended Aug. 25, 1956.

| A—
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Car Loadings in Week Ended Aug. 16 Rose 1.2% Above
Previous Period but Were 16.6% Below Like 1957 Week

Loadings of revenue freight in the week ended Aug. 16, 1958
were 7,411 cars or 1.2% above the preceding week.

Loadings for the week ended Aug. 16, 1958 totaled 625991
cars, a decrease of 124,649 cars, or-16.6% helow- the corresponaing
1957 ‘week, and a decrease of 143,653 cars, or 18.7% below the
corresponding week in 1956.

Automotive Production Last Week Hit a 10-Month Low
Level as Most Manufacturers Ended 1958 Model
Output and Geared for 1959 Cars

‘Automotive production. for 'the week ended Ausg. 22, 1958, .
according to “Ward’s Automotive Reports,” declined to its icwest
level in the more than 1¢ months, due to mecael changeover close-
downs. K, : ) e
Last week’s car output tetaled 25,925 units and comapared with -
59,677 (revised) in the previous week. The past week’s production
total of cars and trucks amounted to 34,601 units, or a:decrease of
38,052 units under that:of the previous week’s output, states -
“Ward’s.” :

Last weck’s car -output declired below that of the previous -
week by 33,752 units, while truck .output dropped by 4,300 vehicles
during the weck. In the-corresponding week last year 123,130 cars
and 20,491 trucks were assembled.

Last week the agency reported there were 8,676 trucks made
in the United States. This compared with 12,976 in the previous
week and 20,491 a year ago.

Lumber Shipments Rose 1.7% Above Production in the
Week Ended Aug. 16, 1958

Lumber shipments of 472 reporting mills in the week ended
Aug. 16, 1958, were 1.7% above production, according to the
“National Lumber Trade Barometer.” In the same period new '
orders were 15.9% above procduction. Unfilled orders -amounted -
to 44% of stocks. Production wias 3.7% above; shipments 1.8%
below and new orders were 3.9% above the previous week and -
31.0% above the like week in‘1957.

Business Failures Edged Slightly Upward in Latest Week -

Commercial and industrial failures Tose mildly to-272 in the -
week ended Aug. 21, from 262 in the preceding week, Dun &
Bradstreet, Inc., reports. Casualties exceeded the 260 occurring
in the comparable week of last year and the 215 in 1956, Con- .
tinuing above the prewar level, failures were 3% higher than the -
1939 total of 264. . Tt i

All of the week’s increase took place among casualties with
liabilities of $5,000 or more. They climbed to 247 from 227 in the :
previous week and 218 a year ago. On the other hand, small |
failures involving liabilities under $5,000, dipped to' 25 from 35 ,
last week and 42 in the corresponding week of 1957. Liabilities
in excess $100,000 were incurred.by 28 of the failing businesses, ,
as compared with 29 in the preceding waek.

Construction casualties rose. to 41 from 32, wholesaling to
33 from 21, while commercial service edged to 28 from 25. In
contrast, the toll among retailers dipped to 121 from 125 in the:.
previous week and among manufacturers to 49 from 59.- Neither
the retailing nor manufacturing groups had as many failures as a’
year ago, but in other lines mortality exceeded the 1957 level,
with the most noticeable rise in wholesaling.

The South Atlantic States, reporting 30 as against 10 last week *
and the West North Central States,.up to 14 from 5, accounted :
for mest of the week-to-week upturn. Tae. tolls in New England
and the Mountain States also edged: up slightly. On the other
hand, four regions had fewer casualties during the week; Middle :
Atlantic failures dipped to 91 from 93 and Pacific to 63 from 73. -
In the Rast North Central States, the toll held steady at 39. °
Regional trencs from 1957 were mixed with four regicns reporting
higher casualties, four reported lower totals and one had no -
change.

Wholesale Food Price Index Registered Further
Declines in Latest Week

The wholesale food price index, compiled by Dun & Brad- -
street, Inc., fell again last week. It stood at 36.49 on Aug. 19,
down 1.2% from the $6.57 of the prior week, but was 3.2% higher -
than the $6.29 of the similar date a year ago. :

Commodities quoted higher the past weck were sugar, coffee,
cocoa, potatoes and steers. Lower in wholesale price were flour, -
wheat, corn, rye, oats, hams, bellies, lard, cottonseed oil, eggs
and hogs. :

The index represents the sum total of the price per pound of
31 raw foodstuffs and meats in general use and its chief function
is to show the general trend of focd prices at the wholesale level.

Wholesale Commodity Price Index Held Close to Level
Of Prior Week :

Price decreases in cotton, coffee and steel scrap offset in-
creases in some livestock, rubber and sugar the past week, leaving
the general commodity price level close to that of a week earlier. '
The daily wholesale commodity price index, compiled by Dun &
Bradstreet, Inc., stood at 278.86 on Aug. 18, compared with 278.69 -
in the prior week and 293.00 on the comparable date a year ago.

Forecasts of big harvests and the anticipation of a noticeable -
increase in commercial supplies - discouraged grain trading last :
week. Prices were close to those of a week earlier. Purchases of .
wheat by flour mills lagged and wheat prices held steady. Reports |
of favorable weather conditions in growing areas resulted in a dip
in corn buying, causing prices to ‘slip fractionally. Prices on rye, -
oats and soybeans remained at previous week levels. )

Reports of record wheat supplies held trading in flour below
the prior week and prices fell moderately. Rice supplies were
again limited and buying was unchanged, leaving prices' close to
those of a week earlier.

Although an agreement was reached among the Latin Ameri- ,
can naticns regarding an expanded stabilization -scheme, 'coffee
irading lagged and prices fell somewhat. The expectation of an
increase in supplies curtailed cocoa transactions the past week.
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Prices declined moderately from the prior week. Sugar trading
equalled that of a week earlier, but spot prices decreased slightly.
Arter sagging at the beginning of the week, hog prices picked
. up at the end of the period as trading improved. Hog receipts in
© Chicago derlined somewhat from bcth the prior week and the
similar 1837 pariod.
. in a slight increase in prices. There was a fractional increase from
. the preceding week in cattle receipts, but they were down some-
wha. from a year ago. Transactions in lambs were steady . and
. prices remained unchanged.

There was a slight decline in cotton prices during the week

and trading slackened. United States exports of cotton last week

| WEre ceuilidwea ac 42,00 vaics by the New York Cotton Exchange
Service Bureau. This compared with 105,000 in the prior week

- and 90,000 in the comparable week a year ago. From the start of

. the cmrrent season on Aug. 1 ‘through last Tuesday, exports °

. amounted to about 142,00 bales compared with 112,000 bales
. during the comparable period last season.

Trade Volume Last Week Equalled Level of Like
Period a Year Ago

Although retailers reperted a slight decline in activity last

- week, over-all retail trade equalled that of the similar week last

. year. Much of the week-to-week dip was attributed to extremely

“ hot humid. weather in some areas and a decline in clearance sales
* promotions.” Year-to-year gains in the buying.of f.urnltune, linens

and food specialties ‘were: offset. by declines .in men’s apparel, -

' some major appliances and new passenger cars.

' .- The total dollar volume of retail trade in the period ended on
' Wednesday ‘of last week was from 2% below to 2% higher than
‘ a year ago. spot estimates collected by Dun & Bradstreet, Inc.

show. Regional estimates varied from the comparable 1957 levele :

- by the icllowing percentages: South Atlantic States 42 to +6%:;
West North Central and East South Central +1 to -5; West
South Central and Mountain. —2 to +2; New. England, Middle

Atlantic and Pacific Coast —3 to- 41 and East North Central"

States —4 to 0%.

Slight increases in. the buying of women’s Fall coats, suits,
-dresses and sportswcm offzet declines-in summer apparel. Over-
all.sales ¢f women’s clothing ‘matched those of last year. Best-
sellers in accessories were jewelry, handbags and gloves. Volune

.in men’s summer. suits and heachwear. dwindled, but interest in
- some furnishings and sportswear was close to that of a week
: earlier. There was another slight rise in purchases of children’s
. back-to-school  merchandise.
Although volume in outdoor, tables and chairs declined -sca-
- sonally, volume in dining rocin. sets, occasional - tables and up-
. holstered merchandise moved wup'boosting total furniture sales
: shgmly over last year, Slight year-to-year declines prevailed in
‘.the. call for air cooling equipment,; automatic laundly equipment
and retrigerators. Retailers reported moderate increases over a
© year agc. in the buying of floor coverings, draperies and linens.
: Housewives stepped up. their buying of frozen.foods, canned
. goods.and picnic food specialties the past week. Volume in iresh
. produce and most dairy products matched that of a weck carlier.
* Interest in fresh meat and poultry was down somewhat.:

Wholesalers reported a.noticeable.rise in re-orders for chil- "

. dren’s back-to-school clothing last week -as retailers attempted to

. replenish depleted stocks, Buyers were primarily interested’ in
boys’ jackets and slacks and givls’ sweaters and skirts. There

.-was a substantial gain in purchases of women's Fall dresses, suits

. and sweaters. Volume sllghtly exceeded that of the similar week

. a ycar ago. The call for men’s Fall*merchandise remained close
to that of a week earlier.

A noticeeble ‘rise in orders for: housewares, glassware and

silverware occurred the past week:as volume matched that of a -

. year ago.. Volume in furniture was steady and best-sellers were
occasnonal tables, bedroom sets and upholstered chairs., While
¢ interest-in air conditioners.and fans slackencd considerably, the

buying of refrigerators and automatic dishwashers was sustained |

. at the level of a week carlier. Wholesalers of linens and draperies
. reported appreciable year-to-year gains. .

There was a moderate increase in over-ail textile trading last
week. Stepped up orders for sateens, broadcloths and print cloths
helped boost total volume in cotton gray goods somewhat over
that of the prior week. Interest in carpet wool expanded with

- some milis reporting limited supplies. Fractional gains occurred
. in transactions in woolens, worsteds and some industrial fabrics.
-. Incoming orders at mid-Atlantic dyeing and finishing plarits were
steady.
; Food buyers stepped up their orders for canned fish, fruit
and, vegetables the past week as wholesale stocks dwindled. While
volume in fresh produce, frozen foods, fresh meat and poultry

* expanded, interest in dairy products, eold cuts and flour remained

at the level of the prior week.-
Department stores sales on a country-wide basis as taken from
_ the Federal Reserve Board’s index for the week ended Aug. 16,
1958, rose 2% above the like period last year. In the preceding
week, Aug. 9, 1958, an increase of 2% was reported. For the four
" weeks ended Aug. 16, 1958, a gain of 2% was also recorded. For
ithe period Jan. 1, 1958 to Aug. 16, 1958, a decrease of 1% was
reported below that of 1957.
3 Retail trade sales volume-in New York City last. weck ad-
. vanced 2 to 5% above the like period a year ago, spurred by
covler weather.
White goods sales were well received and attractive prices
resulted in an increased volume. !
Accorcing to the Federal Reserve Board’s index, department
. store saleg in New York City for the weekly period ended Aug. 16,
. 1958 showed no change from that of the like period last year. In
. the preceding week Aug. 9, 1958, no change (revised) was also
. reported. For the four weeks ended Aug. 16, 1958, an increase of
. 1% was reported. For the period Jan. 1, 1958 th Aug. 16, 1953 an
. increase of 19, was rzagistered above that of the corresponding
 period in 1337, \

Interest in steers vose moderately resulting |

“and
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Railroad Securities

Western Pacific Railroad Co.

Western Pacific continues to be
one of the few roads which has
maintained its dividend this year.
The road has been paying 75 cents
quarterly and it was stated at the
annual meeting that it is con-
fidently expected that earnings
will be such that there will be no
difficulty in maintaining the usual
$3 dividend rate.

This railroad has embarked on a
large rehabilitation program over
the past few years. This has in-
cluded right-of-way, equipment
and .tunnels. However, due to the
decline in earnings, it has been
officially stated rather vigorous
reduction in the road’s improve-
ment program has been made for
this year. It was originally
‘planned to be'in the neighborhood
of about $5,000,000, but because of
the drop in earnings, the program
has been cut to $1,300,000.

During. the first six months of
this year, Western Pacific reported
gross revenues of $24,066,027 as
compared with $27,275,341 in the
first half of 1957. Net income after
taxes and charges amounted to
$1,24 a common share, excluding
tax deferments account of ac-
celerated amortization as com-
pared with $2.92 a share in the
1957 period. Earnings per share
before the -above deduction ag-
gregated  $2.39 a share against
$4.14 a share in the 1957 period.

The railroad has not been too
successful in its piggy-back  op-
erations. ‘The road has had diffi-
.culty in obtaining this type of
traffic. Truck competition in the
-service territory is quite severe
it has been found that in
instances where shippers have
gone to the trucking lines, it is
not possible to get the traffic back
to the rails even with piggy-back
service. As a further experiment
in this type of operation a contract
has been' made with a highway
trucker to handle some of his
loaded trailers as well as empties

in the opposite direction. This has
resulted in some increase in the
amount of traffic handled by this
method.

Tracks of the carrier are being
relocated because of the construc-
tion of the dam at Oroville, Calif,
The State already has starfed the
construction of two of the tunnels
involved. The relocation will bring
about a shortening between Oro-

ville and Portola by about four’

miles and the new line also will
by-pass part of the area in the
‘Feather River Canyon '-where
there have been a number of
slides and traffic interruptions due
to rocks falling on the tracks. It
is estimated that about 15% of the
slides normally experienced dur-
ing the year would be eliminated
by the relocation of the line. The
State is paying for this construc-
tion work.

Western Pacific continues to
stress its industrial development
program. The. road reports that
the number of inquiries continues
at a high level with indications a
number of companies may be
purchasing land with the thought
of developing the property and
actually constructing plants later.

The new freight car ferry re-
cently placed in service also has
proved economical. Because of its
speed it can make a round-trip
run from Oakland to San Fran-
cisco in the same time it used to
take to make the trip one way. It
handles more cars and by reason
of its speed it has been possible
to reduce one shift on the ferry
so that it now operates only two
shifts out of 24 hours.

Prospects now are that Western
Pacifig’s gross revenues for 1958
will be approximately 9% under
those of 1957 and amount to
around $49,500,000 and it is esti-
mated that on this gross net in-
come before funds will total

around $3,000,000.

Stress Is Placed on Savings Bankers
To. Attend ABA Fall Convention

Savings Bankers’ spokcsman urges full attendance at Sept.
21-24 American Bankers Association’s Convention in order to
register complete opposition to amendment that would exclude
mutual savings banks from membership in national banking

organization.

The Savings Banks Association
of the State of New York, in a
memorandum to presidents of its
127 member banks, urged that
every savings bank have a voting
representative present at the
American Bankers Association
convention in Chicago, Sept. 21-

' 24, The convention is expected

to vote on a proposed amendment
to ABA by-laws that would ex-
clude mutual savings banks from
membership in the national bank-
ing organization.

Offices Oppose Exclusion
Amendment

The memorandum, signed by
Kilgore Macfarlane, Jr., President
of the Savings Banks Assocxatlon,
and George M. Penney, manag-
ing director, points out that “of-
ficers and the Legislative and Ad-
ministrative Committees of the
ABA have .unanimously expressed
themselves in opposition to the
proposal. Mutual savings banks
certainly can do no less than sup-
port their position by exercising
their right to vote in opposition
to the amendment.”

According to the memorandum,
the reasons advanced for his ac-
tion by the sponsor of the pro-
pcsed amendment “are completely
irrelevant to the question of mem-

bership of the mutual savings
banks in the ABA.” -

Adoption of the proposed
amendment, the memorandum
said, would result in narrowing
the scope and function of the ABA,
“which historically has embraced
all phases of the banking in-
dustry.”

The text of the letter follows:

- “As you know, an amendment
to exclude mutual savings banks
from membership in the ABA, of-
fered by Arthur T. Roth, will be
acted on by the 84th Anntial Con-
vention of the American Bankers
Association in Chicago, Sept.
21-24. William A. Lyon, President
of the National Association of Mu-
tual Savings Banks, in a letter ad-
dressed to members Aug. 13, 1958,
expressed the hope that each mu~
tual savings bank will have a rep-
resentative in Chicago to cast a
vote,

“This memorandum is to em-
phasize your Association’s en-
dorsement of the request by the
National Association that every
savings bank have a representa-
tive on hand to cast a vote.

“Officers and the Legislative
and Administrative Committees of
the ABA have unanimously ex-
pressed themselves in opposition
to the proposal. We believe the

-This should be done ‘during the
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mutual savings banks certainly
can do no less than support their
position by exercising their right
to vote in opposition to the
amendment,

“The reasons advanced by Mr
Roth for his action are completely
irrelevant to the question of mem= ~
bership by. .the mutual savings
banks in the'ABA, which histori+!
cally has embraced all phases of
the banking industry.

“We urge that.you, and any’
branch officer also eligible to vote,
make a point of being in Chicago' “
on Tuesday, Sept. 23, the day
when the amendment will be con-
sidered at the General Session 01
the Convention.

“Although it will not be nECes-j
sary for you to be registered at the
Convention to be eligible to vote, :
you must check in at the registra-~
tion -desk ‘in' the Conrad ‘Hilton
Hotel to qualify as a voting-dele~
gate from your bank or:branch.
morning of Tuesday, Sept. 23. i

“All members in good standmg
may vote. Banks with branches .
for which ABA dues have been *
paid are entitled to one vote for
each branch, provided that an in-
dividual officer is present to vote.
An officer of your bank may rep-
resent any branch of your bank
as long as that branch is in good
standing. No proxies will be per-
mitted.

“If the amendment goes to a
general vote of the membership,
balloting (which is expected to be -
secret) will take place in ‘the
afternoon of Tuesday, - Sept. 23,
Polls will be open-from 1:00 p.m.
to 6:00 p.m,

“Results of the -voting will- be
announced early Wednesda v,
Sept. 24.

“In the event you want further
information - regarding the .pro-
posed -amendment: or the voting
procedure, please call or wire,

“Kilgore Macfarlane, Jr.
President

“George M. Penney
Managing -Director”

“P.S. We believe that this mat=
ter deserves your full and
immediate consideration.”

Scolt Heads Div. for
Travelers Aid Drive

Stuart Scott, Jr., of Carlisle &
Jacquelin, Chairman of the Trav-
elers Aid Executive Committee,
will serve as Chairman of the
Stock  Exchange Members Division
of the 53rd annual appeal of the
Travelers Aid Society of New
York. Announcement was made
by William G. Rabe, Co-Chairman
of the 1958 Appeal.

Travelers Aid gives immediate,
confidential help, free of charge,
to anyone in trouble away from
home. Its presence at the airports,
piers, railroad and bus terminals
to give warm, friendly counsel
and assistance on the spot when
problems arise, averts many trag-
edies.

During 1957 Travelers Ald’
corps of multi-lingual volunteers
and staff gave preventive help to
70,552 persons, including: 1,906
children traveling alone-and- 303
runaways; aged handieapped. or
inexperienced travelers totaled
6,770; 606 were suddenty ill; 526
were mentally ill; and 3,558 new
Americans.

Travelers Aid is a private, non-
sectarian-agency and receives its
support entirely. from voluntary
contributions. The 1958 appeal
will begin on Sept. 15 and end
Dec. 31. During this period a
goal of $405,000 will be sought to
maintain the Society’s operations
during the coming year. '

Form Mt. Secs. & Devel.

SALT LAKE CITY, Utah—.
Mountain Securities: & Develop=
ment Co. has been formed with -
offices at 465 East Third South.
Officers are C. Larry Frisby,
President, and Clifford Frzsby,
Secretary and Treasurer, ..
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““Revival of the

steel price increase, and (4) the
frenzied speculation in the stock
market—all tend to suggest that
instead of levelling off or declin~
ing, the cost of living will con-
tinue to inch upward painfully,
to the distress of tens of millions
of Arcerican consumers.

To be sure, all calculations and
forecasts about further inflation
are dependent upon the attitude
-of the American consumer. Will
the American consumer he will-
ing to buy at higher prices? Or,
even if he is willing to buy, will
be be able to buy at the higher
prices?

I don’t pretend to be a Gallup
pollster, but if I had to make a
wager, I would say the average
American family today is more
concerned about rising prices than
it is about anything else. If this
concern over higher prices is
transformed into a buyer rebel-
jion, then. the recovery from the
recession may prove very short-
Jived, indeed. )

The suggestion of a buyers’ re-
bellion is not original with me, It
was made by President Eisen-
hower last week at his press con-
ference, At the same news con-
ference, the President also held
out the possibility of Federal con-
trols if prices and wages continue
to go up. Drastic as these steps
appear to be, no responsible per-
son should rule out the possibility
©of the eventual imposition of con-
trols should prices and wages
continue to spiral upward,

S. & L. Assn’s Acceptance
With the Public

Most everyone is familiar with
the efforts our institutions have
made to acquire status and pres-
tige. We have had to fight every
inch of the way for what recog-
nition we have received. It seems
%o me, after considerable thought
and reflection, that the tremen-
dous public concern over inflation
presents  the savings and  loan
business with a great challenge
and opportunity - to achieve
greater prestige and public recog-
nition than we have ever before
achieved.

If savings and loan institutions
‘can identify themselves as the
principal allies of the American
weople in the fight on inflation,
wothing else we could do would
do more to enhance our prestige
and standing with the American
People. ;

Certainly the American people
crave leadership in the fight to
stem the inflationary tide, They
,cannot look for or receive this
Jeadership from the commercial
banks because the commerecial
banks are too timid. The insur-
ance companies are willing to
make the fight and, through their
Institute of Life Insurance, the in-
surance industry has struck some
cffective blows. But the efforts
©f the insurance companies have
Jost much of their impact—in part
Jbecause an insurance company
has only a remote or long-dis-
{ance relationship with its policy-
“holders. .

Vacuum in Anti-Inflation Fight

Thus, a vacuum of leadership
exists in this important area, and
the savings and loan business has
-lhe tremendous opportunity to_fill
1his vacuum.

Of course, some savings and
Joan people will say that combat-
ting inflation sometimes can get
pretty controversial - because the
procedures necessary to effec-

-4ively battle inflation often border
on politics. Certainly I agree that
it would be extremely poor busi-
aiess judgment and in bad taste
dor any savings and loan institu-
dion to advise its customers to
support one political party over

Inflation Peril”

another, or one candidate for pub-
lic oifice over another, '

On the other hand, I cannot see
that it is wrong for a savings and
loan association to provide its sav-
ers with information, guidance and
recommendations on matters that
directly affect the value of the
savings that have been placed in
its hands for safekeeping.

Is it wrong, for example, to cau-
tion our savers to be careful and
prudent in their purchases and to
insist on receiving as much value
as possible for cach dollar spent?

Is it wrong to suggest that we
should have a balanced Federal
budget since a Federal deficit ul-
timately breeds further inflation?

Is it wrong to suggest in a time
of inflation that credit terms may
often have to be tightened instead
of liberalized, and that “tight
money” may very often be good
for everyone?

It may well be that your institu-
tion will decide that mattlers such
as these are too controversial and
should be avoided. On the other
hand, one institution I have in
mind—the Talman Federal of Chi-
cago—has been running full page
newspaper ads on such subjects
for the past two years!and their
growih has been among the most
rapid ol any institution in the
country. Apparently it is true that
the public likes forthright financial
counseling from those institutions
where it has placed ils savings.

Evils of Inflation’s
Institutionalization

Actually, I am not sure that sav-
ings and loan institutions have any
alternative but to undertake vig-
orous auti~inflation information
and education programs among
their customers and for the bene-
fit of the public. An article in the
current issuc of Business Horizons,
published by Indiana University,
points out that the most apprehen-
sive characteristic of inflation is
the “ghost of Christmas yet to
come, a day when people lose their
natural tendency to expect con-
stant prices.,” The article points
out that alter a series of prolonged
and recurring price increases, pco-
ple come to expeet—and even
more important—to act upon the
expectation of higher prices.

When that happens, pcople
spend their money ‘as fast as they
can so that rising prices will not
reduce the purchasing power of
their income. When this happens,
“creeping inflation” has' become
“galloping inflation” and the
threat to the very existence of
savings and loan institutions is
obvious.

Reviews Legislative Program

I would like now to review the
status of our legislative program
in Washington. Our Number One
legislative objective in 1958 was
the defeat of the Curtis Bill which
would have reduced our reserve
for bad debts before taxes from
129 of total savings to 5% and
would have permitted for pur-
poses of deduction only those divi-
dends of 3% or less. We made a
determined and all-out effort to
defeat the Curtis Bill and it now
appears certain that there will be
no action on this proposal this
year.

All of us should bear in mind,
however, that proposals similar to
the Curtis Bill will inevitably be
thrown into the hopper next year
and years following. Actually, we
face the continuing task, year in
and year out, of warding off at-
tacks on our tax status, and your
League officials are fully con-
scious of these threats. The re-
tention of our present tax status
i§ the first and paramount legisla-
tive objective of the U. S, League.
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Financial Institutions Act

Another major important 1958
legislative objective was passage
of the Financial Institutions Act
which passed the Senate last year
and was before the House Banking
and Currency Committee this
year.” For reasons that are too
involved to go into now, the House
Banking and Currency Committee
is not going to report this Act out
this year—which means this legis-
lation is dead for all intents and
purposes.

With the death of the Financial
Institutions Act, unfortunately, a
lot of effort on the part of the
U. S. League has heen  washed
down the drain. Some of the pro-
visions in the Financial Institu-
tions Act, referring mostly to
procedural and administrative
improvements in the Federal
Home Loan Bank: Board and the
Federal Home Loan Bank System
were desirable and we would have
liked to have seen them enacted
this year, However, we were not
entirely satisfied with the provi-
sions the Act included relative to
branches for Federal associations,
and we may have a chance to im-
prove this language next ycar.

The legislative item which re-
ceived the greatest attention this
year is, of course, the proposal for
establishment of the loan guaran-
tee program for insuring the top
20% of home loans up to 90% of
appraised value. The proposal'was
included in the Omnibus Housing
Bill approved by the House Bank-
ing and Currency Committee. Be-

_cayse of the strong Republican .

support we received in the House
Banking Committee, we were
guardedly optimistic about its
passage on the floor, We were
also optimistic that if the plan
passed the House, whicl: did not
happen, it would be accepted by
the Senate conferees ou the Hous-
ing Bill. Howevel, even -after
passage of all thesc obstacles, the’
plan in the future still faces the
possibility of a Piesidential veto.

Frankly, T have been astonished
and shocked py the all-out, no-
holds-barred, opposition to the
plan thav was displayed by the
Eisenhower Administration, Here
was a bill that was essentially a
proposal to bring a private enter-
prise flavor into high percentage
home lending — a bill supposedly
in accord with the alleged privatc
sympathies of the current Repub-
lican Administration. And yet, this
Administration — particularly its
housing agency officials with the

-aid of the White House — used
every tool in the book to beat us.

I cannot understand -it, and 1
have told my Republican Con-
gressman that I cannot-understand
it. There is@o doubt in my mind,
incidentally, that had it not been
for the White House intervention,
the proposal would have been ap-
proved by the full Senate Banking
Committee and then passed by the
Senate. We had the votes—until
the White House stepped in.

I say that because it is impor-
tant for everyone in this business
to understand that our political
fences have to be continually
mended if we are to improve the
conventional loan to the extent it
should be improved and if we are
to do a better job of financing
American housing.

For all the disappointments and
frustrations in the fight over the
loan guarantee program, however,
it should be noted that a couple
of positive goods have been ac-
complished.

Accomplishments
First, a number of key members
lof Congress now understand, as
they have never quite understood
before, that the savings and loan
business constitutes a great pool
of energy, ability and money for

building a better America.
Second, these same members of
‘Congress also realize — as they
tended to forget in the past—that
conventional lending is the most
- important, single 'segment- ot

American - home finance. From
this realization it is only a short
step to the further recognition
that by modernizing the conven-
tional loan, a greater contribution
can be made toward private home
building and buying than any of
the government housing programs.

I do-not mean to imply or sug-
gest that the steady year-by-year
encroachment and intrusion into
housing and home finance by the
Federal Government is at an end.
But I do believe that as a direct
result of the extended discussion
and consideration given to our
loan guarantee plan, there is, for
the first time in two decades, a
good chance that the potential
contributions  of private institu-
tions will be given greater weight
in the Congressional consideration
of housing problems than was the
case previously. :

This may be only a start, but at
least it is a start.

I am, by nature, something of
an optimist, and perhaps it is my
optimism that leads me to the
belicf that, at long last, Congress
may be on the verge of taking a
much-needed ‘‘second look” at
some government housing pro-

Continued from page 15

grams, and wondering if some
programs have not wandeéred from
their original purpose.

Most encouraging, this question-
ing attitude is coming from liberal
minded members of Congress. In
the recent Senate hearings, when
the proposal came up to woost the
maximum FHA loan from $20,000
to $30,000, Senator Clark of Penn-
sylvania observed—with a trace of
sarcasm — that he didn’t think
FHA had been set up to finance
luxury homes.

It may also be true that some
members of Congress may be
getting tired of the empire-build«
ing and grabbing tactics of the
Housing Agency. Chairman Rains
of the Housing Subcommittee of
the House hinted at this when he
noted the resemblance between
the opposition of the Housing
Agency to our loan guarantee plan .
and the continual efforts of the
same agency to seize the GI home
loan program.

To to be sure, a few threads do
not form a pattern, but if they are
straws in the wind, then it is a

more {riendly wind than we have
felt for some time.

Three Keys to the}Fulure

changeable throughout the whole
of this engine family?

Cites RCA Example

A recent annual statement of
RCA revealed that 80% of their
business last year was in products
not listed at the end of the war,
One of the reasons why this can
be true is the large research cf-
fort of the Radio Corporation.
There is another factor to be

noted which is a certain amount’

of ignorance. In going around the
country, the managements ot
some fairly sizable companies
complain of their inability to have
research and really forward-look-
ing development done. What they
do not realize is the post-war
growth of facilities to serve them.
To the Mellon Institute, Armour
Institute and Battelle Memorial
have been added many others. To
name a few, the Midwest, the
Southwest, anq Stanford Research
Institutes with diversitied per-
sonnel and facilities. On a recent
visit to Stanford Research they
were working on some rather
fundamental things for electronic
components, special airplane an-
tennas and a computer to handle
bank accounts.

Research is one of the keys to
{he future, and industry dwes a
debt \to science and to science
sponsored. by the armed services
in so many ways one could talk
all night about them.

There is legislation pending in
the tax area which should make it
more feasible for business to carry
somewhat more of the basic re-
search burden. Let us hope it is
passed, in our common national
interest.

Automation Considered

Let us now consider automation.
1t is one of the keys to the future,
properly regarded.

As I see automation, I am both-
cred by the lack of imagination
and judgment frequently  dis-
played as decisions are made in
automation. Often we fasten our
eyes on the pounds of hardware
per man hour, compute the amor-
tization of the capital investment,
and forget flexibility.

Our British friends furnish an
example of this pitfall. An in-
teresting radio production line ap-
peared around 1947-48. Three men
handled a machine which pro-
duced table radios ready to ship
directly from the incoming raw
material parts. But when changes
in the model were needed, .the
costs” were prohibitive especially

since there were large .down
times.

In an entirely different field,
one of the country’s leading li-
brarians speaking in Washington
noted the lack of imagination and
judgment in information handling.

He cited one case, for example,
of a consulting job for a large
company which thought it needed
a punched card reference system
in the library. Analysis showed
that despite the glamor of the ma-
chine, two good -reference li-
brarians could actually . produce
faster results. Further, since the
librarians could browse just a bit
in pulling the references, they
could sometimes' catch errors. in
codification, which the machines
lacking judgment could not de-
teet.

I hasten to say I am not an op-
ponent of automation. But let us
think about it. Let us not plunge
blindly or be stampeded.

Sometimes it is efficient to re-
strict judgment in the interest of
cost, if we can retain flexibility.
The three axis numerical control
systems for profile, contour and
skin milling is a case in point.
Here we have eliminated costly
iemplates. At the same time we
have substituted one judgment,
the design engineers, for multiple
judgments, those of machinists on
the line. The objective digital
codes of the tapes preciscly con-
trol truly duplicate operations.
And changes in set-up are not un-
duly costly or delaying.

Automation Second-Thoughts

Jumping on the other side of
the fence, a recent FORTUNE ar-
ticle pointed out that management,
the “front office,” was guilty of
waste not tolerable on the floor. '
TFor instance, the article cites com=
puters bought because the compe-
tition had them, with no thought
to the programming to make com-
puters pay off. The article is in-
ieresting and worthwhile reading.

Another reason for giving much
deeper thought to automation lies
in the new product area. Dr. Haf-
stad, Director of Research, Gen-
eral Motors, pointed out last fall
that radically new products sel-
dom originateq where one might
expect them. One easy to see ex-
ample may be interesting—the
razor business. Straight razor man-
ufacturers did not devise the
safety razor—The safety razor
people did not automate the prod-

“uct into the electric shaver. New
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companies had to make the break-
throughs.

Basic considerations for those
dealing 'in automation—will we
thus freeze ourselves into im-
provements in the old products?
Will we then magnily the ob-
stacles in the way of the intro-
duction of truly new products?

One radically different type of
automation you may not be aware
,of. One of our major telecom-
munications laboratories has a
continuing problem—to devise
means of cramming more and
more information circuits into
given overall circuit parameters
while retaining transmission fi-
delity.

Conventionally, one builds ex-
perimental equipment and {ries
new circuit theories—but not this
group. A sample speech is re-
corded as its wave form. The
wave form curve is sliced into
suitable units, and each unit coded
digitally. The coded message is
then put into a 704 computer.
When a new circuit theory is sug-
gested, it is broken into its pa-
.rameters which are also fed ‘into
704 programming. The output

. numbers from the computer are
~recorded as magnitudes in the

proper sequence on magnetic tape.

The tape may then be played to
listen to the speech output or 1o
measure its characteristics. The
suggested system is thus tried out,
at least in overall performance,
without time and money heing
spent on apparatus.

This is automation with imagi-
nation and judgment. i
5 We have been speaking bric(ly
“of the door opening into the fu-
ture of business. We look through
this door hoping to pass through
it to greener pastures. The arch
above it, preserving the opening,
has three critical stones. There is
science to generate new products.
There are costs which are the de-
terminants of success in the mar-
ketplace. Above all, there is the
keystone, automation, For intelli-
gently used, automation is the key-
stone of the arch of new products
and new sales.

What is it all of us want in the
future?. We want to work reason-
able hours for enough money to
support a high standard of living,
We want enough profit in our
businesses to insure these things
on into the future.

If we wisely plan and use auto-
mation, we will succeed in reach-
ing our goal.

Three Less "'Tangible Keys

Provided we preserve the in-
tangible arch which supports the
materialistic structure. Provided
we wisely use, as best as fallible
humans can, those powers which
cannot de built ‘into machines.
And these are imagination, judg-
ment and integrity,

I have said little about integrity.
But success quickly deserts those
without integrity, personal in-
tegrity, engineering integrity and
product integrity.

Donald Douglas was talking to
an airline executive not long ago.
The question was “Can you make
the DC-8 as quiet as the Boeing
707 is stated to be?” Douglas re-
plied, “No, but we're working on
it.” The airline man responded,
“You've just sold $80 million of
airplanes. But we're not buying
airplanes. We're buying integrity.”
The future lies wide open to au-
tomation based on imagination,
judgment and integrity.

Form Mannfield Co.

RAHWAY, N. J—Mannfield &
Company has been formed with
offices at 635 Cora Place to en-
gage in a securities business.
Partners are Morton N. Mann and
Jerry Fields. :

With Christopher Corp.
(Special to THe FINANCIAL CERONICLE) -
MIAMI, Fla.—Joseph G. Foley
is with Christopher Corporation,
Alfred I. du Pont Building.

‘as employee morale,
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Ethics in Modern Business

importance for the long pull, such
consumer
confidence and public opinion.

Relations With Employees and the
Public

Being honest and law-abiding
does not, of course, comprise all
the ethical aspects of business
conduct. In relations with em-
ployees, great progress has been
made in the last generation. There
are still sharp differences of
opinion between management and
some unions regarding the merits
of featherbedding practices, the
compulsory closed ' shop, or of
runaway wages for favored groups
which are ruthless in exerting
their economic pressure against
the public. However, when it
comes to the ethical questions of
honor and fair dealing, industry’s
record is at an historic high. Tn
the fulfillment of contracts, writ-
ten and unwritten,; between capi-
fal and labor there is no doubt
in the public’s mind as to which
cne keeps the better faith., Yet
from some labor publications
there is as much vilification as
cver. This is not because labor
leaders are such immoral fellows,
but . because they follow the
philosophy that ‘the squeaky
wheel gets the grease,” which has
worked so often and so well for
them in the past.

Progress is still {0 be made in-

human relations in ourplants, but
the strides of the present genera-
tion or management have been too
great to require any apology at
the public bar. I wish some busi-
ness critics could sit in. one of our
earnest discussions in N.A.M.
board and committee meetings
looking toward solution of some
of the problems of industrial
health and safety, the hiring of
minority groups and handicapped
persons, benefit plans, steady em-
ployment, ete. It would certainly
open their eyes as to the serious-
ness with which business
cxecutives -view their social
responsibilities. :

Another place where we can
judge the ethics and principles of
modern business is in its relations
to the community. There again,
the critic of business may be
invited to look reality in the face.
It is on the business people that
almost every community today
relies largely for leadership in
civic affairs, including moral
backing and financial sponsorship.
The responsibility that business
assumes toward the community is
exemplified every time there is a
local disaster or a really worth-
while project. Politicians often
outpromise businessmen, but when
it comes to performances, the
businessman is the one to count
on. They know that if business is
to retain the freedom essential to

‘its success, it must conduct itself

so that it both deserves and wins
the confidence of the public.

(6) But the story of the reasons

for the high standards of business

ethics in America would be sadly
incomplete if tribute were not
paid to the two greatest factors
in the whole moral climate of
America — namely, the influence,
throughout our history, of our
churches and colleges. They are
the institutions which have fed
the fires of idealism in a material
world, and have guided and edu-
cated the consciences of all of us.
In these days when new organiza-
tions to “save” the American way
of life seem to spring up -and
solicit support almost every day,
we businessmen are in danger of
forgetting America’s oldest organ-
izations — the churches, and the
colleges and universities which
they founded. They have done
more than all the others put to-
gether to create and preserve our
great American traditions of per-
sonal integrity and individual

freedom. The Golden Rule, taught
by the Church for nearly 2,000
years, is still the best guide for
business ethics and personal con-
duct,

One Point of Criticism

While I am sure American busi-
ness ethics deserve far more
acclaim and less attack than they
have been receiving, I feel there
is one point on which we business-
men can properly be -criticized,
and that is with respect to lack of
courage  in  leading the fight
against both dishonesty and
demagoguery in city, state and
nation. We have sometimes
sneered at the ‘“‘do-gooders” and
then vainly called for the police
when the “do-gooders” took over.
This is an area in ‘which I hope
some of the younger men will
better: our record.

Business and industry leaders,
knowing right from wrong and
educated regarding the forces of
economic law, have a moral
responsibility to take the lead in
fighting for sound principles and
opposing the bad. But how many
times have we seen individual
businesses and business groups
fearing to give public support to
sound tax or other economic poli-
cies; or refusing to take a firm
position against futile or damag-
ing legislation for fear of political

attacks or a few transient head--

lines? ) :

In recent years, we have fre-
quently seen industry caving in
Lefore the combined pressures of
big labor and big government,
even though by so doing manage-
ment was causing inflation and in
effect was selling out the cus-

‘tomer, the shareholder, the pen-

sioner, and the frequently un-
represented employee.

Many companies have an estab-
lished policy of avoiding, as if
the plague, close contact with
local, state, or national “politics.”

Business leaders of past genera-

tions may have had theirfaults,but
I think they, with their rugged in-
dividualism, showed more courage
on vital issues than do many of
our present generation of man-
agement. Maybe we have become
so obsessed with the desirability
of making friends that we are
unwilling to make any enemies,
even of the right kind!

These are times that demand
courage and leadership from busi-
nessmen., If the corruption which
bhas been exposed is not vigorously
attacked on every front, the pub-
lic will be justified in becoming
cynical, and all our cherished
American traditions will be jeop-

ardized. Even business cannot long -

maintain its integrity in a sea of
corruption. It is high time we
businessmen took more part in
this battle, as did the merchants
and artisans of Boston when they
started the struggle which won
our freedom. ‘

Businessmen, educators, and
citizens generally must work to-
gether to solve the problem of
corruption in American life and
to restore the high standards of
ethical conduct that have provided
the moral background of our na-
tion. Only if all the forces for
sound principles and righteous-
ness join together in a supreme
effort shall we be able to win the
vital battle for the restoration of
high ethical standards throughout
our nation,

Form First American
PHOENIX, Ariz.—First Ameri-
can Investment Corp. has been
formed with offices at 533 East
McDowell Road to engage in a

securities business., Officers are
June Wood, President, and Marie
R. Wood, Secretary and Treasurer.
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Public Utility Securities

By OWEN ELY

The Southern Con;pany :

Southern Company, which took
over the southern part of the old
Commonwealth & Southern Sys-
tem, controls Alabama ‘Power,
Georgia Power, Gulf Power and
Mississippi  Power. ' The System
serves a population of about
6,550,000 with electricity, plus
small amounts of steam heating
and transit. Industries in the area
include textiles, steel, paper, coal,
chemicals, lumber, glass products,
food processing, metal and ma-
chinery. Agriculture includes cot-
ton, corn, fruit, livestock and
tungnuts. Revenues are about 35%
residential, 26% commercial, 30%
industrial and 8% miscellaneous.

The System is noted for its low
rates, partly due perhaps to early
competition with TVA and Wen-
dell . Willkie’s aggressive program
of selling appliances, The fact that
roughly oné-quarter of capacity is
in hydro is also a factor in the low

‘residential rates, which average

about 2.07 cents compared with
the U. S. average of 2.55 cents.
Domestic usage of 3,474 is sub-
stantially above the national
average.

About one-quarter of industrial
revenues are ifrom the textiie in-
dustry. While these revenues have
shown a steady growth, the textile
proportion of total sales is. much
lower than 10 years ago.

While the areas served by
Southern Company’s subsidiaries
have not grown as fast as tbe
states of Florida and Texas, never-
theless they have enjoyed a
growth trend better than that of
the U. S. as a whole. System sales
of electricity have increased over
the past 30 years at the average
rate ol 8% compounded, and pro-
jections for 1958-60 are substan-
tially above this trend figure. This
growth is due mainly to the in-
dustrial resurgence of the South.
In 1956, 164 new industrial plants
costing $250 million were installed
in the system areas; and last year
plants with an investment of $28
million were built, plus expansion
of facilities by 120 other plants
costing $86 million, During the
decade ending 1957, electric out-
put increased from 7 billion kwh
to 18 billion, and over 2 million kw
new generating capacitly was
added to bring the total to about
3.3 million kw. This capacity will
be increased some 44% by the end
of 1960, according to present
plans, when installed capacity will
be 4,744,000 kw.

Southern Company is fortunate
in having both undeveloped
hydro-electric facilities, and
cheap, well-located coal deposits
for boiler fuel. Some 627,000 kw
hydro projects on the Coosa and
Warrior Rivers were begun early
this year. A joint subsidiary
(Southern Electric,Generating
Company) of Alabama Power and
Georgia Power is constructing a
huge one-million kw. steam plant
in Alabama taking advantage of
low cost coal plus other favorable
factors; half of this capacity will
be completed by 1960, Other new
capacity is being built at the Gor-
gas and Yates steam plants, etc.
While the system formerly burned
large amounts of gas as fuel, the
increasing cost is diverting some
plants to use of coal. Early this
year system companies expected
to spend about half a billion dol-
lars on new construction in 1958-
60, of which about $161 million
was to be spent this year (com-
pared with $125 million last year).

During earlier years of the post-
war decade Southern used to do
equity financing each year, but
since 1953 this has slowed to a
biennial basis. The company sold
1,507,000 shares in April 1957, and
another offering is expected in

1959. At present, with large tax
savings generated by’ accelerated
depreciation - and amortization,
about half of the cash require-
ments can be obtained from in=
ternal sources. Bank loans will be
used this year to meet 1958 re-
quirements in part, plus the usual
senior financing by subsidiaries.

Since Southern Company’s com-
mon stock was distributed to the
holders of Commonwealth &
Southern in 1949, it has gradually
acquired the characteristics of a
semi-growth issue. It is true that
the company got off to a slow
start because of its heavy equity
financing — earnings ‘of $1.29 in
1954 were only 1¢ more than the
$1.28 reported for 1949 (interven-
ing years being lower). Beginning
in 1955, however, the ' company
hit its stride with earnings of $1.35
and there have been substantial
gains i the three following years,
with about $1.80 estimated for this
calendar year, ($1.72 was reported
for the 12 months ended June 30.)
The dividend rate, which remained
at 80c during 1950-54, has been
raised a dime in each later year.

It might be mentioned however
that part of the current earnings
gain is due to an increase in tha
“interest: to construction credit”
which, in the latest 12 months
amounted to 10c a share compared
with 7c in the previous period. On-
the other hand Southern Com-=
pany is still charging about 13c a
share {or the amoxtization of plant
acquisition adjustments—purely a
bookkeeping charge, which should
disappear around the end of 1961.

In recent months Southern Com-~
pany has shared in the popularity
of the growth utilities, advancing
from last year’s low of 20% and
this year’s low of 24%;, to a high
of 33%s. With the sudden decline
in bond prices the advance in
utility stocks was checked a few
weeks ago, and Southern declined
about four points. At the recent
price around 30, with the divi-
dend rate of $1.20, the stock yields
4% and gells at 16.7 times the es-
timated 1958 earnings. This is
slightly above the general average,
but well below the prevailing
multiples for the rapid growth
utilities.

Form Suffolk Group

AMITYVILLE, N. Y.—The Suf-
folk Group, Inc., has been formed
with offices at 190 Merrick Road
to engage in a securities business.
Officers are Burton E. Mason,
President; Thomas Hennessey,
Secretary, and Anne C. Mason,
Treasurer. Mr. Mason and  Mr.
Hennessey were formerly with
Randolph Scott & Co., Inc.

E. A. Runyan Opens

CHEYENNE, Wyo.— Elbert A.
Runyan is conducting an invest-
ment business from offices at 1716
Capitol Avenue under the name
of - Runyan Investments. Mr.
Runyan has been an officer of
Allas Securities Company.

R. W. Selwood Opens

ILION, N. Y—Richard W. Sel-
wood is engaging in a securities
business from offices at 9 Reming-
{on Place. |

Jackson Reynolds

Jackson E. Reynolds passed
away Aug. 18th at the age of 86.
Prior to his retirement in 1946,
Mr. Reynolds was President of
the former First National Bank
of New York, which in 19_55
merged with the National City
Bank to form the First National
City Bank.

igitized for FRASER
tp://fraser.stlouisfed.org/




30 (830)

Securities Now

® Acme United Life Insurance Co., Atlanta, Ga.
June 30 filed 315,000 shares of common stock (par $1)
to be offered for subscription by common stockholders
at the rate of three new shares for each two shares held
of record June 30, 1958. Price—$6.25 per share to share-
holders,. and $7.50 for any unsubscribed shares. Pro-
ceeds—For working capital and general corporate pur-
poses. Office—1112 Peachtree St., Atlanta, Ga. Under-
writer-—None, Statement effective Aug. 18.

- Aircraft Armaments, Inc., Cockeysville, Md.
July 16 (letter of notification) 70,000 shares of common
stock (par $1) being offered for subscription by minor-
ity stockholders of record July 10, 1958 at rate of
seven new ‘shares. for each eight shares held (with an
oversubscription privilege); rights to expire on Sept. 5.
An additional 280,000 shares will. be subscribed for by
parent, United Industrial Corp., at the same price. Price
-~—$2.50 per share. Proceeds—To reduce its present short
term indebtedness and to procure production and test
equipment. Underwriter—None,

% Alaska Nickel Co., Inc., Fairbanks, Alaska

Aug. 7 (letter of notitication) 250,000 shares of common
stock. Price — At par ($1 per share). Proceeds — For
working capital and general corporate purposes. Under-
writer—None.

American-Caribbean 0Oil Co. (N. Y.)
Feb. 28 filed 500,000 shares of common stock (par 20¢).
Price—To be supplied by amendment, Preceeds — To
discharge current liabilities and to drill ten wells. Un-
derwriters—To be named by amendment.

American Mutual Investment Co., Inc.

Dec. 17 tiled 490,000 shares of capital stock. Price—$10.20
per share. Proceeds—For investment in first trust notes,
second trust notes and construction loans. Company may
develop shopping centers and build or purchase office
buildings. Office — 900 Woodward Bldg., Washington,
D. C. Underwriter — None. Sheldon Magazine, 1201
Highland Drive, Silver Spring, Md., is President.

% American-South African Investment Co., Ltd.
(9/18)

Aug. 27 filed 1,000,000 shares of common stock (par £1—
South African). Price — Proposed maximum offering
price is $28 per share. Business—The trust, incorporated
under the laws of the Union of South Africa, has been
organized to provide a medium for investment in the
common shares of companies engaged in business in
Soutl} Africa, with particular emphasis on those engaged
in mining gold. The trust may also invest to a certain
extent in gold bullion. Underwriter—Dillon, Read & Co.
Inc.,, New York,

Ampal-American. Israel Corp., New York
Aug. 8 filed $3,289,100 of 10-year discount convertible
debentures, series E. Price—61.027% of principal amount,
payable in cash or in State of Israel Independence Issue
or Development Issue bonds. Proceeds—For develop-
ment and expansion of agricultural, industrial and com-
mercial enterprises in Israel, Underwriter—None,
Anderson Electric Corp.
Dec. 23 -(letter of notification) 14,700 shares of class B
common stock (par $1). Price—$12 per share. Proceeds
—To go to selling stockholders, Office — 700 N. 44th
Street, Birmingham, ‘Ala. Underwriters «— Cruttenden,
Podesta & Co., Chicago, Ill.; and Odess, Martin & Herz-
berg, Inc., Birmingham, Ala. '
Anita Cobre U. S. A., Inc., Phoenix, Ariz.
Sept. 30 filed 85,000 shares of common stock. Price—At
par ($3.75 per share). Proceeds—For investment in sub-
and working capital, Underwriter—Selected Se-
eurities, Inc., Phoenix, Ariz, )
® Apach_e Oil Corp., Minneapolis, Minn. -
Ju}y 28 filed 94,766 shares of common stock (par $2.50
.being offered for subscription by stockholders at the rate
of one new share for each four shares held on Aug. 15,
1958. Rights to expire on Sept. 4. Price-—$8.75 per share.
Proceeds —For working capital. Underwriter — Piper,
Jaffray & Hopwood, Minneapolis, Minn.
' Arden Farms Co., Los Angeles, Calif.
June 4 filed 172,162 shares of common stock (par $1)
being offered for subscription by holders of outstand-
ing common stock at the rate of one new share for each
five shares held on July 7, 1958; rights to expire about
Sept. 22, 1958, Price—$14 per share, Proceeds—To pay
off an equivalent portion of the company’s current bank
.loans which, at May 15, 1958, amounted to $8,450,000.
Underwriter—None. Statement effective July 7.
- | Associated Grocers, Inc., Seattle, Wash.
June 30 filed 4,788 shares of common capital stock (par
$50) and $1,500,000 of 5% subordinated registered deben-
“ture notes, second series, and $606,000 of 5% coupon
:::gg;tg;bentfgres. "lro b; offered to members of the
i roceeds — For wor i -
. orking capital. Under
- Bankers Fidelity Life Insurance Co.
Feb. 28 filed 258,740 shares of common stock (par $1),
of which 125,000 shares are to be offered publicly and
133,740 shares to employees pursuant to stock purchase
:g:,i:g.s‘.onl’rlgz—'lgg public, $6 tper share, ‘Proceeds—For
a other corporate purposes. Office -~ At-
ianta. Ga Underwriter—-r%one. ek N :
® Bankers Management Corp. (9/26) ‘
- Feb. 10 filed 400,000 shares of common stock (par- 2
eents.) Price—$1 per share. Proceeds—To reduce out-
standing indebtedness and for working capital. Office—
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Houston, Texas, Underwriter — McDbnald, Holman &
Co., Inc., New York.

Bankers Southern, Inc.
April 14 filed 8,934 shares'of common stock. Price—At
par ($100 per share). Proceeds—For general corporate
purposes. - Underwriter — Bankers Bond Co., Louis-
ville, Ky.

% Borg-Warner Corp., Chic;go, 1] 5

Aug. 26 filed 600,000 shares of common stock to be of- .

fered under and pursuant to the corporation’s restricted
stock option plan for key employees.

® Budget Finance Plan (9/8-12) 4

June 10 filed 132,000 shares of 6% serial preferred stock
($10 'par). Price—To be supplied by amendment. Pro-
ceeds—To be used in conjunction with proposed merger
of company and Signature Loan Co., Inc. Underwriter—
Shearson, Hammill & Co., New York.

Cador Production Corp., Far Hills, N. J.

Aug. 7 filed 1,003,794 shares of class ‘A stock {par $1) -

and 154,569 shares of class B stock (par 60 cents), the
class A shares to be issued in exchange for oil and/or
gas properties and the class B shares to be issued as com-
missions. Underwriter—Cador, Inc., Far Hills, N. J.

Cal Ray Bakeries Inc.

Aug. 12 (letter of notification) 42,800 shares of common’

stock (par $1). Price — $7 per share. Proceeds — For
working capital, Office—239 North Howard St., Glen-
dale, Calif. Underwriter—J. A. Hogle & Co., Salt Lake
City, Utah. P

Calidyne Co., Inc., Winchester, Mass..

June 4 filed 230,875 shares of common stock (par $1)
These shares' are issuable upon conversion: of an -ag-
gregate principal amount of $923,500 of 10-year 3% con-
vertible subordinated income notes of ‘the Calidyne Co.
a limited partnership, which notes were assumed by the
company Dec. 31, 1957. The notes are convertible at
any time after July 1, 1958, until the maturity or prior
redemption of the notes at a conversion price of $4 per
share. Underwriter—None. :

Campbell Chibougamau Mines Ltd.
March 10 filed 606,667 shares of capital stock (par $1)
of which 506,667 were issued in connection with the ac-
quisition of all the assets of Yorcan Exploration Ltd

(latter proposes to distribute said shares ratably to its

stockholders of record Dec. 16, 1957). The remaining
100,000 shares are to be sold for the account of the Estate
of A. M. Collings Henderson on the-American and To-
ronto Stoclkk Exchanges. Price—At market. Proceeds—
To selling stockholders. Office—Toronto, Canada. Un
derwriter—None,

'—$16 per share,

“ceeds—To selling stoclkholders.

% INDICATES ADDITIONS -
. SINCE PREVIOUS ISSUE .
® ITEMS REVISED

¢ Canada Dry Corp. g '
Aug. 6 filed 392,611 shares of common stock (par $1.662%)
being . offered for subscription by common stockholders
of record Aug. 26, 1958 ot the basis of one new share for
each five shares held; rights-to expire on Sept. 11.Pri¢e
Proceeds — For repayment -of bank
loans, to purchase and install' imachinery, and for work-
ing capital. Underwriters—Eastman Dillon, Union Se-
curities. & Co.; Hornblower & Weeks, and Winslow,
Cohu & Stetson, all of New York. ; o
Carrtone Laboratories, Inc., Metairie 3
(New Orleans), La. . p :
July 2 filed 600,000 -shares-of common stock (par 10
cents).  Price—3$5 per share.- Proceeds—For expansion,

-working ‘capital 'and other corporate- purposes. Under-

writer—None. -

Central Oils Inc., Seattle, Wash.
July 30 filed 1,000,000 shares of common stock. Price—
At par (10 cents peyr share). ' Proceeds — For drilling
costs. Underwriter—None. Offering to be made through
A. R: Morris and H. C. Evans, President and Vice-Presi-
dent, respectively, on a best-efforts basis.. Office—4112
Arcade Building, Seatlle, Wash. 3 Lo

% Champion Spark Plug Co. (9/9-10) !
Aug. 21 {filed 827,406 chares of common ‘stock (par
$1.662%). Price—To be’ supplied by -amendment. - Pro-
Underwriters — Horn-
blower & Weeks; Glore, Forgan & Co. and Merrill Lynch,
Pierce, Fenner & Smith, all of New York. ’ z

® Cinemark Ii Produé!iéns, Inc.. (9/185) .
June 30 (letter of motification) 300,000 shares'of common

stock (par 10 cents). Price—$1 per share. :Proceeds— -

For working capital.” Office — 937 Acequia®™Madre Rd.,

Santa Fe, N. M. Underwriter—Watson & .Co.. Santa: Fe,

N. M. ;

% Cleveland Electric IHuminating Co. .

Aug. 27 filed 200,000 shares of common stock to be of-
fered pursuant to the company’s émployee' stock option
plan. y -

% Clute Corp. - .

Aug. 21 (letter of notification) 300,000 shares of common
stock (par one cent). Price—$1 per share. Proceeds—To
pay additional costs of construction; and for retirement
of obligations and working capital. Office — ¢/o John
Harlan Lowell, 2200 Kenton, Aurora, Colo.. Underwriter
—Lowell, Murphy: & Co., Inc., Denver, Colo.- \

Columbia & Rensselaer Teléphone Corp.
Aug.- 4 (letter of nolification) 2,860 shares of common
stock- (no:par) to be offered for subscription. by stock~-
holders at the rate of one new share for each 2.572 shares
held. Priee—$60 per share. Proceeds—For .construction

NEW ISSUE CALENDAR

September 4 (Thursday)

North Carolina Natural Gas Corp...Debs. & Com.
(Kidder, Peabody & Co.) $8,580,000 -

September .8 (Monday)
Budget Finance Plan
: (8hearson, Hammill & Co.) §1,320,000
Sears Roebuck & Co Debentures

(Goldman, Sachs & Co.; Halsey, Stuart & Co., Inc. and
Lehman Brothers) $350,000,000

September 9 (Tuesdayj

Champion Spark Plug Co 0
(Hornblower & Weeks; Glore, Forgan & Co.; Merrill Lynch,
Pierce, Fenner & Smith). 827,400 shares

Utah Power & Light Co.
(Bids noon EDT) $20,000,000

September 10 (Wednesday)

Pacific Automation Products Inc
(William R. Staats & Co.) 125,000 shares

South Carolina Electric & Gas Co
(Bids 11 a.n. EDT) $10,000,000 .
Stevens Markets Ine : Preferred
(R. 8. Dickson & Co., Inc.) $1,166,050,
Texas Eastern Transmission Corp
(Dillon, Read & Co: Inc.) $35,000,000 .

Washington Natural Gas Co
(Dean Witter & Co.) 100,000 shares

Preferred

September 11 (Thursday) - = - -
Western Development Co Lai Debentures
(W. C. Langley & Co.) $3,500,000 v
September 12 (Friday) -
Tropical Gas Co., ¢ Preferred
, (Offering to stockholders—underwritteri by
Glore, Forgan & Co.) $2,554,400
September 15 (Monday)

Cinemark II Productions, Inc :
. (Watson & Co.) $300,000

Moore-McCormack Lines, Incicoo_:____.__._Bonds
(Kuhn, Loeb & Co. and Lehman Brothers) $24,000,000 °

Rassco Financial Corp ; Debentures
(Rassco Israel Corp.} 31,009,000 s i s
September 16  (Tuesday) .

Suburban. Gas. Service InCo-—co_.... <-e-.Common
(Kidder, Peihody & Co.) 100,000 chares

September 17 (Wednesday) = =’
Public Service Co. of Indiana, Tnc._-.___Preferred .
(Blyth &-Co.; Ine.+ $24,282,600 )
September 18 (Thursday)
Arﬁer"icar:-South African Investment Co.,

+Dillon, Read & Co. Inc.), $28,000,000
September 23 (Tuesday)
Consumers Power Co ;
(Bids 11 a.m. EDT) 535,000,000

September 24 (,Wednesday‘-i.

Consumers Power CoO..________._._.. _-;Prefefred:
(Mcrgan Stanley & Co:) $15,000 000
September 26 (Friday) = -
Bankers Management . Coio___._ %
" (McDonald, Holman & Co., I.nc.)
September 29 (Monday)
Florida Steel Corp
¢ (Kidder, Peabody & Co.y 74,925 sharv_;
. September 30 (Tuesday)
Mountain States Telephone & ‘Telegraph-

€0 scisisusalonnlts : -.Common
(Offering. to stockholders—no -underwriting) . $70,096,100

Southwestern” Bell Telephore "Co.._.._Debentures:
f (Bids to be invited) $110,000,000 . .

, October 1 (Wednesday) - -
National Fuel Gas Co.._ .= teinz.Debentures
© (Bids.11:30 a.m. EDT) $25,000,000 =

October. 7 (Tuesday)
Madison Gas & Electri¢ Co._-__Z_._.__.___._

*__(Bids to be invited) 11,000,000 - -
October 21 (Tuesday) ;
& Stiburban Bell Telephone Co.._Debs.

(Bids to be received) $25,000.000 5

November 6. (Thursday)

Indiana & Michigan ‘Electri¢ Co
: . (Bids 11 a.n. EST) $20,000,000

Cincinnati

. November 18 (Tuesday).. -

Pacific Telephone & Telegraph Co.....Debentures
(Bids to be invited) $£80,000,000
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of new telephene plant. Office—19 Railroad Avenue,
Chatham, N. Y, Underwriter—None. - .

. .Commerce Qil Refining Corp. .. ..

Dec. 16 fited: $25,000,000, of first. mortgage bonds ‘due
- Sept. ‘1, 1968; $20,000,00. of. subordinatea debentures due
Oct. 1, 1968 and 3,000,000 shares £ ¢common stock to. be
offered in units as follows: $1,00v of ‘bonds and 48 shares
of stock and:$100 of debentures.»md nine shares of stock
Price—To be supplied by amenw.nent.; Proceeds — T¢
construct refinery. Underwriter—Lehman Brothers, New
York. Offering—Indefinite. 9 ; :

Consolidated Cuban Petroléum Corp.
July 1 filed 419,000 outstanding shares of common ‘stock
(par 20 eents). Price—Relatéd ‘to*the. current market
price on- the-American Stock Exchange. Proceeds—To
selling - stoekholders. Underwriter—None,

Cooperative Grange League Federation
- Exchange, Inc. b ar ;

June 20 filed: $400,000 of 4% subordinated debentures,
10,000 shares-of 4% cumulative- preferred stock (par
$100) and 200,000 shares of common  stock: (par $5).
Price—At par. Proceeds—To be added to working cap-
ital.  Office—Ithaca, N. Y. Underwriter—None,

Counselors Research Fund, Inc., St. Louis, Mo
Feb. 5 filed 100,000 shares of capital stock, (par one
cent). Price—At market, Proceeds—For investment
‘Underwriter — Counselors Research Sales Corp., St
Louis. Robert H. Green is President.

Cuban-Venezuelan Oil Voting Trusts,

z Havana, Cuba "

"March 31 filed 767,838 units of voting trust certificates
-each certificate representing the ownership of one share
of common- stock (par one-half cent) in each of 24
Cuban companies. Price —To be supplied by amend-
ment. - Proceeds—For capital expenditures, exploration
costs and other corporate purposes.: Underwriter—None

Daybreak Uranium, Inc., Opportunity, Wash.
-Jan. 29 filed- 1,156,774 shares ‘of common-stock (par 1(
-cents), of which 630,000 shares are to be-offered. for ac-
‘count of company and 526,774 shares for selling stock-
holders.’ Priee—At market. Proceeds—For -exploration
and drilling-costs and- other- corporate  purposes. Under-
writer—Herrin:Co., Seattle, Wash. . i
® Delhi-Taylor Qil Corp., Dallas, Texas
July 15 filed 575,869 depositary units for the class A
.stock of the Houston Corp., being offered for subscrip-
-tion by the holders of common stock of Delhi-Taylor of

record May 23, 1958 on a 1-for-10 basis (with an over- -

-subscription- privilege). Subscription-warrants will ex-
~pire on Sept. 3. Each depositary unit -will represent
-(a):the beneficial ownership of one share of class A
.stock of the Houston Corp. and (b) an irrevocable option
to purchase- 8,945/10,000ths of one-additional share of
class A stock of Houston during a two-year period com-
mencing on Aug. 15, 1959, or such earlier date as may
be determined. Price—$10,38 per: unit. Underwriters—
Lehman Brothers-and Allen & Co.,-both of New York.
Derson Mines Ltd. ) : : 4

-June 5 filed 350,000 shares of common stock. Price—$1
per share. Proceeds—For new equipment, repayment of
loan, acquisition of properties under: option,- and other
-corporate purposes. - Office—Toronto, . Canada, and-Em-
. porium, Pa.” Underwriter—None. ;

. ® Dixon Chemical & Research, Inc.

~ec, 24 filed: 165,625 shates of common stock (par $1) to
- be offered for subscription by common stockholders at
the rate of-one new share for each four shares held,
Price—To be - supplied by amendruent. Proceeds—For
_-expansion-and general corporate purposes. Office —
. Clifton, N: J' Underwriter—P. W. Brooks & Co., Inc.,
.New York. Offering—Indefinitely postponed. Statement
withdrawn Aug. 25, Other financing may be arranged.

Drinks, Inc.

+July 28 (letter of notification) 200,000 shares of common
stock, (par five cents). Price—$1.50 per share. Proceeds
—TFor werking capital and reducing current indebted-
.ness,  Office—136 East 38th. ‘Street, New York 16, N. Y.
. Underwriter — Capital Reserve Corp., 1346 Connecticut
.Avenue, Washington 6, D, C,

® Electric Power Door Co., Inc.

Aug. 11 (letter of notification) 30,000 shares of class A
common stock (par $5). Price—$6.60 per share. Proceeds
—For general corporate purposes. Office — 2127 East
Lake St., Minneapolis, Minn. Underwriter—Craig-Hal-
lum, Inc,, also of Minneapolis.

® Electronic Supply Co., Los Angeles, Calif.

Aug. 8 (letter of notification) not in excess of $50,000
aggregate value of common stock' (par 50 cents) to be
sold in State of California only. Price—At market (es-
timated at about $12.25 per share). Proceeds—To sell-
ing stockholders. Underwriter—Bateman, Eichler & Co.,
Los Angeles, Calif.

Ethodont Laboratories, Berkeley, Calif.

Feb. 20 filed 300,000 shares of common stock. Price—
At par ($5 per share). Proceeds—To cover operating
expense during the development period of the corpora-
tion. Underwriter—None.

Exploration Service Co., Ltd., Far Hills, N. J.
Aug. 11 this company and Amkirk Petroleum Corp.
(latter of Fort Worth, Texas) filed $400,000 of working
’interests (nen-producing in Sinu Valley Project), 10 be
offered for sale in $12,500 units (of which $8,000 is pay-
able in cash and $4,500 is to be represented by promis-
sory notes). Proceeds—Exploration Service Co. to ac-
quire 80% interest in a certain concession from Amkirk
and for exploration program. Underwriter—Cador, Inc.,
Far Hills, N. J.

Federal Commercial Corp.
Mav 21 fletter nf nntification) 300,000 shares of common
stock - (par 10 cents). Price—50 cents per share. Pro-

ceeds—To make- loans, etc. Office — 80 Wall St., New
York, N. Y. : Underwriter—Dumont Securities Corp., New
York, N. Y.
Fields’ Louisiana Corp., Baton Rouge, La.

July 31 filed 400 shares of common stock (no par) $500,-
000 of 6% debenture bonds and $50,000 of promissory
notes to be offered in units of four shares of stock, $5,000
of bonds and $500 of notes. Price—$7,500 per unit. Pro-
ceeds—To take over a contract to purchase the Belle-
mont Motor Hotel in Baton Rouge; for equipment; and
working- capital. - Underwriter—None.

First Backers Co., inc., Clitton, N. J.
April ‘7 filed $1,000,000 of 12% notes, payable nine
months ‘after date of issue in units of $100 or in mul-
tiples thereof. Price—100% of principal amount. Pro-
ceeds—To be used solely for purchase of notes and other
indebtedness issued in payment for improvements on
homes and secured by mortgages or other liens upon the
improved properties. Underwriter—None,

Florida National Development Corp.
Aug. 7 (letter of notification) 300,000 shares of common
stock. (par one cent). Price—$1 per share. Proceeds—
For development. of land, promotion and sale of existing
properties, payment of mortgage and working  capital.
Office—438 Mercantile Bank Bldg., Miami Beach, Fla.
Underwriters — James Anthony Securities Corp., New
13\(101‘;'{; and Schwerin, Stone & Co., Great Neck, L. I.,

Forest Laboratories, Inc.
March 26 filed 150,000 shares of capital stock (par 10
cents). Price—$2.50 per share. Proceeds—For sales pro
motion of company’s products, working capital, addi-
tional inventory and accounts receivable, for research

.and development and for other general corporate pur

poses. Office—Brooklyn, N. Y. Underwriters—Statement
to be amended.
Fort Pierce Port & Terminal Co.

May 23-filed 2,138,500 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—To
pay some $174,000 of outstanding indebtedness and to
complete phase one of the port development plan, at a
cost .of $1,425,248, and the balance will be added to
working capital. Office—Fort Pierce, Fla. Underwriter
—Atwill & Co.. Inc., of Miami Beach, Fla., on' a best
efforts basis. Stop order proceedings have been in-
stituted by SEC.

Fred Astaire Dance Studios (Metropolitan New
York), Inc.
Aug. 7 (letter of notification) 299,940 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—For
constructing and furnishing new dance studios. Office—
487 Park Ave. New York, N. Y, Underwriter—Willis
E. Burnside & Co., Inc., New York, N. Y,

Fremont Valley Inn - ,
Aug. 6 (letter of notification) 300,000 shares of common
stock.- Price—At par ($1 per share).Proceeds—To erect
and operate an activities building, comprising a restau-
rant, cocktail lounge and coffee shop. Office—3938 Wil-
shire Blvd., Los Angeles, Calif. Underwritér—Oscar G.
Werner & Co., Pasadena, Calif.

General Aniline & ¢#1m Corp., New York
Jan. 14, 1957 filed 426,988 shares of common A stock (no
par) and 1,537,500 shares of common B stock (par $1)
Proceeds—To the Attorney General of the United States
Underwriter—To be determined by competitive bidding
Probable bidders: Blyth & Co., Inc., and The First Bos-
ton Corp., (jointly); Kuhn, Loeb & Co.; Lehman
Brothers, and Glore, Forgan & Co. (jointly), Bids—Had
been scheduled to be received up to 3:45 p.m. (EDT) on
May 13 at Room 654, 101 Indiana Ave., N. W., Washing-
ton 25, D. C,, but bidding has been postponed.

General Devices, Inc., Princeton, N. J.

March 31 (letter of notification) 40,000 shares of com-
mon stock (par $1) to be offered for subscription by
stockholders at the rate of approximately 18.5 shares
for each 100 shares held about April 15; unsubscribed
shares to public. Price—$3.50 per share. Proceeds—For
exrx‘}ansion, equipment and working capital. Underwriter
—None.

% Genung’s, Inc., Mount Vernon, N. Y. '
Aug. 27 filed 164,000 shares of common stock, the amount
of the offering to be reduced by the number of shares
issued since May 31, 1958 through the exercise of stock
purchase warrants to and including Sept. 2, 1958. Price—
To be supplied by amendment. Proceeds — To repay
bank loans and for working capital. Underwriter—G. H.
Walker & Co., New York.

~ Georgia Casuailty & Surety Co., Atlanta, Ga.
May 6 filed 450,000 shares of common stock (par $1)
Price—$6 per share. Proceeds — For general corporste
purposes. T'nderwriter—Buckley Enterprises, Inc.
Glassheat Corp.
Feb. 12 (letter of notification) 150,000 shares of class A
common stock (par 10 cents). Price—$2 per share Pre-
seeds—For general corporate purposes. Office—] ¥
385th Street, New York 16, N Y Underwriter—James
Anthony Securities C~rn 37 Wall St New York 5, N Y
Great American Realty Corp., N. Y.
Aug. 18 filed 484,000 shares of class A stock (par 10
cents). Of this stock, the company proposes to offer
400,000 shares and certain selling stockholders "40,000
shares, the remaining 44,000 shares,_being subject to
option to be offered for the account of the underwriters.
Price—To be supplied by amendment. Proceeds—For
working capital and other corporate purposes. Under-
writers—Joseph Mandell Co. and Louis L. Rogers Co.,
both of New York, on a best efforts basis,
Great Northern Life Insurance Co.
Aug. 12 (letter of notification) 31,011 shares of com-
mon stock (par $1) to be offered to stockholders on the
basis of one new share for each seven shares held; war-
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rants to expire Sept. 20, 1958, Unsubscribed shares to. be
offered to stockholders until Oct. 20, 1958; then to pub-
lic. Price—$3 per share. Proceeds—For general:funds
to be used for expansion. Office—119 W. Rudisill Blve.,
Fort Wayne, Ind. - Underwriter—Northwestern . Invest-
ment Inc., 502 Gettle Bldg., Fort Wayne, Ind. 4
Guardian insurance Corp., Baltimore, Md.. ‘
Aug. 16, 1957, filed 300,000 shares of common: stock, of
which 200,000 shares are to be publicly offered and the
remaining 100,000 shares reserved for issuance upon ex-
ercise of warrants which are to be sold at 25 cents per
warrant to organizers, ' incorporators,. management,
and/or directors. Price—$10 per share. .Proceeds—For.

. working capital and general corporate purposes, Under-

writer—None.

® Gulf States Utilities Co. {
Aug. 14 filed $17,000,000 of first mortgage bonds,. series
A, due 1988. Proceeds—Together with cash on hand, -to
redeem and retire $17,000,000 principal amount of 4%%
first mortgage bonds due 1987. Underwriter—To be de-
termined- by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Lehman Brothers; Merrill
Lynch, Pierce, Fenner & Smith and White, Wel& & Co.
(jointly); Stone & Webster Securities Corp.; and- Salg-
mon Bros. & Hutzler and Eastman Dillon, Union ‘Se=
curities- & Co. (jointly). Bids—Had been expected to be
received on Sept. 15, but will be indefinitely postponed,

Hoagland & Dodge Drilling Co., Inc. )

June 12 filed 27,000 shares of capital stock. Price—$10
per share. Proceeds—To be used in part for the ex~
ploration of mines and development and operation of
mines and in payment of indebtedness. Office—Tucson,
Ariz. Underwriter—None,

Houston Corp. y
July 3 filed 818,333 shares of common stock (par $1) and ..
575,869 shares of class A stock. (par $1) being offered to
holders of outstanding common,. on the basis. of 1.51
times for each share of common stock held and approxi=
mately 1.5 shares of class A stock for each 381,273 class A
share held as of Aug, 19. (The right to subscribe with
respect to 133,850 outstanding class A shares has beenm
waived. The offer to common stockholders expired on
Aug. 26, and to class A stockholders will expire on
Sept. 2. Price—$10 per share. Proceeds—For expansion
and working capital. Underwriter—None.

% Idaho Manufacturing Co., Inc. /
Aug. 22 (letter of notification) 2,000 shares of class A
and 2,000 shares of class B stock to be offered-first to
stockholders. Price—$15 per share for class A and $100
per share for class B stock. Proceeds—For expenses of
setting up production and distribution; manufacturing
and operating expenses and for operating capital, Offiee
—210 North 30th, P. O. Box 5070, Boise, Ida. Underwriter
~—First Idaho Corp., Boise, Ida. :
% Imperial Packing Corp., Anaheim, Calif.

Aug. 21 (letter of notification). 290,000 shares of common
stock. Price—At par ($1 per share). Proceeds—For ex-
penses in the production of citrus juices and by-products
and working capital. Underwriter—Simmons & Co., New
York, N. Y,

Industrial Minerals Corp., Washington, D. C. -
July 24 filed 600,000 shares of common stoek (par one
cent). Price—$1 per share. Proceeds—To develop and
operate graphite and mica properties in: Alabama. Umne
derwriters—Dearborn & Co. and Carr-Rigdom & Ceg.,
both of Washington, D, C., on a best effoyts basis,

Industro Transistor Corp. (N. Y.)

Feb. 28 filed 150,000 shares of common stock (par 10
cents). Price—To be related to the market price. Preo-
seeds—For working capital and to enlarge research and
fevelopment department, Underwriter — S, D. Fuller &
Co., New York Offering—Being held in abeyance.
% Institutional Income Fund, Inc., New York i
Aug. 19 filed (by amendment) an additional 3,000,000
shares of common stock (par one cent), Price—At mar-
ket. Proceeds—For investment. ¢

Insured Accounts Fund, inc., Boston, Mass.
May 12 filed 5,000 shares of eommon stock. Price—$5,000
per share. Proceeds—For investment, Bugjness—To in=
vest primarily in share accounts insured by the Federal
8avings and Loan Insurance Corp., in savings and loan
associations throughout the country. Underwriter—None.
Ben H. Hazen is President.

International Opportunity Life Insurance Co..
June 2 filed 5,000,000 shares of common stock (par $1).
Price—$5 per share. Proceeds—For working capital and
other corporate purposes. Office—Denver, Colo. Under-
writer—Columbine Securities Corp., Denver, Colo.

Investors Realty Mortgage & Financial Corp.
July 24 filed  $250,000 of investors income certificates
(6% 10-year maturities) and 125,000 shares of class A
common stock. Price—The certificates will be offered in
various denominations at 100% per certificate, and the
class A common stock at $2 per share. Proceeds—For
the purpose of owning, buying and selling, and other-
wise dealing in real estate, or matters pertaining to real
estate and the improvement thereof, in the areas in
which the company will operate. Office—Aiken, S. C.
‘Tnderwriter—None.

% J. E. Plastics Manufacturing Corp.

i

“July 28 (letter of notification) 39,852 shares of common

stock (par 10 cents) of which 38,750 shares will be spld
publicly. Price—$2.1215 per share. Proceeds—To selling
stockholder. Underwriter—John R. Boland & Co., Inc.,
30 Broad St., New York, N. Y.
Jacksonville Capri Associates Ltd.,
Jacksonville, Fla. .
July 23 filed $325,000 of limited partnership interests.
Price—$5,000 per unit. Proceeds—For the purpose' of
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@cquiring and operating the Capri Motel in Jacksonville,
«'la. Underwriter—None. -

4 Johnston Mutual Fund, Inc., New York

Avg. 20 filed (by amendment) an additional 200,000
whares of capital stock (par $1). Price—At market, Pro-
weeds—Tor investment.

® Xalvar Corp., New Orleans, La.

July 28 (letter of notification) 15,000 shares of common
stock (par two cents) being offered for subscription by
common stockholders oi record Aug. 8, 1958 on the
Pasis of one new share for each five shares held; rights
<0 exnire on Sept. 3, 1958. Price—S20 per share. Pro-
weeds—To retire bank loans, to invest in fixed assets and
¥or working capital. Office—909 South Broad St., New
Orleans 25, La. Underwriter—Howard, Weil, Labouisse,
*wriedrichs & Co., New Orleans, La,

0 Keystone Custodian Funds, Inc. .

;Aug. 7 tiled (by amendment) 1,250,000 shares of Key-
stone tax Exempt Bond Fund. Price — $20 per share.
Proceeds -—- For investment. Underwriter — Lehman
Brothers, New York. Offering-—Has been cancelled.

Laclede Gas Co. :
June 18 filed $10,000.000 of first mortgage bonds due
%023, Proceeds—To refund 478% first mortgage bonds
sue 1932, Underwriter—To be détermined by competi-
Cive bidding. Probable bidders: Halsey, Stuart & Co
#nc.: The First Boston Corp.: Blyth & Co, Inc.; l.,ehman
Brothers, Merrill Lynch, Pierce, Fenner & Smith and
&Keinholdt & Gardner (jointly); Eastman Dillon, Union
Securities & Co.; Stone & Webster Securities Corp. - Bida
—Had beern expected to be received up to 11 am. (EDT)
wn July 8, but offering has been vostponed indefinitely
% La¥e Shore Industries, Inc.
Aug. 14 (letter of notilication) 24,000 shares of common
wtock (no par). These shaves are offered in connection
with an amended plant of reorganization approved by
{he Fecderal District Court of the Northern District of
©Ohio, Tastern District. Price—$12.50 per share, Proceeds
—1T'o pay oft ereditors and for working capital, etc. Office
«:534 Film Bldg.. 2108 Payne Ave., N. W, Cleveland.
0lio. Underwriter—None.
Leader-Cleveland Reatty Associates, N. Y.
Tuly 16 filed $1.280.000 of participations in partuership
duterests, Price—$10.000 per participation.' Proceeds—
ifo purchase the Leader Building in Cleveland, Ohio
“Underwriter—Nore. -
Life Insurance Securities Corp.
#izrch 28 filed 1,000.000 shares of capital stock (par $1)
“Price—35 per share. Proceeds—To acquire stock control
3¢ “voung, aggressive and expanhding life and other in-
surance companies and -related companies and then to
sperate such companies as subsidiaries.” Underwriter—
~First Maire Corp., Portland, Me.
Longren Aircraft Co., Inc.
June 18 (letter of nectification) 34,000 shares of common
gtock (var $1j. Price—From 80 ceints to $1.40 per share
teroceeds—To go 1o selling stockhbolders. Office—24751
Crenshaw  Blyd., Torrance, Calif.. Underwriter—Daniel
#eeves ‘& Co., Beverly Hills, Calif.
Lord Elgin Hotel Corp., N.'Y. C.
WJuly 29 filed $1,655,000 limited partnership interests in
-his company. Price—8$5.000 per unit. Proceeds—To pur-
chase hotel. Underwriter—Tenney Associates, Inc., New
York.
Magna Investment & Development Corp.
*May 26 filed 56,000 shares of common stock and $500,000
»f 6% convertible debentures. Price~For debentures, at
spar (in $1:000 wnits); and for common stock, $4.50 per
ahare. Proceeds—For contractual obligations, for work-
dng capital. and other general corporate purposes. Busi-
.quess — To engage primarily in the development and
aperation of various properties, including shopping cen-
ters. Office—Salt Lake City, Utah.: Underwriter—J. A
Hogle & Co.. Salt Lzke City. Utah. Offering—Expected
An September. '
Mairs &gPower Fund, Inc., St. Paul, Minn.
Avgz 6 filed 40,000 shares of common stock. Price—At
snzrket. Proceeds—For investment. Office—1002 Fiist
National Bank Bldg.. St. Paul. Minn.
Martin Co., Baitimore, Md.
Jure 11 fiied $25.0¢0.000 of sinking fund debentures. due
July 1. 1978, Proceeds — Working capital and general
worporate purposes. Price—To be supplied by amend-
~went. Underwriter—Smith, Barney & Co.. N. Y. Offer-
Ing, which was expected on July 2. has been postponed
(ssue to remain in registration
% Mason Mortgage & Investment Corp.,
; Washington, D. C. .
CANZs 20 filed 86.000.000 of warranty and repurchase
ents and 5,000 shaves of cumulative preferred
» :b‘q divicdend seties, the latter shares to be otfere
-prineipalls to holders of whole mortgage notes and 1c-
Jated arranty agreements, although the compauy re
cgerves the right to offer such stock to others. Price
,'I‘:(v' preferrad stock, at par (8200 per share). Proceeds
To be used principally for the purchase of additional
morizage rotes for cesale to others, Underwriter—Nonc.
Mayfair Markets
Merch 24 (letter of notification) 5.000 shares of 6%
arnulative preferred stock (par $50) and 5,000 shares
,»t common stock (par $1) to be offered in units of one
sbare of preferred and one share of common stock  Price
=$60 per unrit.- Preceeds—For working capital. Office—
1‘353 Bardini Blvd.. Los Angeles: Calif Underwriter—
_Noze. . LA
R 2 Middle States Telephone Co. of lllinois
Avz Sg‘ fietter of notification) 12606 shares of common
-FOES DaT 310, to de offered for subscription by stock-
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holders of record Aug. 25, 1958 on the basis of one new
thare for each 121, shares held. Price—To yield a maxi-
mum not to exceed $300,000. Proceeds — To discharge
short term loans and for working capital. Office — 416
Margaret St., Pekin, 11l. Underwriter—None.

Mid-West Durex Co., Kansas City, Mo.
July 14 filed 725,000 shares of common stock (par $1).
Price—S2 per share. Proceeds—For construction of plant
and for working capital. Underwriter—Investment Sales,
fnc., 532 E. Alameda Ave., Denver 9, Colo.

% Midwest No-Joint Concrete Pipe Co.

Aug. 22 (letteir of notification) 60,600 shares of common
stock (par $1). Price—$5 per share. Proceeds—For work-
ing capital. Address—P. O. Box 550, Rocky Ford, Colo.
Underwriter—IAI Securities Corp., Englewood, Colo.

Milgo Electronic Corp.

Auz. € (letter oi notification) 10.000 shares of common
stock (par S1} to be offered for subseription by present
stockholders on the basis of one share for each 8.8 shares
swned of record date. Rights  expire in Seplember.
Price—$24 per share to stockholders; $:6 to general
public. . Proceeds—Xor test equipment and working. cap-
jtal, Office—7601 N.. W. 37th Avenue, Miami, Fla. Un-
derwriter—None,

® Montana Power Co.

suly 1. filed $20,000,000-of first mortgage bonds due 1988.
Proceeds — Tcegether with other funds, to be used ‘1o
sepay. $15,5060,000 in bank loans- and to earry on the
sompany’s construction program through 1959. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halsey, Stuart & Co. Ine.; Lehman Bros.:
Merrill Lynch; Pierce, Fenner & Smith, and Stone &
Webster Securities Corp. (jointly); White, Weld & Co.;
gastman Dillon, Union- Securities & €Co.; Kidder Pea-
sody & Co., Smith, Barney & Co. and Blyth & Co., Inc.
(juintly). Bids—Had bcen exvected to be received up
to noon (EDT) on Aug. 26 at Room 2033, Two Rector St..
New York, N. Y.. but company on Aug. 22 again decided
to defer sale pending improvement in market conditions.

Montana Power Co.

fuly 1 filed 100.000 shares of common stock (no par).
The stock will be offered only to bona fide residents
of Montana. Price—To be related to the current market
price on the New York Stock Exchange. Proceeds—To-
gether with other funds, to carry on the company’s con-
struction program through 1959. Manager-Dealers —
Smith, Barney & Co., Kidder, Peabody & Co. and Blyth
& Co., Inc.

‘Mortgages, Inc.

July 28 (letter of notification) 296,750 shares of com- .

mon stock - (par 25 cents). Price—$1 per share. Pro-
ceeds—To be: invested in noles secured by first and
second liens upon properties to be selected by the man-
agement of the company. Office—223A Independence
Building, Colorado Springs, Colo. Underwriter—Copley

& Co.. Coloracdo Springs, Colo. |

Motel Co. of Roanoke, lnc., Roanoke, Va.
Nov. 18, 1957 (letter of notification) 60,000 shares of com-
mon stock (par 40 cents). Price—$5 per share. Proceeds—
For purchase of land, construciion aud working capital
Underwriter—Southeasiern Secuvities Corp., New. York

Metion- Pictare: Investors - Inc.

July 11 filed 200,000 shares of common stock (par $1).
Price=—$10.75 per share. Proceeds—I'or investment. Of-
fice—1000" Power & Light Bldg., Kansas City, Mo. Un-
derwriter—None.

Manicipal ‘lhvestment Trust Fund. Inc. (N ¥
May 9, 1957 filed 5,000 units of undivided interests in
Municipal  Investment Trust Fund; Series' A. Price—At
market, Proeeeds—For investment.. Sponser—Ira- Haupt
& Co., New York,

National Beryl & Mining Corp., Estes Park, Colo.
May 16 (letter of notification) 2,916,000 shares of non-
assessable common stock (par one cent). Price—10 cents
per share. Proceeds—For mining expenses. Underwriter
—Birkenmayer & Co., Denver, Colo. :

National Educators Finance Corp.

June 4 (letter. of notification) 50,000 shares of common
stock. Price—~At par (50 cents per share). Proceeds—
To train and procure persons to implement and carry
yut the projected plan of development and operation
Oftice=—1406 Pesrl St.. Boulder: Colo. Underwriter—
Western Securities Co.. Boulder. Cola.

% Natiorai Fuel Gas Co. (10/1)

“AUg, 22 filed $25,000,000 of sinking fund debentures due

Oct. 1. 1983. Proceed:—To 1efund $15,000,000 outstand-
ing 53¢ sinking fund debentures and to repay bank
loans. Underwriters—To be determined by competitive
bidding. Prohable bidders: Halsey, Stuart & Co. Inc.:
Eastman Dillon, Unicn Securities & Co. and Stone &
Webster Securities Corp. (jointly): White, Weld & Co.;
Harriman Rinley & Co. Inc.: Kuhn, Loeb & Co. and Wer-
theim & Co. (jointly): The First Boston Corp. Bids—
Exnected to be received uo to 11:30 a.m. (EDT) on Oct.
I at Room 2033, Two Rector St., New York 6, N. Y.
® National Gypsum Co.
June 25 filed 298.000 shares of common sfock being
offered in exchange for all but not less than 90% of the
outstanding shares of common stock of American En-
cavstic’ Tiling' Co. Inc., in the ratio*of one share of
National Gypsum common for each 2-4/10ths of Amer-
ican Encaustic common. The acquisition was declared
eifective on Aug. 21.

Nedow Oil Tool Co.

- May & (letter of notification) 150,000 shares of common

stock (par one cent). Price—$2 per share. Proceeds—To
oay loan; to acquire fishing tools for leasing: and for
working capital. Office—931 San Jacinto Bldg.. Houston.
Tex. Underwriter—T. J. Campbell Investment Co.. Inc.
Houston. Tex. '

New England Telephone & Telegraph Co.

July 31 filed $40,000,000 cf 34-year debentures due Sept.
1, 1992. Proceeds — To refund a like amount of 4% %
first mortgage bonds, series B, due May 1, 1961, ‘which
are intended to be redeemed on Nov. 1, 1958. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halscy, Stuart & Co. Inc.; The First Boston
Corp.; Morgan Stanley & Co. Bids—Were to have been
received at Room 2315, 195 Broadway, New York, N. Y.,
up to 11 am. (EDT) on Aug. 26, but company on Aug.
20 decided to postpone refunding program.

North Carolina Natural Gas Corp. (9/4)
July 31 {filed $5,200,000 of subordinated income deben-
tures due Aug. 15, 1983, and 520,000 shares of common
stock (par $2.50) to be offered in units of $20of deben-
tures and two shares of stock. Price—To he supplied by
amendment  (a maximum of $33 per unit). Preceeds —
Together with funds from private placement of $13,-
750,000 of 5% % first. mortgage pipeline konds due June
1, 1979, to be used for construction program and working
capital. Offiee—TFayetteville, N, C. Underwriter—Kid-
der, Feabody & Co., New York.

North.Carolina- Telepiione Co. :
June 19 (letter of notification) 207,143 shares_of cammon
stock .10.be offered to common stockholders at the ratio
of one share for each six shares held. Priee—At par ($1
per share). Proceeds—To pay off cbligations and for
telephone plant construction. Underwriter—None.
% Norten Portland Corp.
Aug. 19 (lettev of notification) 29,265 shares of class B
stock (par $1)  Price—$10 per share. Proceeds—To pay

off oulstanding trade obligations. and loans by stock-
holders and officers; and for additional working capital.
Underwriter—

Offlice—98 Exchange St., Portland, Me.
None,

0: T. C. Enterprises Inc.
March 6 (letter of notification) 23,200. shares of: com-
mon class B stoek (par $1). Price—$5 per share. Pre-
eceds—TIor completion: of plant plans; land; construe-
tiun and operating expenses. Offiee—2512 N. Calvert
St.,. Baltimere .18, Md. ‘Underwriter—Burnett - & Co.,
Sparks, Md. ; :

Ol Inc., Salt'Lake City, Utah:
April 4 filed 597,640 shares of common stock (par $1)
to be offered for subscription by .common stockholders
of record March 24, 1958 at the rate of 114 new shares
for each share then held. Employees may purchase 50,-
100 shares of unsubscribed stock. Price—To stockholders,
$1.75 per share; and to public, $2 per share. ‘Proceeds—
For mining, development and exploration costs, and for

-working capila] and other corporate purposes. Under-

writers—Harrison S. Brothers & Co., and Whitney & Co.,
9oth of Salt Lake City, Utah.

Oil & Mineral Operations, Inc., Tulsa, Okla.
April 14 filed 200,000 shares- of ‘common stock. Price—
$2.50 per share. Proeeeds—For payment of loans, various:
—To acquire and operate mining claims and oi} and- gas
equipment, and a reserve for future operations., Business
properties, Underwriter—Universal Securities Co., En-
terprise Building; Tulsa, Okla.

% Pacemaker: Life Insurance Co., Phoenix, Ariz.
Aug. 22 (letter of notification) 73,185 shares of capital
stock (par $1) to be offered for subscription by holders
of life insurance issued by Pacemaker Insurance Co. and
Pacemaker Life Insurance Co. Price—$3 per share. Pro-
eeeds—To increase capital and surplus accounts. Office—
4415 North 27th Ave., Phoenix, Ariz. Underwriter—None.
®: Pacific. Automation Products Inc. (9/10) -

Aug. 19 filed 125,000 shares of capital stock (par $1).
Price—To be supplied by amendment. Proceeds—To re-
tire ‘bank loaus and for working capital. Offiee—Glen-
dale, Calif. Underwriter—William R. Staats & Co., Los
Angeles, Calif.

Paradox Production Corp., Salt Lake City, Utah
April 18 filed 767,818 shares of common stock (par $1),
of which 100,000 shares are to be offered by the company
in exchange for oil and gas properties and 3,000 for serv-
ices; the remaining 664,818 shares are to be' offered to
the public. Price—To be supplied by amendment. Pre-
ceeds—To selling stockholders. ~ Underwriter—Market-
Securities, Inc., Salt Lake City, Utah. Statement effec-
tive Jime 5.

Peckman Plan Fund, Inc., Pasadena, Calif.

- May 19 filed 20.600. shares of common siock (par $1).

Price—At market. Proceeds—For investment. Under-
writer—Investors Investments: Corp.., Pasadena. Calif, "

Peerless Weighing & Vending Machine Corp.
June 27 (letter of notification) a maximum of 25,000
shares of common stock (par $1) to be offered to minor-
ity stockholder= on the basis of one new share for each
four shares held. Anv unsubscribed shares will be pur-
chased by Rock-Ola Mfg. Corp. Warrants expire 20 days
{from date of is"uance. Price—3$4.25 per share. Proceeds
—TFor working capital. Office—800 N. Kedzie Ave., Chi-
cago 31, I1l. Urderwriter—None.

+ Perdle‘on Investors, Inc., Pendlieton, Ore.
Aug. 11 (letter of notification) 1,600 shares of commonr
stock to be cfiered at par ($100 per share) to investors
who pu-chase any equal number of shares of common
stoek at par ($50 ner share) in Golden Hills Motor Hotel,
Tne., and an alfiliaie. ‘Proeeeds—To be u-cd to purchase
Jand,” make inro ovements and for construction of " a
mo'or hetel. *ddress—P. O. Box 775, Pendlcton, Ore.
Underwriter—None.

® Penrsv.vania’ Power Co.

. Aug: 1 iiled $8.000,000 of first mortgage bonds due 1988.

Proceeds—~To redeem a like amount of 5% first mort-
gage bonds due 1987, Underwriter—To be determined

by competitive bidding. Probable bidders: Halsey; Stuart

o (‘_ﬂ, Tne - Vifme_r‘ Peabody & Co.; White Weld & Co.;
Equitable ‘Securities Corp., and Shields & Co. (jointly);
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Lehman Brothers, Eastman Dillon, Union Securities &
Co., Salomon Bros. & Hutzler and Ladenburg, Thalmann
& Co.: (jointly); Merrill Lynch, Pierce, Fenner & Smith
and -Dean  Witler & Co.' (jointly). Bids — Tentatively
had been expected to ‘be. received up to 11 ‘am. (EDT)
on Aug. 27 but company on Aug. 22 decided to defer
sale pending improvement.in market conditions.

Policy Advancing Corp. g
March 25 (letter of notification) 30,250 shares of com-
mon stock (par $5) to be offered for subscription by
common stocklolders at the rate of one new share for
each share held; unsubscribed shares to be offered to
debenture holders and to others. Price—$8 per share
Proceeds—For working capital. Office—27 Chenango
St., Binghamton, N; Y. Underwriter—None.

Ponce de Leon Trotting Association, Inc.
Aug. 7 filed 40¢,000 shares of common siock (par one
cent). Price—3$1.50 per share. Proceeds—To pay current
liabilities, for new construction and working capital.
Office—Bayard, Fla, Underwriter—Robert L. Ferman
Co., Inc., Miami, Fla.

Potomac Plastic Co.
March 31 (letter of netifitation) $57,500 of 6% subordi-
nated convertible debentures and 57,500 shares of class A

common stock (par one cent) to be offered in units of

‘500 shares of stock and $500 of debentures. ‘Price—$1,000
per unit. - Proceéds —For equipment -and: working cap-
{tal. Office—1550° Rockville Pike, Rockville, Md. Under-
‘writer—Whitney & Co., Inc.. W ashington, D. C.
Prairie Fibreboard Ltd.
Aug. 18 filed 209,993 shares of commcn stock (par $1.50)
to be offered for sate to residents of Canada in the Prov-
inces of Manitoba, Saskatchewan and Alberta and to
- residents of the United States “only in the State of North
Dakota.” Price —$3 per share. Proceeds — For con-
struction purpose. Office —Saskatoon, Saskatchewan,
Canada. Underwriter—Allied Securities Ltd., and United
Securities, Ltd., both of Saskatoon, Canada.
Private Enterprise, Inc.; Wichita, Kansas
May 5 filed 125,000 shares of common steck. Price—$10
per share. -Proceeds — To be used to organize, or re-
.organize and then operate companies in foreign nations,
principally, but not exclusively, in the Far East, Near
,East and Africa, Underwritep—None.

% Public Service ‘Co. of Indiana, Inc. (9/17)
Aug. 27 filed 242,826 shares of cumulative convertible

preferred stock ‘(par $100) to be offered for subscription’

‘by common stockholders of record Sept. 16, 1958 on the
-basis of one preferred share for each 20 common shares
held; rights to expire on Oct. 6, 1958. Price—To be sup-
plied by amendment.- Proceeds—To reduce bank loans.
Underwriter —— Blyth & Co., Inc., New York and San
Francisco.
% Pure Oil Co. y
Aug. 25 filed 250,000 shares of common stock to be of-
fered to officers and key employees of the company
-and/or its subsidiaries pursuant to the company’s incen-
tive stock ownership plan.

‘Rapid-American Corp., New York
June 19 filed $1,504,000 of 7% siaking fund debentures,
due Nov. 15, 1967, ‘together with 105,000 shares of com-
mon stock (par $1).. Preceeds—The debentures are al-
ready . outstanding having been issued in payment of
47,000 shares of common stock of Butler Brothers which
were acquired. by Rapid American from 19 persons,. in-
cluding three directors: of the corporation. The deben-
tures are being registered against the possibility that
they may be sold.by  present owners. Of the 105,000
common shares, 75,000 are issuable under the company’s
Restricted Stock Option Plan for officers and key em-
ployees, and- 30,000 under the Employees’ Stock Pur-
chase Plan. Underwriter—None, !

Rassco Financial Corp. (9/15-19)

June 26 filed $1,000,000 of 15-year 6% series A sinking-

fund debentures due 1973, to be offered in deneminations
of $500 and.$1,000. Price—At par. Proceeds—For work-
.ing capital zmd general corporate purposes. Underwriter
—Rassco Israel Corp., New York; on a “best efforts”
. basis. ’ X
Richwell ‘Petroleum Ltd., Alberta, Canada

June 26 filed 1,998,716 shares of common stock (par $1).
Of this stock, 1,174,716 shares are to be sold on behalf of
‘the company and' 824,000 shares for the account of cer-
tain selling stockholders. The company proposes to offer
the 1,174,716 shares for subscription by its shareholders
at the rate of one new share for each three shares held
(with an oversubseription privilege), The subscription
period- will be for 30 days following issuance of sub-
:scription rights, Price—To be supplied by amendment.
‘Proceeds—To pay off demand note, to pay. other indebt-
edness, and-the balance it any will be added to working
capital, Underwriter— Pacific Securities Ltd., Van-
_couver, Canada.
.7 Riddle Airlines, Inc., Miami, Fla.
‘May 15 filed 750,000 -shares of common stock (par 10
cents). Price—To be supplied by amendment. Proceeds
—For working capital. Underwriter—James H. Price &
€Co,, Inc., of Coral Gables, Fla., for 250,000 shares; balance
on “best efforts” basis.

!Robosenic .National Industries Corp., N. Y.
-June 12 filed 500,000 shares of common stock, class B.
Price—$3 per share. Proceeds—To manufacture on 3
contract basis an automatic telephone answering instru-
.ment; the enlargement of the research and development
facilities of the company; patent and patent applications:;
ublic relations, and for working capital. Underwriter—
None. ; )

Rocky Mountain Quarter Racing Association
:Oct, 31, 1957 (letter of notification) 300,000 shares of
‘common stock. Price—At par ($1 per share). Proceeds
—To repay outstanding indebtedness. Office—Littleton,
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Colo, Underwriter—R. B. Ford Co. Windover Road
Memphis, Tenn. o 4
St. Regis Paper Co.; New York !
July 8 filed .118,746 shares of common stock (par. $5)
being offered in éxchangé forroutstanding ‘shares of capi-
tal stock of Growers. Container Corp., Salinas, Calif., on
the basis of one St. Regis share for 18 shares of stock of
Growers Contairer, The offer expires on Aug, 30. Un-
derwriter—None.
San Diego Imperial Corp., San Diego, Calif.
June 2 filed 70,000 shares of 5% % cumulative convert-
ible preferred stock. Frice — At par ($10 per share)
Proceeds—To retire $550,000 of promissory notes. Under
writer—J, A. Hogle & Co., Salt Lake City, Utah, Offer-
(i\ng-—Postponed indefinitely.
® Sears Roebuck & Co. (9/8-12)
Aug. 20 filed $350,000,000 of sinking fund debentures
due 1983. Proceeds—Tn add $50,000,000 to the capital of
All State Insurance Co., its subsidiary; to retire bank
loans or for working capital for expansion. Under-
writers—Goldman, Sachs & Co.; Halsey, Stuart’ & Co.
Inc. and Lehman Brothers, all of New York,

* Sheridan-Belmont Hotei .Co.

Aug. 19 (letter of notification) $250,000 of 6% convertible
debentures due Sept. 15, 1963 to be offered for subserip-
tion by common stoekholders on a pro rata basis. Price—-
At par. Proceeds—For workiiig capital, Office — 3172
North Sheridan Rd., Chicago 14, Il1l. Underwriter—Nonc,
® Simplicity Pattern Co. Inc., N. Y.

Aug. 15 filed 42,500 shares of common stock (par $1).
Price—At the market or at a price within a range not
less than the bid price and not higher than the asking
price quoted on the New York Stock Exchange at the
time of offering. The shares will also be offered from
time to time on such Exchange at a price within the
foregoing range. Proceeds—To go to Joseph M. Shapiro,
the selling stockholder. Underwriter — Lee Higginson
Corp., New York.

% 16th St. Corp., Washington, D. C. ;

Aug. 19 (letter of notification) 600 shares of class A
common stock (no par). Price—$500 per share. Proceeds
—To obtain title to property, remodeling and redecorat-
ing and for working capital. Office—1020-16th St., N. W,,
Washington, D. C. Underwriter—None. A

South Carolina Electric & Gas Co. (9/10)

Aug. 12 filed $10,000,000 first and refunding mortgage
bonds due 1938, Proceeds—To repay bank loans and for
construction program. Underwriter—To be determined
by competitive bidding. Probable bidders: Halsey, Stuart
& Co. Inc.; Kiddcr, Peabody & Co.; Eastman. Dillon,
Union Securities &  Co.;. The First Boston Corp., and
Lehman Brothers (jointly). Bids—Expected to be re-
ceived up to 11 a.m. (EDT) on Sept. 10.

Southeastern Fidelity Fire Insurance Co.

Aug. 12 (letter of notification) 8,981 shares of common
stock (par $10), of which 2,000 shares are to be offered
to stockholders (rights to expire on Sept, 1), and 6,981
shares to the public (plus any unsubscribed shares).
Price—To stockholders, $20 per share; to the public,
$26 per share. Proceeds—To expand the operations of
the company and to meet the statutory requirements to
enter other States and eventually to add other lines of
insurance. Offiee—197 Auburn Ave., N, E., Atlanta, Ga.
Underwriter—None,

Standard 0Oil Co. of California '
June 4 filed $150,000,000. of sinking fund debentures due
July 1, 1983. Price—To be supplied by amendment. Preo.
ceeds—To refinance a bank obligation of $50,000,000 dur
this year and to provide additional capital for the com-
pany's overall program. Underwriters — Blyth & Co.,
Ine., ‘'and Dean Witter & Co., both of San Francisco,
Calif., and New York, N, Y., Offering—Postponed be-
cause of market conditions.

Standard Oil Co. (New Jersey)

July 31 filed 11,406,078 shares of capital stock (par $7)
heing offered in exchange for Humble Oil & Refining
Co. capital stock at rate of five Standard Oil shares for
each four Humble Oil shares. The offer is expected to
remain open until Oct. 14, 1958. ' Exchange Agent—Mor-
gan Stanley & Co., New York,

% Stanway 0Oil Corp.

Aug. 14 (letter of notification) 300,000 shares of common
stock. Price—At par ($1 per share). Proceeds—For de-
velopment and operation of an oil well. Office — 9151
Sunset Blvd., Los Angeles 46, Calif, Underwriter—U. S,
Corporation Co., Jersey City, N. J,

State Life, Health & Accident Insurance Co.
July 9 (letter of notification) 50,000 shares of common
stock (par $1). Priee—$5 per share., Proceeds—To be
invested ‘in- stocks and bonds and:to_ acquire other .life
insurance companies. Address—P. O;'Box 678, Gulfport,
Miss. Underwriter—Gates, Carter & Co., Gulfport, Miss,
® Stevens Markets Inc., Miami, Fla. (9/10) )
Avg. 14 filed 46,642 shares of cumulative preferred
stock (par $25). Price—To be supplied by amendment.
Business—Opcrates three large supermarkets. Proceeds
—For. expansion, working capital and other corporate
purposes. Underwriter—R. S, Dickson & Co., Charlotte,
N. C.

Strategic Minerals Corp. of America, Dallas, Tex
March 31 filed $2,000,000 of first lien mortgage 6% bonds
and 975,000 shares of common stock (par 10 cents). Price
—For bonds, 95% of princinal amount; and for stock$?
per share. - Proceeds—To erect and operate one or more
chemical processing plants using the Bruce - Williams
Process to beneficiate manganese ores. Underwriter—
Southwest Shares, Inc., Austin, Texas.

Strouse, inc.

July 29 (letter of notification) 26,850 shares of common
stock (par 10 cents) to be issued upon exercise of war-
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rants. Price—S1 per share.” Office—Main & Asfor Sts.,.
ecke & Co, Inc,

Norristown, Pa. Underwriter—H. A. Ri

Philadelphia, Pa, e i
- ‘Suburban-Gas Service lnc. (9:16) - - ... - .4
Aug. 18 filed 100,000 shares 6f common stock (par $1),.
of which 50,000 shares are to be offered by the compaiy
and. 50,000 shzres. by selling stockholders.. Price—To be
supplied by amendinent. Proceeds—Together with otHer
funds, for retirement of bank loan and of obligations
incurred in connection with minor acquisitions and far
the purchase of fixed assets of Redi-Gas Co.: the bal-
ance, if any, will be added to working capital to be
available for general corporate purposes. Office—Up-
land, Calif. Underwriter—Kidder, Peabody & Co., New
York. Lele o .
* Success, Inc. . . ; )
Aug. 21 (letterof notification) 690 shares of common
stock (no par). Price — $55 per share. Proceeds — For
working capital. Business—To purchase, own and oper=-
ate rental income real estate. Offiee—740 Trvington Ave,
Maplewood, N, J." Underwriter—None. !

Tax Exempt Bond Fund, Inc., Washington, D. ‘C.

- June 20, 1957 filed 40,000 shares of common stock (publi¢

offering of 500,000 shares now ‘planned). Price-——$25 per
share. Proceeds—For investment, Underwriter—Equit--
able Securities Corp., Nashville, Tenn. Offering—Held
‘up pending passing of necessary legislation by Congress.
‘% Tennessee Gas Transmission Co. ‘ ’
Aug. 20 filed $50,000,000 of first mortgage pipe liné bonds
due Jan. 1, 1979. Price—To be supplied by amendment.
Proceeds—To repay bank loans and for expansion pro-
gram. Underwriters—Stone & Webster Securities Corp,,
White, Weld & Co., and Halsey, Stuart & Co. Inc., all o#
New York. Offering — Expected during September or
October. ¥

Texas Calgary Co., Abilene, Texas e
April 30 filed 2,000,000 shares of capital stock (par 25
cents). Price—To be supplied by amendment. Proceeds.
—To selling stockholder, Underwriter—Thomson Ker-
naghan & Co., Ltd., Toronto, Canada. To be offered in
Canada only. :
* Texas Eastern Transmission Corp. (9/10)
Aug. 21 filed $35,000,000 of first mortgage pipe line
bonds due Sept. 1, 1978. Price — To be supplied by
amendment, Proceeds—To be used in connection with ;
the construction programs of Texas Eastern and its.sub- .
sidiary Texas Eastern Penn-Jersey Transmission Corp.
Underwriter—Dillon, Read & Co. Inc., New York.

% Thiokol Chemical Corp., Trenton, N. J. i )

Aug, 22 filed 113,500 shares of capital stock (par $1) to
be offered for subscription by stockholders at the rate-
of one new share, for each 12 shares held. Price—To he-
supplied by amendment. Proceeds—To be added to the
company’s general funds and be available for general
corporate purposes, including expansion of facilities:
principally at its Utah Division. Underwriter — To be
supplied by amendment (probably Kidder, Peabody &
Co.),

Thomas Paint Products Co.

May 26 (letter of notification) 1,250 shares of common.
stock (par $10) and $37,500 of 6% serial subordinated.
debentures series 1958, to be offered in units of one

share of stock and $50 ‘principal ‘amount of dehentures

to be offered to stockholders on the basis of one unit for-
each two shares of stock owned (500 of the shares are

being offered to the President of the company). Price—

$60 per unit. Proceeds—For working capital.. Office—

:043 Whitehall St., S. W., Atlanta, Ga. Underwriter—

None, y

Timeplan Finance Corp.

March 25 (letter of notification) 27,272 shares of 70-cen{
cumulative preferred stock (par $5) and 27,272 sharet
-of common stock (par 10 cents) to be offered in unifs
of one share to each class of stock. Price—$11 per untt
Proceeds — For working' capital. Office — 111 E, Malr

“.8t.,,. Morristown, . Tenn. -Underwriter—Valley Securities
:Corp., Morristown, Tenn, Z

“Tip“Top Oil & Gas Co., Salt Lake City, Utah
April 15 filed 220,000 shares of common stock, of whick

-200,000 shares are to-be publicly offered. Price—$5 pes

share. Proceeds—To drill two new wells and for general
.corporate purposes. Underwriter — Andersen-Randolpk
& Co., Inc., Salt Lake City, Utah. : . )
Trans-America Uranium Mining Corp. -
Nov. 6, 1957 filed 3,000,000 shares of common stock (par
one mill). Price—25 cents per share, Proceeds—For lanc.
acquisition, exploratory work, working capital, reserves
and other corporate purposes. Underwriter—None, Al
fred E. Owens of Waterloo. Ia., is President. s

Trans-Eastern Petroleum Ine. -

Feb. 27 (letter of notification) 7,500 shares of commor
stock (par $1) to be offered pro-rata to stockholders on
the basis of one new share for 10 shares owncd. Priee
—$4 per ‘share.  Preceeds—For drilling for oil -and gas
Offiee—203 N. Main Street, Coudersport, Pa. Under-
writer—None, :

Treasure Hunters, Inc., Washington, D. C. .
Aug. 14 filed 1,946,499 shares of common stock (par one
cent). Price—$1 per share, Proceeds—For research pro-
gram, exploration, and it is hoped, recovery of buried
and sunken treasure and exploitation ‘of lost mines and
other mineral deposits. Underwriter—None,

Tricon, Inc. ;
Aug. 8 (letter of notification). 150,000 shares of common
stock (par $1). Price—$2 per share. Proceeds—To pay
expenses and cost of plant option; for first year’s pay-
ment on instalment purchase contract for land and im-
‘provements; for construction of plant, tools. and equip-
ment; advertising and working capital. Office — 540
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Steamboat Rd., Greenwich, Conn. Underwriter—Sano &
Co., New York, N. Y. )
Triton Corp., Newark, N. J.

Aug. 1 filed $1,600,000 of 5% debentures due 1973, 4,000
shares of 6% preferred stock (par $100) and 48,000
shares of common stock (par $1) to be offered in units
of $8,000 of debentures, 20 shares of preferred stock and
240 shares of common stock. Price—$10,240 per unit.
Proceeds—To acquire, own and operate interests in pro-
dacing oil and gas properties. Underwriter—None, Of-
fice—11 Commerce Sireet, Newark, N. J. Timothy H.
Dunn is President,

% Tropical Gas Co., Inc., Miami, Fla. (9/12)

Aug. 22 filed 25,544 shares of convertible preferred stock
(par $100) to be offered for subscription by common
stockholders of record about Sept. 12, 1958, at the rate
of one preferred share for each 27 shares held; rights to
expire about Sept. 25. Price—To be supplied by amend-
ment. Proceeds—To acquire the capital stock of South-
eastern Natural Gas Corp., for payment of the company’s
‘outstanding short-term bank loans and short-term notes
payable to suppliers, to the repurchase of notes receiv-
able currently discounted, and the ‘balance for general
‘torporate purposes. Underwriter—Glore, Forgan & Co.,
New York.

Tungsten Mountain Mining Co.
Aug. 11 (letter of notification) 100,000 shares of com-
mon stock (par $1). Price—$1.50 per share. Proceeds—
To extinguish present indebtedness, increase reserve for
contingencies and working capital. Office—511 Securi-
ties Bldg., Seattle 1, Wash, Underwriter—H. P. Pratt
& Co., 807 Hoge Bldg., Seattle 4, Wash.

Twentieth Century Investors, Inc., Kansas City,

‘Mo.

‘June 20 filed % 000,000 shares of common stock (par $1).
Price—At maret. Proceeds—For investment. Under-
writer—Stowers & Co., Kansas City, Mo.

Twentieth Century Investors ‘Plan, Kansas City,

Mo. i

June 20 filed '$10,000,000 of plans for the accumulation
of shares of Twentieth Century Investors, Inc, Price—Aj
market. Proceeds — For investment. Underwriter—
Stowers & Co., Kansas City, Mo.
% Unified Funds, Inc., Indianapolis, Ind.
Aug. 22 filed $10,000,000 of series “C” certificates and
$12,000,000 ‘of series “D” certificates. Proceeds—For in-
Yestment.
' 'United Asbestos Corp., Ltd., Montreal, Canada
July 29 {filed 225,000 shares of capital stock (par $1) to
be issued upon exercise of options exercisable at $4 per
share. Proceeds—To pay outstanding liabilities, to in-
crease working capital and for general corporate pur-
‘poses. ‘Underwriter—None, ;

United Employees Insurance Co.
April 16 filed 2,000,000 shares of common stock (par $3).
Price —-$10 per share. Proceeds — For acquisition of
operating properties, real and/or personal, including
office furniture, fixtures, equipment and office space, by
lease or purchase. Office — Wilmington, Del. Under-
writer—None. Myrl L. McKee of Portland, Ore, 1
President.

y-‘United Life & Accident Insurance Co.

Aug. 8 {(letter of notification) 410 shares of capital stock
(par $20) to be offered for subscription by stockholders
of record Aug. 29, 1958 on the basis of one new share for
each 10 shares held (with an oversubscription privilege);
rights to expire Sept. 30, 1958. Price — $375 per share.
,'_Proeeeds‘-—For'olaeratilxg a life insurance and a sickness
and . accident insurance company. Office—2 White St.,
Concord, N. H Underwriter—None.

% 'United Security Life & ‘Accident Insurance Co.
Aug, 22 filed 120,000 shares ‘of class A common stock.
Price—$3 per share. Proceeds—To provide the reserves
.required ¢o be held in'life and accident insurance poli-
cies, -and to pay the necessary expenses in producing
insurance. Office—Louisville, Ky. Underwriter—None,
‘Edmond M. Smith, is President.

U. 8. Land Development Corp., Fort Lauderdale,

a. .
Aug. 15 filed 1,200,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—To be
'added to the company’s general funds and used to de-
velop Pineda Island near Mobile, Ala. Underwriter—
Palm Beach Investment Co., Inc., 308 South County
Road, Palm Beach, Fla.
United States Sulphur Corp.
Oct, 8 filed 1,500,000 shares of common stock (par ome
cent). Price—$1 per share, Proceeds—For plant rental
etc; to retire corporate notes; for core drilling; for
working capital; and for other exploration and develop-
ment work Office — Houston, Texas. Underwriter —
None. Statement effective June 23.
United States Telemail Service, Inc.
Feb. 17 filed 375,000 shares of common stock (par $1)
Pric _per share, Proceeds—To purchase equipment
and supplies and for working capital and other corporats
purposes. Office—Salt Lake City, Utah, Underwriter—
Amos Treat & Co., Inc., of New York.
Universal-Cyclops Steel Corp.
Aug. 5 filed $22,500,000 of sinking fund debentures due
Sept. 1, 1978. Price—To be supplied by amendment,
lfroceeds—_—To repay $10,300,000 of bank loans and for
construction program. Underwriter—A. G. Becker & Co.,
Ine., Chicago, Ill.,, and New York, N. Y. Offering —
. Temporarily deferred due to present market conditions.
I_Jnivgrsal Oil Recovery Corp., Chicago, lll.
June 4 filed 37,500 shares of class A common stock. Price
er share. Proceeds—For exploration and develop-
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ment of properties, and the balance for other corporate
purposes. Underwriter—None.
% Universal Programs, Inc., New York :
Aug. 21 filed (by amendment) an additional $5,000,000
in Systematic Investing Programs with Insurance, Sys-
tematic Investing Programs without Insurance and
Single Payment Investing Programs. Proceeds—For in-
vestment.

Uranium Corp. of America, Portland, Ore.
April 30,1957 filed 1,250,000 shares of common stock (par
16 cents). Price—To be supplied by amendment (ex-
pected to be $1 per share). Proceeds—For exploration
purposes. Underwriter—To be named by amendment
Graham Albert Griswold of Portland, Ore., is Pres-
tdent.

Utah Minerals Co.
April 11 (letter of notification) 900,000 shares of com
mon stock. Price—At par (10 cents per share). Proceeds
—For mining expenses. Office—305 Main St., Park City
Utah. Underwriter—Walter Sondrup & Co., Salt Lake
City, Utah.

Utah 0Oil Co. of New York, Inc.
May 6 (letter of notification) 300,000 shares of capital
stock. Price — At par ($1 per share). Proceeds — For
development of oil and gas lands. Office—574 Jefferson
Ave., Rochester 11, N. Y, Underwriter—Frank P. Hunt
& Co., Inc., Rochester, N. Y.

Utah Power & Light Co. (9/9) ‘
June 26 filed $20,000,000 of first mortgage bonds due
1988, Proceeds—To redeém $15,000,000 of first mort-
gage bonds, 5% % series due 1987, to repay $4,000,000 of
bank borrowings, and the balance together with further
‘borrowings under a bank agreement and cash generated
in the business will be used to carry forward the con-
struction program of the company and its subsidiaries
amounting to approximately $43,000,000 for the period
1958-1960. Underwriter—To be determined by competi-
tive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; First Boston Corp. and Blyth & Co. Ine. (jointly);
White, Weld & Co. and Stone & Webster Securities Corp.

(jointly); Salomon Brothers & Hutzler; Kidder, Peabody

& Co.; Eastman Dillon, Union Securities & Co., and
Smith, Barney & Co. (jointly). Bids—Expected to be re-
ceived in Room 2033, 2 Rector Street, New York, N. Y.,
up to noon (EDT) on Sept. 9.
Washington Natural Gas Co. (9/10)

Aug. 18 filed 100,000 shares of common stock (par $10).
Price—To be supplied by amendment. Proceeds—To re-
duce bank loans incurred for construction purposes.
Underwriter—Dean Witter & Co., San Francisco and
New York,

Western Carolina Tetephone Co., Weaverville,

N. Car.

June 6 filed 89,391 shares of common stock to be of-
fered for subscription by holders of outstanding com-
mon stock at the rate of one new share for each three
shares held. The record date is to be supplied by amend-
ment. Price—At par ($5 per share). Proceeds—To be
applied to the payment of $700,000 of short-term bank
loans incurred in carrying forward the company’s con-
struction and conversion program. Underwriter—None

Western Development Co. of Delaware (9/11)
Aug. 15 filed $3.500,000 of convertible debentures due
1970. Price—To be supplied by amendment. Proceeds—
To refund all existing term and current debt of the
company, and the balance will be added to the general
funds of the company and will be made available for
the development of its present properties and the ac-
quisition and development of additional oil and gas
pYroperties. Underwriter—W,. C. Langley & Co., New

ork.

% Western Factors, Inc.

. Aug. 19 (letter of notification) 191,110 shares of common

stock (par $1). Price—$1.50 per share. Proceeds—I'or
working capital. Office—212 Beason Bldg., Salt Lake
City, Utah. Underwriter—None.
Western Heritage Life Insurance Co.

Aug. 8 (letter of notification) 150,000 shares of common
capital stock (par 50 cents). Price—$2 per share. Pro-
ceeds—TFor expense incidental to operating an insurance
company. Office—533 East McDowell Rd., Phoenix,
Ariz. Underwriter—First American Investment Corp.

. Western Industrial Shares, Inc., Denver, Colo.

July 16 filed 1,000,000 shares of common stock (par 25
cents). Price—$5 per share. Proceeds—For investment.
Underwriter — Andersen, Randolph & Co., Inc., 65 So
Main St., Salt Lake City, Utah. .
® Western Pacific Mining Co., Inc.
May 26 filed 564,000 shares of common stock.. Price—At
par ($1 per share). Proceeds—For capital expenditures
and exploration costs. Office—Santa Paula, Calif. Un-
derwriter—None. Statement effective Aug. 14.

Westland 0il Co., Minot, N. Dak.
April 17 filed 7,799 shares of capital stock to be offered
for subscription by stockholders of record March 24 al
rate of one new share for each four shares held and one
additional share for the balance of such holdings in
excess of the number of shares divisible by four; also

to be offered holders of outstanding 5% subordinated

debentures of record March 24 at rate of five shares for

each $1,000 of debentures then held. Price — $60 per

i}:are. Proceeds—For working capital. Underwriter—
one.

Willer Color Television System, Inc.
April 2 (letter of notification) 72,035 shares of common
stock (par $1) of which 10,000 are to be offered to stock-
holders at $2 per share and the remaining 62,035 shares
are to be publicly offered at $3 each. Proceeds — For
‘general corporate purposes. Office—151 Adell Avenue,
Yonkers, N. Y. Underwriter — Edwin Jefferson, 3¢
Broadway, New York 6, N. Y.

Wizard Boats of Tennessee, Inc., Dickson, Tenn.
Aug. 11 (letter of notification) 150,000 shares of com-
mon stock. (par one cent) and 75,000 shares.of common
stock purchase warrants to be offered in units of one
share of stock arnd one-half warrant due Aug. 31, 1962.
Price—32 per unit. Proceeds—For research and devel«
opment of subsidiary, to repay -onen note, overhead, -
research, salaries, purchase of raw materials -and sup-
plies and for working capital, etc. Underwriters—Clark,
Landstreet & Kirkpatrick, In¢c. and W, -N. Estes & Co.,
Inc., both of Nashville, Tenn,

Prospective Offerings

Acme Steel Co. ;
‘March 21 it:was announced that the company plans addi-
tional financing this.yeéar, in the form of common stock,
preferred stock, or a combination of the two, including
bank loans.  Proceeds—For expansion program, work-
ing capital and inventories.. Underwriters—Blyth & Co,,
Inc. and Merrill Lynch, Pierce, Fenner & Sgnith. :

% Addressograph-Multigraph Corp.

Aug. 25 it'was reported that the company plans to offer
stockholders thé'right tosubscribe for-additional com-
mon stock ‘on*the basis of one new share for each 20
shares held, Offering would follow approval by stock-
holders on Sept. 9 of a three-for-one stock gplit and an
increase in-the.authorized .common. stock ‘to 5,000,000
shares (par-$3) from 1,000,000 shares, (par $10). Under-
writer—Smith,.Barney & .Co., New York.

Austria (Republic of) ' ’

July 15 it was announced that thé'coqntry contemplates
the issuance and sale of $30,000,000 bonds. Proceeds—For

‘electric power projects and other improvements. Under-

writer—May be Kuhn, Loeb & Co., New York. Offer-
ing—Expected*in October or early November.

Basic, Inc., Cleveland, 0. :
Aug. 2 it was announced stockholders on Aug. 28 will
vote upon ‘a-‘refinancing program intended *to replace
present mortgage debt and preferred stock with a new
note and two new-issues of preferred stock, to provide
about $3;325,000 of nmew money with® which %o complete
plant improvements’ under way since early this year,
retire bank Joans that had been made to finance the
improvements; “and - provide additional  working capital.
Underwriter-Hallgarten & Co., New York. handled last
preferred: steck financing. :

California Electric Power Co. 3
July 14 it‘wds announced cempany contemplates mar=
keting between-$5,000;000 . and $7,000,000 seeurities in
October, 1958.-~ Neither the exact date of the offering
ner the nature of the securities to be offered has been
determined.- Decision on these two points will probably
not be reached until mid-August or early September.
Proceeds—To 'repay bank loans,

Central Hadley Corp.
The shareholders-of the company at a special meeting
held on June 25, approved an amendment to the certi-
ficate of incorporation authorizing an issue of 200,000
shares of 5% cumulative convertible preferred stock
(par $10). Convertible into common stock at the rate

.of $2.86 per share. Proceeds—To retire outstanding notes

of a subsidiary-in the amount of $768,000. )
Central Louisiana Electric Co., Inc. ;
March 28 it was announced that the company’s financing
program for-the-year 1958 anticipates the sale of both
debt and ‘equity securities (probably preferred stock)
aggregating apﬁjroximately $5,000,000. Both ‘issues may
be placed privately. : :
Cincinnati & Suburban Bell Telephone
Co. (10/21)
July 7 it was ‘announced that ‘the directors have author=-

ized the sale ‘of not ‘exceeding $25,000,000 ‘debentures

having a maturity-of not more than 35 years. Proceeds
—To repay advances received from American Telephorre
& Telegraph Co. which owns 29% of the outstanding
common ‘stock of the company. Underwriter -— To be
determinéd by -competitive - bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; Glore,
Forgan &:Co, and Eastman Dillon Jnion Securities &
Co. (jointly).. Bids—Expected to b& r¥e~sived on or about
QOct. 21,0 "o w v A §
% Commonweéalth Edison Co. :
Aug. 25 it was reported that thé company may issue and
sell $25;000,000 of ‘preferred stock. Underwriters—May
he The First Boston Corp. and Glore Forgan & ‘Co., both
of New York:- Offering—Expected late in 1958 or during
the first three-months:of 1959. )
® Consumers Power ‘Co. (9/23) .
Aug. 19°it was announced-that the company plans to is-
sue and -sell *$35,060,000 of : first mortgage bonds -due
1988. Proceéds — Fov expansion -and improvement of
service faeflities: - Underwriter—To be determined by
competitive-bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Morgan Stanley. & Co.;. White, Weld & Co.-and
Shields & Co. (jointly): The .First Boston Corp. and
Harriman Ripley & Co. Inc. (jointly). Bids==To .be re-
ceived up to 11'a.m. (EDT).-on Sept. 23. Registration—
Expected Aug. 29.
® Consumers Power Co. (9/24)
Aug 19 it was'announced that the company plans to issue
and sell 150,000 shares of preferred stock (no par). Pro-
ties. Underwriter—Morgan Stanley & Co., New - York.
Registration—Expecied Aug. 29 - .
Cosden Petroleum Co. -
Aug. 18 it was reported that the stockholders are to
votz Sept. 15 on' approving a proposed -offering of
$10,000,000 20-year convertible subordinated debentures.
Underwriter—Dillon, Read & Co., Inc., New York.

)
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Equitable Gas Co.
July 18 it was announced that the company expects later
in the year to issue and sell ‘additional securities; prob
ably preferred stock, to secure approximately $5,000,00t
of additienal funds. Procceds—Together with $7,000,00(
from private sale of 4'%2% bonds, to repay short-tern
bank loans and for construction program. Underwriter
—May be The First Boston Corp.; Kidder, Peabody &
Co.; Merrill Lynch, Pierce, Fenner & Smith; and White
Weld & Co., all of New York i
* Florida Power & Light Co. !
Aug: 20, McGregor Smith, Chairman, announced that tha
company plans the sale of 300,000 shares of hew common
stock. Preceeds—To finance construction program. Un-
derwriters—May be Merrill Lynch, Pierce; Fenner &
Smith and Kidder, Peabody & Co., both of New York.
Offering—Expected in October,

> Florida Steel Corp. .(9/29-10/3) :
Aug. 25 it was reporied that the company plans regis-
tration abcut Sept. 9 of 74,925 shares of “common’ stock.
Proceeds—To selling stockholders.-
. 'der,, Pezbody & Co., New York.
Gas. Service Co. :
March 24 it was reported that company ‘plans to issue
$11,000,000 of first mortgage bonds later this year. No de-
‘cision as yet has .been made as to. the procedure the com-
pany - will: follow. . Proceeds—For repayment of short-
term notes and: loans and for construction program
Underwriter — If determined by competitive bidding

probable bidders may be Halsey, Stuart & Co. Inc.; -

.Merrill Lynch, Pierce, Fenner & Smith, and White
Weld & Co. (jointly); Blyth & Co., Inc.; The First Bostop
Corp.; Lehman Brothers. y

® General Public Utilities Corp. o K

April 7 stockholders approved a plan authorizing the
directors. in connection with an offering of common stock
to stockholders (possibly on a 1-for-20 basis); also to
offer certain shares on th= same téerms to employees, in-
cluding officers, of System coinpanies. Clearing Agent—
-Merrill Lynch, Pierce, Fenner & Smith, New York. Of-
fering—Expected late in November. - x

Grace Line Inc. S

‘Company plans toissue approximately $18,000,000 of
government insured bonds secured by first preferred
“ship mortgages on the new “Santa Rosa” and “Santa
Paula.” The financing will comprise two issues of $9,-
-000,000 each. Underwriters—Merrill Lynch, Pierce, Fen-
-ner and Smith: Paine, Webber, Jackson & Curtis; Smith,
Barney & Co.; White, Weld. & Co.; and F. Eberstadt &
.Co., all of New York. Offerings—"Santa Rosa” offering
.expected. early in-September and “Santa Paula” offer-
_ing later in. year. :

., . Great Atlantic & Pacific Tea Co. A
Feb. 19 it was reported a secondarv offering of :commot
voting stock is expected in.near future. Underwriters—
-May include: Blyth' & Co,; Inc.; Carl' M. Loeb, Rhoades
& Co.; Hemphill, Noyes & Co.: Smith, Barney--& Co.
rand.Merrill Lynch. Pierce, Fenner & Smith. /-

_Gulf Interstate Co. e

‘June 5 it was announced company (formerly known as
Gulf Interstate Oil Co.) intends to obtain a minimum
of $2,000,000 and a maximum of $5,000,000 via an offer-
ing of new shares of .common stock to stockholders in
August or September. Proceeds — For: workinhg capital.
* Hartford Efectric Co. : T
Aug. 27 the directors approved a program under which
it olans 1o issue 149,633 ‘shares of common stock (par
$25) to be offered first to-.common stockholders on a 1-

-for-10-besis; 100,000 shares of ‘preferred stock (par $50);

-and” $18,000,000 of first mortgage honds. - Stockholders
will vote: Oct. 6 on. the proposal and "if approved, the

:company will seek authorization of the Cohnecticut P. U.

:Commission. Underwriter — Putnam & Co., Hartford,

:Corn,, for any preferred stock. '

% Heublein, Inc. R -

‘Aug. 25 it was reported that the company, plans-early

- registration of 400,000 shares of common stocls;-of which

100,000 shares are to be sold for the account. of selling
stockholders. Proceeds—For expansion. Underwriter—

-Glore, Forgan & Co., New York. ) R

-Indiana & Michigan Electric Co. (11/6) -

- Aug. 18 it was reported that the company plans early
registration -of $20,000,000 first mortgage bonds due 1988.
Proceeds—To retire bank loans used for construction

‘ program. . Underwriter—To be determined by. competi-

‘tive bidding. Probable bidder: Halsey, Stuart & Co. Inc.;

: Eastman Dillon, Union Securities & Co.; The First Bos-
ton Corp.; Harriman Ripley & Co. Inc:: Bids—Expected

to be received up to 11 am. (EST) on Nov. 6.-Registra-

.tion—Planned for around Sept. 24.

Japan (Empire of)

Aug. 20 it was stated that an issue of between $30,000,000
and $50,000,000 of bonds- may -soon be publicly offered

con the American market.  Proceeds—For public works
projects, etc. Underwriter—The First. Boston Corp., New

York.

Kansas Gas & Electric Co.

March 31, G. W, Evans, Chairman, announced that com-
pany plans to sell some bonds originally scheduled  for

“mid-year, but which sale-may now be deferred until
late 1958 or early 1959. Proceeds—About $8,000,000 -for
construction program. Underwriter—To be determined
by competitive ~bidding. Probabile bidders: Halsey,
Stuart & Co. Inc.; Kidder, Peabody & Co., and Merrill
Lynch, Pierce, Fenner & Smith (jointly);. Lehman
Brothers; Eastman Dillon, Union Securities & Co. and
Stone & Webster Securities Corp. (jointly); Glore, For-
gan & Co., and Goldman Sachs & Co. (jointly).

Kansas Power & Light Co. . e 2

Feb. 14 it was. announced company plans to issue and
sell $10,000,000 of first mortgage bonds due 1988. Pro-

Underwriter—Kid- -

ceeds—For construction program., Underwriter—To be
determined by competitive bidding. Probable bidders
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Glore,
Forgan & Co.; Harriman Ripley & Co. Inc.; White, Weld
% Co.; Blyth & Co., Inc.; Equitable Securities Corp,
Kentucky Utilities Co. '
June 16 company stated it will sell bonds and/or com-
mon stock in the last quarter of 1958. Underwriters—
Blyth & Co., Inc. and J. J. B. Hilliard & Son.
Laboratory for Electronics, Inc.
July 3, Henry W. Harding, President, announced that
the directors are currently considering refinancing $790,-
000 of outstanding notes ($658,750 held by a principal
stockholder and $131,250 by a bank) on a more perma-
nent basis. ‘This may be done through equity or con-
vertible debenture financing. Office—75 Pitts St., Bos-
ton, Mass.

* Madison Gas & Electric Co., Madison, Wis.
(10/7)

Aug. 25 it was reported that the company plans the sale
of  $11,060,000 first mortgage bonds due 1988. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halsey, Stuart.& Co. Inc.; The Milwaukee
Co., and. Harris, Hall & Co.. (jointly); The First Boston
Corp.; Equitable-Securities Corp.; Merrill Lynch, Pierce,
Fenner & Smith; Otis & Co., Inc.; Smith, Barney & Co.
and Robert 'W. Baird & Co. (jointly). Bids—Expected to
be received on Oct. 7.

Master Fund, ‘Inc;, Fairfield, Calif.
Jan. 27 it was announced this newly organized invest~
ment company rJlans to offer to bona fide residents of
California 10,07) shares of capital stock (par $1). Price
—$10 per shar , less an underwriting discount of 8% %.
Proceeds—For investment, ;
% Michigan Bell Telephone Co.
Aug. 12 directors approved plans to sell '$40,000,000 of
34-year debentures. Proceeds—To redeem a like amount
of 4% % debentures due November, 1992, Underwriter
—To be determined by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley-&
Co. Bids—Had been tentatively scheduled to be re-
ceived on Sept. 16, but on Aug. 26 it was voted to post-
pone this refunding program because of present market
conditions.

Midland Enterprises, Inc.
March 28, company announced it plans to issue on or
before Dec. 31, 1958 $3,200,000 of first preferred mort-
gage bonds.” May be placed privately. Proceeds — To
repay bank loans and for working capital.

Midwestern Gas Transmission Co.
March 24 it was announced that this subsidiary ot
Tennessee Gas Transmission Co. has applied to the Fed-
eral Power Cemmission for permission to issue first
mortgage bonds, unseeured notes and common stock.
Proceeds—To build pipe line system to cost about $111,-
000,000. Underwriters — Stone & Webster Securities
Corp. and White Weld & Co., both of New York.  *
' Montana-Dakota Utilities Co.
March 24 it-was announced the company plans to issue
and sell an undetermined amount of first mortgage
bonds (about $10,600,000) in the latter part.of this year
or in early: 1959. Proceeds — To repay bank loans.
Underwriter—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & Co.,
Inc.; Merrill Lynch, Pierce, Fenner & Smith and Kidder,
Peabody & Co.,.Inc., (jointly); and Blair & Co., Inc,

Moore-McCormack Lines, Inc. (9/15-19)
March 24 it was announced company plans to issue and
sell $24,000,000 of government insured bonds secured by
a first preferred ship mortgage on the. liners S. S. Brasil
and S. S. Argentina, Underwriters—Kuhn, Loeb & Co.
and Lehman Brothers, both of New York.

Mountain States Tel. & Tel. Co. (9/30)
July 29 it was announced company plans to offer to its
stockholders o1 record Sept, 26, 1958 the rights to sub-
scribe on or before Oct. 24, 1958 for 700,961 additional
shares of capital stock on the basis of one new share
for each five shares held. American Telephone & Tele-
graph Co., the parent, owns over 80% of the 3,504,809
outstanding shares. Price — At par ($100 per share).
Proceeds—To repay temporary loans made to finance the
company’s expansion program. Underwriter—None.

Northern lllinois Gas Co.
June 10 it was announced company will sell late this
vear $10,000,000 mortgage bonds. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co Inc.; First Boston Corp.; Glore,
Forgan & Co.; Blyth & Co., Inc.

Pacific Gas & Electric Co.
March 20 it was reported company plans sale of an
undetermined amount of bonds and/or preferred stock
in the latter part of this year or early 1959. Underwriter
—(1) For bonds to be determined by competitive bid«
ding. Probable bidlers: The First Boston Corp.; Halsey,
Stuart & Co. Inc.; Blyth & Co., Inc.; (2) For preferred
stock: Blyth & Co., Inc.

® Pacific Telephone & Telegraph Co. (11/18)
Aug. 22 it was announced company plans to issue and
sell $80,000,000 of 32-year debentures due Nov. 1, 1990.
Proceeds—For construction program. Underwriter—To
be determined by competitive bidding. Probable bid-
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.
Eids—Expected to be received on Nov. 18.

® Pacific Telephone & Telegraph Co.

Aug. 22 it was reported company plans to offer to its
common and preferred. stockholders 1,594,604 additional
shares of common stock on the basis of one new share
for each eight common or preferred shares held. Price
—At par ($100 per share). Proceeds—To repay advances
and to reimburse the treasury for capital expenditures
previously made. Underwriter—None.. Controb—Of the
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832,000 shares of 6% -preferred stock (par $100) and 11,-
936,835 shares of common stock (par $100) outstanding
as of Dec. 31, 1957, there were owned by the American
Telephone & Telegraph Co. 640,957 preferred shares and
10,790,943 common shares. 5
Panama (Republic of)
July 14 it was announced a public offering is expected
of approximately $26,000,000 external bonds. Proceeds—
To redeem certain outstanding debt and for Panama’s
feeder road program. Underwriter—Lehman Brothers,
New York. )

Peoples Gas Light & Coke Co. i
Aug. 1 the directors approved a program for the offer-
ing or approximately $17,000,000 of additional capital
stock to stockholders in October. Underwriters—Glore,
gor'lg{an & Co. and The First Boston Corp., both of New

ork.

St. Joseph Light & Power Co. 1
April 15 it was announced that the compa.;y plans te
market $6,500,000 in bonds or preferred stock “sometime
this summer.” The stockholders on May 21 voted on
authorizing an increase in bonded indebtedness of $6,~
500,000, and an increase in preferred stock from 25,000
shares to. 50,000 shares. Proceeds — For repayment of
short-term bank loans and for construction program,
Underwriter—For bonds to be determined by competi=
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.y
Smith, Barney & Co., Glore, Forgan & Co. and Blair
& Co. Inc. (jointly); White, Weld & Co.; Equitable Secu-
rities Corp, Last preferred financing was done privately,

Sanborn Scientific Instrument Co. (Mass.)
Aug. 4 it was reported company plans to-issue and sell
100,000 additional shares of common stock, of which it is
intended to offer 17,000  shares in exchange' for out-
standing preferred stock. Underwriter—Paine, Webber,
Jackson & Curtis, Boston, Mass. - Offering—Expected in
October, 1958. :

Southwestern Bell Telephone Co. (9/30)

July 10 it was announced Missouri Public Service Com~
mission authorized the company to issue $110,000,000 of
35-yéar debentures. Proceeds — To refund outstanding
issue. Underwriter — To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Morgan Stanley & Co. !

® Standard 0il Co. .(Indiana) )
Aug. 28 it was announced company plans to issue and
sell $200,000,000 of dekentures due Oct. 1, 1983. Proceeds
—To retire short-term bank loans and for capital expen=
ditures. Underwriter—Morgan Stanley & Co., New York,

Registration—Expected today (Aug. 28).

Union Electric Co., St. Louis, Mo. :
March 28 it was announced company plans to marke$
about $30,000,000 of common stock in the latter part of
this year or in the first quarter of 1959. Proceeds—For
construction program.

Universal Oil Products Co. oty
Aug. 13 it was reported that an issue of common stock
will soon be offered to the public, the proceeds of which
may run between $50,000,000 and $60,000,000. Approval
of the transaction rests with the New York State Su-
.preme Court (expected within two months), Proceeds—
To the Petroleum: Research Fund of the American
Chemical Society. Underwriters—Expected to be Leh-~
man Brothers, Smith, Barney & Co. and Merrill Lynch,
Pierce, Fenner & Smith, all of New York, Offering—
Expected in mid-autumn, probably late in October. :

Venezuela (Government of)

July 1 the Government announced that Kuhn, Loeb &
Co. and Kidder, Peabody & Co., both of New York, have
been selected as financial advisors to develop a financial
program for the country. As a first step in the pro-
gram a short-term credit is being negotiated between the
government in cooperation with. the two. investment
banking firms and a syndicate of commercial banks in
the United States, Canada and the United Kingdom.
The three institutio..s which are to head this syndicate
are The Chase Manhattan Bank, The First National ity
Bank of New York, and Bank of America National Trust
& Savings Association. The Chase Manhattan Bank will
be the fiscal agent for the credit. The amount of the
new financing involved is in the neighborhood of $250,-
000,000. The purpose is to restore government balances
which have been reduced by the repayment of excessive
short term obligations previously incurred.

% Virginian Ry,

Aug. 26 the directors approved a proposal to exchange
2,795,500 shares of 6% cumulative preferred stock (par
$10) for $32,148,250 new 6% subordinated income sink-
ing fund debentures to mature Aug. 1, 2008 on the basis
of $11.50 principal amount of debentures for each pre-
ferred share, Dealer-Manager—Harriman Ripley & Co,
Inec., New York.

Wisconsin Power & Light Co. ‘

March 17 it was announced that company plans to issue
and sell $10,000,000 of first mortgage bonds. Proceeds—
To retire bank loans and for construction program. Un-
derwriter — To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Smith,
Barney & Co. and Robert W. Baird & Co., Inc. (jointly);
Equitable Securities Corp. and Eastman Dillon, Union
Securities & Co. (jointly); White, Weld & Co.," Kidder,
Peabody & Co. and Salomon Bros. & Hutzler (jointly);
The First Boston Corp. Offering—Not expected until
late in 1958 or early in 1959. . .

Worcester Gas Light Co.

Aug. 18 it was reported that the company plans the sale
of $5,000,000 first mortgage bonds. Underwriter—TTo be
determined by competitive: bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Estabrook-& Co. and Co&m
& Burr, Inc. (jointly); Kidder, Peabody & Co. and
White, Weld & Co. (jointly). Offering—Expected this
Fall.
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SEC Appeals to
Supreme Court on

Variable Annuities

The SEC requested that the
Supreme Court review as to
whether - an insurance company
selling variable annuity contracts
should be considered an invest-
ment company and thus subject to
securities registration require-
ments and regulation.

Previously the SEC sought a
favorable ruling in U. S. District
Court and the Court of Appeals
but both requests for rulings were
turned down on the ground in-
surance companies are exempt
from securities laws. ;

SEC officials said that if the
court grants a review they intend
to preparc a case to be argued
during the fall term. SEC Chair-
man Edward N. Gadsby has stated
that if the Supreme Court also
yules against the Commission, it
will probably seek .legislation
making insurance companies
which sell variable annuity con-
{racts subject to SEC regulation,

Nation -Wide Gains
In Net Asset Value

It was announced by Nation-~
Wwide Sccurities that total net as-
sets were $30,211,281 on July 31,
1958 as against $25,619,347 on Dec.
31,1957, Net asset value per share
on July 31, 1958 was $19.60, com-
pared with $17.32 on Dec, 31, 1957,

WELLINGTON
<y FuND

FOUNDED 1928

115“1

consecutive
quarterly dividend

1ic a share from net
investment income, payable
September 30, 1958 to stock
of record September 5, 1958.

WALTER L. MORGAN
President
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‘Mutual Funds

By ROBERT R. RICII

Expects Irregular Market to Accompany Improving
Business

“While there i$ growing evidence that the American economy
is on the recovery path, there is even stronger evidence that the

stock market needs a further

period of healthy adjustment,”

according to Harold X. Schreder, a leading New York ceonomist
and txecutive Vice-President of Group Secu-
rities, Inc., $125,000,000 mutual fund.

In an address before the

1958 Session

of the Financial Analysts Seminar# -at Beloit
College on Aug. 22, Mr. Schreder said, “the
recovery scquence of rising new 'orders,,pro-

duction, employment, personal

retail sales is most encouraging.

income, and
Stock prices

have substantially, reflected this recovery to
date, and by broadly rising to historically high

levels in relation to earnings, dividends, and
money rates, are vulnerable to disappointments
in the extent and vigor of the generally antici-

pated business recovery.” ¢

Mr. Schreder said, “thé security, analyst

today hss a most -challenging task of recon-

ciling historically high prices

s Harold X. Schreder‘
in terms of

available values and an ‘overbought’ inter-
mediate market pesition with numerous longer-term technical
indicators which are gradually developing their most favorable

basic tone since 1955.

“The reconciliation of the market’s juxtaposed position,”
he continued, “probably lies in the intermediate period of in-
creased irregularvity in the stock market as its generally extended
position adjusts to the pace of actual business recovery develop-
ments, and to the anti-inflationary salvos fired recently by the
Federal Reserve Board when it increased stock margin require-

ments and the rediscount rate,

“At the moment, therefore,” Mr. Schredér’ stated, “oli’ gencral
marke¢ position #s.a cautious one—ncither highly pessimistic nor
optimistic—with an alert open-minded willingness ta move quickly
in the directions that daily facts indicate. This seems to us to be
the only recalistic market attitude until there is more clarity in
our unbalanced ccononiy, more light than heat in the international
picture, and a beiter relationship generally between earnings,
dividends, money rates, and stock prices.

“In'the meantime,” he said; “major emphasis should continue
to he placed on stocks of well-established companies which operate
in clearly growing ficlds, and whose profits and dividends arz
most likely to grow during the extended period of general market

adjustment.

“Future stock purchases in this adjustment reriod,” Mr.
Schreder emphasized, “should -he selectively slanted in the direc-
tion of the long-depressed dynamic stocks and away from the
more conservative types of issues which have been favored for
the past two years. Take your time and select carefully though,”
he warned his fellow anaiysts, “markets don’t change their whole

character in a day.”

3 "Organ.ized by The National Federation of Financial Analysts Societies
in association with The University of Chicago School  of Business.

OCSF Reports Gain
In Net Asset Value

On June 30, 1958 the net assct
value of Over-the-Counter Secu-
rities Fund was $3.63 a share com-
pared to $3.17 a share on Dec. 31,
1957. This represents a gain of
14.5% during the period under
consideration,

It was announced by Ralph P.
Coleman, Jr., President, that the
Fund has continued to implement
its policy of investing in selected
equities for long-term growth.
Positions were taken recently in
Fisher-Governor; Foxboro Co.;
and William H. Rorer, Eliminated
from the portfolio were holdings
in Airborne Instruments Labora-

tory. P

ican industry.
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American-South
African Fund Files
1,000,000 Shares

Dillon, Read & Co., Inc. and
associates to market issues here
and abroad at $28 maximum price

American-South African In-
vestment Company, Limited filed
on Aug. 27 a registration state-
ment with the Securities and Ex-
change Commission - covering 1,-
009,000 common - shares, L1
(South African) par value. Amer-
ican-South - African = Investment
Company, Limited, incorporated
under the laws of the Union of
South - Africa, is a diversified
management company ‘of the
closed-end type. The proposed
maximum offering price is $28
per share, as stated in the regis-

* tration statement. An underwrit-
“ing group headed by Dillon, Read

& Co., Inc. is expected to offer
the -common . shares to investors

in the United States and Europe

during the latter part of Septem-
ber, subject!to registration with
the Securities and Exchange Com-
mission under the Seeurities Act.
The company plans to -apply for
the listing of the common shares
on the New York Stock Exchange.

The policy of the company will
he to invest over 50% of the value
of its total assets in the common
shares, or securities convertible
into common shares, of companies
conducting, as the major portioi
of their business. gold mining and
related activities in South - Africa.
The balance will be, invested in
the common shares, or securities
convertible into common shares,
of companies engaged in other
businesses in South Africa, except
that up to 259 of total assets may
be held in the form of gold bul-
lion or certificates of deposit
therefore to be purchased, di-
rectly or indirectly, with  South
African pounds. The securities in
which the company invests: will
be kept in the United States. It is
contemplated that the major por-
tion of the company’s.assets will
consist of securities listed on the
Johanneshurg Stock Exchange.

It is anticipated that a compar-
atively minor portion of the
company’s net income will be
used for the payment of dividends
and that the greater portion of
net income and the entire amount
of any capital gains which may be
realized will be retained by the
company and invested. It is the
company’s intention that share-
holders will receive dividends in
United States dollars.

The company has entered into
contracts providing for purchases
directly from present holders of
substantial blocks of common
shares of certain companies en-
gaged in mining gold, and in
other businesses, in South Africa.

Charles W. Engelhard is Chair-
man of the board of American-
South African Investment Com-
pany, Ltd. Mr. Engelhard is also

"Chairman of the board of Engel-

hard Industries, Inc. and affiliated
ccompanies, Chairman of the board
of Rand Mines, Ltd., Chairman of
the board of Rand American In-
vestments, (Pty.), Ltd. and a Di-
rector of Transvaal and Orange
Free State Chamber of Mines.

Tax-Exempt Fund
Plans Shattered

The mutual fund organizations
and investment banking firms
which had plans for offering tax-
exempt bond funds this year re-
ceived a severe set-back when the
Senate-House conferees elimi-
nated from the technical tax revi-
sion bill (Mills. Bill) the proposal
which would have allowed regu-
lated investment companies
confining their investments in
state and local bonds to pass the
tax exemption on to their share-
holders. :

Incorp: Income Fd;
Share Value Up

From:$7.64 to $8.24

The Fifteenth: Quarterly Réport
of Incorporated Income Fund'.re-
veals an incréase in the per share
net asset value.of ‘the Fund:from
$7.64 to $8.24 during the quarter
ended July 31, 1958. In the three
and three-quarter years the Fund
has been in- existence total net
assets have grown from $10,249,~
040 to a new high of -$92,541,534.
Shares outstanding have increased
from 1.4 million te-11.2 million
during this period. ’

During the - last ‘three months
new common- stock commitments
were made in. Brooklyn Union
Gas, Denver and Rio Grande
Western RR., Foremost Dairies,
Kansas City ‘Southern Ry., Singer
Manufacturing, . Southern Natural

.Gas. Standard Oil of Ohio, Union

Electric, Union Pacific RR. and
F. W. Woolworth.

Common stocks added to were
in- American - Agricultural Chem-
ical, Bethlehém- Steel, - Consoli-
dated Edison,. Dresser' Industries,
Gillette, Gimbel' ‘Brcs.,, Harsco
Corp., Hilton:Hotels, Island Creek
Coal, KLM Royal Dutch, Louis~
ville & Nashville RR., ' Mack
Trucks, Niagara Mohawk, Sinclair
Oil, Spiegel, . Sunray Mid-Con-
tinent OQil, and United  Electric
Coal.

TV-Electronics
Fund E‘ularges Its
Equity Position

A more favorable economic
atmosphere, -influenced by a re-
duction in inventories, a lowering
of the volume of consumer debt
and a considerable easing of the
banking situation, has made the
management of Television-Elec~
tronies Fund, Inc, “decidedly more
optimistic about the economy of
the country,” according to Presi=
dent Chester D. Tripp.

The mutual fund executive told
shareholders that at the end of
the Fund’s third fiscal quarter,
ended July 31, 95.2% of its assets
were invested in common stocks
and convertible securities in the
electronics field, compared with
an 86.9% equity position nine
months earlier.

“It is our opinion,” Mr. Tripp
said, “that business and employ-
ment will slowly improve from
last spring’s low point and, as a
result of this feeling on the part
of your management, we have
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substantially increased our equity
positions and. accordingly de -
creased our defensive positions
which, for months, involved the
holding of substantial amounts of
short-term paper and cash.”

Net assets of the Fund, pioneer
and largest mutual fund concen-
trating investments in the field of
electronics and nucleonics, totaled
$178,531,343 on July 31, a new
record and at a level 32.1% above
its resources of $135,100,234 on
Oct. 31, 1957, the end of the Fund’s
last fiscal year. New highs were
also recorded in the number of
shares outstanding, which rose
18.5% from 13,038,227 c¢n Oct. 31,
1957 to 15,444,896 on July 31; and
in the number of shareholders,
which grew from 65,312 to 75,171

during the same nine-month-

period. .

Net asset value per share of the
Fund increased to $11.56 from the
Oct. 31 level of $10.36 which, when
adjusted for a capital gain dis-
tribution of 55.1 cents on Nov. 30,
1957, reflected-a capital value gain
of 16.9% . during the period, Mr.
Tripp said. :

While there was only one new
addition to “the Fund’s common
stock position during the . third
quarter of ‘its fiscal : year, Mr:
Tripp told shareholders, “signifi-
cant additions were made to exist-
ing holdings-in your Fund’s equity
position.” The new addition was
Air Reduction Co., which he
pointed out was “an important
supplier of .gaseous products for
television and electronic tubes and
carbon dioxide for low tempera-
ture testing of aircraft and guided
missile components.”

Principal portfolio purchases
during the ‘quarter included:
Aerojet-General: Corp., Allis-
Chalmers Manufacturing Co.,
Columbia Broadcasting System
“A,” Foxboro Corp., General Elec-
tric Co., General Motors Corp.,
Martin Co., National Cash Register
Co., Otis Elevator Co., and Para-
mount Pictures Corp.

Eliminated from the portfolio -

during the three-month period
were the ecommon stocks of Ham-
mond ©Organ Co. and Johnson
Service Co. Reductions were ef-
fected in equity holdings of Ad-
miral Corp., Ampex Corp., Gen-
eral Tire & Rubber Co., Varian
Associates, and Walt Disney Pro-
ductions.

Flying Wholesaler

1t was announced by Jack W.
Goss of Putnam Fund Distributors
of New York that they believe
they have the first Flying Whole-
saler in the person of William M.
Kean, regional representative.
“Flying my own plane,” says Mr.
Kean, “permits me to service the
investment dealers in the South-
east three times faster than I was
doing by automobile.” |

Mr. Kean services six states i‘n
the Southeast with his Piper Tri-
Pacer. He has his headquarters in
Orlando, Fla.

|

With L. F. Rothschild

Leonard M. Heine, Jr. has be-
come associated with L. F. Roths-
child & Co., 120 Broadway, New
York City, members of the I\{ew
York Stock Exchange, as Assist-
ant Manager of the Special Sales
Department.

Forms Allied Securities

(Special to THE FINANCIAL CHRONICLE)

TALLAHASSEE, Fla—Wendell
C. Heaton is engaging in a secu-
rities business from offices at 222
W. Pensacola Street under _t}le
firm name of Allied Securities

Co.

Forms Princeton Inv.
PHILLIPSBURG, N. J —Paul O.
: Koether has formed Princeton In-
vestment Co., -with offices at 465
Anderson Street, to engage in a
securities business.

Investment Company Assets Now $11.98 Billion

The nation’s investment companies reported gains in net
assets, sales and cshareholder accounts, during the second quarter
of 1958, according to the National Association of Investment Com-
panies.

On June 30, the combined net assets of the 145 open-end and
24 closed-end investment: company members of the N, A..I. C.
reached  $11,983,705,000, the Association ‘announced over the
week-end.

The number of shareholder accounts in both types of invest-
ment companies totaled 3,671,285 on the same date, a new high
lor the industry. ¢

- Open-End Companies '

Total net assets of the 145 open-end company (mutual fund)
members of N. A, I C. rose to $10,609,839,000 at the end of the
second quarter, up from $9,462,830,000 at -the end of March and
$8,714,143,000 at year-end 1957. On June 30, 1957, total net assets
were $9,687,015,000.

Purchases by investors of new shares in open-end investment
companies ‘totaled $363,663,000 during the second quarter, com-
pared with $333,713,000 for the first quarter of 1958 and $334,-

- 004,000 for the second .quarter of 195T7.

The total for the month of June 1958, was $131,974,000 (the
May figure was- $169,483,000). In June 1957, purchases amounted
1o $104,661,000. L sl :

Accumulation plans opened by investors “— for ‘the regular
monthly or quarterly acquisition of mutual fund.shares—totaled
57,102 during the second quarter, compaied with 56,184 for the
previous three months and 53,604 for the like period of 1957.

Repurchases of shares—redemptions—by open~end companies
were slightly higher during the second quarter, the.Association
reported, They were valued at $111,366,000 for the period, com-
pared with -$91,795,000 for the previous quarter-and $110,564,000
tor the second quarter of 1957.

Purchase of securities for their portfolios by open-end com-
panies during the second quarter totaled $740,534,000—up from
the previous quarter purchases ol $525,857,000 and $576,972,000 for
the comparable period of 1957. Sales of portfolio securities were
also siightly higher, totaling $449,778,000, compared with $362,-
745,000 for the first quarter of 1958 and $347,104,000 for the
second quarter of 1957.

_ Payment of 'investment income dividends,- to shareholders
come” 10" $90,084,000 during the second quarter, compared with-

$110,074,000 Tor the previous quarter. In the second quarter of
last year they totaled $75,861,000.

Distributions of net realized capital gains totaled $14,491,000,
a decline from the first quarter’s distribution of $89,540,000—
which, in part, reflected year-end distributions—and $22,842,000
tor the second quarier of 1957.

Holdings of cash, U, S. Government Bonds and short term
corporate obligations by oven-end inyestment companies, as of
June 30, amounted to $767,443,000. n March 30, they were
$619,687,000, A year ago they totaled $544,246,000.

Closed-End Companies

Total net assets of the 24 closed-end investment company
members of the Association rose to $1,373,866,000 on June 30,
up from $1,281,372,000 at the close of March. On June 30, 1957,
with 26 companies reporting, net assets amounted to $1,420,544,000.

Hol<ders of common stock of closed-end investment companies
received dividends from investment income during the second
quarter totaling $9,263,000, up from $7,365,000 for the first quarter
of 1958 and $8,453,000 for the second quarter of 1957.

_Capital gains distribution for the quarter amounted to $1,775,-
000. In the previous quarter, such distributions came to $5,014,000;
during the second quarter of 1957, they amounted t6 $5,386,000.

Preferred stock dividends to stockholders totaled $717,600.
The total for the previous quarter was $699,000, Last year, in
the second quarter, preferred stock dividends amounted to $812,000.

Closed-end investment company holdings of cash, U. S. Gov-
ernment Bonds and short term bonds rose to $88,239,000 at the
close of the second quarter. This compares with $84,608,000 as of
March 31 and $78,817,000 on June 30, 1957. ,

Affiliated Reports
Rise in Net Assets

In the past nine months there
was an increase of $1.14 or 21%
in the value of Affiliated Fund
shares of capital stock after ad-
justment for the capital gains
distribution.

At the end of July, 1958, net
assets of the Company were $431,-
641,418, the increase of $85,194,072
being equivalent to an increase
per share $6.63 as compared with
the Oct. 31, 1957 level of $5.49.

H. 1. Prankard, 2nd, President,
noted recent upturns in the econ-
omy including the rise of two
points in both the May and June
Federal Reserve Board Index of
Industrial Production; and in the
area of new housing starts and
department store sales in the four
weeks ended July 26, 1958. In
addition, he reported that unem-
ployment, on a seasonally adjusted
basis, declined in June; personal
income: has risen in the last
several months; steel production
has made a good recovery in the

last three months, and new orders
received by manufacturing com-
panies showed a worthwhile in-
crease in both May and June.

President Prankard forsees that
while these advances might well
indicate the leveling off of the
business decline, or even the be-
ginning of a new upswing, we
must be cautious in our inter-
pretation of them. The period
covered is a short one and some
indicators, notably expenditures
for plant and equipment, continue
to decline,

Common stock issues added to
the portfolio include: A.T. & T.;
Chrysler; Fibreboard Paper Prod-
ucts; Ford Motor; General Motors;
Gulf Oil; H.J. Heinz; I. T. & T. and
McGraw-Hill Publishing, Elimi-
nations include American Natural
Gas; Consolidated Natural Gas;
General Foods; International Shoe;
P. Lorillard, Marathon Corp.;
merged with American Can);
New England Electric; New York
State Electric & Gas; Northern
Natural Gas and Westinghouse
Electric.

- Savings Banks’
Fund Achieves
Substantial Gains

Net assets at market value of
Institutional’ Investors Mutual
Fund reached a new high on June
30, 1958 at $40,036,301, compared
with $30,219,849 a year earlier.
On March 131, 1958 net assets
amounted to $34,808,137. The gain
for the three month period is at-
iributaple largely to sales. of
shares of the fund’s capital stock
of about $2.8 million and to un-
realized appreciation of ..about
$2.4 million. There were no re-
demptions of shares for this pe-
riod. Also on June 30, 1958 the
net asset value per share reached
a new all-time high of $174.77, as
against a net asset value of $163.31
for the previous year. :

Today, . Institutional Investors
Mutual Fund has 91 shareholders
comprising 82 savings banks and
nine life insurance departments.
A year ago the total was 71 sav-
ings banks, and in comparison on
March 31, 1958 there were-77. A
noteworthy feature of the last
three months was the gain in
periodic dollar cost averaging
programs, Many of these pro-
grams have a sufficient iime in-
terval to include the -various
phases of the business cycle.

The yield on common stocks
Leld in the portfolio on June 30,
1958 was 4.93% based on - cost,
compared with 5.05% on March
31, 1953. Both yields are calcu-
lated on the then current indicated
dividend rates.

Little change has %een made
in the conservative! disposition of
funds during the last quarter,
New purchases of common stocks
have been concentirated largely in
those equities which have the
growth factor and only moder-
ately in stocks with cyclical char-
acteristics, One new stock was
added, American Cyanamid Co.,
and none were eliminated. . Con-
siderable increases were made in
certain issues already held, the
largest purchases being made in
Beneficial Finance; B. F. Good-
rich; Owens-Illinois Glass; and
U. S.. Gypsum.

Per Share Value of
Boston Fund Rises
To Record High

Boston Fund aclieved record
highs in net asset value per share,
total net assels and number of
shareholders during the second
quarter of the present fiscal year
to July 31.

The net asset value of the fund’s
shares, which amounted to $14.51
on Jan. 31 and $15.12 on April 30,
rose to $15.69 at the quarter-end,
an increase of 9.5% for the six-
month : period. Adjusted for the
2-for-1 stock split of 1955 and
capital gains distributions, this
represents the highest net asset
value per share at any quarter-
end in the fund’s 26-year history.

Total net assets increased more

than' 8% to $164,954,447 from
$152,760,645 three months earlier.
The number of shareholders
climbed to 30,924 from 30,057, and
the number of shares outstanding
increased to 10,382,755 from 10,~
105,275.
_Henry T. Vance, President of
ihe large balanced fund, told
shareholders that ‘“the income
dividend of 12 cents per share
paid on Aug. 27 represents, for
those shareholders who accepted
the February distribution of capi-
tal gains in additional shares, an
increase of more than 6% over
the amount paid at this time a
year ago.”

On the same basis, he added,
dividends paid from earnings for
the six months just ended were
about 11% above the amount paid

(837) 37
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for the corresponding period last
year,

* Mr, Vance noted that purchases
of Boston Fund shares by new
investors as well as existing
shareholders during the past three
months have exceeded the record
levels achieved in_the April
quarter.

The quarterly report revealed
the addition to the fund’s porti-
folio of a block of 34,300 shares
of American Telephone & Tecle-
graph Co. common stock. Mr.
Vance pointed out that this had
the effect of increasing the per-
centage of total assets invested in
common stocks but did not affect
the fund’s fundamental invest-
ment palance. The Boston Fund
management, he explained, re-
gards this holding as being more
in the nature of an investment
quality preferred stock because
of its characteristics of stability.

Other new common stock com-
mitments were made in American
Hospital  Supply; Cluett, Peabody
& Co.; and Loblaw. " Additions to
portfolio were made in Beneficial
Corp.; Iowa Souihern Utilities;
McKesson- &  Robbins; Northern
Natural Gas; Savannah Electric &
Power; Socony Mobil; Standard,
Oil - Co.. of California; Standard
Oil Co. of New Jersey; Texas Co.;
Transcontinental Gas Pipe Line;
Tucson. Gas Electric Light &
Power; U. S. Rubber; and U. S.
Steel.

A number of bond issues were
eliminated from the portfolio and
one preferred issue. Only decrease
in the common stock portfolio
was ‘Atflas Powder which dimin- -
ished by 10%.

Axe-Houghton’s
Views on Business

And Money Market

The Axe-Houghton weekly
business index has shown a
moderate recession from - the
second-quarter - recovery, 'largely
because of a July downturn in
the steel industry and continuect
slackness in the automobile -in- .
dustry.

Steel scrap prices advanced
throughout the July downturn in
steel output, and, like the business
index, have recovered about one-
third the entire. decline from
December, 1956 to March, 1958.
Copper scrap prices have receded
slightly, but not enough to offset
the advance in steel scrap, so that
the Axe-Houghton index of dur-
able goods raw material prices
has reached the highest point
since October 1957. The index of
semidurable - goods raw material
prices has also shown an upward
trend although the advance bas
been milder than that of the dur-
able goods price index.

The principal favorable busi-~
ness influence has been a further
expansion in new construction.
The value of engineering contracts
awarded, as compiled by the En-
gineering News-Record, has
reached a new high record on the
basis of the July average of the
weekly figures. The number of
housing units started, seasonally
adjusted, has reached the highest
level since early 1956, and is
27Y% % higher than the number
reported only last February. Or-
ders for lumber have shown a
sharp advance since the Fourth of
July, contrary to the usual sea-
sonal movement, and lumber
prices have advanced. Lumber
orders have been higher than
production for eight consecutive
weeks, and with a few exceptions
have been continuously higher
since the beginning of March.
FHA. insurance applications, sea-
sonally adjusted, have reached a
new high record. Cement ship-
ments have shown a sharp recov-
ery from the decline reported
early- this year.

The principal influence tending

Continued on page 39
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= H . ' The following statistical tabulations cover production and other figures for the
Indications of Current . il

latest week or month available. Dates shown in first column are either for the

Bu siness ActiVity week or month ended on that date, or; in cases of quotations, are as of that date:

Latest Prevlt’){us Month ‘z‘;ear 3 Latest. Previous Year
AMERI IRON AND STEEL INSTITUTE: Week Wee! Ago g0 AW Month ;. " . Month Ago
mdlicgi‘elg Steel operations (per cent capacity) ————------Aug. 31 §63.6 *62.6 57.8 2.2 | CIVIL ENGINEERING CONSTRUCTION — N e :
Equivalent to— GINEERING NE“b-RECORD — Month of
Steel ingots and castings (net tons). Aug. §1,717,000 1,690,000 1,561,000 2,103,000 P .{uiyuméws on:iue{}» i .
g 4 ; onstruction __ 2,601,754 s1 899,389 $1,589,073
AN PETROLEUM INSTITUTE: OUELA K op i B0 > .589,
”};‘,ﬂ‘,‘}f ofl and condensate output—daily average (bbls. of ’ Erivate. constriotion,, 941,866 .. 633,762 637,218
42 gallons each) Aug. 6,838,935 6,836,185 6,528,385 6,836,915 |  Public construction . 1,660,088 951,855
Crude runs to stills—daily average (bbIS.)eemmm —m—cemee AUg. 17,713,000 7,597,000 7,450,000 7.969,000 | . . State and municipal _______ : -1,031,506 " v, 2 677,410
Gasoline output (bbls.) Aug 27,577,000 27,589,000 27'502'338 27'2&.'832 Federal . ;. ..628,582 441,705 274,445
tput (bbs.). Aug 1,950,000 1,545,000 1,304, 1,852, -
g?;‘iﬁi‘ii %lxlelx) oil output (bhls.) Aug 11,628,000 11,730,000 11,266,000 12,425,000 CO_V“M“ CREDIT OLTSTM\N\Ga—BOARD
Residual fuel oil output (bbls.) Aug 6,897,000 6,641,000 6,891,000 7,843,000 gl*ngovuzvggs o;v"rmr ‘FEDERAL RE-
Btocks at refineries, bulk terminals, n transit, {n pipe lines— o i Afihed [un. BERVE-SYRTEM-CREVIBED :”:‘"—E*li;.
d unfinished gasoline (bbls.) 84 cemeeeem-Aug. 176,487,000 177,297,000 179,556,000 172,136,000 mated short’ and intermediate -term:credi
i B ey Aug. 27,018,000 26,306,000 25,631,000 33,021,000 in_millions as..of June: 30: o
e fuel oll’ (bb1s.) at Aug. 15 128,767,000 124838,000 113,483,000 146,703,000 | Total consumer credit - - s§§ oy
L 7’165 7 : o] | Tng 2
Residual fuel oil (bbls.) ntuumns‘ Aug. 15 67,165,000 67,251,000 b7'199’.000 50,923,000 T Atomobile o 3¢, 6;1
"ml&fﬁg‘r’xf A coumber of cars Aug. 16 625,991 618,580 581,817 750,640 Other & S BI203

¢ 4 4 N & 4 e Repairs and modernivaﬂon lomns___ ©°1,942
Revenue freight received from comxectuma (no. of earg)=iug. 16 518,061 521,832 451,056 605,314 Personal-loans S Tagate

CIVIL, ENGINEERING CONSTREUCTION ~ ENGINEERING Noninstalment credit ... . 10,068
NEWS-RECOED: WL . ) o Single payment loans.. 3,645
Total U. 8. const,r t1 Aug. 21 $373,038,000 $336,876,000 $455,420,000° $257,744,000 Charge ' accounts 3,949
Pl'lva{e consu"ﬂ'inn Aug. 21 161,376,000 152,018,000 152,643,000 104,251,000 . Bervice eredit ... Tt 2,474
Public construction .21 211,662,000 184,858,000 302,777,000 * 153,493,000 g
State and municipal .21 166,401,000 148,749,000 224,914,000 121,201,000 | CROP PRODUCTION — €ROP RI‘,PORTIVG
Federal . 21 45,261,000 36,109,000 77,863,000 32,292,000 BOARD l]f S‘A Dl"ll"l" Ol-ﬂA(le(,(']( l)fll JRE—
Crop as of Aug, in thousands « d
COAL QUTPUT (U. 8. BUREAU OF MINES): g il Corn, all (bushels) ___. . % 3,487,159 - . 3,311,249 3,402,832 .
.16 8,110,000 #7,965,000 7,510,000 9,570,000 ' ;h301, o 3,311, 3 %
10, » i ) B o a ot b ¥ AT i deeden
Beunashriats mathomcle (tank)e e 16 doaoo0  a1Looo 466000 aswooo | - WiEEL AH CRIGRS -t G o
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE . 1 All spring (bushels)_ .. 1-4249,957 213,763 3
SYSTEM—1947-19 AVERAGE = 100. Aug. 16 124 120 110 22 Durum (bushels) o LINa. TS 14,585
" . . Other spring (bushe! s e O 2 198,778
T el Aug.23 12,486,000 12,851,000 . 12,319,000 - 12,023.000 |~ Outs (bushels) . 2 G ;1255244
N & “Barley (hushels) _ . - . 423,175
FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & =~ e . S 556 | Rye™ i bushels s 203 T3 aee
" BRADSTREET, INC. . = . Flaxseed (bushels) __ > X 5,682 . 31,804
: ‘Rice - (100~ LULY N 5,977
IO AGE COMPOSITE TR Aug. 19 6.168¢ 6.188¢ 5067 ] B ey o At o 56197
5 n). \ug. 19 $66.49 $66.49 $66,49 $66.40 B D lag : : ¢ g
Pig iron (per gross ton) : . , 530 Cotton (bules) - vl 10,96 4
Scrap steel (per gross ton) Aug. 19 $41.83 $41.83 $36.17 $53.00 1 Jray, all (tons)-.__ :

A 'ATIO; H Hly, wild (tons)_ ]

.glrg:a:;?tligli:%p(pﬁ}f Tt i e NS) Hay, alfalfa (tons). b % 53,339 '$9.092
Domestic refinery at. Aug. 20 26.100¢ 26.100¢ 26.100¢ 28.000¢ Hay, clover and timothy (tons 22,6 2! 5 22,087
Export refinery at. Aug. 20 25.300¢ 25.175¢ 24.875¢ 26.075¢ Hay, lespedeza (tons)__ . ,2 i 4,852 -

Lead (New York) at Aug. 20 10.750¢ 11.000¢ 11.000c 14.000¢ Beans, dry cdible (cleaned) (100-pound bags 3¢ G 15,771 -
Lead (8t. Louls) at Aug. 20 ] J 10.800¢ 10.800¢ 13.800¢ Peas, dry field (cleaned) (100-pound bag L : 3,270
tZinc (delivered) at F Aug. 20 K 10.500¢ 10.500¢ 10.500¢ Soybeans for beans (bushels > z 479,841
Zine (East St. Louis) at Aug. 20 i 10.000¢ 10.000¢ 10.000¢ Peanuts (pounds) .__: e i ks (,57 410 Loshs 1,445,110
Aluminum (primary pig. 99% ) at. Aug. 20 24, J 24.700¢ 24.000¢ 26.000¢ Potatoes (hundredwi ('1"ht\~ ; : .
Straits tin (New York) at. Aug. 20 94.500¢ 94.750¢ 96.500¢ 94.375¢ gn\ller - i = ot - s Shge ¥, A5 %gg‘(&)
) v 1L ERAGES: arly spring ... L i L3
"%‘.’g,"é”o&‘iﬁn'le,‘:? EE?];DA LAY 2 Aug. 26 89.74 90.92 3323 8'(7).3% . tﬁn *E‘; xlzxxlg]e} - 2 ﬁzgl
te Aug, 26 92.50 93,08 5.32 90. urly s e 2
ﬁ:e."ze ;e \u‘&. 26 97.16 97.94 100.65 94,26 Xiﬂle summer - - - 35,811
As aug. 26 95.32 5.07 98.09 92,64 Fall . - - o 173,906
A Aug. 26 92.50 93.2: 95.3 90.48 Total s 256,344
Baa Aug. 26 £5.85 Y 84.04 h}\w(-tpotutoes (hundredw ght) - 17, 89’3
Rallroad Group Aug. 26 $9.51 89.64 91, $8.40 ‘Tobhaceo ‘4 pounds) .. = - 1,728,292
Public Utilities Group : Aug, 2 92.35 9323 - 96. 90.77 ;::z;:tﬁéftsf':'“;““%ﬂ and sced (tons) 14 égi i 54(]
. 26 95,09 96.69 98,7 91.62 3 - g 4
Industrialg .Group Mg 96.52 46.63 4 Broomcorn (tons) . N 3 33

IOODY'S BOND YIELD DAILY AVERAGES: - o ; . Hops. (pounds). ... = - .- 51,918 52,218

U. 8. Government Bonds Aug, Apples, commercial ¢ _ 7125999 123,920

Average corporate Aug, 2 Peaches (bushels) . = 75,510 74,889
Aag Aug. 2 Pears (hushels) __. . Lo 28,204 28,066 T
A‘ Au”'f’ Grapes (tons) __. : 556 2,704 2 5'!’1
J Aug. 2 Cherries (12 States) (tons) La 5 17% 240

B‘ - A“’f‘ Apricotes (3 States) (tons < s St : 8 ; 117 190 -
Railroad Grou : Aug. 2 Pecans (pounds) .. ST . 9,2 £ . 131,350,

P - o

Public Utilities Group Aug. 26 :

Industrials Group Aug. X | FACTORY EARNINGS AND HOURS—WEEKLY
MOODY’'S COMMOPITY INDEX Aug, 26 391.5 395, . 21, AVERAGE ES‘;;IMEATE—U. S. DEPT. OF

Al OCIATION: - LABOR—Month of July:

NA’I‘I;:;AL Mﬂ.‘m(ltm o e Aug 261,628 298,376 262,002 260,018 | Weekly earnings—

Production (tons). Aug 294,259 288,874 255,448 286,966 All .manufacturing .

Percentage of activity. sAug. 93 92 83 94 Durable goods .

Unfilled orders (tons) at end of period o mmmmmeun Aug. 439,249 471,682 451,865 477,075 I{Of“‘:;l:(lurable 800ds
olL, um’r AND DRUG REPORTER PRICE INDEX-— .

1943 A

0 i
VEBAGE = 100 Aug. 108.73 109.30 110.31 110.39 g‘dn’l"‘ﬂ':“gg&‘l‘:r_"ﬁ

ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- Nondurable goods - __._
BERS, EXCEPT ODD-LOT DEALERS AND. SPECIALISTS: Hourly earnings—
Trensactions of specialists in stocks in which registered— All manufacturing _
Totak purchases Aug 2,442,080 2,425,130 11,322,770 1,195,170 Durable goods ...
8hort sales Aug. 590,890 628,350 271,720 210,600 Nondurable goods -
Other sales Aug. 1,938,740 1,838,600 1,001,640 1,039,990
Total sales Aug 2,529,630 2,466,950 1,279,360 1,250,590 | INDUSTRIAL PRODUCTION—BOARD OF GOV~
Other transactions initiated on the flaor— i ERNORS OF THE FEDERAL RESERVE
Tojal puxchases | Aug. 568,620 653,740 265,500 152,970 SYSTEM—I1947-49—100—Month of July: "’
Short sales l 2 Aug 34,300 68,700 20,300 12,300 Seasonally adjustul
Other sales . Aug. 503,320 526,810 278,770 145,720 Unadjusted .-
Total sales Aug, 537,630 595,510 299,070 158,020 .
Other transactions initiated off the floor-—— SELECTED INCOME ITEMS OF U. S. CLASS I
Total pur Aug, 822,620 818,340 419,094 . 340,870 RYS. (Interstate Commerce Commission)—
Short, sales Aug 208,230 146,760 132,430 47,190 Month of April: 1 %
Other sales Aug. 789,742 757,269 478,576 367,770 Net railway operating income f s3u 900,976  $44,004,297 331,286,885
Total sales Aug. 997,972 904,029 611,006 414,960 | - Other income ___ “ 408,443 20,876,603 18,926,390
T round-lot t i t of members— ¥ Total income. _ B : ab 309,419 64,880,900 100,213,275
purchas Aug. 3,833,320 3,897,210 2,007,364 1,689.010 Miscellaneous deduc J 4,141,189 4,753,563 4,588,165
Short. sales . Aug. 2 833,420 843,810 430,450 270,090 Income available for fixed charges__ 52,168,230 60,127,337 25,625,110
Other sales . . Aug. ¢ 3,231,812 3,122,679 1,758,986 1,553,480 Income after fixed charges__.. 20,761,402 28,519,448 ©5,222,863
Total sales Aug. 4,065,232 3,966,489 2,189,436 1,823,570 | Other deductions - 4,033,976 3,983,499 4.231%53)
TOCK TRANSAC P-LOT OV DD~ Net income ___ 16,727,426 24,535,949 - €0,991,31
. LOT DEALEB’gloiﬁnF%.;E%?AL%STs.Aggog?]T"oFérl("o‘?x . Depreciation (way-& structure & equipmentl 50,180,879 £0,181,644 = 48,256,178
EXCHANGE — SECURITIES EXCHANGE COMMISSION: Federal income taxe: 13,057,669 - 15,102,391 29,896,376
Odd-lot sales by dealers (customers’ purchases)—t Dividend appropriation \ : . :
Number of shares Aug 1,520,845 1,478,058 979,005 1,200,138 On common stock— 17,930,487 24,53'7,’?60 29,808,065
Dollaz value Aug $68,972,997  $68,517,401  $45,019,661  $60,584,735 On' preferred satoclk 831114, . 1,518,626 504,931
Odd-lowuzchases by deams (customers‘ sales)— ey e e Ratio of income to fixed charges___________ 6 1.90 3.15°
al sales.. A
I crs o g g it S0E,810 890.848 | 'REASURY MARKET TRANSACTIONS IN DI-
&' other gales Aug. 1,563,728 1,501,114 896,217 gpz770| BECL -AND. GUARANILED SECURILIES
_ Dolax vaiue Aug. 2 $70,358,060  $G6,151,566  $38,883.018  $43,945,336 OF V. 5. a--Monulk obJuge; : y -
Ronnd-lot saleg by dealers— 4 Net sales - e 3 $73,296,450 .
Number of Total sales. Aug. 555,590 506,670 294,410 Net purchases .. $58,167,000 - $182,398,
%’:h'”; ::1*:‘ Aug : ———— | U. . GOVT. STATUTORY DEPT LIMITATION
Bound-lot purohacs o7 5o ug. ¢ 229,350 —As of July 31 (000's omitted): . «
Number pu CHRets DY dea:bra— Total face amount that may be outstanding

g
BaoDiom
GRES8ES

-
on
-

[SYCE SIS

[CYCYCEN]

[CRCY 3 )

Aug 450,250 489,470 331,080 501,190 at any time $280,000,000 $280,000,000 $275,000,000

TOTAL IOUND-LOT STOCK SALES ON THE N. Y. STOCK Outstanding— ,
EXCHANGE AND ROUNP-LOT STOCK TRANSACTIONS Total gross public debt 275,466,164 276,343,213 272,468,742
FOR ACCOUNT OF MEMBERS (SHARES): Guaranteed obligations not owned by the 1

Total round-iot saivs— Treasury 102,094 101,220 106,672
Short sales i 1,094,050 1,203,580 617,440 366,710

Other sales 18,458,120 18,527,810 10,237,690 8,840,780 Total gross public debt and uunrunteed

Total. sales ; . 19,552,170 19,731,390 10,855,130 9,207,490 obligations ; $2175.568,258 $276,444,438  $272,575.414
Deduct—other outstanding public debt obli-

WHOLESALE it N‘m’;""ln’-s—u- S. DEPT. OF ) gations not subject to debt limitation. 429,147 430,998 444,439

. Grand total outstanding. $275,139,111 $276,013,439 $272,130,975
F Produc :3; ig 1:753 . 151)2} légg Ealance face amount of obligations,
'arm oducts - ) X 3 5 9
Pro d food - ~Aug. 19 1107 4 { 1124 106.8 under akove authority________ 4,860,888 3,986,560 2,869,024

eats Aug. 19 108.2 i 112.9 97.5 | UNITED STATES GROSS DEBT DIRECT AND
AlJ cnmmoditles other than farm and toods_.__.__...Aug. 19 125.9 X 126.0 125.7 GUARANTEED—(000's omitted):

X As of July 3__ $275,568,258" $276.444,438 - $2172,575,414
sRevised figure. fIncludes 985,000 barrels of.foreigm crude.runs. -§Based on new annual capacily 6f 140,742,570 tons| General funds balance 2 . . 5,118,714 9,749,102 4,475,128
as of Jan, 1, 1958, a6 against Jan, 1, 1957 basis of 133,459,150 tons. 7Number of orders not reported since introduction of

Monthly Investment Plan, jPrime Western Zinc sold on delivered basis at centers where freight from East St. Louis exceeds Net debt $270,449,544 $266, 695 336 £268,100,286

igitized for ﬁ??ﬁ%’éﬁ‘-‘"‘ a pound. Computed annual rate i ‘)‘ o 2.638 2.741%
ttp://fraser.stlouisfed.org/
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- more-than half the enlire decline Ioa~1s, to encourage an expansion
in the money-easing .episode of|in security loans, to bring about

October: 1957 to April 1958. In|2 Mmarked expansion in member

Contmued f1 om page 37
z .| bank
part,. this advance represents the | gihe h&gg;gsa%fd“f: e;?;?g;‘; T}fg

. "correction.of an abnormal -spread | gold export movement. These de-

to retard business recovery is con-- between= yields .on governments velopments, together with an un-
finued slackness in- the: automo- ‘and” corporate bonds; but, the|explained. increase . in money in
‘bile industry:. New passenger car Zlgz‘t/r};ness (:ibth?i 1evclxsatll 11[21 %ge cxrcul;i\ltlcin have been more than
ernment pbond market an e| enough 'to “cause an increase i
registrations, seasonally adjusted; failure of corporation bond yields| interest rates and to bring abouri ‘
have reached: the lowest level i, follow the trend of yields on|the most confused money market
_since 1952, although the decline governments appear to reflect an|situation in many years. It is im-
has not been quite- so. severe.as; unusua]; and abnormal situation in | possible: of course to foresee:ex-
-indicated: by, unofficial retail sales the money market. Another un-|‘actly -how the present abnormal
. figures. -Used;ear, prices have ‘held usual development has been a de- | situation will be straightened out,
up unusually well, however, and cline. in yields on high-grade|or straighten itself out, but lt
" dealers’ new car inventqries -are’ common stocks to a level slightly | seems probable that the United
"not- so-high:as' in _some ‘previous lower® than the yield on high-|States is in for a pericd of higher
. summers,: sexthat the new-model grade corporation: bonds, accord- | interest-rates which may- last for
year should get off to a fanly irig'to Standald&Pom s averages.| some little time.—From Research
good start. : The upturn in interest rates is| Department of E. W. Axe & Co.,

3 attributable largely to the too- Incorporated
Money Market .. vigorous.- easing of the ~money
.~ Both short-term and long- tclm market by ‘the Federal Reserve
interest rates have -advanced. The  Banks earlier in the year. The
 yield onTreasury bills has crossed combmed effects of xeducmd re-
- the Reserve Bank discount late, serve 1equ1rements 1educmg the
* - and the San Francisco rate -has discount.rate, and open market
* been advanced. Long-term Treas- operations - (any. one of -which
ury- bond prices. have. declined might have been  sufficient for
- sharply despite heavy purchases the purpose at hc.nd) was to cause
. by the Reserve Banks .and the a marked advance in stock prices,
. Treasury itself, so that the yield {o prevent.any further liquidation cents (50¢) per share on the.common
_on these  bonds- has 1ecove1ed of- commercial . and = industrial A dividend of five cents (5¢) per stock, payable: October 15, 1958, to
; o g stockholders of record at the close

share has today been declared on :

DIVIDEND NOTICES of business on, September 15, 1958.

the outstanding common stock of
this Corporation, payable on Sep- GERARD J. EGER, Secretary

tember 30, 1958, to stockholders of

record at the close of business on

September 5, 1958.

A. R. BERGEN
Secretary.

DIVIDEND NOTlCES DIVIDEND NOTICES

GEORGE W. HELME COMPANY

f 9 Rockefeller Plaza,. New York.28, N. ¥,

| t 27. 1958, a quarterly di f
14333, oeng'm hare- on the Prefe rrvo(w
and & dxvldend of 40 cents sharer
Common Stock were declared, payable

1, 1958, to stockholders of reoord. al. they

of business September. 13, 1958;

P J Nsmmwsmm

INTnnmﬂonn Sm.'r
COMPANY ‘

DIVIDEND NO. 177

| A dividend of ONE DOLLAR 3,
share. has: been, declared on the |,
capital stock of this Company,
- payable October 1, 1958, to stock- |i
holders of record at the close of
' business on September-15, 1958;
' The stock transfer hooks of the
Company will not be closed:
HERVEY J. OSBORN:
Exec, Vice Pres, & Sec’y.
2P AR A RAPARARARA RA RA A R RARA RA RARA A 1A 1 A A

ROBERTSHAW - EIIL'[ON
CON'I‘IWI.S COMPANY.

Richmond; Va., |
PIEFEIREB_SW
A segular - quarterky
dividend of $0.34325
pershare has beende-
clared on the $25.00
par value 54 percent
Cumulative: Con-
vertible Preferred
Stock, payable
September. 20, 1958
to  stockholders of
record” at' the close
of business.Sept-

MR.CONTROLS ember.10, 1958,

COMMON STOCK
A regular quarterly dxvuiend of 37%¢ per
share has been ¢ on the C
! Stock payable- September. 22, 1958 to
i stockholders; of - record. at - the. close: of
. business September 10, 1958. The transfer
books will not be closed,

JAMES A, WITT,
Secretary,

DIVIDEND NOTICES INTERNATIONAL
E@_——ﬂ_ B | warvester

COMPANY
(OMMERCIAL SOLVENTS

- The Directors of International
Coporation Harvester Company have declared
DIVIDEND No. 95

quarterly dividend: No. 174 of fifty

CONTINENTAL BAKING COMPANY{

Preferred Dividend No, 79
~“ The-Board-of  Directors has declared this' day a quarterly dividend
of $1.37% per share on the outstanding ‘$5.50 dividend Preferred
Stock,  payable October 1, 1958, toistockholders of record at the
close of business September 12, 1958.

Common Dividend No. 54
The ‘Board of -Directors has declared this day a regular quarterly
dividend; for the third quarter of the year 1958, of 55¢ per share
on- the- outstanding. Common Stock, payable October 1, 1958, to
holders-of record.of such' stock at the close of business September . ||
12, 1938.
The Company has increased the l’C},Uldl‘ quarterly dividend from 50¢

A 20, 1958

August 25, 1958,
/

-—m
Diamond
Chemicals

SUNDSTRAND §
2

. 115th Consecutive
Dividend.

The. Board of Directors.at a
meeting, on. August, 21, 1958,
declared a_quarterly dividend of
seventy-five cents per-share on
the. capital stock, which. will be
payable September. 11, A 19568, to

Regular. Quarterly stockholders of record Angust 28, s “ “ D s T R A " D"

Dividend on Common Stock ey MACHINE TOOL CO..
The Directors of Diamond Alkali : + Senior Vice President 0.

|| to 55¢ per share on the out<mndmg Common Stock effective with

. the dividend payable Octo-
ber 1, 1958, for the.third
quarter of the year 1958.
The stock transfer books will_
not’ be closed.

WILLIAM fISHER

TREASURER

August 2.7, 1958

m

: Tar@/ton
=

HIAREY

. CMBRETTES: -

CIGARETTES

21611 PREFERRED DIVIDEND
A quarterly dividend of 1Y2% ($1.50. a share) has been
declared upon the Preferred Stock of THE AMERICAN ToBACCO
CoMpaNY, payable in cash on October 1, 1958, to stock-
holders of record at the close of business September 10, 1958,
Checks will be mailed.
August .26, 1958

©4, 7. Con

Harry L, HILYARD
Vice President and Treasurer

Company have on Aug, 21, 1958
declared a-regular quarterly
dividend of 45 cents per share,
_payable Sept. 15, 1958 to hold-
ers of common capital stock of
record Sept. 5, 1958.

DONALD S, CARMICHAEL, Secretary
Cleveland, Ohio - Aug. 22, 1958

DIAMOND ALKALI COMPANY

Clomicals you b b

EARNINGS STATEMENT

FEDERAL INSURANCE
“~COMPANY

‘4 Notice'of ‘Availability
of Earnings Statement
for the
Twelve Months
. Ended June 30, 1958

PLEASE TAKE NOTICE that Federal
Insurance- Company has made gener-
ally available to its security holders an
earnlngs statement of the Company
covering the twelve month period

ended June 30,1958, This period began

after the eﬂ'e(me date of the Regis-
tration Statement of the Company re-
lating to 400,000 shares of capital stock
offered - in exchange for shares of

[ capital stock of The Colonial Life

Insurance Company of America, filed
under the Securities Act of 1933, as
amended. This earnings statement has
been made available in accordance
with the provisions of Section 11 (a)
of the Securities Act of 1933, as
amended. A copy of the earnings
statement will be mailed on request to
any security holder.
FEDERAL INSURANGE COMPANY
By: Joseph J. Magrath

Secretary

90 John Street

New York, N. Y.

August 28, 1958

Southern California
Edison Company

DIVIDENDS

The Board of Directors has
authorized the payment of
the following quarterly divi-
dends:

ORIGINAL PREFERRED, STOCK
Dividend No. 197
60 cents per share;

CUMULATIVE PREFERRED STOCK,
4.32% SERIES

Dividend No, 46

27 cents per share.

The above dividends are pay-
able- September 30, 1958, to
stockholders of record ‘Sep-
tember 5. Checks will be
mailed from the Company's
office. in Los Angeles, Sep-
tember 30,

P.C, HALE, Treasurer

August 21, 1958

K G. J.LANDSTROM
- Vice Pres:dent‘Secremry
Rockford, Illmau
Augpst 19, 1958

DIVIDEND NOTICE

The Board of Directors de-
clared. a regulat. quarterly
dividend of 25¢ per share.on,
the common stock, payable
September 20, 1958, to-
shareholders of ~record
September 10, 1958.

UNITED GAS

CORPORATION

SHREVEPORT, LOUISIANA
Dividend Notice

The Board of ' Directors
has this date declared a
dividend of thirty-seven
and one-half cents (37%2¢)
per share on the Common
Stock of the Corporation,
payable October 1, 1958, to
stockholders of record at
the close of business on
September 10, 1958.
B. M. Byrp

August 27,1958 Secrelary

BERVING THE

igitized for FRASER
tp://fraser.stlouisfed.org/
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Behind-the-Scens Interpretations
from the Nation’s Capital

L

WASHINGTON, D. C.— The
Congress of 1958 can now be
chalked up as the most reckless
spending law-making body ever
to represent the American peo-
ple. There has never been a
legislative session like it.

1t is pretty obvious that many
of the members vote for money

bills on the theory that it is '

much more popular to spend
than to reduce taxes. Many New
Dealers and Fair Dealers in and
out of Congress are already
pointing with pride to the 1958
session. Here was a session of
tremendous  accomplishment,
they declare, without giving the
whole story.

If appropriating .-more than
$72,000,000,000 of money, bil-
fions and billions more than the
Treasury will take in, then
there is no argument about 1958
Peing a year of major accom-
plishment on Capitol IIill. But
the big question Congress left
unanswered is: How long can
the Government continue run-
ping a maulti-billion dollar
deficit each year?

YTearful of Labor

The truly great opportunity
that Congress had of doing
something really constructive
for the good of all the Ameri-
can people was sidestepped with
premeditation. Certainly one
of the big issues in this country
foday is Big Unionism. The
PDemocratic controlled Congress
sadly refused to do anything to
restrain the ever growing un-
ionism, despite the disclosure
after disclosure of -corruption
and racketeering in some of the
big unions. J

The Senate and Ilouse leader-
ship is only partially responsi-
dble for letting the people- down
iin .their hour of need. Many.
amembers of both parties were
opposed to passing anything
that might be regarded as anti-
“Labor in 1958, a national elec-
tion year,

In the years ahead, perhaps
youngsters of today will point
to 1958 as the year Congress
voted to admit Alaska to state-
fhood, and appropriated more
money in peacetime than any
_Congress in history. Sure there
“was a crisis this year, and as it
has been pointed out here be-
fore, there will be a crisis every
year. If a legitimate one does
not crop up, the politicians in
Washington will try and create
a phony one.

,Measures Approved

Certainly Congress passed a
lot of legislation, but it is ques-
tionable whether all of it was
good. Some major pieces of
legislation . enacted were exten-
sion of reciprocal trade, extend-
ing the corporate excise taxes,
raising social security payments,
increasing postal rates, increas-

ing the pay-of more than-1,000,- :

000 'government, worlkers. ‘aban-
doning the pay-as-you-go; Byrd
plan for the highway construc-

tion program,-raising. the ‘debt :

ceiling to $288.000,000,000, and

providing: some tax velief for

‘small business.

Also Congress passed- the

. Alaska statehood bill, emer-
gency housing program,. defense

_reorganjzation, creating a space

agency, providing increased un-

‘employment benefits. and re-

quiring labor and management

t? disclose publicf_v their pen- :
sion and welfare funds, provid-

ing a new mutual security pro-

And You

gram, and enacting a humane
slaughter bill. There were nu-
merous other bills passed.

Judgeship Bill Sidetracked

Some important bills got side-
tracked along the way after
they came out of committee.
For instance, there was the om-
nibus: judgeship bill that would
have created 46 additional Fed-
eral judges. ‘The Judicial Con-
ference of the United States and
the Justice Department wanted
the- bill, because of congested
dockets and overworked jurists
in several areas.

The hard, cold facts are the
Democratic - leadership snuffed
out the life of the Judiciary
Committee approved bills. Why?
They did not want a Republican
President of the United States
to get the credit of naming the
judges. All judgeships nomi-
nated by the White House must
be confirmed by the Senate.
President Eisenhower has shown
that he will nominate Demo-
crats for judicial positions.

Spending Attacked

After watching Congress in
action for years, old time neu-
tral observers say they never
witnessed such a spending hay-
ride as the Congress of 1958.
Senator Harry F. Byrd of Vir-
ginia said that not in his mem-
ory had an American Congress
been so reckless, The Virginia
independent Democrat was not
alone among his colleagues.

In his swan song in the Sen-
ate, Senator William E. Jenner,

‘ Republican of Indiana, who ‘is

retiring voluntarily, declared
that there was nothing in the
New Deal, nothing in World
‘War II, nothing in postwar years
of Korea, anything like as out-
rageous as the spending spree
of 1958.

“My fear is this,” said Senator
Jenner in his farewell speech,
“The ‘American peecple, like

. ‘other people, can not stand the

moral deterioration, the intel-
lectual decadence, that the
flight to inflation brings. The
men in Congress who pushed
the American economy over the
brink, from.financial responsi-
bility to runaway inflation, will
have to answer for the destruc-
tion-of everything political, eco-
nomic, moral, intellectual that
made America strong.” :

Senator Jenner perhaps made
the most. overall thought-pro-
voking speech -that has been
delivered in the United States
Senate in the 85th Congress. It
is too bad that the text of the
address was not printed all over
the country. '

Warns Against “Easy Money”
He pointed out what few peo-

: ple in the United States realize.

when he declared:; “Congress is

kept in a state of perpetual con-
: fusion, goaded to such speed
. the Tieimbers ean not think. But. ..
{ it “you ook - carefully, there is ' .

no confusion.. The problems: are

i really. simple.

““If 1 had -to reduce. every-
thing I have learned.in the last
14 yvears to one sentence; I could
sum it up in these 1vords,
‘Please do not give yvour goy-
ernment so much money' . . .

Easy money is the root of po- .-

litical corruption. Rigid control
of public money is the root of
political morality and political
creativeness. ) i

<L If the New Dealers had
not had too much money, they

- ]
\ Washington .

\

T Twits
FINANCIAL
ADVISOR

y

€
T

‘He says the present economic condition is due to

international uncertainties, conservative consolidation

and certain corporate contingencies—in other words,
he doesn’t know eitner!”

e o Duke Endowment Year Book, in-

could never have set up ‘emer-
gency’ agencies and created the
sprawling bureaucracy which
devoured the old line Federal
agencies, . . . If the postwar
agencies had not had far too
much money, they would have
been unable to make our exec-
utive branch so huge, that Con-
gress can not control it, so se-
cret that neither Congress, the
press, nor the people can find
out what is going on,

“No spending government
ever gave up spending volun-
tarily. If it is threatened with
less of the money it leaves, a
spending government will fight
with everything that it has, to
preserve its advantage.”

Don’t “Abandon the Ship”
After declaring that the 1958
Congress engaged in the “wild-
est spending debauch ever en-
gaged in by any Congress,” and
“I have chosen these words de-
liberately,” the Indianian ad-
monished; “I have not said the
American people are going to
travel the primrose path of in-
flation., I say they are being
pushed in ‘that direction by
wild-eyéd socialists, ambitious
intellectuals,  power - seeking
-demogogues and hidden Com-

munists,

;% ;. To leave the Senate is
not to abandon the fight. Those
who have been once involved
in this conflict will never be
able to turn away again until
the fight is won . . . X leave
the Senate with regret, I return

to my home in Indiana with
hope and joy. ..”

- Business
Man’s

- Bookshelf

American Association of Advertis-

ing Agencies 1958 Roster —
American Association of Adver-
tising Agencies, Inc., 420 Lex-
ington Avenue, New York 17,
N. Y.—paper.

Catalogs .of Technicél lieboi-fs:

Molded Plastics (No. CTR 347);
Polystyrene (CTR 346); Zirco-
nium (CTR 344); Anodic Coat-
ings (CTR 348); and Greases and
Lubricants (CTR 345) —U. S.
Department of Commerce, Wash-
ington 25, D. C.—10c each.

~ Contract Method of Construction

Safeguards Public. Funds—Bro-
cuarc—Associated General Con-
tractors of America, Inc., Wash-
ington, D. C.—paper.

Growth of Life Insurance in the

State of New Jersey 1940-1957—
Institute of Life Insurance, 488
Madison Avenue, New York 22,
N. Y.—paper.

Growth of Life Insurance in the

State of Texas 1940-1957—Insti-
tute of Life Insurance, 488 Mad-
ison Avenue, New York 22, N.Y.
—paper.

cluding Annual Reports of the
Hospital and Orphan Sections—
The Duke Endowment, Power
Bldg., Charlotte, N. C.—paper.

[This column. is intended to re- Handbook for Employers with Key

flect the “behind the scene” inter-
pretation from the nation’s Capital
and may or may not coincide with
the “Chronicle’s” owns views.]

Moes to Be Manager

Forms; A Guide to Employer
Rights and Responsibilities un-
der the New York State Unem-
ployment  Insurance  Law—New
York- State- Department of La-
bor, Albany, N..Y.

Management for Tomorrow—Nich-
Of New Bache Branch ™5 A, Glaskowsky, Jr., Editor

Maurice Moes has been ap-
pointed manager of the new
branch office of - Bache & Co.

——Graduate School of Business,
Stanford University, Stanford,
Calif.—cloth—$4.75.

which is expected to be opened on pocition of Paper Indusiry in the

T uesday, Sept. 2, in the busy New
York garment district, Harold L.
Bache, senior partner of the in-
vestment firm, announced today.
Located - on- the -ground floor at
1407 Broadway, the corner of 38th
Street, the new office is the first
Bache branch in that area and the
sixth office of the firm in' New
York City. R

Mr. Moes brings to his new post
many years of experience in the
securities industry, having started
his Wall-Street-career in 1936 in:
a research capacity.

Ted Siff will serve as assistant
manager of the new -office, and
Arthur Brooks will be associate
manager. :

Joins Walston Staff
(Special to Tun FIN:AN(:!AL CHRONICLE}

LOS ANGELES, Calif—William
E. Shine has joined the staff of
Walston & Co., :Inc., 530 South
Spring Street. - - g

- FOREIGN SECURITIES SPECIALISTS
:20 BROAD STREET » NEW YORK 5, N. Y.

: TEL: HANOVER 2-0050

TELETYPE NY 1971 -

Economy of Kalamazoo County
Michigan in 1954 — The W. E.
Upjohn Institute for Community
Research, 709 South Westnedge
Avenue, Kalamazoo,  Mich. —
single copies on request.

Project Cinderella — Report: on

programs used to launch 47 di-
versified consumer and indus-
trial products on low-budget—
Document House, P. O. Box 242,
Greenwich, Conn.—$10, -

Survey of Equipment and Services

in Reproduction by duplicating
processes -—— Offset Duplicator
Review, Inc., 101 West 31st St.,
New York 1, N.'Y.

Survey of Manufacturing, Activity

in Australia — Industries Divi-
sion, Department of Trade, Com-
monwealth Government of Aus-
tralia, Melbourne, Austrailia —
paper.

Cormac- Photocopy: Corp.

10 Post Office Square, Boston 3, Mass.

TRADING MARKETS

| American Cement
. Botany Mills, !
 *Warlitzer Co. Com.
--..7: Fashion Park |
Indian Head Mills
- United States Envelope
" Morgan Engineering

‘National Co.

- LERNER & CO.

" Investment Securittes !

Teletype
BS 69

Telephone
HUbbard 2-1990
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