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EDITORIAL

As We See It

"The Ford Motor Company has reached a three
Year agreement with the union to which its em-
ployees helong. Now a good many observers are
‘debating the question as to whether the settle-
‘ment reached is or is not “inflationary.” Both the
spokesman for the Ford organization, and Mr.
Reuther speaking for the union, have told the
public that the contract is not “inflationary.” In
view of the fact that this agreement is likely to
prove influential in the drafting of many other
similar contracts in the next few months,  its
terms are of very considerable general impor-
tance, and, of course, there are good grounds for
taking exception to-some of the things that have
been said and are being said about them.

' For our part, we should prefer to discard the
term- “inflationary” as meaning many different
things to many different people, and ask whether
this agreement will or will not seriously raise
costs and work out in such a way as to give these
workmen- an unduly large proportion of: current
output. That is to say, we should rather discuss . §
the question in terms of sound economic rela- '
‘tionships hetween these employees, their employ-
ers and the remainder of the public. In other
words, we should like to ask whether such an ,
arrangement may be regarded as in the interest
of all the people of the country. If it is not, then .
all of us must regret its consummation—and most
of us will in one degree or another have to pay
: Continued on page 36
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Resurgeni-canada;;

By DR. IRA U. COBLEIGH .

Enterprise Economist

The Outlook for Business

By JOHN D. WILSON*

Vice-President, The Chase Manhattan Bank,
New York City

Outlining a viewpoint that the recession in Canada has
run its course; and that the Canadian. economy is mow
on a launching platform from whence mew -altitudes of :
productivity and prosperity may be reached in the surg-
ing sixties. Study includes a list of Canadian.equities -
remarkable for their unbroken records of .continuous cash '
dividends variously from 5 to 130 years. ;

In common with most of the other nations of
the free world, Canada observed a pause in its
economic growth extending for many months in
1957-58. The phenomena of that pause were quite
similar in country after country—the elimination
of scarcities, lowered capital investment, price
slippages in many lines, rising unemployment,
dishalanced budgets and mounting government
deficits, easing credits, and a tentative sort of
psychology prevailing in the business community.

Canada was no exception. It followed the pat-
tern. After a number, of years of post-war bal-
anced budgets and fiscal surpluses, Canada re-
ported a deficit in its last fiscal year, and will
record another in 1958 in the order of $600 mil-
lion. Unemployment/ went over the 500,000 mark
in April, and nagging price slippages occurred in
those base metals in the production of which
Canada is most eminent — lead, zinc, copper,.
nickel and iron ore. Gold, which needed a price
rise more than any of these, still was monolith-
ically pegged at $35 an ounce, necessitating con-
tinuing and further subsidies to marginal pro-
ducers. s : :

Then, too, there were the international sore
spots, U. S. dumping of wheat in world: markets,
unfavorable tariffs, and in particular restriction

Continued on page 18

New York banker carefully provides a foundation for
his. prediction of decided improvement in business in
1959, which he believes should cairy over into 1960,
accompanied by a future economic environment in which
it may be less easy to push prices higher and to achieve
full employment. Mr. Wilson suspects, however, that
employment data should be favorable for 1960 and that
inherent inflationary bias will remain. He warns against
reliance upon credit policy in absence of fiscal restraint
to curb inflation; opines we have learned to mitigate and
not end the business cycle; and views increasing popu-
lation as pressuring reason for definite need to raise our
' economic performance goals.

The past year has witnessed a recession in general
business, followed in recent months by the.beginnings
of a recovery. Like all recessions,. this one has had its

i distinctive features. Not:all regions
have felt its impact equally; and
within each region different indus-
tries have fared in different degree.

The Gross: National Product (the

total value of all goods and services

produced) fell from an annual rate.
of $445 billion in the third quarter of

1957 to a rate of $426 billion jin the

early part of this year. That is a drop

of almost 4% %, and it compares
with a decline of less than 3% in

1953-54. Beginning with the spring
- quarter, however, this broad meas-

ure of economic . activity was re-

versed and began to creep higher.

We estimate that GNP at present is

running at a rate of more than $435
billion. Moreover, the trend at the moment continues
to be upward.

Likewise, industrial production dropped rather pre-

Continued on page 36

*From an address by Mr. Wilson before the Northwest Electric
Light & Power Association, Sun Valley, Idaho, Sept. 17, 1958,

John D. Wilson

LONG-TERM CANADIAN CASH DIVIDEND PAYERS—An integral feature of the cover page
article “Resurgent Canada” .are the tables showing Canadian listed common stocks on which
consecutive cash dividends have been paid up to 130 years.
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The Security I Like Best

A continuous forum in which, each week, a different group of experis
fn the investment and advisory field from all sections of the country

participate and give their reasons

for Favoring a particular security,

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

ARTHUR LIPPER I
Security Analyst
New York City

McGregor-Doniger

Of all the socio-economic forces
within the United States none is
more clearly apparent than the
increasing expenditures on greater
comfort by
the average
wage earner.
The fact that
the American
worker has
already been
successful in
attaining a
degree of
creature
comfort
heretofore
unknown does
in no way
diminish the
demand for
still more.

Being comfortable and being
casual are a concept and a term
used synonymously as relating to
certain facets of daily life. Re-
garding apparel, many of the
factors which'in the past have
favored sport and casual wear as

Arthur Lipper, I11

opposed to formal wear will con~ .

tinue to exert their influence.
Some of these factors are as fol-
lows: ;

Increased leisure time...longer
vacations, earlier retirement, etc.

Broadening of the middle in-
come. groups.

Both an absolute and percentage
increase in college - attendance
wherein the “uniform of the day”
is now casual wear.

A movement away from urban
centers by new family units.

A continued interest in partici-
pation sports - (skiing, boating,
golf, swimming) and . activities
(barbecues, walking, sightseeing,
ete.)

Increased use of the automobile
for pleasure and travel;

A general desire to -appear
youthful, vigorous and “in style”
rather * than “responsible and
stable” as in the past,

McGregor-Doniger is in the
business of selling comfort.

More specifically, this Company
is  the largest orgamization-in the
men’s and boy’s sport and casual
wear industry. Having the only
complete, all weather, indoor-out-

¢ door line which enjoys broad ac-

ceptance at both the retail and
wholesale 'level McGregor should
be in an enviable position to
benefit from the above noted
factors.

Founded in 1921, the Company’s
business was the importation of
men’s apparel from Scotland and
England. In 1924, it began manu-
facturing trousers, sweaters, and
sports hose from domestic and im-
ported materials.. By 1928 the
Company’s sales were approxi-
mately $1,000,000.00 annually and

the “line” continued to broaden.’

In recent years the Company
has introduced a wide group of
sportswear made of new fibers
such .as nylon, Orlon and Dacron.
It has been a leader in combining
new fibers with natural fibers
such as wool, cotton and silk and
in the development of easy-to-
wash apparel. The Company has
pioneered in the introduction of
new products having wide public
appeal, including the McGregor
Drizzler Jacket, which was orig-
inally developed as a light weight
garment for golfers and sports-
men and is now believed to be
the largest selling jacket in the
men’s wear field. Sales growth
over the years has been almost
entirely internal—the only sub-
stantial outside acquisition being

the purchase in April, 1955 of the
business of H. Lissner Company,
Inc., a - manufacturer of sport
slacks, trousers and Bermuda
shorts. 3

The Company concentrates. on
the production and sale of men’s
and boys’ sportswear .covering a
broad price range. In recent years
such sportswear has had increased
acceptance for use in business and
industry. The Company's five
main product groups are listed be-
Jow in the order of approximate
sales volume. 4

(1) Sport shirts made of a wide
variety of domestic and im-
ported materials: 33%;
Outerwear jackets made of
nylon, Dacron and cotton,
wool and other materials;
tailored sport coats of im-
ported and domestic wool,
corduroy and the new syn-
thetic fibers; and  jackets
made of suede and grain
leather: 29%.

Sport slacks, trousers, and
Bermuda, golf and walking
shorts: 16%.

Swimwear, tennis wear, and
knitted sport shirts and
sweaters: 16%.

(5) Boys' sportswear: 6%.

It is expected that both sales
and net income for 1958 will com-
pare favorably with the 1957 re-
sults of $49.4 million and $1.62
million, Per share results should
exceed $1.65 for the year ending
Dec. 31. i

It is interesting to note that
McGregor’s fixed assets, on a de-
preciated basis, as of Dec, 31, 1957,
were $1.2 million, whereas total
assets were  $23.3 million and
working capital $18.4 million.
Working capital of $18.4 million
and shareholders equity of $15.7
million were both the highest in
the company’s history.

MecGregor-Doniger, Inc. has out-
‘standing 1,025,000 shares of capital
stock divided into two classes,
Class A and Class B, the latter
class being convertible at thé op-
tion of the holder thereof, share
for share, into Class A. 335,864
shares of Class A are held by the
public and are listed on the New
York Stock Exchange. 489,136
shares of Class B are owned in
equal amounts by Harry E. Doni-
ger, Chairman of the company,
and William N. Doniger, Presi-
dent, and the balance of 200,000

(2)

(3

4)

_shares of Class B are held in trusts
‘for the benefit of their childen.

The Messrs. Doniger have stated
that it is their present intention
not to convert any of said 489,136

‘shares of Class B stock during
1958, ;
200,000 shares of Class. B stock ;.
‘held in trust, it is the present in-

1959 or 1960. As to the

tention of the authorized trustees

.to convert 66,666 shares of the!
Class B into Class A 'in each of!

those three calendar years.

Of the Class A outstanding, ap-'

proximately 100,000 shares  are

held by trusts and institutions.!
The “A’ stock receives a dividend:

of $.25 quarterly while the “B”
may only receive one-twentieth
that of the “A” or $.011%4 quar-
terly. Theoretically the $1.00 an-
nual dividend could be paid out of

,earnings were the company to

earn only one-quarter as much as

would therefore seem secure.

Since 1951 sales have inereased -

61% and net income 74%.
Inventories have been main-
tained .at less than 25% of sales;
this compares favorably with the
average for apparel manufac-
turers. ;
"The textile acquisition program
of MGD is one which enables
management to gear purchases to

————————————§

This Week's
Forum Participants and
Their Selections

McGregor - Doniger Company —
Arthur Lipper III, Security An-
alyst, New-York City. (Page 2).

Universal Products Co,, Inc.—Dr.
Joseph M. Weidberg, Miami
Beach, Fla. (Page 2). M

— )

]

orders and sales. Only a portion
(40% to 50%) of the projected
fabric requirements are bought at
the beginning of a season. The
balance-is acquired after sufficient
time has passed to more accurate-
ly guage demand. As material
costs represent onily about 25% of
the cost of a finished ‘garment,
McGregor is not seriously affected
by the price fluctvations of cot-
ton, rayon, nylon, etc.

In March, 1956 a group of un-
derwriters offered 300,000 Class A
common to the public at $16.25
per share. In September, 1956 the
stock was listed on the New York
Stock Exchange. The two-year
range of price to date has been
from 161% high to a low of 10.
The stock is currently trading
around 16.

1 believe that McGregor-Doniger
is an attractive situation for those
individuals and institutional in-
veslors. seeking a secure annual
retlurn in excess of 6%, a com-
pany occupying the dominant
position in an uniquely favored
industry, a relatively small capi-
talization with less than 200,000
in other than family or institu-
tional holdings and a price earn-
ings ratio of currently less than
10 times 1958 estimated earnings.

It can also be demonstrated that
McGregor possesses a truly supe-
rior management team vis-a-vs
the apparel industry. The manage-
ment has been able to “roll with
the punches” in a highly competi-
tive industry. The inventory pol-
icies, the diversitication of line,
the emphasis on creating brand
acceptance at the consumer level
and the tight internal contrcl are
all cases in point.

In conclusion, this writer is of
the conviction that as the demand
for comfort grows, so will Mec-
Gregor-Doniger. i

Dr. JOSEPH M. WEIDBERG
Miaii, Beach; Fla,” ~
Universal Products Company, Inc.

One of  those who supposedly
should always be in the class of
“listeners” feels like turning the
tables-for once and ‘speaking up
for “the stock
1 like best.”

1 .don’t know
whether the
writer can
“qualify as a
financial ex-
.pert. Yet if
his fairly suc-
cessful record

of almost 40

years in Wall

Street, during

bear markets

and bull mar+
kets, is any
criterion—and
the test of
survival and usual success with
rare hiatuses of short duration of
losses, recovered later, should be
of some value—these are my cre-
dentials.

The near ideal
should be one that meets the fol-

Dr. J. M. Weidberg

¥ dif Just yenr. The divideng  owvinE tests:

(1) It must not be in its swad-
dling clothes, but rather in the
adult stage, with a history of
progress behind it.

(2) It must be a growing con-
cern with considerable room for
development, = not yet a full-
fledged gilt-edged *security, but
fast becoming one.

(3) It must supply a commodity

Continued on page 43-
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' Establishing a Basis

For a Sound Recovery

By M. S. SZYMCZAK~* *
Member, Board of Governors of the Federal Reserve System
Washingten, D. C.

Reserve official’s . animadversion on inflation’s harmfulness
reveals definite Federa) Reserve policy to help achieve:- (1)

* lasting recovery ahead of full employment as the only way to
.provide jobs that will last; (2) a higher interest rate pattern
to overcome reluctance to invest in bonds due to fears of infla-

. tion; and (3) a cessation of unhealthy speculative tendencies -
and distrust of the dollar. The Governor states neither bank
credit nor money supply have been cut back—though idle bank -
reseryes have been permitted to" shrink.” He does not hesitate
to point out that as essential as it is to have recovery with
expanding-employment, “it is still more essential that it be a’

recovery. that- lasts, and' thus' provides  jebs: that also
‘ prove lasting.”

Recovery in economic activity
-has ‘been proceeding at a rapid
“rate. ' ‘Within' a relatively short
‘period, industrial production' has
" xecovered more than half the 13%
“gtecline from ‘August 1957 to the
‘low in April:of this year,

Describes Reeovery to Date

The recent increases in" activity
“have heen widespread and, it is
_-important to note, have. included

advances in -
industries
producing
- capital equip-
. ment. This js-
. in, contrast .to
"the continued
‘declines
- experiemced
lin equipment |
.industries
. after the total
[ .
Emdex of ‘in-
Z'dustrial  pro=-
4 €uetion had
ireached its
;low in the
jtwo earlier
Y postwar recessions. Significantly,
1 the recently completed survey of
. prospective dollar outlays for
!plant and equipment indicates
‘outlays for the third quarter of
“this year will hold level rather
:than.decline as indicated earlier,
- while in the fourth quarter out-
lays will show a moderate rise.
' So far, construction of industrial
buildings has continued to decline,
s but private housing starts have
‘ risen sharply—to the highest level
in over two years. Altogether,
i construction ~activity has risen
about 5% since mid-spring.
{ - Meanwhile, output of steel and
most other major material for
- mmanufacturing -and construction
cuses has increased considerably
since spring when business in-
- ventories were being rapidly
liquidated.

While the increase in employ-

" ment has been moderate and the
rate of unemployment has changed
Little after allowance for the
“wusual seasonal influences, per-
» sonal income has reached a new
record high. Consumer buying has
expanded again, and it is close to
i the record. highs of the summeér
i of 1957. Expenditures-for geods

M. S. Szymcza’k

i *An address by Mr. Szymczak before
the National ‘Association of Accountants,

. Washingten Chapter, Washington, D. C
Sept. 18, 1958.
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ties and, by way of-

130 years (Table I,
page 32), along with

CANADIAN INVESTMENT OPPORTUNITIES

Article starting on the cover page, “RESURGENT CANADA,”
discusses the investment oppertunities inherent in Canadian securi-
documenting 'the views presented, includes a .
tabulation of the banks and companies listed on the Canadian
Exchanges which have paid consecutive cash dividends from 10 1o
page 19) and, from 5 to 10 years (Table 11,
other data of interest to investors.

: Articles and News . ge
Resurgent Canada—Ira U. Cobleigh ™ 9 :

The Outlook for Business—John D, Wilson
Establishing a Basis for a Sound Recovery—M. S. Szymczak. 3

and. services other .than -autos—--

tion focused on advances in prices
of ‘some sensitive' industrial’ ma-

terials . last. spring. and ‘in steel .
- prices last

summer, -wholesale
prices of most finished goods have
changed little recently, and the
very .slight further increase in

consumer . prices in July, latest.
-month ~for

which figures = are
available, has been followed by a
period ‘in ‘which. retail prices of
foods may "have declined -some-
what. i i

Real Recovery Better Than
False Jobs

" So far, so good. But essential
as it'is to have a recovery under
way, carrying with it promise of
expanding job opportunities for
those .seeking work, it is still
more esséntial that it be a re-
covery “that lasts, and thus pro-
vides jobs that also will prove
lasting.

It is to this end, the establish-
ment of a basis for a sound
prosperity that will endure, that
the Federal Reserve System is
devoting its efforts. In those ef-
forts, it is necessary for the
System to recognize that inflation
is not merely a phenomenon of
rapidly rising prices. Indeed, if
we wait until that stage is
reached, we will have waited too
late to be effective against the
inflationary pressures that brought
about the price increases.

Present Inflationary Danger

Signals. :
The System, therefore, must be
alert to the causes of inflation,
most particularly those causes of
inflation that are monetary in
character and hence tend to
escape the notice of the millions
who have no time, and little in-
clination, to- study closely each
day the financial pages of their
newspabners. For the System must
recognize at all times that the
first signals of inflation can ap-
pear in the monetary field — to
which' the System’s powers apply
exclusively — manifesting - them-
selves in distrust of the dollar and

a consequent trend to unhealthy

‘which currently - are ' undergoing - -
the annual change-over to new -
smodels—have reached new highs.

On'the price front; where atten- :
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On the Market and the Funds -

Following are questions put to Gerald M. Loeb, author and
partner in ‘E. F. Hutton & Company, members N. Y. Stock Ex-
change, and Dwight T. Robinson, Jr., Chairman of Truslees, Massa~
chusetts Investors Trust, by A. Wilfred May, The Commercial and
Financial Chronicle, with the respect:we replies—on a “Meet-the=
Preéss” program before the Sales Executives Club of New York,
Hotel Roosevelt, Sept. 16, 1958. Douglas Leigh was moderator.

On the Implicaﬁons of the Bull Market

Question to Mr. Loeb: The rise in the stock market of almost
25% since last November, is widely regarded as surprising be-
cause of its occurrence during a business recession. ( "L:!fe"
magazine’s feature article on the stock market calls this “baf[llpg”
and “paradoxical,” adding “there has never been a market like
this one.”) Actually, however, there is nothing rew in this
divergence between market action on the one
hand, and economic factors on the other; the
assumed correlation. between the two being
completely’ contradicted by the performance
record as well as logic. Specifically, the tre-
mendous stock market boom-of the late Nine-
teen twenties, ‘and the 1935-36 rise- of-50%,
had no foundation in either the state of busi-
ness or the commodity markets. Conversely,
from 1939-1942 the major rise in production
and nationzal income was accompanied by a
major decline in stocks.” And after World War
‘II, the stock averages.fell by 22%.in 1946 and
remained. down until 1949, in the face of the
‘fdact that it 'was an interval featured by boom-
ing business and a 40% rise in commodity
prices. .

So much for the record. On logical grounds too, is assumed
correlation sbetween short-term stock market fluctuations and the
economic situation completely: unjustified, For this manifests a
complete misunderstanding of the basic function of the stock
exchange, which is to provide an opportunity for acquiring in-
struments of long-term investment value; not.a forum for placing
" bets on business fluctuations.

Now, my question is whether you believe this present sensa-
tional bull market does imply ‘any important short-term business
developments; and if so, what?

And ‘incidentally, could the next business Tecovery, equally
paradoxical, possibly be accompanied by a major market de-
cline? /

Mr. Loeb’s Reply: I don’t believe the present bull market is
as sensational as it is labelled. Furthermore, simply because in-
vestors in the process of investing their money or realizing on
the value of their securities incidentally cause a change in prices
that might be prophetic, does not mean that the market is a
betting ring. The change in price and trend is a necessary in=
cident to the basic function of a capital market. It would seem
logical to expect that at or around the peak of the present busi-
ness recovery, stocks may start declining again, reflecting a need
for funds or an expectation that business and profits have seen
their best for the time being. There is nothing paradoxical in

A. Wu red May

this, as you have pointed out yourself in detailing some of the

record.
[ @ o

On Inflation Realities

.Question to Mr, Loeb: Is it certain that the factor of “inflation”
which is cited as a main bulwark of the present bull market, is
going to be a constant support of the market?

In the first place, inflation in this couniry has been a two-
way, not a one-way street. Over the long past wza've only had
extreme price rises during times of war. It is not realized that the
cost of living fell from its 1921 figure, and didn’t get back up to

- that level for 25 years until 1946 — after another war period.

Again, raw material prices have not risen since 1949.

In the second place, is there not uncertainty about the direct
effect of inflation on the action of the stock market, since the
record shows that common stocks often fall short as an inflation
hedge? Moreover, can’t the authorities take specitic anti-inflation-
ary action, which is not politically unpopular, against the stock
market, as via 100% margins, or perhaps even special taxation?

In short, Mr. Loeb, just how do you rate the importance to
the market of the inflation factor?

Mr. Loeb’s Reply: I rate the inflation factor as being of the
very utmost importance marketwise and businesswise. People who
want to store purchasing power for the future have only two
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choices—fixed dollat obligations; cash and the like, ‘or eciuitiés, or

things as it were, I 'would say the outlook for cash or equivalent
continues quiie dim. A
hedge but much the lesser of the two-evils. Inflation-tends to put

a-premium’ on them. "Inflation tends: to:-spur-business -as ‘people . *

naturally want to buy early if they think prices are going up and
don’'t want. to retain cash if they think its purchasing power is
going down. Inflation at first might pinch profit margins because
costs 'go up more rapidly than selling -prices but later profit
morgins tend to normalize as people get accustomed to new and
higher price levels. Also, higher volume tends to reduce operat-
ing costs. On the other hand, the government traditionally throws
roadblocks in the way of corporations ihrough price controls,
taxation, etc. .

In the final analysis, Mr. May, properly selected and prop-
erly handled equities tend to lessen the loss that inflation in the
long run causes.to eveérybody. 3

#ow w

The Fund Boom?

Question to Mr. Robinson: I'm a great believer in the long-
term benefit from the investment company, or mutual fund, but
I' want to ask you whether you think that the present boom con-
ditions in the mutual funds-industry perhaps constitute a source
of worry?

I refer to two major aspects of the present situation in the
fund’s activities: (1) In the sales area:—through selling the old as
well as the flood of new funds—sometimes via Fuller Brush sales-
men techniques, with a spawning number of shoe-siring payment
plans—possibly to people who shouldn’t be buying them; with the
purchasers atiracted by the exciting bull market—and who are
in any event over-conscious of capital gains rather than income
yield. . (2) From the market’s aspect, don’t the fund operations

-constitute an important inflationary impact? Chiefly, it seems to

me, there is a kind of pyramiding operation in the Blue Chip
area. The fund portfolio managers to a great extent invest the
money which constantly pours into them from their public sub-
sceribers in the Blue Chip name stocks, partly because of the

“window-dressing” motive; which distorts these issues beyond

value considerations. Again, the public buys the Blue Chips be-
cause it sces they are owned by the expert funds.

Also, is there likely to be future disillusionment by present
fund buyers, in the areas (1) of their capital value results, partly
in view of the unavoidably misunderstood “load” or ‘sales com-

‘ mission, and particularly if and when we run into a bear market;

and (2) in the area of income yield, which is reduced by manage-
ment expenses, which incidentally are rising in some cases?

Mr. Robinson’s Reply: You ask whether I think the present
hoom conditions in the mutual fund industry constitute a source
of worry—first in the sales area, and second from the market
aspect. Before answering directly, I should like to put the “prom-
ised boom conditions,” as you term them, into perspective.
Actually, the sale of established open-end investment company
shares in the first eight months of 1958 (by member companies
of the National Association of Investment Companies which com-
prises most of the industry) was $991 million compared with $959
million in the corresponding period of 1957. (These figures do
not include the initial sales of new funds’ shares until they become
open-ended and join the N. A, I. C.) It is submitted that an in-
crease in sales of $32 million, or about 3%, is not a boom. So far
as established funds go, I do not think there is any worry war-
ranted in either the sales arca or the market aspect.

As regards the sale of new funds, there have been two out-
standing instances, namely One William Street and Lazard. These
two funds: obtained together abcut $300 million of new money
through large underwriting syndicates. In distributions of this
type there may well be some instances of selling to persons who,
as you suggest, should not buy these shares, but on the whole I
should think that for the most part sales would be made on a
proper basis. )

As to the market aspect, that depends on how the money
obtained by the new funds is handled. The managers of the two
large new funds mentioned above are experienced and able, and
would certainly handle the investment of the money more care-
fully and judiciously relative to the market than if this money
had been used directly in the market by the former holders.

In this respect it may be well to remember that the total
assets of open-end member companies of the National Association
of Investment Companies are approximately $11 billion, and their
ownership of stocks listed on the New York Stock Exchange is
estimated at only 3.4%. Their estimated holdings of the so-called
“Famous Fifty” stocks: is only 3.7%. There.is therefore a much
smaller fund ownership of listed stocks and “Blue Chip” stocks
than is generally thought.

Certainly stocks-are in no sense a  perfect -

- Gentral Bank in

Doubt as to Strength

Of Business Recovery

Federal Reserve Bank of ‘New
York adds up the evidence about
our current recovery. Finds the
upswing is underway but is un-
able to guage the strength of the
movement.

There no longer appears to be
substantial doubt that a recovery
is underway, according to an ar-
ticle recently released in the Sep-
tember “Monthly Review” of the
Federal Reserve Bank of New
York. “But the vigor and sus-
tainability of the upswing remain
uncertain,” the bank reported.

Business activity has_ continued

- to_improve across a broad front
- according to the- bank, although
- the level -of unemployment has re-

mained substantially ‘unchanged.

Meanwhile, some close observers
,to?ﬁlude that upward: pressure on
ko i

wholesale "and - consumeér
prices - has’ at least temporarily
subsided. The consumer price in-
dex edged upward by 0.2 percent-
age points in July, but food prices
are expected to recede and. exer-
cise’ a downward pressure on the
over-all consumer. price index in

coming months,

Cause: of Upturn

Tfh:: turnaround .in ‘business ac-
tivity “last spring: evidently was
triggered by a change in the rate
of -inventory accumulation . and
liquidation. “Because of the cen-
tral role played by businessmen’s
inventory policies, the precipitous
rate at which. stocks have been
liquidated may even lend strength
to the recovery—cessation of in-
ventory liquidation and rebuild-
ing of stocks by manufacturers
could contribute - substantially to
increasing the speed of ‘the up-
swing,” the article noted. But the
Reserve Bank cautioned that in
order to sustain the revival of
business activity there wwill have

“z.| Tele. KC 472-473

MONROE AUTO
EQUIPMENT

Com. & Pfd.
BOUGHT — SOLD
¢

MORELAND & GO.

Members
Midwest Stock . Ezchange
Detroit Stock  Exzchange

1051 Penobscot Building
DETROIT' 26, MICH.
WOodward 2-3855 DE7B
Branch Office—Bay City, Mich.

Cascade Natural Gas Corp.
Interstate Securities Co.
Pickering Lumber Corp.

Susquehanna Corp.
Foiputetis. Tnvitad

George K. Baum
& Company

1016 BALTIMORE AVENUE
~ KANSAS CITY 6, MO.
Tel. HA 1-6432

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




Volume 188 Number 5780 . . . The Commercial and Financial Chronicle

to be a rising trend of final de-
mand. : Y

" The Reserve Bank considers the
volume of consumer spending in
the coming months “of crucial im-
portance.”  Whether consumer
buying is to show substantial new
gains during the coming months
may. depend largely on the pub-
lic’s’ reception of the 1959 auto
models,” and on the extent to
which consumers will be willing
to take on additional debt to pur-
chase:cars and other major con-
sumer goods. *

- In another article in the August
“Monthly Review,” the New York
Reserve Bank analyzed the effects
of the United States recession on
foreign reserves. Unlike earlier
recessions, the 1957-58 downturn
did not result in heavy drains
upon foreign gold and dollar re-
serves, but actually saw them im-
prove. The Reserve Bank wel-
comed these gains since “they
have gone far toward allaying
fears of an impending crisis of in-
ternational liquidity.”

In a third article, the “Review”
discussed the strategic role played
in the postwar capital markets by
life insurance companies. The
article noted that the life com-
panies had mobilized nearly one-
half of the savings channeled
through savings institutions be-
tween 1945 and 1957. In those
years the insurance companies
supplied $70 billion of long-term
funds to home buyers, private
businesses, and State and local
governments, :

3. P. Johnson Named
V.-P. of Parker, Ford

DALLAS, Texas—Parker, Ford
& Co., Inc,. Fidelity Union Life
Building, has announced the elec-
tion of Samuel P. Johnson as a
Vice - Presi~ ;
dent.

Mr. Johnson
will be:in
charge of un-
derwritings g
and private ;
placements for " -
the firm as
well as handle
corporate and
municipal se- -
curities. He
has been ac-
tive in Dallas
investment
banking cir -
cles for over
20 years, recently with Muir In-
vestment Co. He is a past Treas-
urer of the Dallas Security Deal-
ers Association.

With D. H. Blair & Co.

Clarence J. Whitesell has be-
come associated with H. D. Blair
& Company, 42 Broadway, New
York 4, N. Y.

Samuel P. Johnson

CONVERTIBLE
BONDS

An Important Announcement

See center spread of this
issue (pages 28-29) for
news of remarkable new
tool covering entire
domestic bond market. For
first time, individual and
institutional investor can
use visual aid to pinpoint
graphically conversion
- values and - key. buying
opportunities. s N
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and Industry
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A seasonal drop .in food prices is expected to bring about
another deciine in the cost of living index for Sepiember, following
its first cut in two- years, during the month of August.

Commissioner Ewan Clague of tne Bureau of Labor Statistics
stated that the August dip in the index resulted from a seasonal
decline in food prices, and he predicted the index would drop
again in the current month and then level off. He further noted
that it is considered normal for the index to drop in August,
although this did not occur in August 1957.
. Mr, Clague looked for a leveling off after September, but
insisted the measuring device currently is tending to stabilize,
He conceded there was no downward trend developing but said he
thought increases would be offset by decreases in the coming
months. to keep the index at a relatively stable level.

The employment situation in the week ended Sert. 6, showed
improvement with the number of workers-drawing unemployment
compensation down to the lowest level of the year at 2,040,000.

The United States Department of Labor said the rate was 4.8%
of those eligible for such’ payments, compared with 5% for the
previous weck and 2.7% a year earlier. The number drawing
jobless pay checks declined 45,700 from the week-earlier total

Initial claims for unemployinent compensation during the
week ended Sept. 13 also fell, dropping 3,700 to 259,200,

Following the trend in recent weeks, the decline in initial
claims adhered to the normal seasonal pattern for this time of the
year, the department reported. The decline reduced the volume
of nte;v claims to the lowest level reported since late October 1957,
it stated.

The total of new claims in the week ended Sept. 13 was about
the same as the total in the corrasponding week last year, the first
time in almost a year that therc has been no real gap between the
figures for this year and last. The near equality resulted because
the year-ago figures show the first effects of the recession, the
agency declared. Those effects pushed new claims up by 35,000
to 255,000. This year, the improved economic outlook causcd new
claims to drop 3,700 to 259,000.

The decline this year was most pronounced for Michigan and
Missouri. The Mickigan total of initial claims dropped by 2,500
and Missouri showed a decline of 1,500, both due to stepped-up
activity in the auto industry.

Claims for additional unemploynient compensation by workers
exhausting their regular benetit rights edged down by 2,500 to
655,100 during the week ended Sept. 6, the first deciease since the
beginning of the supplementary jobless pay program in late-June.

Turning to the stécl industry, stecl men look for a fairly
strong market in the last three months of the year, “The Iron Age”
reported yesterday in its weekly review of the steel trade,

It decleres that industry optimism is based on the continued
pickup in demand from industrics other than automotive. Thesc
include appliances, construction and farm implements. Ary im-
provement in automotive demand will be cornsidered a bonus.

Steel sources state the auto industry is still playing its inven-
tories close to the vest. ‘The auto people figure they can alford
to wait until the public starts buying cars again in heavier voiume.
They expect the miils to take care of them should the steel market
tighten.

The metailworking magazine predicts that the “big push” in
steel demand probably will come late in the first quarter of 1959,
At that time steel users will begin to worry in earnest over the
possibility of a steel strike.

In an analysis of happenings at last week’s stecl union con-
vention, “The Iron Age” said that new contract negotiations next
spring will be the toughest in years. On the onc hard, steel labor
will fight hard to improve sieel wage and fringe benefits. At the
same time, steel management will be trying 1o minimize contract
improvements to avoid the need for a price hike. The head-on
clash will result in some hard bargaining and there could be a
strike,

M:lls on the fringe of the major steel consuming areas are
beginning to feel the effect of the pickup in demand. Steel buyers
are reaching farther afield in search of quick deliveries as the
order books of mills closer to home tighten. It is a question of
paying a little more for freight or building up inventories.

This trade iveekly noted that some steel firms this week are
running 10 to 15% ahead on orders as compared with a month ago.
Others are doing even better. A continued improvement is ex-
pected through October and November, with a purely seascnal
leveling off in December. The ingot rate may hit 75% or more
before the upswing slackens.

The metalworking weekly reports that housing starts this
Yyear are expected to reach 1,100,000 units, and the final total
could be 70,000 units higher, In terms of steel demand, it pointed
out, the average house requires nearly two tons of steel in its
construction. When the steel used in washers, dryers, ranges,
refrigerators and other appliances is included, that figure is more
than doubled,

In the automotive industry United States passenger car pro-

" duction last week was programmed- for a 639% increase as .the

buildup of new models continued, “Ward’s Automotive Reports”
stated on Friday last.
The publication estimated output at 39,224 cars compared to

-24,072 last week and 52,365 in the corresponding week last year.

“=_ ' Turning out their first 1959 models last week, noted “Ward’s,”
swere Chevrolet and Ford divisions. Still to assemble a 1959 version

Continued on page 42
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The Investment Picture Now

By GLORGE C. ASTARITA
Boeticher & Co., Colorado Springs, Colo.

Colorado market specialist provides a terse resume of his
premises and conclusions regarding the market and the econ-
omy at this time. Mr. Astarita explains why he believes stocks
will tend to sell higher than the. historical pattern: relating: to -
earnings and dividends, and imparts investment advice."

Diversity of opinion concerning
both the economy and the stock
market for the intermediate future
has reached an extreme point, To

clarify the incongruity and to seek -

a happy median of opinion the
following views are expressed.

Premises

. (1) Business recovery will con~
tinue at a moderate pace until
sucn tme as
inventories
again become
top ~ heavy or
th e explosion
of the “Soar-
ing Sixties”
takes place.

This state-
ment is sub-
ject to modi-
fication as the
result of war
scares, an ac-
tual war or
strikes in such
an imvortant
industry as
automotives. The recovery will
prove moderate for some time to
come for the reason that capital
expenditures will not increase
substantially, at least until some-
time in 1959. Government ‘ex-
penditures will increase but there
exists the possibility that the
Administration will taper off non-
military expenditures after the
election in order to combat infla-
tionary trends. Private debt is too
large to permit a- further im-
mediate ' large
therefore, the impetus from this
source which contributed to good
business in 1955-57 will not again
be present. i

(2) There will be a gradual but
not a rampant inflation.

No large deferred replacement
demand exists in either the con-
sumer or industrial segments of
the economy. Productive capacity

George C. Astarita

is large and competitive forces.

are severe. For these reasons in-
dustry will combat wage  in-
creases. The Federal Reserve
Board will use a restrictive credit
policy. Concomitantlv, the Federal
Reserve will attempt to balance
this restrictive policy with a
stabilization of the bond market
in order to facilitate government
financing.

(3) Profit margins will remain
below the norm but will improve
gradually as the result of reces-
sion economies and greater pro-

ductivity,

expansion and,-

(4) The stock market is his-
torically high in relation to earn-
ings and dividends. and in rela-
tion to bond yields.

(5) There exists an unprece-
dented. amount of funds for
investment.

(8) The cost of living will re-
main high and will work gradu-
ally higher, Taxes as imposed by
Federal, State and Municipal gov-
ernments will go still higher,

Conclusions

(1) Because the cost of doing
business will gradually  increase,
companies manufacturing  labor
saving devices should. enjoy a
good demand for their products
and stocks of these companies

{ should be bought on weakness.

(2) Because the disposal in-
come will be pinched by rising
costs and higher taxes, the in-
vestor should place emphasis upon
those industries producing the
necessities of life and low cost
luxury items. Industries such as
automotive may continue to be
hurt because they produce high
priced items.

(3) Because industries produc-
ing natural resources will benefit
from a gradual increase in prices,
those which may soon.enjoy a
favorable . supply-demand . rela-
tionship should: be favered.

(4) Because expanding govern-
ment ' expenditures for defense
will benefit scientific. companies,
those  which .. are - available. at
realistic prices .should be bought.

(5)  Because' the market. is
historically -high and:because in-
flation . psychology .has ' recently
pervaded . the -atmosphere of the
financial community, all buying
should. be done on weakness . If
weakness should fail to develop,
it will be due solely to a continu-
ation of inflation psychology in
which event bonds, preferred
stocks and public utility common
stocks will go still lower and
their yields still higher. Cash on
hand, therefore, need have no
concern. i

(6) Because of the press of in-
vestment funds, stocks will tend
to sell higher than the historical
pattern relating to earnings and
dividends.

Form Jefferson Assoc.

Jefferson Associates, Inc. has
been formed with offices at 50
Broadway, New York City, to en-

r
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Remarkable Records
For the Economy

By DR. ARTHUR R. UPGREN*

Frederic R. Bigelow Professor of Economics
Macalester College, St. Paul, Minn.

Former Dartmouth College business dean and research director
finds 1957-58 decline the shortest post World War Il recession
and predicts the recovery will be very large. Whether it will
be large enough to end the larger amount of unemployment
will depend, he points out, upon business reversal of the con-
tinued decline of new plant and equipment investment as
opposed to the soon-necessitous increased inventory spending.
“In pin-pointing factors principally responsible for the upturn,
Dr. Upgren credits business for its policy of maintaining ex-
penses $12.5 billion over receipts, automatic stabilizers for
keeping personal income and expenditures up, and series of
Federal Government steps which should become dominant in
the fourth quarter.

The Depth and Brevity of the
1957-58 Recession

The remarkable fact about the
recession of 1957-58 was that it
was the shortest economic reces-
gion of the three we have had
since the end .
of the Second
World War
and that it
was the most
severe by a
glight margin.
The recession
of 1948 - 1949
lasted 12
months and
total output
fell 312 %. The
recession of
1953-1954 ran
nine months
to its low and
the total de-
eline was 215%. The recession of
1957-58 reached its low point in
only six months though the out-
put decline was this time 4% %!

In July of 1958 total personal
income passed the previous. all-
time high of $352.1 billion re-
corded in August of last ycar at
the peak of the 1956-57 boom. In
July of this year personal income
was $358.9 billion and a higher
figure no doubt has been recorded
in August.

The remarkable fact in the re-
cent recession was the minimal
decline of $2.1 billion in total
consumption. This decline - was
only eight-tenths of one per cent
and compares with a maximum
decline in the lotal for our Gross
National Production (GNP) of
$19.8 billion. What explains the
remarkable pair of facts that GNP
declined by $19.8 billion while
total consmption declined by. only
$2.1 billion?

The Remarkable Facts of the

Automatic Economic Stabilizers

The forces which intervened to
cut the $19.8 billion decline- in
GNP’ down to a mere $2.1 billion
deeline in total consumption orig-
inated in business, in . our tax
system, in government and “in
family decisions. The greatest
force of all for maintaining per-
sonul income was husiness though
little credit is given to business
for this. What business did was to
hold its total expenses $12.5 bil-~
lion above ils total sales or re-
ceipts. The result was a loss or
decline in corporate profits (be-
fore taxes) of $12.5 billion, Hold-
ing expenses up higher than sales
or receipts is just a rather clumsy
way of saying that business held
up wage payment totals better
than its own revenues held up.
Thus the workers’ incomes were
better maintained and we see this
in the summer as wage increases
are continuing.

Here then, by business, we see
no less than $12.5 billion of the
recession decline offset. Of this
“offset” the government absorbed

Arthur R. Upgren

, *From a talk by Dr. Upgren before
the Washington Savings & Loan gue’s
50th Annual Convention, Bellingham,
‘Wash., Sept. 14, 1958.
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small decline of $2.1 billion

$6 billion as the result of the re-
duction in corporate income taxa-
tion by this amount as corporate
income fell. The remaining $6.5
billion was taken up, so to speak,
by the final decline in corporate
income after taxes.

The next “automatic stabilizer”
for personal incomes and which
helped maintain total consump-
tion in an “even ride” the business
cycle hit a sharp “downward
bump’”’ was what are called “Gov-

- ernment transfer payments.” More

simply these are primarily “un-
employment ~compensation pay-
ments.” They directly sustain in-

[ comes and thus consumption. They

amounted to $3 billion more right
at the bottom of the recession.
This, along with the support by:
business, had now smoothed the
GNP decline of $19.8 billion into.
a net decline of only $4.3 billion
in personal income. .

But the automatic stabilizers’
story is not ended yet. As personal
income declined, personal taxes
fell -accordingly. Here the decline
was $0.8 billion. This decline in
personal taxes was accompanied
by a reduction in personal saving
of $1.4 billion. Thus the tax re-
duction and the savings reduction
add up to $2.2 billion of increased
spending power out of personal
incomes. Subtracting this amount
{from the decline of $4.3 billion
in personal income Yyields the
in
consumption.

Thus we see up to this point in
our analysis that the automatic
economic stabilizers cut a produc-
tion decline of almost $20 billion
back to barely a $2 billion decline
in the annual rate of consumption
right at the bottom of the reces-
sion. This is remarkable. It is not
theoretical. This is precisely the
manner in which the two previous
postwar recessions were ‘“tamed”
into the modest-sized recessions of
short duration which we have de-
scribed. In the recession of 1949
an even superior job of economic
stabilization of income was
achieved. Where total economic
activity measured -by the decline
in the national income fell $16
billion, total consumption actually
rose by no less than $4 billion. |

In 1954 the decline, again meas-
ured in terms of the national in-
come, was $10 billion, but again
the stabilizers- were effective
enough to convert this decline into
a $1 billion rise in total consump-
tion,

In the 1949 and 1954 recessions
total savings were reduced sub-
stantially more than in the 1953
recession. In the present recession
savings have been maintained at
very high levels. With the excel-
lent maintainance of personal in-
come, now back to. an all-timd
high level, we would be able to
say, were it not for the increased
numbers of unemployed, that “thig
is the most prosperous recession
we have yet had.” ! N

.The maintenance of -consump-
tion is the crucial factor to eco-
nomic recovery much more sub-
stantial than we enjoyed in the
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second quarter of 1958.. This we
shall see,
powerful force released for fur-
ther economic recovery in the
final two quarters of 1958.

The “Spring Back” or Recovery
From Inventory Liquidation
Because personal income’s and

thus total consumption has been

so very well maintained in the
most severe guarter of the rccent
recession, we shall have a further
quasi-automatic force for = still

- more powerful recovery.

At least 60% of the downward

: pressure towards recession in this
' period came from  the reduced

rate of business investment in-in-
ventories. This rate of investment
was reduced by almost $12 billion
(accounting for that much of -the
$19.8 billion decline in GNP). This

. was the result of an investment of

almost $2% billion being convert-
ed. into -inventory liquidation at
the rate of $9% billion in the first
quarter of 1958.

As inventory liquidation was
pursued as a business policy
(along with a $5 billion decline in,
the rate of investment by busi-
ness in new plant and equipment
accounting for another 25% ol the
total recession decline), produc-
tion by business fell. This tended
to reduce activity and thus reduce

incomes and thereby reduc¢e con-,

sumption. However, this chain of
downward activity causes was cut
by the upward thrust in incomes
aircady reviewed in this article.
As production fell, we were cur-
rently consuming more goods than
we were producing. The gap was
made good by - the. inventories
which were being liquidated. But

this gap can be made good only-

as long. as there are goods in in-
ventory further to be liguidated.
Now as we have seen total con-
sumption is rising. That will “lev-
crage upwards”’ production in the
near future and it has done so
mildly in the second quarter of
1958.

We have already seen that per-
sonal income and consumption arce
reaching new high levels. Thus
the poliey of inventory liquidation
is' no longer valid. In the ncar-
term fuiure production will have
0. rise-to match the current rates
ol consumption. This is currently
happening in the steel industry
where the low level of operations,
at 47.1% of capacity, was record-
cd in the week of April 15 last.
The rate has recovered to 63.6%
of capacity (week of Aug. 25).

The recovery in activity and
production in turn will further
enlarge incomes permitting fur-
ther advances in the rate of con-
sumption. The recovery, from the
first quarter of 1958, will be no
less than $91% billion in- produc-
tion merely to end inventory
liquidation. In consumption rises
by $5 billion in the third quarter,
that ‘much more will have to be
produced. Here we see the strong
forces which will drive business
forward in the final ‘quarter of
the year.

The upward thrust might be of - i {
or “less ‘than this according

the order of $20 billion by the
fourth quarter of 1958 over the
low level established ‘in the first

| quarter of the year. This would

bring total activity measured by
GNP back to $445 billion. This is
the high level of 1957. This level
should be recovered in the final
months of this year..

Are there further economic
forces still to operate? We have
seen how the “automatic economic
stabilizers” stopped the decline in
consumption to a halt. The main-
tenance of consumption is the one
requirement which must be satis-
fied to bring production buoyantly

back up after inventory liquida--

tion drives have spent themselves.
Are there other forces which will
produce still greater advances in
activity in 1959? The answer is
strongly in the affirmative.

Federal Government Policies to
Promote Recovery

 With the advent of the recession

the Federal Government under-

and also see ‘a new,

took a scries of steps to counter
the recession. The- entire program
is substantial in its import but has
been greatly delayed in its becom-
ing effective. In-‘fact, for clarity
it is reasonably accurate to.hold

the. view that the automatic' eco-

nomic stabilizers . operated . by
themselves in resisting the reces-
sion. This view could be held as
being applicable from the begin-
ning of the recession in the fourth
quarter of 11957 through the sec-
ond quarter- of 1958. By:them-
selves these stabilizers fully off-et
the forces of recession by mid-
1958. From this point onward, that
is from the présent, the enlarged
production which must necessarily
follow the end of inventory liqui-
dation will be the dominant force
for recovery through the third
and fourth quarters of 1958.

Beginning probably in the
fourth quarter policies promoting
expansion, policies adopted by the
Federal Government will prob-
ably become dominant. These
policies include the following:

(1) The adoption of the first
housing bill.. This appropriated
$1.9 billion to encourage the easy
financing of new housing starts.
Such starts have advanced from
the annual rate of 915,000 in Feb-
ruary- of . this year to 1,160,000
starts:in  July. The expenditure
advance has been slow but  will

“increase as the houses come into
the more costly .phase of' their

construction.
. (2) The adoption of a highway
bill ‘appropriating $1.6 billion in
addition’ to, moneys available as
the result of tax receipts which
were levied ‘starting July 1, 1956
10 build the new national highway
system. The Caterpillar Tractor
Company, after slow production
and unavoidable unemployment
for some of its workers last win-
fer (as was then widely publi-
cized), has had in June and July
the largest sales for these two
months in its history (less widely
publicized). The highway pro-
gram is no doubt important here.
(3) The planned increase of $2.4
hillion in defense expenditures by

the Federal Government. Though.

these increased outlays were an-
nouncad shortly after Sputniks I

and- II, .Federal defense outlays.
‘continued . to decline through. the

first quarter of this year. The
decline has been in excess of $11)
billion. Here substantial increases
may be expected.

(4) Reductions in taxes amount-
ing to $0.5 billion have been made
in two bills affecting excise and
transportation tax levies.

Altogether the foregoing poli-
cies for economic advance add up
to an upward-thrusting force of
$6.4 billion—a net inconsiderable
sum.

The - automatic stabilizers
brought -income and consumption
to new high levels in July of this
year., Substituting production for
inventory liquidation can advance
personal incomes by $8 billion be-
fore ‘the year has ended. Con-
sumption can be advanced more
to
whether . consumer incomes are
multiplied in their increase by
economic ‘expansion or whether
consumers wish to increase their
savings above the very high level
at which they have been main-
tained ‘throughout the recession.”

The total effect of Federal Gov-
ernment policies already adopted
can further enlarge incomes and
consumption by an addition $675
pillion.  This would no doubt
necessitate that inventory. invest-
ment - be. increased. — quite the
opposite of the recent marked in-
ventory liquidation. Certainly the
economic recovery will be very
large.” Will it give us a thoroughly
full period of sustained economic
expansion which will end the
larger amount :of unemployment
we have had since 1957?

The answer to this fundamental
question will depend upon the
likelihood that businessmen will
reverse the continued declining
trend of business investment in

new plant and equipment (as op-
posed to the soon-necessitous .in=: -
creased investment - in . invento- -
ries). 2
. If the gains in production press
on the capacity of present plant,
this investment will begin to en=
large: It is very likely to en-
large for another reason. That
reason is the widespread ability
and present knowledge of -how
business may increase. its - effi-
ciency. That was done in the sec-
ond quarter of this year.” The re-
sults are good ‘indeed, and will.
probably be persuasive in induc-
ing businessmen to begin anew
increased plant investment. The
United Stlates Steel Corporation
had the satisfactory record of hav-
ing its earnings decline in the first
half of 1958 (compared to the first
half of 1957) by less than the 40%;
decline in its output for the same
period. This is indeed remarkable,

Summary and Conclusions

- Automatic economic stabilizers
effectively arrested the decline in
the 1957-58 recession as they had
equally effectively done in the
1948-49 and 1953-54 recessions. ‘.

Renewed production to make
good for consumption what has up
to this time in the recession been
supplied by inventory liquidation
is taking place at the present time.
The increased output total from

-this cause will be substantial.

The Federal Government has
adopted and. there is “in’ being”
a program which will produge yet
another upward thrust for the
economy. {

Business - increased  investment
in new plant and equipment is as
vet hesitant. This will' probably
change to give us a full recovery
in the second half of 1958. Cer+
tainly the record of the American
economy in this recession has been
excellent. :

'

New Officers for ;
Carothers & Company

DALLAS, Tex. — Carothers &
Company, Mercantile Bank Build-
ing, announce the appointment of
Edmond L.. Brown as President,
and Orville G. Allen as Vice-
President. '

Wichman Appointed by

Municipal Securities

DALLAS, Tex. — Herman L,
Wichman has beea appointed by
Municipal Securilies Company,
TFirst National Bank Building, as
Manager of the Industrial Finance
Division, specializing in private
placements, sale lease-back trans-
actions, oil and gas financing, and
special situations.

Parker, Ford Wire
To Blair & Go.

A direct wire has been installed -
from the main office of Parker,
Ford and ‘Company, Inc.,. Dallas,
Texas, underwriters and distribu-
tors of corporate securities and
mutual fund shares, to the prin<
cipal office of Blair & Co. Inc.,
20 Broad Street, New York, it was
announced Sept. 24. Parker, Ford
and Co. maintains branch offices
in Brownsville. and Fort Worth,
Texas. g

Bache Branch Opened_ -
OKLAHOMA CITY, Okla. —
Bache & Co. has opened a branch
office in the First National Build~
ing under -the.direction of Henry
Gray. t

New Goodbody Branch

ANDEREON, S. C.— Goodbody
& Co. has opened a branch office
at 615 North Main Street under
the management of Glen S. Martin,
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Interest Exempt from pyesent Federal Income Taxes

New Issue . September 25, 1958

$61,000,000

Commonwealth of Massachusetts

3%2% Highway Improvement Loan and Capital Outlay Loan Bonds
- Dated July 1, 1958 : , ; . Due July 1, 1959-78, incl. 5~

Principal and semi-annual interest (January 1 and July 1) payable in New York City at Bankers Trust Company, in Boston at The First
National Bank of Boston, or in Chicago at The First National Bank of Chicago. Coupon bonds in denomination of
$1,000, exchangeable for fully registered bonds in multiples of $1,000, but not interchangeable.

Interest Exetnpt from Massachusetts Income Taxes

Legal Investment for Savings Banks and Trust Funds in New York and certain other States
and for Savings Banks in Massachusetts and Connecticut

These Bonds, in the opinion of the Attorney General of the Commonwealth of Massachusetts, will constitute general obliga-
tions of the Commonwealth for the payment of which its full faith and credit will be pledged, including the authority to
levy unlimited ad valorem tases upon all of the taxable property within the Commonwealth. The offering comprises
$43,000,000 Highway Improvement Loan Bonds and $18,000,000 Capital Outlay Loan Bonds.

AMOUNT DUE EACH YEAR AND YIELDS OR PRICES

$3,076,000 1959 2.009 $3,076,000 1965 2.859, . $3,076,000 1970 3.309,
3,076,000 1960 2.20 3,076,000 1966 2.95 3,076,000 1971, 3.35
3,076,000 1961 - 2.40 3,076,000 1967 3.05 3,076,000 1972, 3.40
3,076,000. 1962 2.55 3,076,000 1968 3.15 3,076,000 1973-74 3.45
3,076,000 1963 2.65 3,076,000 1969 3.25 3,078,000 1975-77 @100
3,076,000 1964 2.75 2,550,000 1978 @100

(Accrued {nterest to be added)

The abose Bonds are offered when, as and if issued and received by us, and subject to prior sale’ and approval of legality
by the Attorney General of the Commonwealth of Massachusets.

The Chase Manhattan Bank - - The First National City Bank ~ Bankers Trust Company  The First National Bank ~ Lehman Brothers Tﬁe First Boston Corporation  Halsey, Stuart & Co. Inc. ~ Phelps, Fenn & Co.
k .

of New Yorl of Chicago

Chemical Corn Exchange Bank - Guaranty Trust Company * Blyth & Co., Inc. - Harriman Ripley & Co.  Smith, Barney & Co. Salomoﬁ Bros. & Hﬁlzler Goldman, Sachs & Co. ~ Harris Trust and Savings Bank

of New York . Incorporated

Continental Ilinois National Bank and Trust Company  The Noethern Trust Company C, J, Devine & Co.  Eastman Dillon, Union Securifies & Co. ~ Glore, Forgan & Co. * Kidder, Peabody & Co.  Drexel & Co.

of Chicago

Merrill Lynch, Pierce, Fenner & Smith ~ White, Weld & Co.  The Philadelphia National Bank  R. W. Pressprich & Co. L. F. Rothschild & Co. - Blair & Co.  The First National Ban‘k Mercantile Trust Company

Incorporated of Boston

- Seattle-First National Bank ~ Ladenburg, Thalmann & Co.  Bear, Stearns & Co. ~ Carl M Loeb, Rhoades & Co. - F. S. Moseley &Co.  Shields & Company  Stone & Webster Securities Corporation
Paine, Webber, jackson &Curtis  The First National Bank  The Boatmen's National Bank A, C, Allyn and Company - Equitable Securities Corporation B.J.Van Ingen & Co. Inc.  G.H.Walker & Co. Hornblower & Weeks

of Oregon of St. Louis Incorporated

Hemphill, Noyes & Co. ~ Dean Witter & Co. ~ Barr Brothers & Co. ~ Coffin&Burr  Dick & Merle-Smith ~ Adams, McEntee & Co., Inc. ~ Bache & Co.  Baxter & Company  Francis I. duPont & Co.

Incorporated

A. G. Becker & Co.  Hallgarten & Co. J. C. Bradford & Co.. Braun, Bosworth & Co. Geo. B. Gibbons & Company ~ Kean, Taylor & Co. Alex. Brown & Sons ~ First of Michigan Corporation ~ Clark, Dodge & Co.

Incorporated , Incorporated Incorporated

Dominick & Dominick  Stroud & Company Estabrook & Co. Ira Haupt & Co. Schoellkopf, Hutton & Pomeroy, Inc.. ~ Hayden, Stone & Co. ~ Mirsch & Co.  Laidlaw & Co. ~ W. H. Morton & Co,

Incorporated Incorporated

W.E. Hutton & Co.  The Marine Trust Company ~ Laurence M. Marks & Co. " Reynolds & Co.  R.S. Dickson & Company ~ Roosevelt & Cross  Shearson, Hammill & Co. H?rkness & Hill

of Western New York Incorparated Incorporated ncorporated

City National Bank & Trust Co.  F.S. Smithers & Co. ~ Weeden & Co. Tﬁcker, Anthony & R.L.Day  Commerce Trust Company Wood, Struthers & Co. Gregory & Sons v The Ohio Company

Kansas City, Mo, Incorporated Kansas City, Mo.

Bacon, Stevenson & Co. ~ William Blair & Company  R. H. Moulton & Company  Branch Banking &;I'rusl Co. - Fitzpatrick, Sullivan & Co. ~ Laird, Bissell & Meeds  Eldredge & Co.  E. F, Hutton & Company
. . Wi .

ilson, N. Incorporated

J. A Hogle & Co. * Bartow Leeds & Co. . King, Quirk & Co.  Rand & Co.  Townsend, Dabney and Tyson ~ Spencer Trask & Co. : Fidelity Um;gn Trgst Company  National State Bank  Chas. E. Weigold & Co.

Incorporated ewar! Newark Incorporated

Robert Winthrop & Co. Bacon,Whipple & Co. Robert W.Baird & Co., American Securifies Corpofalion Baker,Watts & Co. BluntEllis & Simmons California Bank Courts&Co. Tripp & Co.Inc. FirstSouthwest Company

Incorporated Los Angeles

McCormick & Co. - A. M. Kidder & Co., Inc. Wm. E. Pollock & Co., Inc. Rockland-Atlas National Bank ~ R. D. White &'Cbmpany Wood, Gundy & Co., Inc.  Third National Bank Wachovia Bank and Trust Company

of Boston in Nashville

gitized for FRASER
p:/ffraser.stlouisfed.org/
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Alchison, Topeka & Santa Fe Railway Co.—Memorandum-—

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, 41—Report on possible role of lithium in a
- thermo-nuclear® fusion - device, etc.—Atomic Development
Mutual ¥und Inc., 1033 30th Street, N. W, Washington
7, D.C.

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

Cement Industry—Analysis with particular reference to Mar-
quette Cement, Penn Dixie and General Portland Cement—
Shearson, Hammill & Co., 14 Wall Street, New York 5, N. Y.

Chemical & Pharmaceutical Briefs — Comparative figures —

| Smith, Barney & Co., 20 Broad Street, New York 5, N. Y.

Coming Treasury Firancing—Discussion—New York Hanseatic
Corporation, 120 Broadway, New York 5, N. Y.

Conversion Loan of 1958—Study—aE. M. Saunders Limited, 55
Yonge Street, Toronto, Canada..

Life. Insurance Industry—Revised . analysis. of 69 companies—' .

Ralph B. Leonard & Company, Inc., 25 Broad Street, New
York 4, N.'Y,

Japanese Stocks— Current: information — Yamaichi Securities
Company of New York, Inc, 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
yield, and ‘market performance over a 19-year period —
I;I'agor'}al ‘Quotation Bureau, Inc., 46 Front Street, New York

Petrolenm Situation —Review — The Chase Manhattan Bank,
Petroleum Department, 18 Pine Street, New York 15, N, Y.

Products and Processes—Booklet on products of the company
— Booklet “G” — Union Carbide Corporation, 30 East 42nd
Street, New York 17, N. Y.

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

Puerto. Rico. — Financial facts — Government Development
Bank for’Puerto’ Rico, San Juan, P. R,

R. II. M. Bond Review—Advisory service on convertible bonds
with’ complete chartad record of the entire bond market—
Annual subscription, consisting of six bi-monthly issues plus
flash’ reports—$100; one issue, constituting a complete chart
book, $20—R. H..M. Associates, Department CF-1, 220 Fifth
Avenue, New York 1, N. Y,

Thig Is. Cyanamid—Booklet on organization, products and ac-
tivities of the company and its subsidiaries—Public Relations
Department, American Cyanamid Company, 30 Rockefeller
Plaza, New York 20, N. Y.

Treasure Chest in the Growing West—Booklet explaining in-
dustrial opportunities in the area served—Utah Power &
Light €Co., Dept. K, Box 899, Salt Lake. City 10, Utah.

Your Guide to Business in Canada—Survey of major Canadian
taxes affeeting business or personal interests in Canada, in-
cluding Federal and Provincial taxes and special tax situa-
tions ‘with regard to Canadian .branches and subsidiarics,
investment -companies -and oil, natural gas and minerals—
copies-on request en business letterhead——Bank of Montreal,
Business Development Department, Montreal, Que., Canada
(New York office, 64 Wall Street). i

o " »

* American Box Board—Review—du Pont, Homsey & Company,
31 Mills Street, Boston 9, Mass. Also in the same circular are
reviews of American Machine & Metals,-Mack Trucks and
Masonite,

- American Meritage. Life Insurance Co.—Memorandum—Weil &
Co., 734 Fifteenth Street, N. W., Washington 5, D. C,

Anderson -Eleetric - Corp.—Memorandum—Cruttenden, -Podesta
& Co., 209 South  La Salle ‘Street, Chicago 4, Ill. = - -

&

Firm Trading Markets in—

() Operating Utilities

-~ {(b) Natural Gas Companies -
~ ;. Transmission, Production :
- & Distribution A

Troster, Singer. & Co. -
Members New York Security Dealers Association -

74 Trinity Place, New York 6, N..Y.
- HAnover 2-2400.. i Teletype NY+1:376-377-378

Woodcock, Hess, Moyer & Co.

delphia 9, Pa.
DBeckman Instruments,

, 123 South Broad Street, Phila-

Inc.—Analysis—Dean Witter & Co., 45

Montgomery Street, San Francisco 6, Calif. Also available is
a bulletin on Bank Stocks, International Oils, Cement Stocks

and. Whirlpool Corp.

Clinton Engine- Company—Analysis—George, O'Neill & Co.,
Inc., 30 Broad Strect, New York 4, N. Y.
Coastal States- Gas Producing Co.—Memorandum—Walston &

Co., Inc., 74 Wall Street, New

York 5, N. Y

Cone Mills—Memorandum—Hemphill, Noye§ & Co., 15 Broad

Street, New York 5, N. Y.

Continental Casualty Company—Analysis—William Blair - &

Company,

135 South La Salle Street, Chicago 3, IlL.

Federal Grain Limited—Review—Ross, Knowles & Co., Ltd.,
25 Adelaide Street, West, Toronto, Ont., Canada. Also in the
same bulletin are a list of Canadian investment suggestions.

Financial Statistics of New Jersey Local Government—Munici-
palities—School Districts—Counties—1958 Edition—New Jer-

seyJTaxpuycrs Association, 143 East State Street, Trenton 8,

(}ener:;,l American - Transportation - Corp.—Analysis—Reynolds

& Co., 120 Broadway, New York 5, N. Y. Also available js a
pulletin on Retail Trade, the current issue of “Investment © -

Review,” with a list of investment suggestions, and a memo- -
rendum on Colgate Palmolive Co.

International Telephone & Telegraphic Corporation—Analysis
—J. R. Williston & Beane, 115 Broadway, New York 6, N. Y.

International Telephone & Telegraph Corporation—Analysis—
Baker, Weeks & Co., 1 Wall Street, New York 5, N. Y.

Miehle-Goss-Dexter, Inc.—Analysis—Blair & Co. Incorporated,
105 South La Salle Street, Chicago 3, Il :

National Gypsum Company—Analysis—Schweickart & Co., 29

. Broadway, New York 6, N. Y. . :

New York Capital Fund of Canada Ltd.— Report— Carl M.

Loeb, Rhoades & Co., 42 Wall

Street, New "York -5, N. Y.

Nippon Gas Chemical Industries—Analysis in current issue of
“Monthly Stock Digest” — Nomura Securitics Co., Ltd., 61

Broadway, New York 6, N. Y.

Also in the same Digest is an

analysis of the current Japanese economic situation.
© Nopco Chemical Company — Analysis — Harris, Upham & Co.,
120. Broadway, New York 5, N. Y. :
Olin Mathieson—Analysis—Bache & Co., 36 Wall Street, New.- -

York 5, N. Y.

" Pacific Uranium — Report — Singer, Bean- & -Mackie, Inc., 40 -

Exchange. Place, New York
report on Seismograph.

5, N. Y. Also available is a

Chas. Pfizer & Co. Inc.—Analysis—Laird, Bissell & Meeds, 120
Broadway, New-York 5, N. Y.

Provident Life and Accident Insurance Company—Analysis—
A. M. Kidder & Co., Inc., 1 Wall Street, New York 5, N. Y,
Ryder System — Report— A, G, Edwards & Sons, 409 North

Eighth. Street, St. Louis 1, Mo. .
St, Regis Paper Company—Report—Thomséon & McKinnon, 11
Wall Street, New York 5, N. Y. Also availavle is a repoit on

Sylvania Electric.

Standard Packaging Corp.—Data—Purcell &

Co., 50 Broad\ivay,

New York 4, N. Y. Also in the same circular are data on

Philip Carey Manufacturing,

Studebaker-Packard vs. Botany Mills — Comparison — Lerner

& Co., 10 Post Office Square,

Boston 9, Mass.

Tejon Ranch Company—Study—Mitchum, Jones & Templeton,

650 South Spring Street, Los

Angeles 14; Calif,

United Carbon — Analysis — Halle & Stieglitz, 52 Wall Street,

‘New York 5, N. Y. !

Weco Products Company—Analysis—Strauss, Ginberg & Co.,
Inc., 115 Broadway, New York 6, N. Y,

" Two With E. F. Hutton

. (Special to Tiae FINANCIAL CHRONICLE)
1.OS ANGELES, Calif.—Robert
B. Baird .and Frederick W. Lap-
ham, Jr. have become connected
with E, F. Hutton & Company,

.63 South Spring Street.

Joins Columbine Secs .
(Special-to Tie FINANCIAL CHRONICLE)
DENVER, Colo.— Raymond E.
Versaw is now affiliated with Co-
lumbine Securities Corp.,, 621
Seventeenth Street. .

With Norman F. Dacey’

" " (Special to TrE FINANCIAL CHRONICLE)

BRIDEPORT, Conn—Frank" A.

‘Matfeo has become-associated with

Norman F.. Dacey & -Associates,
114 State Street, - -

| Lt et Rich Toger.

e .can. supply hundreds. of. . -
" thousands of names.af ambitious
Americans eager to invest in specs .
ulative ventures. Call Dunhill for

~ .your -complete~ mailing. -list- re-—

quirements,-- < - -

FREE: Reserve now your copy of our 1959
Catalog. . - R e .

I internaTIONAL LIST €O INC.
M. Y. 16: Dunbill Bldg., 444 4th-Ave.

MU 6-3700 *-TWX—NY 13135 :

CHICAGO: 2:. 55 E. Washington.. Street '

. .business from office here.

Ellis, Holyoke Branch

BEATRICE, Neb.—Ellis, Holy=
oke & Company has opened. a

branch -office here under-the-di--
rection of George S. Kilpatrick. -

Now Bert Teeters
ST. PETERSBURG, Fla.— The

firm name. of Field and -Teeters .

Investment® Company, 16725 Gulf
Boulevard has- been- changed to
Bert V. Teeters Investment Co.

Don Dolan Opens

BOWBELLS, N. Dak. — Don

Dolan is engaging in a securities

- Firms

COMING
EVENTS

In Investment Field

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 (Roekford, IlL.)
Rockford Securities 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, 1958 (Des Moines, Iowa)

Jowa Investment Bankers. Asso-

" ciation -Field Day at the Des
‘Moines Golf & Country Club.

Oct. 2-3, 1958  (Kansas City, Mo.)
Southwestern Group of the In---
vestment Bankers ‘Association
aimual 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:

Board: - of © Governore

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. 10, 1958 (New York City)
Security Traders Association of
New York Annual Beefsteak
Party at the Antlers Restaurant.

Nov. 30-Dec. 5, 1958~ (Miamt
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.

‘Nov. 2-5,.1959. (Boca .Raton, Fla). .

National Security Traders Asso-
* ciation--Annual - Convention a#
the Boca Raton Club.

- Joins David Means

(Special to THE FINANCIAL CHRONICLE)
BANGOR, Me—~Maxwell Rapa-
port is now with David G. Means,
6 State Street.

With North Central Secs.

(Special 0 THE FINANCIAL Cnnonrctti e
OTTAWA,-111.-—John:B. Woods

is with North Central .Securities,

Inc., 118 West Madison ‘Street.

~ 'FOR SALE

'LOOKING FOR THE UNUSUAL" |
" Beautifully Bound Set of -~ |
" Cotmmercial & Financial Chronicles, 1920-1945

"‘Ai’aih"l° in New-York City;Wﬁte or:
. EdwinL:Beck < -

 Phone REctor 2:9570 ¢ ’
.o w0 cef/e Chronicle, %-P@PL'N.‘YJ-“
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Carbonated Profits

By DR. IRA U. COBLEIGH ¥
- Enterprise Economist th

Indian Summer notes on certain soft drink companies, and the
conversion of effervescent potables into profits, and carbon-
ation into cash dividends.

. -Soft drinke-are big business.
Total sales of non-alcoholic bhev-
erages are now bubbling at over
-a billion 'a year, and per capita
. consumption-
has risen from
153 bottles in
-1929, {o 162 in
1949, 190 'in
1956 and
about 200" for
1957. In a re=-
stricted wavy,
you might call -
carbonated
beverages a
growth in-
dustry, since
consumption.
has increased
in every year
since 1933 )
(except during the sugar-short
war years) and, since 1950, sales
have exceeded one billion cases in
each year,

Other features of the soft drink
industry are unicue. Whereas re-
search- and the introduction of
new products are vital in many
other lines, soft drink leaders arc
still turning out and selling vir-
tuzlly the same fluid products
year after year. Rough distribu-
tion of the sales by flavors would
be 58% colas, 13% citrics, 4%
ginger ale, 3% sarsaparilla and
root beer, 2% grape, and.the bal-
ance, miscellaneous, including
slimming sodas and no doubt that
ever popular birch beer.

If research and product change
are unimportant, advertising and
sales promotion are not. The in-
dustry lays out over $100 million
annually on advertising. While
there still are huncreds of small
Iccal bottlers throughout the coun-
try, their numbers are dwindling,
vear by year, as competition and
heavy advertising expense
prompts them to merge into the
majors. This definite trend to-
ward fewer and larger units is
evidenced by the trade figures:
8,220 bottling plants in the United
States in 1929; 6,900 in 1949; and
only about 5,000 in 1957. Com-
petition is also evidenced by the
offering of multiple sized bottles,
the distribution in disposable cans,
and the broadening of markets
through vending machines in pas-
senger terminals, office buildings,
factories and theaters.

The overseas market also is big
and increasingly important but
only the biggest are able 10 oper-
ale there, .with Coca Cola, long
established in dozens of foreign
countries; Pepsi Cola moving
ahead rapidly especially in Fu-
rope; and Canada Dry expanding:

While growth, in the soft drink
industry could scarcely be com-
pared to that in say, chemical,
drug or electronic enterprises, it
is clearly in evidence not only
from the sales expansion cited
above, but from the rapid in-
crease in our teen-age population
and the broadening 'acceptance
and availability of soft drinks.
(Alcoholic beverages are not usu-
ally to be sold to minors; while
myriad older folks dilute their
booze with such acceptable mix-
ers as ginger ale; 7 Up; a cola; or
just plain club seda. In either
case the demand for soft drinks
expands.)

Another factor attracting’capi-
tal to the soft drinks trade is the
rather consistently high profit
ratio, running, for the better com-
panies, somewhere around 20%
before taxes. Further, because of
very low unit prices charged. and
the rather habitual nature of soft
drink consumption, the industry
is favored for its defensive, and
recession resistant, qualities.

‘Having set a suitable statistical

ira U. Cobieigd

background for consideraticn of
carbonation companies, it’s time
to look at a few representative
securities. ;
Coca Cola Company

> The outstanding leader and an
authentic blue chip for. decades
is, ‘of course,  Coca Cola. It has
paid uninterrupted dividends since
1893, and though losing . some
ground to competition in the past
decade, . still - accounts  for about

~65% of the domestic market for
cola drinks. 1954 was a poor year

with per share earnings dipping
to $6.03. Since then, and bene-
fiting from more aggressive man-
agement, . earnings advanced,
reaching $7.07 in 1957—adequate
coverage for the $5 dividend, par-
ticularly in view of the company’s
extremely strong cash position.-
1958 earnings are expccted to bhe
a few cents lower, probably
around $6.90 a share. ;
Coca Cola manufactures its
unique syrup in 10 plants in the
United States and 18 abroad; and
operates a total of 80 botiling
plants. The success of Coca Cola
is a classic tribute to the power

of advertising. “Coke” has become at.

the $86 million of last year, and
per share net perhaps above “the
$1.73 per share recorded in 1957
(Fiscal: year .ends Sept. .30.) . In
any event, the $1 dividend looks
secure and provides-at 18 a 514 %
yield.  No upward romp in market
price is indicated here, but:a
quite satisfactory yield is offered
in a well managed and progres-
sive company.

.. Nehi Corporation ;

Considerably smaller is Nehi
Corporation, third largest among
the cola companies, and dispenser
of Royal Crown Cola, as well as
flavored sodas ‘sold " under the
Nehi prand name and another,
Par-T-Pak. Sales have steadily
risen from $11 million. in 1954 to
$1715 million. for 1957. Higher
advertising: and :promotion ex-
pcnses have held earnings down
a bii in the recent past. 1957 net
amounted to $1.19 c¢n the 1,033,618
common . shares.-(sole - capitaliza-
tion). Indicated dividend rate. is
80s and there was a 5% stock
extra last year. Not a spectacular
common, Nehi has paid dividends
without a miss for the past 20
year. At 13%5 Nehi yields about
6%. It trades within an exceed-
ingly narrow range—-between 10
and 16 for the past five years.

. The Bottling Companies

Bottling companies tied in to
franchises have done quite well
and there are a couple of good
sized ones you might want to look
Pepsi Cola General Bottlers

a household word in the U. S, Imc. has the franchise in a sub-
and abroad Coca Cela is probably stantial servitory including Chi~

more widely known by more peo-
ple than any other American
product,

As an investment sto¢k for de-
pendable income, Coca Ccla com-
inon (4,232,078 shares outstanding,
sole capitalization) is a long re-
spected equity. It also assays high
in market stability, ranging be-~
tween a low of 95 and a high of
145 in the past 515 years. At 115
it yields 4.3%.

Pepsi Cola Company

Number two in the soft drink
industry is Pepsi Cola Co. Turn-
ing out its concentrate in three
meain plants (Oakland, Cal., Louis-
ville, Ky., and New York) it dis-
tributes same to and through some
500 independent bottlers, not in-
cluding a number of bottling
plants it operates on its own ac-
count. Through Pepsi Cola Inter-
national (wholly owned) it serves
the foreign markets operating
seven concentrate plants and seven
bottling plants; and it also has,
in the U. S., the import franchise
for Schweppes.

Since 1954 Pepsi Cola has done,
through advertising -and promo-
tion, an outstanding job in build-
ing sales. From a $74.2 million
total in 1954, sales have grown to
$120.33 million for 1957, crossing
the $100 mark for the first timc
in ‘that year. Earnings last year
were $1.61 per share, ample caver-
age for the present $1.20 dividend
ratc. At 24 the stock yields 5%,
an attractive return considering
the safety of the dividend and the
prospects for continued financial
forward motion. $8.8 million in
debt precedes the 5,926,205 com-
mon- shares.

Canada Dry Corp.oration

Unlike the first two companies
we mentioned, Canada Dry Corp.
oficrs a quite diverse line of bev-
erages. Long renowned for its
ginger ale, its other soft drinks
include mixes, Spur, Hi-Spot and
Glamour. Alone of the major soft
drink companies, Canada Dry de-
rives major earning power from
alcohol toting beverages. It pro-
duces its own lines of gin, vodka,
and bourbon through Canada Dry
Distillers and is United States
distributor for such alcoholic ani-
mators as Fine Arts, Old Ebony
and Johnnie Walker. '

Earlier results indicate. that
Canada Dry may carry its 1958
sales total to a new high, above

cago, Des Wloines, Kansas City and

Louisville, It is rapidly expanding
its. sales, particularly through
vending machines and by aggres-
sive selling to shopping centers,
rug, variety and department
store chains, Current dividend
is 60c, with 1958 earnings of
around- 90c. Gross may reach
$20 million this year (up from
$17.6 in 1957). Stock sells at
1014 over the counter.

The biggest and most impressive
of the independent bottlers has
been Coca Cola Bottling Co.
(N. Y.). It has pushed its net

earnings rapidly forward from
83c a share to $2.51 in 1957, and
rewarded its shareholders with
steady cash dividends, and a four
for one split in 1955 Present rate
is $1 (which could be increased)
plus 2% in stock. An’ exclusive
franchise ‘in"a prosperous and
populous area, including - New
York City, Buffalo, and Pough-
keepsie, 'N. - Y.;- Newark - and
Trenton, " N. -J.; .Stamford . and
Bridgeport, Conn. augurs well for
sustained - growth. Stock sells at
around- 21* in. - the "~ Over-the-
Counter Market. -

i Traditionally, soft drink com-
panies'_depend on the- weather,
and nothing is so good for them
as a ‘'warin ‘Spring and a’long hot
Summer. On this basis, 1958 has
been no bargain, with a protracted
cold Spring and a cool wet Sum-
mer. Still the companies we've
briefly touched upon have: given
a satisfactory account of : them=
selves in what is regarded as a

recession years, and if next Sum="

mer is a sizzler, then new altitudes
in sales and earning power are
expectable. i

J. R. Williston & Beane
Adds Three To Staff

The Commodity Department of
J. R. Williston & Beane, 115
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, has added three new staff
members, it has been announced
by Alph C. Beane, directing part~
ner. They are Ralph C. Gordon,
Houston Cox, and J. Edward
Luongo, all veterans of the secu~
rity and commodity business.

Mr. Gordon and Mr. Cox were
formerly associated with Merrill
Lynch, Pierce, Fenner & Beane,
while Mr. Luongo was manager
of the commodity division of
Hornblower & Weeks.

With Merrill Lynch

(Special to THE FINANCIAL CHRONICLE)
TOLEDO, Ohio — Richard N.
Newell is with Merrill Lynch,
Pierce, Fenner & Smith, - 616
Madison Avenue.

a1z21m o

»
- Griscom.Inv. Mgr,
0f Stroud & Go.

PHILADELPHIA, Pa.—Clement -
A. Griscom - has-joined Stroud ‘&
Company, Inec.,-123- South- Broad -
Street, as manager ‘of .thecom-

: -+ pany’s Invest-

. ment Depart~

ment. :

. .~"Mr. Griscom

““recently re-

tired as Vice~

-President of

. the . Provident

Tradesmens

. "Bank.and

- Trust-.Com-

- -pany. He .s
~_well knawn-in

finanecial eir-

i. .cles. For the
b8 past 15 years

Clement: A. erscom‘

. . member of the.
arbitration panel of the New York -
Stock Exchange: . ;. - ..

From 1924 to 1931 he was Sales
Manager- of E. B: Smith-& Co. and
from 1931 to 1940 a General Part-
ner of Cassatt & Company. ¢

In 1940 he wernt to Land Title
Bank and Trust Company and was
elected a Vice-President in 1942.
When the Land Title:Bank was
consolidated with the Tradesmens
National .Bank and later merged
with Provident Trust Company he
continued as a Vice-President of
the merged banks. »

Mr. Griscom is 2 member of the
Philadeiphia Club, Racquet Club,
Gulph Mills Golf Club and Rolling
Rock Club.

He has served as treasurer and
director of the Southeastern Heart
Association.

With Dempsey Tegeler

(Speclal to THE FINANCIAL CHRONICLE)

ST. LOUIS,. Mo. — Frank P.
Williams has become associated
with Dempsey-Tegeler & Co., 1000
Locust Street, members of the
New York and Midwest Stock
Exchanges. He was previously
with Yates, Heitner & Woods.

Dated October 1, 1958

BAXTER & COMPANY

J. C. BRADFORD & CO.

INCORPORATED

September 24, 1958,

SALOMON BROS. & HUTZLER
DICK & MERLE-SMITH SCHOELLKOPF, HUTTON & POMEROY, INC.

WM. E. POLLOCK & CO., INC.

STROUD & COMPANY

This announcement is not an offer to sell or @ solicitation of an offer

The offering is made only by the Prospectus.

$40,000,000

Consumers Power Company
First Mortgage Bonds, 4}2% Series due 1988

Due October 1, 1988

Price 100.989% and accrued interest

The Prospectus may be obtained in any State in which this announcement is circulated from only such
of the undersigned and other dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. INc.

A. G. BECKER & CO.

INCORPORATED

H. HENTZ & co.
VAN ALSTY

A.C. ALLYN AND COMPANY

INCORPORATED

SHELBY CULLOM DAVIS & CO.
STERN BROTHERS & CO.

to bty these securities.

BACHE & CO.
HALLGARTEN & CO.

NE, NOEL & CO.

he has.beena .

gitized for FRASER
p:/ffraser.stlouisfed.org/
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Our Responsibility Is to Excel

By FREDERICK R. KAPPEL*
President, American Telephone and Telegraph Company

President of A. T. & T. reviews common ground of under-
standing and mutual interdependence between labor and
management, the room for disagreement, and relationship
between business and government. Mr. Kappel makes clear
how cxcessive rules, inadequate financial freedom, inflation,
ruinous governmental policies limit business progress. Submits
as a possible litmus test for any political plan or program the
question: will it benefit the community or some people at the
expense of others, is it geod for the long run, and is it sincere?

There are nearly a million of
us in the telephone industry in
North America and we are bound
10 have many differences of opin-
ion -— as be-
tween differ-
ent companies,
across the
bargaining
table, and so -
on. But unless
I am much
mistaken, if
we look at
certain funda-
mentals hon-
estly and ob-
jectively, we
find infinitely
more to unite
us than to
‘divide us.

It also seems to me that these
fundamentals are pretty good
bench marks to help us judge the
meaning of events and the worth
of various ideas both in and out
of our business,

Frederick R. Kappel

Results of Continued Improvement
Take for example the" very
simple point that the more value
we build into our service, the
more salable it becomes, and the
_amore jobs and opportunity the
business can offer.

Starting about a year ago our
rate of growth took a downward
turn, and as a matter of fact we
have somewhat less’ employment
today than we had in 1957.

Let us suppose, however, that in
all the years since the war we had
made no effort to improve our
service. Suppose we had not gone
ahead with the dial program. Sup-

* pose we had no radio relay—mno
new PBX’s —no color telephones
or button telephones — no im-
provements in teletypewriters—no
ocean cables—no short-haul car-
rier systems—and so on.

.1 Under such- circumstances our
service today would have fewer
capabilities—it would be less at-
tractive—and it would cost more.
It would be harder to sell in good
times, and much harder to sell in

a time of recession. So I feel sure;

that the improvements we have
" 'made in past years are largely
responsible for our being able to
continue to sell more service to-
day. Needless to say, this has
helped to keep many more jobs
filled than would otherwise be
possible.
Reasonable freedom is one of
.the essentials we can all agree on.
There are many ways to limit the
freedom of a business but I shall
mention only two.

Limiting Freedom of Business

One way is to hold earnings
down by regulation so that the
business can’t afford to do the
things that produce progress. This
s part of what has happened' to
the railroads, and it makes a sad
story as you well know, In our
own case we have been squeezed
very hard in the postwar years. It
has been a big task—and it still
is a big and everlasting task—to
get public understanding and ac-
ceptance that good earnings are
vital to progress and good service,
We have had some success in this

but we still have much,  much

more to do.

= ‘Fro:-n Aa tall:lby Mr... Kapglt_ell belfore

y ting, P
r;:mleggg.of America, Chicago, 111, Sept.

ttp://fraser.stlouisfed.org/

What do I mean by “much,
much more”? Naturally we must
first of all show by our actions
that we are sincerely and per-
sonally dedicated to giving our
customers the best service we pos-
sibly .can. But that in itself is not
anough. We must also tell our
story and tell it convincingly. We
mucst ‘do this in every community.
We must see to it that the public
really knows us, and that the pub-
lic’'s representatives in govern-
ment are directly and fully and
nonestly informed about what we
are trying to do. If we are given
reatment that we believe is
wrong or short-sighted, we must
say so and say why—and never
ston working to get the situation
corrected, When, on the other
hand, regulators and legislators
give us the means and encourage-
ment to step up telephone prog-
ress, then we must work to the
limit to justify their confidence.
And T emphasize above all—these
are not challenges to top manage-
ment alone, but to every local
telephone team. It takes all of us,
and not some of us, to earn the
financial freedom the business
needs. ’

Ruling Out Freedom by Rules

Another way to limit freedom
is to have so many rules that peo-
ple can hardly move around un-
derneath them.

Of course any organization has
to have some rules. But the func-
tion of a rule ought to be to help
get things done in a sensible way,
and not to hinder or prevent it.
We have to keep flexible because
we ‘continuously have to deal with
new situations that the old rules
will not fit. For the sake of the
business, the service, and our
common welfare, I think we have
to be on our guard against apply-
ing too many rules-too rigidly.

Should higher management, for
instance, require local managers
to go always by the book, to the
exclusion of their brains? Natu-
rally not. It is much better to give
people the chance to exercise and
develop their brains. If we will
do that, they will know when the
book fits and when it doesn’t.

_Likewise, excessive rules and
rigidity in job assignments block
progress. In some industries this
has long since beécome a heavy
handicap. In them, regardless of
practical needs, only certain peo-
ple can do certain things, and
some people are even required to
sit around and do nothing. One
man has to hold the tack while
another lifts the hammer, and.a
third must be on hand to give
them both ‘a drink of water.

What is this called? This is
featherbedding and it must not
happen in our business. Test it

“against judgment of what is good

for the business and for all the
people in it,

Does it give freedom to make
progress? Does it make service
more valuable to the public? Does
it make it more salable, so that
more people will want it? Doés it
give men and women the chance
to show what they can do? And if
the job happens to be a defense
job, -does it raise or lower. the
heavy cost we must all pay in
taxes? I leave .the answers to you.

Let me refer now to another of
those basic principles I mentioned,
which I can’t help but think all
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of us do believe in. I'll say it this
time in a few different words but
you will recognize the idea.

Mutual Interdependence "

We do depend on the business
and the business does depend on
us. If we fall short of our best, the
business will fall short too. And
if the business falls short, the pub-
lic will surely and quickly. find
that we have failed them.

To me it follows as night-fol-
lows day that we—all of us—must
be of one mind in wanting -to
solve all mutual problems on' a
basis -that will| be good for the
business as a whole. I do not be-
lieve, for example, that “manage-
ment” and “labor” can have diver-
gent ambitions, We cannot serve
the common good by aiming in
opposite directions,

Room for Disagreements
But let me be clear. Does. this
mean there is no room for dis-
agreements? Of course it means
nothing of the kind, It is. in the
very nature of things that we will
have disagreements. We are. all
different individuals with many
different interests and views.

Thank goodness that is so, because’

no one is smart enough to have
all the answers. ;

What I do mean is this—that we

have to have the determination:

and perseverance to reach. solu-
tions and decisions that we hon-
estly believe are in the best in-

individual, or of any particular
company, or of any particular
group—but in the best interest of
all, If we have that kind of mo-
tive—that kind of ambitiori—that
kind of will—that kind of courage
—we need have no fears for the
future. :

In .this business, and in this
whole country, we need to work
for unity. We have great oppor-
tunities, but every person who
does not shut his eyes and ears to
the facts knows that we also face
great dangers and enormous risks.
To meet them we must be united,
However we cannot achieve unity
—we cannot even work for it—
unless we first want and desire
it, and are willing to sacrifice a
little to get it. And if you ask
yourself, “Do . we really have to
have it?” I think the answer will
be an unqualified ‘“Yes.” The
French for years did not desire it,
nor did they work for it, and' so
they lost it. Now they are  in
desperate- straits to get it back.
While we do not have some of
their particular problems, let us
never forget that we do have our
own—and they are serious.

what basis everythirig that is
promised will be paid for. In my
own opinion they would intensify

_inflation, foster “boom and bust”

psychology, and work a wrong on
everyone—and-most of -all on peo-
ple of modest means.

If we are going to achieve unity
and make the most progress in
this . country, we have all got to
work: hard for answers that will
serve the common' interest. This
means thatas-telephone. people
and as citizens-we have to test our

‘thinking in some very basic ways,
“and be completely-honest and ob-

jective about'it.- - -

For example, as to any political
plan or program, regardless of
who proposes it, I think we need
to ask— .

“Will it benefit the whole com-
munity — or just some people at
the expense of others?

*“Is it good for the long run—or
will it pile:up. more trouble later

on?: :

“Is* it sincere.— or:just smart ?

polities?”~

How “each 'of us answers ques- -

tions. like ‘thése is his- affair and
his alone. But I think it is vital
that each of us should ask them

4ry to think them through, and

come to the answer that best satis-

‘fies his reason and. his conscience
If ‘hbusiness:and government today  §

are -interwoven:— and they as-
suredly are—then-it is self-evident
‘that our individual lives and du-

J in-:ties: as citizens and as telephone
terest, not of any particular:

people are interwoven also. They
are not identical, of.course, but
they . do: go: together.: I Tepeat—
the kind of government we have
very-largely determines the kind
of business we have. And the kind
of government any nation has de-
pends on one- factor.alone —its
people. - ... S .
Finally, if the way we think has
much to do.with the way we work,
it is.equally true.that the way we
work has tremendous influence on
the way others think, and on the
degree of opportunity we are all
given to serve the public well.
There is orie basic.charge on us
and that is to” perform with ex-
cellence. Our’ responsibility is to
excel. Generally through the years
we have done just that. Under

‘our free enterprise system we have

pioneered and provided the best
ielephone service in the world,

‘and this the whole world knows.

The challenge now- before us is to
make this best even better—and
to let nothing diminish our ability
to ‘do so. oty

We “have better tools, better
equipment, more knowledge, and
more skill thaniwe ever had be-
fore.” We have markets to 'serve

- -which-T am certain-will -continue

Relationship of
Government and Business

One of these problems that, all
of .us are right in the middle of, is
the relation between business and
government.

The kind of government: we
have very largely determines the
kind of business we have. Govern-
ment can help to provide a good
working climate — the kind that
stimulates and encourages prog-
ress—or it can set conditions that
penalize success, discourage initia-
tive, and sap' the strength and
energy of business organizations.

How? By driving earnings

down, as I have already men--

tioned. By perpetuating bad taxes
—the telephone excise tax for in-
stance. By excessive interference
in business operations. By making
political capital out of attacks on
gl_’ganizations that happen to be
ig. . B
A related, critical, and never-
ending problem is the problem of
inflation. This -is- nourished both
by government spending and by
wage increases which add to the
cost of countless products and
services. Yet many individuals and
groups today continue to promote
so-called legislative , “programs”
which promise all things for. all

men. However these same pro--

grams do not at all make clear on

to grow. The horizon is boundiess.
But to maintain our full freedom
to serve—to realize all the won-
derful:- opportunities -ahead — one

‘thing is essential. We must work

together.: . i

1 said'a moment ago that with
the will and courage to work
for unity—to reach solutions that
serve the common interest—we
need not fear . the future. I want

to- repeat and reemphasize that’

now,:and express my confidence
in the good faith,.the good will,
and the abundant plain good sense
of telephone people! throughout
the land. We will succeed—and I
am sure too that as always, the
Pioneers will lead the way.

Form Inv. Co.

DENVER, Colo.—American
Growth Fund Sponsors, Inc. has
been formed with offices at 650

17th Street to engage in a securi-’

ties business. Officers are Robert
D. Brody, President; Robert
Gamzey, Vice-President; and
Louis A. Waldbaum, Secretary-
Treasurer,

Hopkins Harbach Branch

HEMET, Calif.—Hopkins, Har-
bach & Co. have opened a branch
office at 126 South Harvard Street
with J. Glen Brubaker and James
H. Welch as co-managers.

Challenge in the
Year Ahead

By JOHN K. LANGUM~*

President, Business Economics,
Inc., Chicago, Ill. = °

Chicago economic consultant be- -
lieves inflation is not likely to he
a .major problem in -the- year
ahead and avers that the econ-
omy still faces a significant chal-
lenge during this = period - of
achieving adequate recovery.’

The American  economy  still
faces the significant challenge
over the year ahead of achieving
adequate recovery. Clearly, we

have not only
gone past the
bottom of the
recession, but
“also. we ‘have
experienced. a
remarkable
step-up in,
economic_ac-
tivity. But
hitting the
bottom  and -
moving up is
not. the same
as moving up
enough. . ¢
Basic forces
- influencing
key areas within the economy are
not entirely favorable. Plant and
equipment expenditures will like-
1y move down into 1959.  Housing
activity has improved, but is run-
ning into the impact of tighter
credit: It is very much a question
as to how ‘the 1959 .automobile
model will fare.

- Liquidity Shortage

Very  important, also, -is the
continuing shortage of liquidity
in the American economy. The
money supply is larger than ever.
before in terms of dollars. But in
relation to the size of the econ-
omy, the money supply is low and
in fact,-less than at any time in a
quarter of a century or more. .

In these circumstances, infla-
tion is not likely to be a major
problem in the year ahead even
with the Federal deficit, barring
unexpected international develop=
ments. The confident expeciation
of jumping ‘back to.boom levels
of activity and pressure on prices
will not likely be realized. In
these eircumstances - the. Federal
Reserve -should take great care in
avoiding nipping recovery in the
bud through too- rapid or ‘too
strong an application of monetary
restraint. - ; . Y

Eagerness to avoid the mistakes
of 1954-1955 could well cause the
Federal Reserve System'to- make -
new mistakes which could be even
more serious. - -

S

onn K. Langum

*From a talk by Mr. Langum before
the School of Banking, University of
Wisconsin, Madison, Wisc.

With Mitchell Hutchins

Robert Cornelius Reynolds has
become associated with Mitchell,
Hutchins & Co., 1 Wall Street,
New York City. L

Co-Mgr. of Kidder Branch

Joseph M. Mandese, registered
representative for A. M. Kidder &
Co., Inc., 506 Florida Avenue, was
appointed co-manager with Bar-
nard Prescott.

With Lloyd Arnold

i (Sbecia] to THE FINANCIAL CHRONICLE)

BEVERLY HILLS, Cal—James
N. Griffiths is now with Lloyd
Arnold & Company, 364  North
Camden Drive.

Joins Cal-Pacific

(Special to THE FINANCIAL CHRONICLE)
BEVERLY HILLS, Cal.—James
L. Johnston has joined the staff
of Cal-Pacific Securities, 140
North Robertson Boulevard.




Volume 188 Number 5780 . . . The-Commercial and Financial'Chronicle s

Stock Market Outlook

By D. MOREAU

BARRINGER*

Chairman, Delaware Fund and Delaware Income Fund
Fhiladelphia, Pa.

Mr. Barringer’s ‘optimism abe

ut -probabléi':t':onrse of stock -

averages, despite belief market is awfully high, - takes ‘into: -
consideration: ‘public’s eagerness’ for inflation-protection, ‘or
with “growth,” presence of institutional buyers on the demand
side, lack of new stock issues, gradual acceptance of commen
stocks - by conservative investment managers; and improved

plant efficiency. The: Delaware

growth -factors in the longer outlook bringing ‘about higher -

business volumes and well-ma
" future set-backs will prevent

- When one is asked to talk about
the outlook for the stock’ market,
“many ‘seem to think one should
' discuss the probable ‘course of the
averages. This
isevidenced -
by such ques-
tions as “Do.. |
you think “the
~market’s.go-
~ing up.from
~here?’ or:
Don’t you
think the mar-
ket’s .awtully
‘high?’’or
“*Don't'you -}
think I ought :J
~to sell stocks?”’
or “Shouldn’t
I 'buy some
more stocks
r)ere?” - reroh R
., I would say that, paradoxical as
it may seem; the answer to all
four of these questions might well

D. Moreatt ‘vasvsngur

be “Yes.” X 4
‘Do 1 think the market's going.
up from here?. Yes. The market
for those issues particularly iden-
tified in the public’s mind- with
inflation=protection, or with
‘“growth” {(an’ extrapolation not
always to be relied on), will prob-:
ably go up from here. As long as
business volumes and profits seem
1o be on the increase, so long will
‘people project the earnings of
their favorite growth stock in the
same direction—and, irrespective, -
apparently, of such things as P/E
ratios, do the same with their es-’
timates of future prices. = X
*And in the case of raw material
stocks, the public seems unper-
turbed by surplus capacities or
inventories, and seems to see only -
the assumed protection against in-’
flation ‘inherent in “things in the
ground.” ) : )
.- The market for stocks in these
- two categories, at-least, is likely,
in my opinion, to go up from here, .
, - “Don’t "you ‘think the market’s.
awfully high?” Again the answer
i§ “Yes.” The Dow-Jones Indus-
trial Average looks to be earning
no more than $28 this year, and.
i§ currently ¢elling for .18 times
that figure. In 1957; it averaged.
13 times its earnings for that year,
and in-the years preceding 1957
it averaged 15, 12,12 and 10 times -
its current rate of earnings. There
isn’t any law that says-a ratio of
18 is out-df~bounds, but I think-
most’ people will agree it’s pretty
high. "
- Stocks the People Will Want

- The question “Don’t you think
I ought to sell stocks?” can of:
course be answered “Yes,” but as
regards ‘certain- stocks it can be
answered that way at almost any-
time. Besides, it makes mote
business. But I personally would,
add - the caution: “Yes, I would
gell stocks of stagnant. industries
or unimaginatively managed com-=;
panies, dut at the same ‘time I
- would' buy stocks the public will:
want.” What are they? I thxlnk
they would include the extractive
and - basic industries in general
—starting with steel—and those
manufacturing: industries dealing,
with madern.and developing arts
and - sciences — data processing,
i ® y inger before
s Pty e, RET Aefore
. Philadelphia, Pa., Sept. 11, 1958,

Fund head foresees. economic -
intained margins, and doubts
a better_than ever recovery,

eléctronics, ‘the pérennial chemi-
cals, andsoon. jhak e 1

- The sameé ‘method: serves to an-"

swer :the wopposite question:

“Shouldn’t I buy some more stocks’
here?”::¥es, you "should—and not:
+only for: the “purpose of “helping
- out.thecommission account. ‘Wise
selection 'of stocks ‘will be reward-.

ed in high prices.
In brief; I am not bearish on-the
market—even -on .the: averages—

i and 1 am' bullish_ on- certain cate-
: gories  that'go to. make up those’
i averages. ;

- It is_ bromidi¢ to sjay_“tl';at de-

;) ‘mand and supply detérmine price,;
. but ‘every nowand then it needs-
to | be said about' stock prices,
nevertheless: -1t isn’t earnings,, it. .

isn’t dividends, it isn’t book val-
ues, that directly determine prices

of stocks. 1t:is the relation of ithe. and- the . institutional
‘egged ‘on by the public, On the

people .who: want to-buy to. those
who want. to sell-—or better,. the

relative cagerness and ability . of, mon stocks in the first five monthg
- of this year have shrunk to under

the potential buyers and the po-
tential sellers.. :

Institutions ‘on Demand S!de

Pension “funds, welfare “funds,
profit sharing - funds,
companies, are-not usually sellers
of - stocks..~ They - are buyers ‘of

varying urgericies but of constant.

ly increasing power; They appedr,
with rare exceptions, only on-one
side of the demand-supply equa-
tion, b

Mutual funds are almost as one-
sided. ‘For every dollar of cash-or
equivalents set:aside as a cautious

reserve by a.mutual fund, the in-_

dustry -finds ‘itself handed several
dozen dollars by ‘a public- whose
appetite for*stocks is not satiated

but apparently whetted by higher . §:
prices. -The funds are’ therefore . |
only ‘mirrors of the public’s de- !

mand, which they ¢éan modify only

in- slight ‘degree as they pass it §

on to the market-place,

The . supply  of stocks - comes !
originally -and .most effectively: |
from “issuing corporations. They -
usually want to take advantage:

of high public confidence to raise

equity - money to increase their. !
productive - capacities. But right |
now, in September, 1958, there is. |
a-lot of skepticism about the de-"!
sirability “of incredsing capacity. |
The ‘“normal” flow of new. stock |
issues " that one would expect at |
500 in the DJ-Industrial Average- |

hasn’t materialized. In fact -the
most publicized item of supply of

stocks — the stocks of mutual. |
funds, old or new—must really be |
calculated on the demand side of |
. the stock price equation. i

We have to go back, therefore,- |
to the public appetite for stocks as |
the prime mover behind this mar-- |
ket level, and try to guesstimate: |
what makes it tick or what will |
it change its tempo -of |

make.
ticking.

. There is hardly a family, except’ |
the very youngest, that hasn’t been |
hurt by the inflation of the past |
thirteen . years, ~-Searching for a |
defense against this sort of burn.

in the future, many people. (I am |
almost tempted to say “most peo-. |

ple”) have hit upon investment

in common stocks.  Perhaot thev’l}-
be. wrong. Perhaps they’ll suffer.

disillumionment in time. But so

far they-haven’t been wrong, by |
and large, and it evidently takes.

more than a few months’ decline’ ||
to bring about the kind of wide- |

Cowill,
*. unabated.

insurance -

spread disillusionment we saw in
the ’thirties.” That class of demand

Conservative Acceptance of Stocks
. On top of that, the managers of

.- institutional money 'have increas--

ingly come to common stock in-

vestments.in. recent years, They”
:started -on_this course after the

war, ‘when yields of 5% to 8%

.were, obtainable on “high-grade.
.stocks,. compared with .less than:
 half that on corporate bonds. Pen-
-sion' funds ‘could. greatly shorten"
.+ the:time required to make pen-"
. . sions adequate by ‘buying stocks.
- Insyrance . companies got -added’
advantage from the tax exemption:

of inteércorporate dividends. X
. These _yiclds, and the generally

good performance of “the. stock'
marKet; gradually broke dowh the
traditional -objection of conserva--

tive investment managers to com-

-mon stocks. . Once in ‘the frame of’

mind ‘to countenance these former
outcast investments, the managers
found, first, that the public ap-
proved their action. and, second,
that it was ‘highly profitable. Now
these huge categories of invest-
ment funds are firmly on the de-
maid side of the stock-price equa-
tion; . and -it ‘would ' take more
adversity than the market has yet
handed ws to dislodge them.

" Lack of New Steck Issues

So’we are faced with a demand-
supply balance that won’t balance,
On the demand side are the public,
investors

supply side the new issues of com-

100, miilion dollars a month—Iless
than the saies of new mutual fund
shares. alone., And the present
holders of stocks, ‘who might bhe
tempted by today’s high price-
earnings ratios and low vields to
enter  the balance on the selling

side,. are -deterred by -their tax:

liabilities, “and their .distrust of
competing investment media.

- Lest you think, however, that I
am saying that these forces have
driven’ the market to unreason-
able or dangerous heights, I should
add.'that I believe there is much,
in -today’s business outlook, to

I .think, continue largely:

justify at least the present levels
of most major stocks.
Better Control of Costs

The 1957 recession came as a
severe but salubrious shock to

many corporate managements, A -

degree of cost control was insti-
tuted which didn’t have enough
time to'make itself felt by the
first quarter of 1958, or even the
second quarter, but which should
1.nake extremely interesting read-
Ing ‘as larger sales and. wider
profit margins appear in the third
and fourth quarters. :

In support of this, I have read
the opinion recently that the steel
industry has experienced so strik-
Ing a ctleaning out of excess per-

sonnel that it could operate far:

above:the 61% rate of June with-

out increasing its then: figure of -

510,000 employees.

Another estimate, attributed to
a major industrial company, main-
tains that its overall profit margin
now, at 75% operations, is egual
to its pre-slump margin at a 95%
rate.

* With some exceptions, this proc-

ess has gone on throughout all
industries. It should result in an
improved level of earnings on a
similar level of sales, assuming we
are on the way back to the sort of
business volumes we saw at the
peak in 1956,

Nor has the improvement all
been negative. The years preced-
ing 1957 were characterized by a
larger amount of new plant con-
struction than any in history, and
most or.all of that new plant rep-
resents a striking improvement in
efficiency. Because of the decline
in sales which began in 1957, a lot
of that new plant has not had an
opportunity to demonstrate its
effect on costs and product im-
provemant.

Assuming again that we are on
the way back to a business volume
level of 145 or more in the Federal
Reserve Board Index of Produc-
tion, this - increased’ efficiency of
plant will join with the better use
of personnel to produce strikingly
better margins of profit,

In 1957 ‘the FRB Index averaged
143 for the year. The Dow-Jones
Industrial Average, which earned
$36.08 a share that year, earned
a little over 25¢ per point of the

(1219) 11

FRB Index. This figure, which
had risen from about 20¢ in 1953
to about 26¢ in 1955, dropped a
little in 1956, rose again to 25¢
in 1957, and then slumped to un-
der 19¢ in the first half of 1958.
What it will do in the rest of the
year and in 1959 is still guess=
work, but my guess is that it will
rise to or over 26¢ by the time the
FRB gets back to 145 — which
would ‘indicate a new high level
of earnings .for the Average, of
something like $37.50 a share.
Now what multiple should we ap=-
ply to this level of earnings? ‘'The
skeptical 12 " times “‘of 1954 or
1955? Or the confident 15 times of
early -1957? - Or -the’ hopeful 18
times of today?- It may be worth
noting that 18 times $37.50 is 675.

Conclusion :
“As long as business volumes are
on the increase, and earnings are
on a faster upward trend, the sort
of people who have been eagerly
buying stocks for the past eight
months aren’t likely to reverse
themselves to any sharp or unan- -
imous degree. I believe businesg
volumes are still increasing,'
helped by at least a temporary
rise in automobile production
(barring an extended strike); and
I think cost control will continue
to. counteract rising wages, and to
show positive effects on profit
margins, -
Hence I am optimistic about
stocks, for the coming months,
For the longer outlook I am no
less optimistic. Population growth,
family formations, housing de-
mands, beckoning super-highways,
technical improvements, . defense
requirements—they all argue for
higher business volumes and well«
maintained margins. Of course
we’ll have setbacks — we've just,
been through one. and we'l] prop=
ably see worse ones. But I don’t
see_one ‘around the corner, nor
do I visualize one from which we
can’t recover better than ever, ,

~ Family Funds of N. Y.

Family Funds of New York, Inec.
has been formed with offices at
630 Third Avenue, New York City,
to engage in a securities business.
Officers are William G. Damroth,
President and Treasurer and
Frans J. Weterrings, Secretary. |

To be guaranteed

1959
1960

3.40%
3.60

The Offering Circular ma=

" DICK & MERLE-SMITH
FREEMAN & COMPANY

~ Pittshurgh

" Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commissiony

be vhtéined in'any State in which this announcement is circulated from only
© such of the undersigned and other dealers as may lawfully offer these sectirities in such State,

WM. E. POLLOCK & CO., INC.
S:eptember 25, 1958, i 25

$3,975,000

" (Philadelphia Plan)

To mature $265,000 annually on each October 15, 1959 to 1973, inclusive

IINC(‘W(/I’II‘O?I{III}' as to payment of par value and dﬁkle;;d: by endorsement
by The Pittshurgh and Lake Erie Railroad Company
; | i

MATURITIES AND YIELDS

(Accrued dividends to be added)

1961 3.90
1962 4.10

HALSEY, STUART & CO. Inc.
" R.W. PRESSPRICH & CO.
IRA HAUPT & CO.

and Lake Erie fRailroad
~ Third Equipment Trust of 1958

4% Equipment Trust Certificates

1963 .
1964.73

McMASTER HUTCHINSON & CO.
SHEARSON, HAMMILL & CO. "

4.20%
4.25

BAXITER & COMPANY

pitized for FRASER
p://fraser.stlouisfed.org/
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How Government Spending
 Affects Prices

By DR. MURRAY L. WEIDENBAUM
Product Economist, Boeing Airplane Co.

Dr. Weidenbaum indicates the great many ways in which
government spending influences the price level. Shows in
detail how this is brought about, directly and indirectly,
intentionally and unintentionally, by government programs.
Also shows how the Federal Government in its overall opera-
tions can affect prices, as through commodity support price

guarantees, direct purchase of

and working standards as employer;

many commodities; setting wage

bidding for goods;

setting the price at which it sells specific commodities; selling

to certain classes of buyers

at less than market price;

undercutting the market on lending rates; subsidizing . extra

production or sales by private

able to particular companies.

firms; making research avail-
Concludes price effects of

Government's combined role as buyer, seller, and promoter
are so diverse they call for urgent consideration in determining .
government programs.

Federal Government spending
programs: can affect private price
formation in a great' many ways.
As a major buyer of privately-
produced
goods, the
government
setsorstrongly
influences
prices. As a
seller of the
goods it pro-
duces or buys
the govern-'
ment affects
the costs or
prices of and
demand f{for
privately pro-
duced goods.
Also, the gov-
ernment af-
{fects business costs and sales by
subsidizing private production,
lending funds, furnishing facili-

M. L. Weidenbaum

ties, and in other ways altering .

the structure of demand.

This paper analyzes the various
mechanisms through which .gov-
ernmental spending programs may
affect the costs of business firms,
the demand for their goods and
services, -and the prices they
charge.

The Government as Buyer

The Federal Government has
become by far the largest single
purchaser of the goods and serv-
ices produced by the private econ-
omy. In 1957, 7% of the net sales
of business firms were made to
the Federal Government. During
periods of national emergencies,
the percentage has been signifi-
cantly higher.

As a result, changes in the ag-
gregate of government expendi-
tures can affect the general price
level of the economy. During a
situation of relatively full employ=<
ment, an increase in government
procurement tends to raise prices,
as a result of government agencies
bidding against private firms and
individuals for existing resources.
Similarly, government transfer
and other payments tend to in-
crease inflationary pressures
under such circumstances by
strengthening private demand.

A rise in total government
spending ordinarily has little ef-
fect on prices when sufficient idle
resources” are available to meet
the new government demand. The
major expansive effect is on the
output of the economy.

The precise effects of an in-
crease in government spending on
prices and production depend on
the nature of the new government
disbursements, the composition of
competing demands, the structure
of the industries affected, and the
impaet on private expectations.

Often, the mere knowledge that
the government is going to in-
crease its spending significantly
sets off a wave of private purchas-
ing and an inflationary spiral well

in advance of the actual govern-
mental disbursements.

The ecxperience immediately
alter the outbreak of the Korean
conflict serves as a case jin point.
Expeetations that sharply ex -~
panded ‘defense spending would
bring higher prices and shortages
led to immediate forward buying.
The larger volume of consumer

~“ buying ' contributed to increas_cd
demand all along the line. Dis-

tributors’ orders mounted as they
attempled to maintain or build up
stocks, Manufacturer’s orders for
raw. and - semi-finished materials
also rose substantially.

As a result, wholesale and retail
prices rose sharply during the first
few months of the conflict. How-
ever, total Tederal expenditures
remained relatively stable during
the period and the rate of military
orders placed did not rise signifi-
cantly until the following year.

The price effects of a reauction
in total government spending are
analogous 1o 4lose accompanying
an increase in  public outlays.
During a period of relatively full
employment, such a decline tends
to reduce genceral price levels. or
to dampen the tendencies for fur-
ther increases, without much ef-
fect on total production. Under
circumstances of less than full
employment, a decline in govern-
ment expenditures causes a re-
duction in total productive ac-
tivity.

The aggregate approach, how-
ever, does not adequately cenvey
the impact of government pur-
chasing on specific industries and
firms.  The following section at-
tempts to indicate such effects
resulting from the operations of a
number of individual government
programs. )

In some instances, the govern-

ment has chosen to set the price-

at which it will buy specific com-
modities. In other circumstances,
it influences the price because of
its strong market position. In
many cases, the government buys
on the open market and exercises
no important influence on private
pricing practices.
Government-Determined Prices
The monetary metals are prime
examples of commodities which

the government will buy at'a set
price. The Treasury buys. (and

sells) gold at the fixed price of"

$35 an ounce minus (or plus) a
handling charge of one-fourth of
1%. As a result, the price of gold
in the United States, and in the
world market generally, fluctu-
ates within the narrow range of
$34.9125 to $35.0875 an ounce.
The Treasury buys newly-rained

silver from domestic producers at"

the fixed price of 9015 cenis an
ounce. However, it is not gen-
eyally prepared to buy from for-
eign producers at that.price .and
it sells silver at a price that may
vary from the statutory buying
price. - Consequently, the market
price of silver may be’ either

-ounce. In  effect,
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below, 901, cents an
the Treasury
buying -and selling policies estab-
lish- a floor under the price of
domestic output but have no such
influence “on foreign production

above or

or on accumulated stocks, nor do.

they determine a ceiling on the
price of silver.

Other important instances in
which the government determines
prices ol private output are also
in the raw material field. These
include both agricultural and
mineral products, discussed ke-
low.

The Department of Agriculture,
under the farm price support pro-
gram, supports the prices of a
number of agricultural cornmodi-
ties. The so-called basic com-
modities — corn, cotton, peanuts,
rice, tobacco, and wheat—are cur-
rently supporied at between 75
and 90% of parity, depending on
the Agriculture Departiment’s esti-
mation of the relationship of an-
ticipated supply to anticipated
demand. The support level pro-
gressively drops as the estimate
of supply. rises above expected
demand.  In the case of tobacco,

the sunport price drops below 90
only when marketing gquotas are
not been

not in effect and have
disapproved.

The support of farm. prices is
provided through loans, purchase
agreements, and purchases. Each
of these devices provides price
support at exactly the same level.

As the loans are of a non-recourse-

{ype, many analysts view them as
merely ‘a preliminary step 1o the
cventual ‘government purchase of
the commodities, rather than
purely credit {ransaclions. When
the market value is less than the
amount loaned, the borrower may
choose not-to repay the loan; he
may surrender the product at the
end of the loan period :‘nd be {ree
fyom any obligalion to pay the
difference between the amount
advanced and the market value of
the product. Thus the loan is, in
effeet, a purchase commitment
which establishes a price floor for
{he commodity.

The essential difference be-
{ween a loan-.and a direct pur-
chase is that, in the former case,
the farmer retains the opportunity
1o sell his commodities commer-
cially if the market price is more
favorable to him than the support
price. A purchase agreement, on
the other hand, provides a con-
venient form of price insurance
for the producer who does not
have an immediate need for cash
or who is not able to meet the
loan storage requirements.

Loans and purchases by the
government support prices in two
major ways: (1) by providing
farmers with a cash return at the
support level, and (2) by strength-
ening market prices of the com-
modity through withdrawal of
supplies from the market.

The farm price support program
is a government spending pro-
gram with accompanying regula-
tory features.  Farmers desiring
to participate in price support ar-
rangements must abide by the
acreage allotments and marketing
quotas which are in effect for the
commodity. When significant
numbers. of farmers do not par-
ticipate in the program, the prices
of supported commodities may
fall below the support level.

Price guarantees probably tend
to expand agricultural output,
particularly of supported items
and may result in increased in-
vestment in agriculture. It is ap-
parent that the price support pro-
gram has not contributed to any
increase in the demand for farm
products. To the extent that price
elasticity exists, it would be ex-
pected that the program’ lessens
demand; where prices would de-
cline in the absence of the pro-
gram, price support payments
prevent the.rise in demand which
would accompany the price re-
duction.

Under the Defense Production
Act and related legislation, "the

concentirates

government - supports the prices
of a number of minerals as. a

means of encouraging domestic .

development. The government has
entered’ into contracts with min-
eral producers to purchase all or
part of the entire output from a
new source of supply at a speci-
ficd price for a specified period
of time. Generally, the producer
has the option to sell his material
on the open market (if he can
obtain a price equal to or higher
than the guaranteed price). How-
ever, the government may call for
certain quantities during the con-
tract period. Aluminum, copper,
nickel, {luorspar, molybdenum,
titanium, and zine programs have
operated in this manner.

In order to increase domestic
production of such minerals. as
beryl, mica, mercary, and manga-
nese, the government has estab-
lished fixed incentive prices avail-
able to all domestic producers.

Titanium furnishes an extreme
example of the impact of govern-
ment procurement and related as-
cistance on the price level and the
very development of an industrial
commodily. Government contracts
with titanium producers generally
provide that the government will
underwrite a market at .guzran-
teed prices for the entire produc-
tion of cach contractor.

In addition to-executing com-
mitment-to-puirchase contracts,
the government has advanced
funds 1o contractors to finance
the conslruction of titanium fa-
cilities and has underwritten the
cost of research designed to in-
prove  production,  recuze unit
cosis, and improve -utilization of
the malerial. The General Serv-
ices Administration, the Federal
agency administering the defense
meaterials program, has stated that
titanium probably could not have
been developed except with gov-
ernment assistance. ;

The Atomic Energy Commission
has established “guaranteed fair”
prices for various nuclear mate-
rials. Iis price-guarantee policies
{for uranium anticipate a transi-
tion from a government-controlled
to a commercial market. The
Conmmission has announced that
it will terminate its guaranteed
purchase price for uranium ore
after March 31, 1962. Thcreafter,
until Dee. 31, 1966, it will provide
a guaranteed ‘market for uranium
produced commer=-
cially from domestic ore. A con-
centrate price will be guaranteed
rather than an ore price since a
concentrate is the primary prod-
uct desired by private industry.

Purchase programs of the AEC
are thus a means of fostering pri-
vate industrial capacity by creat-
ing a basc load justifying plant
capacity and development effort
which the embryonic  atomic
energy industry might not support
alone. .

Government-Influenced Prices

For a number of industries, the
TFederal Government is such a
large customer that it may exer-
cise an important influence on the
nrice at which the firm sells. Mili-
tary procurement of weapons is
a striking case in point. In 1955,
over 95% of the total sales of the
12 largest airframe manuracturers
were to the Federal Government.
Three-fourths of the firms re-
ported that at least 99% of their
sales were made to the govern-
ment. The services’ purchase pol-
icy will inevitably be the prin-
cipal determinant of the price and

profit policies of such industries. '

Market experience cannot serve
as a guide.

Of necessity, the competition
within the aircraft industry is
primarily related to design. By
the nature of military require-
ments, there is maximum pressure
upon the Armed Services to.ob-
tain the most advaiiced weapons.
After mission requirements have
been established for major weapon
systems, engineering-design pro-

posals are requested, from quali-
{ied contractors. Such proposals
are evaluated in terms of excel-
lence of- - design, demonstrated
production ability (including both
quality and schedule attainment),
costs, and other. pertinent factors.
For any given competition, dif-
{erent weights may be assigned
to each factor, depending uwnon
the urgency of the procurement
and mission requirements.

Thus, military contracts are
negotiated primarly with selected
suppliers rather than awarded
through public advertisement of
bids. During the fiscal years 1951~
1955, ilitary prime contracts
with business firms for work in
the Urited States totaled $126.8
hillion.. Of this amount, contracts
totaling $111.3 billion were:
awarded on a negotiated basis.

Military = procurement officers;
can award a number of types of,
contracts to private business firms:
cost ‘with no fee, cost with fixed
fee, incentive fixed price, and:
firm fixed price. .

Under a “cost, no fee” contract,
the. contractor provides supplics.
or services at actual cost with no.
fee or profit.  Such contractors
are typically educational and re-
lated non-profit institutions per-
forming research.

Cost-plus-fixed-fee contracts
are generally utilized on .initial
contracts where experience in the:
production of the artficles -con-
tracted for is limited and on.
contracts for research and devel--
opment N}:.‘rork“m commercial es-.
tublisnments. ;i
* Under incentive contracts, target
¢osts and profits are -established
at ithe inceation of the contract
or at specified times during the
initial stages of performance.
Upon completion of the work, the
sales price to the government is
reduced by a stated percentage
of any reduction in the target cost.
The remainder of the cost reduc-
tion accrues to the contractor. If
actual costs exceerd target costs, a
stated percentage of the excess is
boine by the contractor and the
remainder by the = government.
Predetermined ceilings are also
set on the final contract price and
on the contractor’s profit.

Under the firm-fixed-price con-
tract, supplies are furnished at a
specified firm price with no, provi-
sion for adjustment. An example
is the procurement of a follow-on
order of aircraft in which experi-
ence has been gained to the point
where an acceptable ‘firm price
could be determined. ‘

The program of stockpiling
strategic and critical materials is’
another example of the govern-
ment buying a significant share
of an industry’s output and, often-
{imes, affecting the ‘general sales
price of the commodity. For ex-
ample, the stockpile takes all stra--
{egic mica produced in the United
States today and will-centinue to
do so until December:1962. Under
this program, the government has
also acquired substantial amounts
of 75 other materials. Contracts
for the stockpile have sometimes
been above the market price to
encourage greater output and, in
some cases, have tended to raise
the general price level of the min-
erals involved.

During times when the materi-
als being stockpiled are. in short
supply in the private ecenomy, the
government has permitted sched-
uled deliveries fo be diverted to
private customers, thus reducing
the pressures for price increases.
During the first six months of
1957, about three million pounds
of molybdenum ‘was diverted to
industry because of :tight world
market conditions. The extent to
which similar diversions (and out-
right sales) could be made in the
future may be seen from the fact
that 62 other materials in the

stockpile are equal to or-in excess
of current “priority level” objec~
tives. Items in this category in=-
clude aluminum, asbestos,, cobalt,

Continued on page 38

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




Volume. 183 Number 5780 . . . The Commercial and Financial Chronicle

The 0Qil Industry Faces
The Challenge of Change

By M. J. RATHBONE*

President, Standzrd Oil

Company (New Jersey)

The oil industry is told that it is an “absolute necessity” to
show an even greater willingness to search out and readily
adopt improvements in the way the oil industry operates—
in seeking out, testing, developing and adopting new methods
and ideas—than it has in the past. Mr. Rathbone emphasizes
key importance of research; calls attention to the marketing

challerge posed by growth of

private brand stations; points

to impact of natural gas and heating oil upon the industry;

and cites the rapid growth of oil companies’ exploring and

producing operations abroad. Deplores recurring dissensions,

particularly the way they are aired, and offers some sugges-

tions to remedy this to avoid “strait jacket of government regu-
lation of our entire industry.”

We are living in an era of con-

stant change. Land frontiers of the

~ world have all but disappeared.

* Men are beginning to probe into
space and the

. time is prob-
ably coming

" when we will
be able to

“pioneer on
some other

" planet. But to-

- day our prob-
lem is getting.
along on this. ¥

“particular::
planet. This iz

-not an-easy.-?
problem—be=" "

‘cause’it is
often man’s
tendency to

- ignore change when it doesn't
concern him directly and to resist
it when it does.

Political, ‘economic and social
forces are at work everywhere in
the world. These forces are caus-

~ing changes in governments, in
economic ‘policies, and in business

. and international relations. Weap-
ons of great destructive power are
being perfected by men of many
nations — -and cold war develop-

- ments present .us with new chal-
lenges almost daily, Important

" new trends are developing in

" trade and finance. Our inventors

. and engineers are coming up with
new products and new methods at
an unbelievable rate. Some of
them are so far-reaching that it is
impossible ‘to -foresee their full
impact at this time.

The oil industry has probably
changed more than any other
major industry since the war.
Every phase of ‘the business has
been affected by new develop-
ments. Some of these changes have
been accepted; others we have
tried to reject. Some have been
fully understood, others only par-
tially digested. Almost all of them
have caused problems and, un-
fortunately, dissension.

‘M. J. Rathbone *

Bewails Internal Dissension

When we stop to think about it,
changes within the oil industry
"almost always.seem to cause dis-
sension. Internal dissension hag
become more intense during the
last few years and I believe most
of us will agree has had an ad-
verse effect on our relations with
the government and with the pub-
lic. A little later this afternoon
I'll come back to this point, but
first I ‘want to explore some of
the changes which have taken
place in our industry in the past
decade. As a start, we can look at
the marketing end of the busi-
ness—an area where many shifis
have occurred — and where many
more can be expected.

The past several years have seen
a tremendous intensification of the
generally stiff marketing competi-
tion in our industry. Oil marketers
— big and small — have aggres-
sively sought new customers, both
in their home territories and in

*An address by Mr. Rathbone before

the National Petroleum Association, At-
** lantic. City, New Jersey, Sept. 10, 1958,

new areas, West coast brands have
come East; East coast brands have
gone West and South—and Middle
West marketers:- have gone’ in all
directions. Today, new . markets
and new customers are the goals

: of every vigorous gasoline mar-
. keter in the United States.

To get new customers, oil com-
panics have been among the first
to ‘'use every new. advertising,

- sales promotion, and marketing

technique developed since  the
war. Motivational research, “hard

“sell,” “soft sell,” population stud-

ies, marketing. surveys, opinion

b bolls, green stamps, blue stamps,
d dishes, and even toys—all of these
I have been used to try to win over
“the American motorist. For ycars

the oil industry has concentrated
on product research with the re-
sult that we are giving the public
far better products at prices (ex-
cluding taxes) comparable with
those of 25 years ago. Today, in
addition to creating new products,
and improving existing ones,
greater and greater emphasis is
being placed on market rescarch
and “other research which may
give clues as to how to gain new
customers and hold old ones.

Private Brand Competitive
Growth
Certainly one of the most vigor-
ous developments in oil marketing
in recent years has been the
growth of private brand retailers
—sometimes known as “independ-
ents,” or “chain gasoline retailers.”

Their growth is of tremendous
significance to everyone in the oil
industry. And they have grown!
Chain gasoline retailers have up
to 50% of the business in somo
urban markets. In Savannah they
have about 40% of the market. In
Oklahoma City about 50%. In
Knoxville, 30%; in Montgomery,
25%. Many of these retailers were
formerly called “trackside oper-
ators.” They have certainly come
on the “other side of the tracks.”
You are in the business with both
feet when you operate chains
made up of 100 or 200 service
stations,

These independents have in-
creased rapidly. There are pres-
ently about 25,000 private brand
outlets in the United States. In
the Eastern regions of the country,
in the past eight years, the num-
ber of private brand stations has

‘almost doubled, and the volume

per station has approximately
trebled.

These retailers have been very
aggressive in using new methods
and approaches to the business of
selling gasoline to motorists. The
ultimate effect of these methods
may turn out to be similar to the
changes brought about in the food
business and in the appliance field
by stores whose high efficiency
enables them to operate on a low
mark-up.

America has experienced a
“revolution in retailing” in the

past decade. A new retail climate.

has been created which affects

gasoline purchasers as well as the

rest of the consuming public. -

We are all familiar with the rise

of the so-called “discount stores”
and the growth .of supermarkets.
These retailers 'work with large
volumes, and employ every known
efficiency  in their operations.
Thus, they have been able to offer
their customers lower prices yet
still enjoy an adequate level of
profit. The private brand opera-
tors in the gasoline business have
adopted many of their basic ideas.

As they have become successful,

private branders have expanded
into chains. They have built big,
good-looking stations — handling
impressive volumes. They present
a real challenge to other gasoline
dealers and especially to those
whose ability to compete is im-
paired by low efficiency.
. Here is a development which
must be recognized by all con-
cerned— dealers, distributors,. big
companies and small companies.
The growth of chain gasoline re-
tailers should make every segment
of the oil industry examine its
operaticns—look more carefully at
its costs — reappraise its invest-
ments — become more efficient.
For this change in marketing is
real change—and it may alter the
entire complexion 'of one area of
the oil industry. I think it is fair
to say there is real evidence the
motoring public wants lower cost
distribution of the products. it
buys. :

We also have experienced an
important break with the tradi-
tional two-grade system of mar-
keting gasoline. This development
was brought about by heavy com-
petition—competition in two great
industries, automobiles and petro-
leum. Competition in the automo-
bile industry led manufacturers 1o
increase compression - ratios in
postwar years quite rapidly, New
cars demanded higher qualily
(and thus higher cost) motor fuels
but millions of old cars are still
on the road which do not neced
such quality and should not pay
for it. To meet the quality re-
quirements of all cars on the road
most economically, both for the
user and for the supplier, some of
us thought changes in the two-
grade gasoline system had to take
place. Others did not! The trend
toward higher compression ratios
is.still with us and it will be of
more than passing interest to sce
which system will finally prove to
be the best.

Ileating - Oil and Natural
Gas Growth :

Elsewhere in the marketing
field changes have taken place.
For example, the use of heating
oil has grown at a much faster
rate in the postwar years than the
average for all other fuel products.
This has had its impact on re-
finery yields, on inventory pat-
terns, and on the seasonal swings
of the entire business. It has
tended to make all our operations
more sensitive to- abnormal
weather conditions. At the same
time, natural gas has grown from
infant to giant proportions as a
competitor in the space ‘heating
market. Here again are two very
real and important developments
which present all sorts of chal-
lenges which will have to bé met,
and met effectively if we are to
continue to prosper.,

But change is not restricted to
marketing alone. We see it in re-
tining, too, where in the past dec-
ade, there has been a steady
growth in the development and
application of - technological im-
provements. However, one of the
most  interesting and significant
changes has been of a somewhal
different nature. By this I mean
the fact that during the last 1C
years the total capacity owned by
smaller non-integrated: operators
has grown at a much faster rate
than the total capacity owned by
the large integrated companies.
This shift. has had and will con-:

tinue to have all sorts of effects_
on every phase.of -the oil industry.
Traditional. concepts - regarding.

the -size of . refineries. have. also
changed.- Many: of the..smaller
modern refineries . operate. quite
efficiently and economically, Some
even turn out products with fewer
men and a lower investment per
barrel of capacity than many of
the large refineries. They capital-
ize quickly on new techniques and

‘they know how to keep costs

down. We used to think only big
refineries could do a good. job in
this respect. Of course, you can’t
get too small "and operate ‘effi-
ciently. But the fact remains that
our former ideas of the minimum

efficient size for refineries have

been revised ‘downward sharply
by developments of the past
decade.

I want to emphasize that seldom
can important changes occur in
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one phase of the oil industry with-
out having direct or indirect ef-
fects on most other parts of the
industry. In any one branch of our
business it’'s pretty hard to- be
immune to the effects of the prob-
lems in the other branches.

Foreign Operations

In production, for example,-
there were in 1952, 72 United
States oil companies carrying out
exploration and producing opera-
tion in 51 countries abroad. Last
year, these had increased to 150
companies with operations.in 73
different countries. Here is further
proof of the dynamic nature of our
industry. And this fact has signifi-
cance for refiners and marketers
as well as for producers. °

One of the reasons for increased
activity in producing overseas is
that material costs and wages have
soared at home. Another reason is
that, at the same time, foreign na-
tions—needing more revenue and
increased living standards—are all
seeking to develop their petroleum
resources as a basis for trade with
other foreign countries. One major
effect of increased overseas ex-
ploration and producing effort has
been'to increase producing capac-
ity greatly in many areas. Couple
this with the recents slow-down in
the growth rate of demand for. oil
and real problems begin to emerge
—problems that-deserve our most
serious attention — problems
created by changing conditions.

There: have ‘always “been new
developments. in. 'oil. ‘transporta-
ti61VThé new -and-the improved
have ‘4 way “of pushing .aside the
‘old. Supertankers are beginning to
run the familiar T-2.off the seas
and ‘'into: the . .scrap:iyard. In fact,
when I say “supertanker,” I'm not
quite sure:.of just -what . size I
really have in:mind. ‘When first
used only 10 years.ago, ‘it meant
‘26,000 tons ‘to me. Now we are
thinking in terms. :of “twice that
size and beyond. Since transporta-
-tion is an important factor in the
price of our products, today’s large
tankers are far more.than colossal
examples of the ship builder’s art,
They are a definite asset..to our
economic system.

Independent Tankers
Few people- realize ‘how much
oil companies: depend on inde-

Continued.on page 40

New Issue

Hallgarten & Co.

" September 24, 1058.

Dated October 1, 1958
Interest payable April 1 and October 1 in New York City

Ladenburg, Thalmann & Co.

This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities.
The offer is made only by the Prospectus.

: $}7,500,000

Kingdom of Norway

Fifteen Year 5%% External Loan Bo_nds qf 1958
Due October 1, i973

Price 98% and accrued interest

Copies of the Prospectus are obtainable in any State from only 'suc@ of the undersigned and
such other dealers as may lawfully offer these securities in such State.

HarrimanRipley & Co. Kuhn,Loeb &Co. LazardFréres&Co. Smith,Barney &Co.

Incorporated

The First Boston Corporation Blyth & Co., Inc. Dominiqn Securities Corporation

Drexel & Co. Eastman Dillon, Union Securities & Co. Kiddexf, Peabody & Co.

Wood, Gundy & Co., Inc.

White, Weld & Co.

Estabrook & Co.

s
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~ Mutual Savings

And the

By SAUL B.

Banks -,
Capital Market»l

KLAMAN*

Economist, National Association of Mutual Savings Banks,
New York City

Former Federal Reserve specialist previews housing and mort-
gage cutlook and pressures likely to cause savings banks to
reappraise their future investment programs. Now an | econ-
omist for mutval savings banks, Mr. Klaman reviews the in-
dustry’s unique investment experience and voices misgiv?ngs
about the impact of Federally-underwritten mortgage with fixed
interest rates on housing and mortgage markets and the rest
of the capital market since investors complement changes in

mortgage flows by changes

Through 1958 and early 1959,

in other investment actions.
the author does not anticipate

a downturn in housing ‘and mortgage activity but notes that

new morigage commitments yields have firmed and other terms

have become more restrictive, Opines that better business con-

ditions accompanied by tighter credit will cut down mortgage-

housing activity and cause industry to reappraise corporate
securities and short-term governments.

The American economy fune-

tions essentially through a system

- of private competitive markets.
Our market places are, in effect,
a complex of
institutional
arrangements
through which
the nation’s
goods, serv-

ices and
financial
claims are ex-

rchanged.
While many
of these mar-
ketls can he
separately
identified for
one purpose
oranother,
each is closely
linked with other markets by in-
stltut'gons or individuals that oper-
ate simultaneously in several of
them. The separation of markets
for purposes of analysis, there-
fore, must generally be somewhat
arbitrary.

So it is in the casc of the sepa-
rgt}on of the market widely iden-
tified as “the capital market,”
from other types of financial mar-

. k'ets. - The capital market is dis-
Pngmshcd {from " the- so-called
‘mpncy market” mainly by trans-
actions in long-term as against
short-term marketable - financial
ipstrurpents. These sectors of the
financial market are linked not
only by the simultaneous opera-
tion of some financial institutions
in botl_l sectors, but also by the
pervasive influence of TFederal
Reserve and Treasury operations
on both long and short term yields
and on flows of funds,

Saul B. Klaman

Organization and Function of the
Capital Market

The capital market is itself a
broad market encompassing  at
lezlsp fqur leading . and clearly
distinguishable sectors—those for
n_xortgage loans, corporate securi-
ties, state and local government
secl.u'ltl_es, and' U. S. Treasury
pbpgatlons. Each of these sectors
is In competition for the available
supply of long-term funds, each
is influenced by the same broad
forces of credit availability and
mone‘gary and {fiscal policy, yet
eaqh is marked by distinctive in-
stltuj;ional characteristics and
operating techniques. A study of
these imarkets, in which I have
gmcl. the privilege to participate,
is in progress at the National
Bureau of Economic Research. I
commend each of the parts of this

study to your attention as they
become available,

Uniqueness of Mortgage Market

All but one of the main capital
market sectors functions essenti-
ally as a national market; all but

*An address by Mr. Klaman before
the New Hampshire Associati~n of Sav-
ings Banks, Sugar Hill, New Hampshire,
Sept. 20, 1958,

.of the mortgage

one functions under free, com-
petitive interest rates and- yields;
all but one functions relatively
free¢ of the influence of unpre-
dictable legislative and adminis-
trative decisions of the Federal
Government. The one exception
is, of course, the mortgage sectar.
This markct is a composite of
thousands of loca! markets, each

subject to unique local influences;

this market operates with a large
area of its activity subject to in-
flexible interest rates specified by
law or regulation; this market ‘is
cxposcd to Federal legislutive ac-
tions cach year which have an
influence often more important
than broad economic and finan-
cial developments.

The mortgage market is unique,
also, in that it is the only sector
of the capital market in which
sources of funds are coneentrated
in the four main types of inztitu-
tional investor — life ‘insurance
companies, commercial banks,
savings and loan associations, .and
mutual savings banks. In other
capital market sectors, individuals,
corporate investors, pension funds
and other groups play a signifi-
cant role. .

The  function of the capital
market is to compete for and al-
locate the available supply of
loanable furds among its varvicus
component sectors. In our free
enterprise economy this function
is performed most effectively
when all classes of lenders and
borrowers are free to compete on
equal terms. Because one large
class of mortgage borrowers has
been precluded from competing
equally for funds, the allocative
function of free market processes
has not been permitted to operate
effectively. Not until the econom-
ic realities are driven home to our
TFederal legislators, therefore, and
the federally undcrwritten sector
market freed
from is price rigidities, can the
capital ‘market - function -at its
maximum effectiveness. A market
half free and half controlled oper-
ates neither in the interest of the
individual nor of the economy as
a whole. ‘

Size and Structure

Just how big is this. capital
market we speak of and how has

its composition changed over the .

postwar years? At the end of
World War II. the total outstand-
ing long-term debt in the United
States, including debt owed by
corporations; mortgagors, state
and local governments, and the
Federal Government, amopunted to
more than $300 bkillion, In the
succeeding years through mid-
1958, this indebtedness has - ex=
panded by nearly  two-~thirds te
well over $500 billion. In addi-
tion, there has been a great ex-
pansion in the -market for equity
issues.

Total net flows of funds into
all capital market sectors, those
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dealing in equity as well as in
debt instruments, are estimated 1o
have appreacied $225 billion be-
tween the beginning of 1946 and
the middle of 1958, This is neatly

Jtwice the growth in outstanding

credit in the short-term finaneial
sector, including business loans,
consumer loans, and trade erecit.

The reeord clearly indicates
that over the post-World War TI
period as a whole, mortgages
have been the preferred invest-
ment outlet in the capital market.
Net flows into the mortgage seg-
tor, mainly from life insurance
companizs, commereial bank:s,
savings and lean asseciations and
mutual savings banks, have
amounted to ‘over $126 :billion,
half again as large as the net flow
into corporate securities, and more
than three times the net flow info
state and local goverament obli-
gations. Morecveér, notwithsfand-
ing important shifts in investiment
activity during tho postwar yeas,
antiual net mortgage flows have
exceeded those into each of the
other capital market sectors  in

every postwar year except 1957

and 1953.

The dominance of expansionary
forces in the mortgage market was
especially marked in the early
years after World War II. De-
mands for real estate and con-

struction -weré heavy following"

reduced . production -during “the
years of war and depression. In

addition, liquidity of financial in-.

stitutions having large holdings of
Treasury securities, relatively fa-
vorable mortgage yields, and gen-
erally expansive fiscal and mone-
tary policies, as well ‘as_steadily

liberalized mortgage and housing;
programs of the Federal Govern-.

ment, resulted in large and in-
creasing flows of funds into mort-.
gage markets, Demands of
corporations  and . of state
municipal governments for capital
financing were large but less
pressing during this period, and
markets for their securities were
not as attractive to institutional
investors as was the mortgage
market. 3

As a result, the net flow of
funds into mortgages from 1946
through 1950 was ncarly twice
that into corporate securities and
more than four times the flow into
state and municipat. obligations.
The liquidation of over $33 billion
of U. S. Government securitics
during this period of Federal
Reserve price support, provided
a ready source of funds to finan-
cial institutions for investment in
higher yiclding seturities.

Capital Market Changes After
Korea

The capital market environment
changed markedly in 1950-51 as
a result of two significant events
—the Korean outbreak jn mid-
1950 and the Federal Reserve-
Treasury “accord” in March 1951.
For a time mortgage markets were
placed under direct restraint
through Regulation X. Financial
institutions, moreover, na longer

.enjoyed the nearly unlimited
liquidity of the “pre-accord” days.

and could not meet all of the de-
mands for funds in the 'capital
market. The Federal Government,

finally, added pressure to the pri-.

vate demands in the capital mar-
ket by substantially increasing its
outstanding obligations to the
public after 1950. An end had been
brought to five years of  nearly
unlimited expansion, and the be-
ginning of alternating periods of

contraetion and expansion in capi-

tal markets. was underway.

The record is elear that during.
periods of credit ease; the flow of

funds into the mortgage  sector

incredses relative to other sectors,

and during periods of credit
stringency, the flow of funds into
the corporate and state and muni-
cipal securities sectors increases
relative to the mortgage sector.

During 1952-53, for example, when

yje}ds in financial markets were
rising, the average annual flow

Continued on page 45
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‘Continued Moderate Improvement to Precede
Strong Business Upsurge: Nadler

Hanover Bank’s economist avers basic causes of the recession

must first be corrected before we can return to capacity per-

formance. Dr. Nadler dcubts there will be a.housing boom or

rapid turnabout in capital outlay in the near future but does .

conclude that. the -recession has halted and - will . undergo
- yespite and censolidation before strong upsurge can be expected

There is no single force in the
private sector of the economy to-
day that can bring about a sharp
business upturn in the immediate
future, ac- .
cording to.Dr.
Marcus, - Nad-
ler, consulting
economist - to
The Hanover
Bank. -
In'a 32-page
illustrated
study .entitled
“Recession
and Recov-
ery,” pub-
lished Sept. 18
by -Hanover,
the economist -
saysthat . - Marcus Nadie
while the %
1957-1958 decline has: halted, im-
provement will:b¢ moderate and
gradual. ; G

‘The upturn “will reflect’the end
of - inventory  liquidation, “better
demand  for -non-durable goods
and’ services,” increased purchases
of goods and- services by govern-
ment—Federal and’local—and ex-

panded-public works,” he states. :

< On the-other side of:the ledger,

Dr. Nadler foresees a’ continuing

decline in" capital cxpenditures,
the unlikelihood of a ivajor hous-
ing boom, and no significant rise
in ' durable - goods: production .or
exports. e b L *

“For some time the cconomy
will ‘undergo a period 'of respite
and consolidation, accompanicd by
idle produetive capacity and
labor,” he says. By

When this period- "has run its
course, the dynamic forces in the
economy—particularly the rise in
population and living standards,
and the technologicdl advarices re-
sulting from research-=-will push
cconomic activity to levels ex-
ceeding those of the last boom, he
continues. o

Analyzing the causes of the re-
cession, Dr. Nadler distinguishes
between two sets of forces—basic
causes and temporary causes.

Among the basic causes—which.

cannot” be corrected immediately
—the ‘economist numbers the
slowdown in expansion of produc-
tive facilities; the end of the post-
war housing boom; the dip in
output and sales of autos; and the
continuing wage-price spiral.

Capital outlays will-continue to
decline in 1959; a-marked advance
in home construction is not likely
during - the next 18 months; and
auto output and sales will not rise
materially before the: 1960 models
appear on-the market, Dr. Nadler
says.: XL : :

The squeeze- on. profit ‘margins
and substantial unemployment
will temporarily check the wage-
price spiral, he adds.

Among. the temporary causes of
the recession—some of which have
already disappeared — Dr. Nadler
eounts inventory liguidation and
the Federal Reserve policy of
“tight money.” = - 5

In a.chapter on “Was the Reces-
sion Avoidable?”, the: economist
cites. the -Reserve authorities, the
Administration, industry and
labor for contributing to-the re-
cession’s severity.

The - Reserve authorities were
too slow in reversing the policy
of eredit ‘restraint’ in 1957 and
the Administration “failed to ex-
ercise proper fiscal control during
the boom,” Dr. Nadler says. Often
measures taken by the Adminis-
tration counteracted the policy of
credit restraint pursued by the
Reserve authorities he added. -

Industry contributed to the re-

cession by overexpansion of plant
and equipment beyond foreseeable
demand, Dr; Nadler says. !
“Expansion was -based on  the
assumption that the economy’s
postwar rate of growth would
continue indefinitely and without
interruption,” he points out. {
As for labor, the economist
termed the unions’ approach to
wage demands as ‘“‘unrealistic,”
asserting: !
“Union wage demands fre-
quently exceeded those warranted
by increased productivity .., Con~
sequently, the cost of doing busi«:
ness rose substantially, and
wherever possible these costs were
shifted to the ultimate consumey.”
As a ‘result, the wage-price
spiral caused many commodities
to “price themselves- out of the
market,” he says. - )
For the long-term, Dr. Nadler
predicts a continued expansion of
the U. S, economy:. : :
But, he warns, once  the econ-
omy - climbs - back: .to - capacity

_operations, the inflationary - pres=
sures will reassert themselves with
full- force. ; L L

*“Thus, the foundation. will:.be
laid for another recession. in: the-
future, perhaps of greater severity
than' in '1957-1958,” he. concludes.

13 Gooperalive Banks
To Sell Debentures

An issue of $97,500,000 of eight-
month consolidated collateral trust
debentures is being offered today
(Sept. 25) by the 13 Banks for
Cooperatives through their fiscal
agent, John T. Knox, with the as- -
sistance of a nationwide group of
security dealers. - Dated Oct. 7,
1958, and maturing June 1, 1959,
the debentures are offered at par
and bear interest at 312 % per an=
num. Interest is payable with the
prircipal at maturity. ‘

These  secured debentures are
the joint and several obligations
of the. 13 Banks for Cooperatives,
These Federally charted banks
operate under the supervision of
the Farm Cradit Administration.

Proceeds from the sale of this
issue will be used o redeem .the
$771% million of 2.35% debentures
maturing Oct. 7 and for lending
operations. "

During the year ended June 30,
1958, farmers’ marketing, pur-
chasing, and business service co=
operatives borrowed $530 million
from the Banks For Cooperatives,
These Federally chartered banks

‘operate under the supervision- of

the Farm Credit Administration,
an independent Government agen-<
cy. Although . the Government
shares in the ownmership -of the
capital stock in these banks with
cooperatives that  use them, thejr.
debentures are not guaranteed hy
the Government.

Rohert Leopold With -
L. A. Huey & Go.

(Special to Tue FINANCIAL CHRONICLE)
DENVER, Colo. — Robert Leo- .
pold has. become associated with
L. A. Huey Co., U. S. National
Bank Building. Mr. Leopold was
formerly Vice-President of H.
Carroll & Co. . :

Keenan & Clarey Add - -
(Special to THe FINANCIAL CHRONICLE)

MINNEAPOLIS, Minn—Henry

R. Winkler has beén added to the

- staff of Keenan & Clarey, Inc,

Pillsbury Building.
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" The Welfare State
Throughout the World

: By WILLIAM ROEPKE* =~~~
Institute for International Studies, Geneva, Switzerland

International economist ‘motes - universal “tendency - toward
‘Welfare. State’s continuous -and - limitless “extension, moving
~on-its own'momentum as.a powerful machine. Warns of ambi- -

tious and influential class of people ever eager to exploit its -
potentialities foward social demagogy. Depicts it as a main’
agent of inflation; as via “full employment” policies. ‘Empha-

sizes need  for - setting unpassable limits, | recognizing . guide- -

posts, and suggests a resistance alipidach_

- Very few among us, if anyone,
would be prepared to reject all
ideas-and institutions more or léss
closely associated with ‘the term
‘Welfare

; . It is e p
obvious.that-|
this attitude
contains a
particular
danger. For .
once we ac-
cept the prin=. | -
eiple’ of state |-
¢oercion (even
in the partic-
ularly- plaus-
ible" shape of
social . insur-
ance) for as-
sisting ind i- ;

vi duals in William .Roepke
coping ‘with the vicissitudes of

o s

ife, where is‘the limit? The par-.

allel. with. progressive taxation,
where, once the principle is ac-
cepted, there is no stopping any-
where; suggests itself in this con-
nection. What, indeed, we observe
everywhere -is .the strong and
seemingly irresistible tendency of
the Welfare State towards contin-
uous extension. Always new fields
of assistance are discovered; al-
ways new groups - of the 'popula-
tion are included in.the system,
and always larger -benefits are
granted. Recent “experiences in
Germany (index pensions. and a
disastrous extension of the health
services) and in Sweden (the
-demagogic -issue of the pension
for“everyone) offer particularly
glaring examples of this tendency.
i “The modern Welfare State is,
-indeed, a development moving on
its ‘'own momentum. _In its con-
cept, there is. nothing to set a
limit to it. At the same time and
for the same reasons, it is a one-
way street. To extend the Welfare
State is not only easy but one of
the ' surest ways for the social
"~ demagogue.  to win ‘voles and in-
. flience. . ‘But to. return on this
road-is next.to impossible even if
jt is a. case where no reasonable
person-can have ‘any doubts that
there are mistakes which have to
be corrected. It is all very well
now for Lord Beveridge to lament
over the evil consequences of the
British ~Welfare State, but he
should have thought about them
when he was doing his utmost to
ay -down , its foundations in. his
famous Beveridge Report and in
lending his authority to the policy
of inflationary “over-full employ-
ment”. It is hard to imagine, e.g.,
that, in Great Britain, the Na-
tiortal Health Service would have
been organizeéd in its present radi-
cal shape if people had known or
had taken the trouble to ascertain
before what the probable conse-
quences would be. But it is
equally difficult to see how this
adventure could be unmade or

even radically corrected today,-

and so people try to comfort
themselves how best they can by
persuading themselves that things
could be even much worse.

‘A Powerful Machine

Considering this fact that the
Welfare State is a most powerful
machineé which, first, has no
brakes, and, second, has no back-

NS

*A paper by Professor Roepke pre.
senled at the Annual Meeting of the
- Mont Pelerin Society, Princeton, New
Jersey, Sept. 8-13, 1958.

‘minimum of ;wisdom
".ghould insist. ;- ...

ward gear, there is one most ob-
vious conclusion which is the first:
to suggest itself. It is<this—that
every movement on this road has
to be considered with-that ex-
{reme- care- and . even reluctance -
with which we wouldconsider a.
move to lewer; the.minimum vot-
ing .age or any other:irrevocable
act in-public or private life: When
in, doubt, don’t—that. is the.very
4 on which we
This homely.philosophy is help-
tul, "however, -only .in : connection

- with some pringiples which tell

us when and where:fo sense dan-
ger, - We must find guide-posts
which indicate the. limit .which

“~must not be-passed—always pro-

vided we do not-prefer the courses
(to be sure, the safest though
neither satisfactory for most of
us nor being of the slightest prac-
tieal use today) of uncompromis-
ing denial ‘of any state  action .in
assisting . individuals to bear. the
financial "burden of the vicissi-
tudes of life.

The problem, then, -is this:
granted that state action of this
sort is hardly to be avoided. and
that state-sponsored - social serv-
ices of some kind or-another have
to be accepted, how to prevent
this concession from being used
as a justification for the modern
Welfare State which; as we are all
convinced,. is .the ruin of a.free
and prosperous society and of the
dignity of the self-responsible in-
dividual? ‘What we need are some
rules, principles, criteria and dis=
tinctions which' enable ‘us to re-
sist a  current which otherwise
will carry. us-away. That. is, in
my opinion, ‘the most important
and  useful task to be accom-
plished by all those who 'are
equally clear about the basic need
of state action in:this field and

:take a' more active

‘Il From Washington

- Ahead of the News

Unless I greatly misunderstand
the plans, those recently an-
nounced by several industries to

; part in politics

are’ barking

- .up the wrong

tree. I am
worried about
at least one of

“vthem, -Dan

Kimball’s.Dan
uséd to be
Secretary. of
the Navy. He
has a big plant
out in Cali-
fornia and he
has announced
he has set up,
or is’setting

up, a Repuo-~ Carlisle Bargeron

lican and a2 B
Democratie division within' it. He

is to have a Democratic and Re-
publican = chairman.. They ‘will
hold - rallies- of their ‘respective
alherents, all in the promotion of

clean fun and. more 'interest in-

-politics “on- the part. of the em-
ployecs.

The Gulf Oil Co. is another one
that has announced plans for more
political 'aetivity.. In-the case of
Danr Kimball’s set-up, no good
whatsoever will come out of: it.
Darr himself is a Democrat, al-’
thcugh ' he -says the Republican
side: will be equally represented.

‘The fact is that any enlarge-

ment of the voting population will,

hurt the:conservative side. It may
be that Gulf Oil just intends to
be -more “active . as a company

-without "any. particular effort to

get its own employees to get out
and: vote..

The ‘work of makihg them pd-'

litically, conscious is already being
ably, carried on by the CIO, day
in and day out. - Any movement
by the Republicans to stir them

up—+to stir up the element of the
lower end of the economic pole—
will simply add to their grief.
‘I'have always been interested
in ‘national organizations to get

By CARLISLE BARGERON

out the vote regardless of which
way that vote went. Just exercise
your God-given franchise. Weil,
whenever there is an outpouring
of- people at the lower level the

_demagogue. usually wins..

Somehow, there is. something

“distasteful about the term Repub-

lican. . It seems to suggest snob-

‘bery -and’ the Republicans have

fully lived up to this description
in the past six years.  Washington
has not been as friendly as it was
in the days of Roosevelt and
Truman. ' Everybody- was Frank
and John, the telephone operators

~at' the White House were included

in the social activities.. Of course,
we had a world war and a Korean
war and ran up an appalling na-
tional debt  along - with - those
amenities. But I can do without
the . familiarity. or the pleasure
which it brought. .

. To the South is the State of
Virginia where voting by the hoi
poloi i3 discouraged. For 50 years
that state has been run by the
gentry, so-called. It is the source
of constant attack by the so-called
Jiberals. The Byrd machine—the
igganization led by Senator Harry

« Byrd—is a perpetual irritant to
them. Yet it is one of the best
state governments in the country.

It is debt free and occasionally
turns ‘back money to the tax-
payers, It has an excellent, system
of roads and some of the finest
educational institutions in the
country.

Of course, I seem to be arguing
for -a limited. democracy, 1 am
not- arguing for anything. But
there is no doubt in my mind that
if only responsible’ ¢itizens voted
we -would be much’ better off, 1
wouldn’t deny any qualified citi=
zen. the right to vote, neither
would I go around beating ' the
brush to bring out the less re-
sponsible ones. It was Roosevelt
who extended mass voting. He
dug them up from - under the
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rocks. We have only to see where
the last 25 years have led us.

It used to be the practice, and
still is, to some extent, of the

‘politicians on election day to herd

a bunch of Negroes together, giv-

*ing them -a dollar or so and runm -

them through the ballot beooths.
Now those Negroes have become
politically . conscious and their .
votes are not as freely for sale.

Women’s suffrage was passed 38
years ago. This was a tremendous

increase of the electorate and it

was.going to purify politics. Have
you:seen any purification? Go ta
any ‘national convention and you
will” see ‘the women' carousing up
and down the hotel corridors at:
the wee small hours “of the
morning just like the men. .The
women of Switzerland expect to
be able to vote soon. I hope they
do. . They won’t hurt anything.

They won’t improve things either.

In the meantime, when you. talk
about getting out the vote in this
country, make sure you know

‘'wha you are: getting out. Hitler

used to get out the vote, 85% of
them, -

1 ] “
Westheimer & Co. -
- | ]
Opens in Chicago

CHICAGO, Ill.—Westheimer &-.
Co.,. members of the New York
Stock Exchange, have taken over
the Chicago offices and personnel
of " Henry 4
Montor Asso-
ciates, Sey-
mourFish-
man, formerly
Vice-Presi-
dent and resi~
dent manager
for Henry
Montor Asso-. .
ciates, will be
manager of
the new West-
heimer office,
which is lo= %
cated -at 134
South La Salle
Street.

The home office of Westheimer
& Co., organized in 1916, in Cin-
cinnati. Other offices are main-
tained. in Athens, Dayton, Hamil-
ton, Hillsboro and Marion, Ohio;
in Charleston and Whecling, West
Virginia, and Greensburg, Ind.

: Sey |vr Fi;hn;an

about the disastrous consequerices = .

of its excess. : ey ]
The. first. point to be mentioned”

cconcerns a simple ‘matter. of " tac~

tics- and emphasis.. Whether: the' -

masses themselves. will be always
and everywhere: in favor iof ' a
budding Welfare State is' by no
means clear, and, considering the
experiences in.some countries
(e.g. in Beélgium), it would seem
wiser not to be dogmatic about.it.
There is no. doubt,. hewever, that
there is a large, ambitious  and
highly influential class of people-
who are deeply.interested in the:
Welfare State and its extension,
and who are eager to exploit the
possibilities . of social" deniagogy
to the utmost: left-wing intellec-

tual leaders ‘of public opinion; "

functionaries. of the huge social .
bureaucracy, both - private. and
publie; politicians sailing with the
wind of mass emotions and mass
opinions, and all those who have
an ideological vested interest in
everything which seems progres-
sive, i

We can, unfortunately, be sure
that the combined pressure of this
class is so strong in modern mass
democracy that an excess of Wel-
farism is infinitely more likely all
the time than the opposite, That
is the direction in- which the
waters are running’ anyway.- That
is the line of least political and
social resistance which modern
nations will tend to follow what-
ever we do. ’

In this age of Egalitarianism, of

+ Continued on page 44
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Nearly a million passengers moved through
Puerto Rico’s International Airport in the year
ended June 30, 1958 —over three times the 1950
figure! Over 40 million pounds of air freight
were also handled last year. This ultra-modern
airport; operated by the Puerto Rico Ports
Authority, reflects the Commonwealth’s swift
evolution as a great trading center between

" North and South America, and a tropical resort

of rare beauty.

finest. Its long

income yields.

sped progress on the ground

Twenty minutes from downtown San Juan,
International Airport is one of the world’s

“trade-wind runway’ accom-

modates the . fastest commercial planes. A
dozen American and foreign airlines already
serve Puerto Rico. ‘

Puerto Rico’s bonds are exempt from Federal
and State income taxes. They are attracting a
growing number of investors who seek a
degree of security combined with reasonable

high

GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO
FISCAL AGENT FOR THE PUERTO RICO PORTS AUTHORITY

P. O. Box 4591, San Juan, Puerto Rico

37 Wall Street, New York 5, N. Y.
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THE MARKET

... AND YOU

By WALLACE STREETE

Heavy overhead resistance
showed up in the stock mar-
ket this week as industrials
toyed with their all-time
peak, posted last week, but
couldn’t mount a convincing
drive to a clearcut penetra-
tion.

] £ ®

Although the record peak is
somewhat new, there already
have been a couple of -at-
tempts to joust with it, both
missing by small = margins.
Offerings of key shares picked
up enough on each’ approach
to the high to stall the list al-
though a few individual stars,
notably American Telephone,
did sterling work to help the
average along. '

% N %

In the process Telephone’s
price tag soared above 193
which was a peak, since it
crossed 200 in 1946 after hav-
ing worked: above 196 - the
year before. Except for a
reading of 310 in the 1929
frenzy, these represent histor-
ically high levels for this
issue.

A Stock Split?

The same- old stories of a
stock split that have cropped
up numerous times in the
third of a century that the
company has ‘maintained- its
famous $9 annual dividend
were largely responsible, plus
a new—and also unofficial—
belief that the company might
be readying a stock dividend
operation to provide, in effect,
a dividend increase-while still
maintaining the nominal $9
rate. The rumors weren’t sole-
ly responsible since the issue
was active -enough to indicate
that some important- buying
was going .on presumably by
well-heeled-investors such as
trusts and funds. '

& % %®

Rails were able to outper-
form the industrials when the
senior- average was nudging
its peak and meeting the
heavy supply of .stock, but
they still have a long way to
go for any historic levels. The
carrier average was more than
a dozen points higher Jlast
year, and some three dozen
points better in 1956 when it
still lagged by around eight

points from reaching the 1929

peak.

Neglected Groups

Aircrafts were a neglected
group. for the most, United

- Aircraft helping hobble the
industrial average. Oils were
ragged more times than not.
Steels were generally buoyant
but had - quieted down con-

siderably from their perform-.

ance a couple of weeks back

when they definitely were
leaders on market -upturns.
The ' case with the chemicals-

play in selected items in the
section being well blunted.
%

% %

Aluminum issues were able
to share the spotlight with
other fast-moving items,
helped along by tales of wider
use of the light metal in fu-
ture auto production, some of
the vague reports of economy
models to compete with the
foreign imports featuring
widespread use of the metal.

Olin’s Problems and Prospects

Something of an aluminum
issue, or casualty, is Olin
Mathieson in the chemicals.
One of the major capital ex-
penditures by Olin was to
carve out a niche in the
aluminum business. This ex-
pansion, which bumped into
the recession and overproduc-
tion for aluminum generally,
was. held largely responsible
for the drop in Olin’s earnings
that in turn necessitated a
halving of its dividend. But
where Olin was dimly re-
garded in advance of its de-
teriorating earnings prospects,
investment opinion seemed to
be switching in favor of the
issue since most of the bad
news is already out or will be
shortly. :

%

W

None of the fanciers cur-
rently eyeing Olin is antici-
pating any dramatic turn-
about in the company’s affairs
since the results this year will
be heavily penalized by write
offs of heavy start-up expan-
sion expenses with a $10 mil-
lion charge from this source
to be made against third-
quarter results. But the busi-
ness pickup will certainly
benefit its non-aluminum
activities and its participation
in the drug business through
the Squibb division is a highly
profitable one. The metal ac-
tivity isn’t expected to con-
tribute anything to. profits
even next year but, on the
other hand, isn’t expected to
‘be the drag on the company
that is true of this year and
could start to contribute to
_profits in 1960. In any event,
as the Street parlance puts it,
the issue is well depressed so
the downside risk is small.

The Case for Burroughs
What demand there has
heen for the office machine
shares has pretty much been
concentrated in International
Business Machines and Ad-
dressograph, both of which,
until the latter’s brand new
stock split, were in the high-
priced s e ction. Burroughs
among the low-priced items in
the group was more highly re-
garded than the others but
somewhat restrained price-
wise since results for this year
are not expected to come up
to last year’s.

&
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Yet Burroughs seems to be
making strides and offers a
yield that, at recent levels, ap-
oroached 234%, which is a
-elatively high return when
natched against the higher-
priced items in its section. The
company has been booking
computer business at a record
level in recent months, has
been expanding its work for
the military services and add-
ing importantly to its product
line. In addition, its interna-
tional activities have been ex-
panding to the point where
more than half of net income
last year was contributed by
its foreign operations. Price
increases on some of its larger
products will also help out in
giving the company a far
better earnings outlook for
next year,

Cement Issues Awakening

The long neglected cement
shares have started to show
some stirring after rather
pointedly ignoring the fact
that construction activity was
one of the bright spots in the
economic picture even when
the recession looked the
worst. Weighing on them was
the fact that business expan-
sion plans were being cur-
tailed drastically with that
much less demand for cement
in industrial construction. Yet
some estimates are that public
construction was at a level
where it accounted for more
than half of production, and
this activity was increasing
with the important help of
highway projects.

In specific issues, Marquette
Cement has been doing the
better work in the market,
nudging to new all-time highs.
Marquette has been upping
its dividend steadily for half
a dozen years which is also a
pattern followed by General
Portland Cement. The latter
also showed occasionally on
the new highs lists but with-
out much fanfare. Moreover,
with the major postwar ex-
pansions behind them and in-
creasing earnings in prospect,
there is no reason why the
small but steady increases
cannot continue.

The question in the case of
the two is the accounting
method finally agreed on by
the tax authorities. Penn-
Dixie Cement won an inter-
mediate victory to compute
depletion on the basis of the
higher price of manufactured
cement rather than on the
value of the raw materials. On
the basis of this decision other
companies filed for tax re-
funds and if they are allowed
to use the same method it
could add $1 per share to the
net income of Marquette and
General.. And the tax refund,
if ‘allowed, would mean' well
over $11 million to Marquette,
or some $4.50 a share to
bolster its finances.

[The views expressed in this
article do mot mecessarily at any
time. coincide w:.th those of the

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

Far Reaching Changes in
Housing and Education

By WILLIAM E. STIRTON*

Vice-President, The University of Michigan
Ann Arbor, Mich.

Michigan University official envisions far reaching changes in
housing, education and the labor force, and: sees further eco-
nomic expansion generating, in furn, a new cycle of demand
for increased extension of education—with all its concomitant
developments similar to what widespread secondary education
brought about not too leng ago. Mr. Stirton anticipates work-
ing class families will be the first to enjoy increased leisure as
the economy advances and to seek more education, culture,
and homes reflecting the change. He sharply denies increased
leisure constitutes a threat to our survival, and points out that
industrial and technological changes will pressure people into
higher education and training for economic survival. Sees .
professional classes rapidly expanding and unskilled disappear-

ing, and economic expansion

generating more people with

superior skills and ability to produce at a greater rate.

In this same half century or so,
we find significant changes in the
composition of our labor market.
At the turn of the century, when
our total la-
bor force was
about 30 mil-
lion, eight
million of the
chronologic-
ally eligible
young people
were in the
labor force
instead of in
school. They
constituted
more than
one-fourth of
the existing
labor force.
However, by
1950 when the totol labor force
was 60 million, less than six mil-
lion youth were actually in that
labor force. In other words, in
the half century or so, the school-
age youth declines from over one-
{fourth of an existing labor force
of 30 million to less than one-
tenth of a labor force of 60 mil-
lion. In this same half century,
there have been iwo significant
developments in that labor mar-
ket. First, there has been a steady
growth in produciivity per capita,
and sccondly, there has been a
steady expansion of the economy
in terms of capital investment.

As we talk about the labor
market, let us look at the nature
of the work effort that has. been
expended in that market over
this same half century again, to
which I have referred. The in-
duction age for industrial em-
ployment has been rising. Re-
member previous conditions of
employment and those that now
obtain. Increasingly, it is true
ihat no significant industrial em-
ployment is available for any
young person under 18 years of
age. There is every reason, as we
know from practical experience,
to expect that this induction age
will rise as time goes on. Sim-
ilarly, the retirement age from
industry is going down.

At the turn of the century,
there was hardly any established,
recognized, accepted or enforced
retirement age. {rom industry.
Now retirement ages are set by
convention and by contract. Over
the decade it shall continue to de-
crease. Therefore, on a horizontal
time axis, we have the phenomena
of the two limits approaching
each other. The induction age in-
to industry is going up, and the
relirement age from industry is
similarly and concurrently going
down. In addition, the work-day
is shrinking. This phenomena
over the past half century is_par-
ticularly well known to all of us.
There is every indication that the
work-day will shrink as years go

Winiam E. Stirton

*From a talk by Mr. Stirton before
the - Home Builders” Association, Mack-
inac Island,

“and an estimated 97%

on, and that the work-week is a .
similarly shrinking factor. ;
Seventy hours was the standard
work-week of President Grant’s .
day. Even now the 40-hour week
is slipping into history. A Labor-
Department survey of six million
workers indicates that 45% of
office workers put in fewer than
40 hours per week. Rumors have
had the UAW-CIO asking for a -
32-hour and perhaps a four-day °
week at the next negotiations. -
The United Steelworkers report-

-edly will ask for -a six-hour day
“{wo years from now. The Inter-
‘national Association of Machinists
wvotled unanimously a year ago to

press for a 30-hour schedule,
of the
1. L. G. W. U. toil cenly 35 hours a
week now. Fewer than 40 hours is
likewise the rule for most workers
in brewing, baking, rubber and

publishing.

Shrinking Labor Force

Therefore, the boundary lines
of the time rectangle within which
we can contribute to society, is a
rectangle of shrinking dimensions,
of shrinking perimeter and of
shrinking area. The induction age
going up, the retirement age go-
ing down, the work-day shorten-
ing, the work-week shortening,
define the boundaries of the
shrinking rectangle for us within
which we must make our con-
tribution to society. This means
that within the smaller area we
must contribute more intensely.
Therefore, we must know how to
confrib:t¢ more intensely, and
this req.ires education. This, in-
cidently, will be true of the work-
ers in the industry of the home
builders. But I am particularly
concerned at this time that you
note not only the general char-
acteristics of the worker of the
future, but know the increase of
external areas which have been
produced by this shrinking rec-
tangle concept. ;

I am particularly conscious of
the fact that the retirement age
from industry the shrinking.
work-day, the shrinking work-
week, all have worked together
to produce a great area outside
the rectangle where men and
women have far-more free time.
In addition, the combined forces
of medicine, of pharmacy, of
nursing and public health, have
worked together to increasingly

insure longer and healthier life | ‘

for everyone. I should like to re-
fer back to this area outside the
reclangle very shortly. This is a -
time areathat is of tremendous
importance to home builders.

Education Aids Productivity -

For the moment, however, let-
us take the shrinking rectangle
concept back to the secondary
school enrollment picture. We
have agreed that over the past
half century, the secondary school

_enrollment has increased from

‘Continued on page 41

was similar, the big recent
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 The Law of Supply and Demand
And the Soviet Economic Challenge

By ROGER W. BABSON

Well known financial writer finds it a pity that the law of
supply and demand is not honestly and frankly explained by

Notes

=

NEW ORLEANS SECURITY TRADERS ASSOCIATION

The New Orleans Secu-
rity Traders Association
has elected the following
officers for 1958-1959:

President: Robert P.
Howard, Howard, Weil,
Lzbouisse, Friedrichs & Co.

Vice-President:

T. Jeff

Feibleman, T. J. Feibleman

& Co.

Secretary-Treasurer:

Robert P. Howard

Donald M. Willem, E. F.
Hutton & Company.

Thos. J. Feibleman

INVESTMENT TRADERS ASSOCIATION OF PIILADELPHIA

James B. McFarland of Stroud & Company, Inc, was elected
President of The Investment Traders Association of Philadel-
phia at the Annual Meeting on Wednesday night, Sept. 17, at the
Warwick Hotel. Rubin Hardy of The First Boston Corp. and

James B. McFarland

Joun Luwdiu mauod

Rubin Hardy

W l'ard F. Rice

B N

Willard F. Rice of Eastman Dillon, Union_ Securities were elected
First and Second Vice-Presidents respectively.

John E. Knob of Drexel & Company was named Secretary.
Jack Christian of Janney, Dulles & Battles, Inc. became

Treasurer,

The following were elected Directors: James J. McAtee,
Butcher & Sherrerd; Samuel M. Kennedy, Yarnall, Biddle & Co.;
Herbert E. Beattie, Jr., H. A. Riecke & Co., Inc.; John M. Hudson,
Thayer, Baker & Co.; Stanley W. Jeffries, Newburger & Co.; Wil-
liam R. Radetzky, New. York Hanseatic Corporation; Harry F.
Green, Jr., Merrill Lynch, Pierce, Fenner & Smith, 5

William Z. Suplee of Suplee, Yeatman, Mosley Co., Inc. was

_elected Trustee of The Gratuity Fund,

“Two With Lee Higginson

CHICAGO, IIl.—William J. A.
Dreyer and Robert J. Eft are now
connected. with Lee Higginson
Corporation, 231 South La Salle
Street. Mr. Eft was formerly with
the American National Bank &
Trust Co.

Now With Draper Sears

(Special to THE FINANCIAL CTHRONICLE)

BOSTON, Mass. — Thomas J.
McAuliffe has joined the staff of
Draper, Sears & Co., 50 Congress
Street, members of the New York
and Boston Stock Exchanges. Mr.
McAuliffe was previously with
Goodbody & Co.

Charles H. Gilman Adds
(Special to THE FINANCIAL CHRONICLE)
PORTLAND, Me. — Charles H.
Woolley has been ,added to the
staff of Charles H. Gilman and
Company, 186 NMiddle Street.

itized for FRASER
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Joins H. M. Payson
N (Special to THE FINANCIAL CHRONICLE)
PORTLAND, Me. — John K.
Pierce is with H. M. Payson & Co.,
93 Exchange Street, members ol
the Boston Stock Exchange.

Joins Thomson McKinnon
(Special to THE FINANCIAL CHRONICLE)
.CHICAGO, Il1.—Michael Burn-
stine has become affiliated with
Thomson & McKinnon, 231 South
La Salle Street. e

Hirsch Adds to Staff

(Special to THE FINANCIAL CHRONICLE)
PALM BEACH, Fla—Dorothy
C. Dusky has been added to the
staff of Hirsch & Co., 288 South
County Road. .o

With Merrill Lynch

(Special to THE FINANCIAL CHRONICLE)

ST. PETERSBURG, Fla.—Jos-
eph K. Ambrose is now with Mer-
rill Lynch, Pierce, Fenner &
Smith, 568 Central Avenue.

our political leaders. After explaining the principle involved,

and the ups and downs of the business cycle, and what indi-

viduals, businessmen and farmers should do to obtain full

value from these fluctuations, Mr, Babson then turns to

U. S. 5. R. economic challenge and recommends we temporarily

ignore the law of supply and demand as a defensive measure
to meet Russian export competition.

Government decisions, includ-
ing those determining Federal and
local taxes, will now affect our
businesses and personal lives more
than ever be-
fore. To pros-
per in busi-
ness, we must
know ‘'what
our govern= -
ment is doing
on all affairs.
We must also
heed the Law
of Supply and
Demand, Our
politicians re=-
fuse to tell
the voters the
truth about
this law.

Goods are
plentiful today, for the most part.
Now that the shortages of war and
its aftermath are gone, few peo-
ple stop te think much about com-
modities and the Law of Supply

Roger W. Babson

-and Demand. Many who invest

sizable sums in securities—some-
times nearly all their life’s savings
—will buy stocks in companies
about which they know little,

When I buy stocks, I like to
know something about the goods
or services which the company
makes or sells; to find out what
raw materials it uses, and how
plentiful or scarce, these are,
Knowledge of such conditions,
upon which your investments de-
pend, will help you when buying
or selling a business, when seek-
ing new employment, and espe-
cially when making investment
decisions.

Depressions Are Natural

The Law of Supply and Demand
shows that there is nothing un-
natural about depressions. Those
who prepare for both depressions
and booms by keeping out of debt
and working harder and better
will have little to fear. The pres-

-ent recession should be a healthy

development. It permits us to di-
gest the excesses of the last boom.

During a recession period mer-
chants should increase their ad-
vertising. At the same time, they
should " attend . more strictly to
business by reducing inventories
and liquidating debt. Manufac-
turers should recognize that reces-
sions call for a thorough reorgani-
zation of their employment and
manufacturing to bring them into
closer harmony with prevailing
supply-demand conditions. Agri-
culture should keep in mind that
freezes and drought also are natu=
ral and should prepare for them.
There is no sense in thinking that
the economy will ever remain sta-
tionary for very long.

Watch Developments Abroad

Recent  cuts in the price of
aluminum were originated by
Canadian producers to offset in-
creasing competition from Russia.
Reliable reports indicate that we
may expect further changes in
domestic supply-demand ratios in
key commodities due to Russia’s
rapid industrial progress. If this
increase persists, Russia will
eventually be supplying large
quantities of coal and oil to all
Europe. Naturally, this could lead
to weaker price trends in the U. S.
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and—for oil—in the Middle-East. -
We, therefore, may be forced.now

to temporarily ignore the Law of

Supply and Demand, as a defen-

sive move, and charge certain un-

economic legislation to defense,

along with our cost of missiles and

other shooting devices.

Russia -does not now :possess
anything like our standard of liv-
ing. But she does possess vast re-
sources, excellent scientists, and a
dedicated, disciplined determina-
tion to make best use of these re-
sources and talents to advance her
political aims. As she pursues her
foreign trade program, changes in
individual supply-demand.. rela-
tionships will occur. Some of these
will have far-reaching effects
upon . our entire economy and
upon specific American businesses.
Think' what has . recently hap-
pened to copper, lead, zine, wool,
and certain other products. -

Money and Labor Markets

Few people fully understand our
money system or the precise sig-
nificance of labor in our economy.
Banks make their money only by
lending cash., Wage - earners se-
cure their employment according
as their services can.be -used ad-~
vantageously by business. The ups
and downs of these money and
labor markets should be governed
by this Law of Supply and
Demand.

Depressions are usually merely
periods when demand, in the ag-
gregate, has fallen off. At such
times bargains are available and
the bases ©f new fortunes are
made. Truly the Law of Supply
and Demand is as fundamental as
gravitation. What a pity it is not
honestly and frankly explained by
our political leaders.

R. S. Dickson Adds

(8pecial to THE FINANCIAL CHRONICLE)
ATLANTA, Ga~—Sovern J. Lar-
kins is now with R. S. Dickson &
Co., Inc., Grant Building. He was
formerly with Mid-South Secu-
rities Co.

With Woolrych & Currier
(Special to THE FINANCIAL CHRONICLE)
SAN DIEGO, Calif.— John D,
MacLachlan, Jr, has become con-
nected with Woolrych & Currier,
233 A Street. He was formerly
with J. A. Overton & Co.

NATIONAL
TRADERS

SYMBOL OF INTEGRITY
In the OVER-THE-COUNTER-MARKET‘

SECURITY
ASSOCIATION,

DICTUM MEUM PACTUM

THE OFFICIAL N.S.T.A..- CONVENTION NUMBER AND
YEAR-BOOK WILL BE PUBLISHED BY THE “CHRONICLE”
ON OCTOBER 23rd. PLEASE RUSH YOUR ADVERTISING
SPACE RESERVATION F/‘OR A PREFERRED POSITION.
CLOSING DATE FOR COPY IS OCTOBER 1st.
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Continued from first page

of West Canada oil exports to the U. S. And,
finally, there was the psychological dead center,
which curtailed optimism and pretty much re-
moved the zeal and zest from the security markets.

Initial Evidence of Upturn

Now it’s hard to say just at what point the
Canadian turnabout took place—the explosion on
July first that opened up the 35-mile lake for the
second largest (ultimately) hydroelectric develop-
ment in North America as part of the St. Law-
rence Seaway project; the visit of President
Eisenhower at the home of Prime Minister Die-
fenbaker, the turnabout in world copper prices,
or the bold deployment of British and American
troops in the Middle East.

If we can’t decide on a specific cause, we can,
quite accurately, pin-point the time of what we
shall call a return to the upsurge in Canada. We
would set it during the first week of July, when
14,800,000 shares (an all-time high) traded on
the Toronto Exchange in a single day, and, in par-
ticular, when an exciting newcomer in copper,
New Hosco, zoomed spectacularly from 17 cents
to past $7 a share, within two weeks. This mar-
ket exuberance simply could not have existed
even two or three months earlier. It documents,
we feel, a sharp turnabout in the Canadian econ-
omy and points toward grand new long-term
altitudes in economic attainments.

Resumption of Postwar Progress

This resurgent trend, which we now perceive,
is actually a resumption of postwar progress after
a really quite brief period of adjustment and °
assimilation. At the war’s end in particular, two
major corrections were necessary to advance
Canada’s position toward major industrial status
—dependence on imported crude oil and imported
iron ore had to be eliminated.

The story of the oil buildup is now well known
—major strikes of oil and gas in Alberta, Sas-
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RESURGENT CANADA

katchewan and British Columbia, and the con-
struction of a vast network of pipelines to flow
these vital fuels toward centers of population and
industry. Today, Canada supplies around 48% of
her oil requirements and is moving steadily to-
wards ultimate self sufficiency in this sector.

Fabulous Ore Supply

Despite all the advances scored by other metals,
iron is still the most basic raw metal of our in-
dustrial civilization. To develop and sustain iron
and steel production, two essential ingredients
must be at hand, or accessible — iron ore and
coking coal. Canada has both. In ore supply, the
Canadian potential, particularly by virtue of ex-
ploration and development of the last five years,
is now enormous. The Wabana deposits in New-
foundland have been estimated above three bil-
lion tons, the known reserves of Iron Ore Com-
pany of Canada, above 600 million tons; and Steep
Rock has geologic formations indicating an ore
kody 2,000 feet in depth with reserves which
have been projected at the remarkable rate of
300,000 tons per foot.

Thus, from areas now well explored and de-

veloped, we see a fabulous ore supply without

- any reference to the enormous possibilities for

production from lower grade ore bodies in a zone

running southeast from Ungava Bay to Wabash .

Lake. Add to this vast store the advantage of all
water transport created by the St. Lawrence Sea-
way (for deliveries into the U.S.) which may
reduce existing rail and water rates from Seven
Islands by $2 or more a ton.

With high grade ores of the Lake Superior dis-
trict in the United States running out, the vast
ore stores of Canada augur well both for the
future of the domestic steel industry and for ex-
port. By 1980 Canada should be able comfortably
to supply 13 million tons a year for home needs,
50 million for U. S. consumption, and 15 million
for Europe.

In oil, Canada is pushing steadily ahead and, to
repeat, now supplies from its domestic crude pro-

duction about 48% of its needs; and this. per~
centage is, of course, moving up each year.

Vast Panorama of Metals
_In the vast panorama of metals produced in the
Canadian Shield—lead, zinc and copper have had
tough going. Recently, however, the situation has
brightened due to some rise in the world copper
price and the exciting new strikes in the Mat-
tagami area already referred to.

International Nickel, which supplies 80% of
that metal used in the United States, should earn
its dividend in 1958 and show an advancing earn-
ings trend, particularly in the later months.

Of course, in uranium’ Canada has turned in
a magnificent performance and its increasing de-
liveries of fissionable materials have represented
not only a vital bulwark of defemse for the free
world, but have done much to keep up the total
of Canadian exports during 1958.

Gold has looked stronger in 1958 than for many
years. New strikes at Red Lake were perhaps the
most significant from a geological viewpoint; and
the “general strength in the gold share market,
extending over many months, would indicate

some basis for hopes for a higher gold price some
of these days. o

Huge Increase in Construction Awards

Perhaps the brightest single statistic in the Ca-
nadian economy is found in the construction in-
dustry. Here the dollar value of contract awards
for the half of 1958 was $1,683,261,700, 4%
higher than the best year on record, 1956, an_d.é
fat 20% over 1957. A decline in industrial and
engineering construction has been more than off-
set by business and residential construction spon-
sored, in a number of instances, by the govern-
ment or the individual provinces.

A second major industrial index further
brightens the 1958 Canadian picture. Exports

CANAIIA C
GENERAL FUND

LIMITED
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Prospectus may be obtained from
authorized investment dealérs or
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moved up 2.2 for the first six months to $2,338.-
300,000 with larger sales of uranium, wheat and
cattle offsetting losses in petroleum, aluminum,
base metals and newsprint.

Government’s Refinancing Program
Fiscally, Canada has moved quite perceptibly
into a program involving unbalanced budgets,
with interest rates on the rise. This fact is best
documented by the offer, in July, to refinance
‘the Victory bond section of the national debt
($6,250,000,000. in principal amount) by conver-
sion into -25-year 4129 coupon bonds. This
created a yield on long-term governments more
than 29 higher than obtainable on such securi-
ties in recent years. }
. In finance, the life insurance companies con-
tinue to give an excellent account of themselves,
* Wwith Canadian life insurance in force now at an
all-time high, and a considerable market rise in
life insurance shares in the past year prompted
by the decisions and plans of a number of com-
-panies to mutualize by buying in their own capital
shares. A
Excellent Bank Earnings
There was a modest decline in consumer and
~instalment financing iotals for the first half of
this year. The commercial banks, however, which
- honeycomb Canada with hundreds and hundreds
of branch offices, continue to report excellent
earnings. Their shares have attained a steadily
broader distribution among Canadian  investors
due to split-ups which have brought them. into
more attractive price ranges, and to the ‘exceed-
ing dependable cash dividends, and increases
therein, in recent years. S
Transportation in Canada this year has, of
course, been marked by the great progress. toward
completion of the St. Lawrence Waterway, the
building of the huge eastbound gas pipeline, com-
pletion of hundreds of miles of new highway,
and the maiden voyage of the “Empress of Eng-
Jland,” the Canadian Pacific’s definition of
“sybaritic luxury asea.

Clearer Road Ahead

So we conclude that while the recession was
braking the economy in Canada for many months,
there is now a clearer yoad ahead. Canadian pop-
ulation, now 17 million, is rising 3% a year, its
Gross National Product is in the order of $311%
billion against only $6.8 billion in 1940. The in-
flationary trend throughout the world, and the
rising long-term demands for uranium, aluminum,
timber, newsprint, asbestos, . copper and petro-

leum, which Canada produces in such profusion,

all tend to stifle a bearish viewpoint about the
future of Canada. :

‘ More important, however, than trends revealed
iby statistical method is the psychological resur-
‘gence evident in the Canadian business com-
/munity and the renewed optimism you sense in
‘eonversation with Canadian businessmen, bank-
‘ers, brokers-and engineers. So we look confidently
iforward to new achievement in Canadian ma-
‘térial welfare, stemming from a buoyancy of
ébirit, huge natural resources, a sound currency,
broad sccurity markets and active Stock Ex-
changes, and a banking system of magnificent
solvency, breadth, flexibility and profitability.

i Long-Term Cash Dividend Payers

*We expect Canada to continue to be, by far,
‘the most desirable terrain for U. S. investment
abroad; and we salute the new direction of cor-
_porate financing permitting broadened Canadian
.ownership in shares of Canadian affiliates of
_U.'S. corporations. Finally, e urge upon inves-
':'tbrs, everywhere, to examine the list which fol-
lows of Canadian companies, distinguished by the
fact that, for variously from 5 to 130 years, they
" have distributed, uninterruptedly, cash dividends
. to their shareholders.
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TABLE l Cash Divs.

Including
////////////////////////////////////////////////////////////////////////////////////////////// "No. Con- Extras lgor Quota- Based on

: secutive 12 Mos, to  tion Paymts, to
LI TED Years Cash June 30, June 30, June 30,
. gt 19
opment Co., Ltd. “Ord.”__ 14 X 6.0
Newsprint and allied products;

Divs. Paid 1958 58 ¢ 1958
Common Stocks .=~ =" "

—Canadian § §—
Investment co.—manufacturing &
On Which

050 13 3.8
merchandising interests :
- Asbestos Corp., T.td ] 5 6.1
- CONSECUTIVE CASH
: DIVIDENDS

Mining & milling of ashestos fibre
Have Been Paid From

Ashdown Hardware Co., Ltd.,
- 'J.H., “B” it
. H,
//I////////I/”///”////ﬂ/////ﬂ///////”///”/ﬂ””ﬂ/////”////ﬂﬂ///ﬂ?////////I///

Large wholesale and retail .
business in general hardware
Aunor Gold Mines Ltd. 6.4
Ontario golg producer
Auto Electric Service Co. Ltd. ‘12
Bervice distributors of automotive
Cash Divs; Approx,
. Including % Yield
No. Con- Extras for Quota- Based on
secutive 12 Mos. to ~ tion Paymts, to
Years Cash June 30, June 30, June 30,
Divs, Paid - 1958 1958¢ 1958

electrical ¢arburetors & auxiliary
st —Canadian $ §—
Abitibi Power & Paper Co.,
td

Approx.
% Yield

Anglo-Huronian Ltd
Holding & operatin, ¢o.—chiefly
interests in Can, gold mining
Anglo-Newfoundiand Devel-

21 072" 7.0

BANK OF MONTREAL
Operates 753 branches and agen-
cies throughout the world
® See Bank's advertisement on page 22,

BANK OF NOVA SCOTIA__126
offices throughout the world
Operates 550 branches and sub-
® See Bank’s advertisement on page 23,

Bangue Canadienne ; 7
Nationale 77
Operates .5_8'7 branches in Canada

Barber-Ellis of Canada. 1.1d 28
Statlonery and printers’ supplies

» .

through retail chain Ball,:)tgl‘s‘l‘é"uwer & Paper Co., 10

Aluminium Ltd. new__.______ 20 0.85 Boxboards. corrugating materials.
Largest producer of aluminum ete,

ingot in the world Beaver Lumber Co. Ltd..___ 15
Andian National Corp., Ltd.. 5 pumber & bullding supply retatler,

Operates ofl pipe line in : 274 branches fn Canads " *

Colombia, 8. A.

Anglo-Canadian Pulp and
Paper Mills, Ltd
Newsprint and allled products
# Quotations represent June 30, 1958 sale prices or the last sale price

prior to that dace. Bid and ask quotations are as of June 30, 1958,
§ Add evrrent Canadian Exchange Rate.
* Dividend paid in ‘U. 8. Currency,

130

equipment
1.70 28% 5.9

25 0.50
Makes and distributes shoes

0.35

Makes nylon, silk and rayon

threads for all purposes

¢ Quotations represent June 30, 1958 sale prices or the last. sale price
prior to that date. Bid end ask ~rotations are as of June 30, 1958,

§ Add current Canadian Exchange Rate. .

t Inactive issue. No Exchange trading

Continued on page 20
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Continuing Liberalization of
Dollar Import Restrictions

By SIR DAVID ECCLES*
President of the British Board of Trade

Sir David announces four further steps Britain will take in

‘reducing restrictions against dollar imports. He also makes

clear scope of longer range plans commencing next year. Adds,

however, the reminder that the extent of trade-liberalization

will depend upon whether world trade is expanding and infla-
tion loosens its hold.

Our policy in this matter of
import restrictions has been con-
sistent. It is true that in view of
our balance of payments position
we have had to maintain some
restrictions on imports, jmainly
{rom the dollar area. But, as the
Chancellor of the Exchequer said
in his opening statement, we have
moved forward steadily towards
the goals of non-discrimination
and convertibility. And it remains
our firm policy to. remove dis-
crimination entirely as our cir-
cumstances permit.

Our record will speak for itself.

In the years immediately fol-
lowing 1952 we freed from import
control the major raw materials
and basic foodstuffs.

In 1956 we removed controls on
paper, pulp and board, and made
a very substantial increase in the
quota for newsprint.

By 1957, 62% of our dollar
imports were free of all restric-
tion.

A year ago—and notwithstand-
ing our difficulties at that time—
we freed almost all remaining raw
materials.

Earlier this year we gave a
substantially increased quota for
canned salmon, abolished the dis-
crimination against the dollar area
in our import licensing arrange-
ments for apples, and gave ex-
tended quotas for other dollar
fruit,

In July we made a further
major step forward by removing
completely import controls on all
chemicals.

A decision on the pace at which
the United Kingdom can move in

. *From a talk by Sir Eccles before the
Commonwealth Trade and Economic Con-
ference, Montreal, Canada, Sept. 17,
1958, P

this field must remain our respon-
sibility and what we are able to
do must depend on the circum-
stances from time to time, some
of which are not wunder our
control. It will be agreed that
when a relaxation is made, we
must feel confident of being able
to maintain it. Therefore, we can-
not enter into any fixed time-
table,

Enunciates Four Policy Aims
But I am glad to say that we

. now see our way to taking a

further significant step forward.
We have decided to take action
under four heads:

(A) We propose to make al-
most a clean sweep of the con-
trols on dollar imports of indus-
trial, agricultural and office
machinery. Only a limited range
of comparatively specialized, ma-
chinery . will remain subject to

-control.

(B) Canned salmon will be
wholly freed from import con-
{rol with the exception of salmon
from the Soviet bloc.

(C) We shall formerly
newsprint from control.

(D) Colonial Governments are
being invited to make relaxations
of their restrictions on a wide
range of dollar goods.

This we are doing at once, and
then we shall have reached the
stage when almost all materials,
basic foodstuffs and ‘“tools of
trade” will be free.

The next move will be to make
a start in freeing our imports of
consumer goods and the remain-
ing foodstuffs. Exactly what we
shall be able to do and when
will depend on certain well

free
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known conditions. I have in mind
the need to be sure both that
world trade  is expanding and
that we are free from inflation at
home. .

But broadly speaking this is
what we would propose to do. All
being well we hope to make a
start next year. First, we should
remove the controls on as wide a
range of consumer goods and
foodstuffs as we could. Secondly,
we should establish, or increase,
quotas for items where, in our
judgment, the cost of total
liberalization might be greater
than we could afford at that time.
The next stage would be progres-
sively to increase these quotas
until the items were completely
{ree, Thirdly, there would remain
a limited number of items pre-
senting special difficulties. Each
of these would be considered over
a period of time on its merits.

Arnold Bernhard Will
Lecture at . G. N. Y.

The {irst in a series of four
weekly public lectures on “The
Evaluation of a Common Stock”
by Arnold Bernhard, research di-
rector and editor of -The Value
Line Investment Survey, will be
held tonight (Sept. 25) at City
College’s Baruch School of Busi-
ness, 17 Lexington Avenue at 6:50
p:m, in room 4 South.

Mr. Bernhard’s lectures are part
of an admission-free series on
“Current Business and Economic
Problems” sponsored by the City
College Fund.

Chiles-Schutz Adds

(Special {o THE FINANCIAL C‘Hﬂmﬂct.s)

OMAHA, Nebh, — William W.
Radcliffe is now associated with
Chiles - Schutz Company, ' Farm
Credit Building, members of the
Midwest Stock Exchange, He was
formerly with Cruttenden & Co.
and the First Trust Company of
Lincoln. ;

Reynolds Correspondent

Reynolds & Co., members of the
New York Stock Exchange, have
announced that Russ & Company,
Incorporated of San Antonio, also
members of the New York Stock
Exchange, has become their corre-
spondent. ¢

the added importance of Canadian

Increasing the production and sale of Canadian iron ore
to U. S. and Canadian industry has never been as important
to the entire North American economy. By the mid-period
of this half-century, experts estimate, the annual value of
this production can be in the range of one-half billion
dollars. Most of this will be for export and chiefly to the
United States.

Long l.)efore that date, iron will be in first place among
Canadian minerals. :

This is the most significant single source of new funds to
reduce Capada's trading deficit and finance continuing
purchases in the United States.

The position of Steep Rock in the industry can be judged
by the Company’s present objective — yearly production
of 8.5 million tons from mines directly-operated and under
lease to others, sustainable for several generations.

STEEP ROCK IRON MINES LIMITED

Producers of High-Quality Iron Ores to Meet Exacting Requirements.
Steep Rock, Ontario—in.the Lake Superior Region.

" "Continued from page 19

RESURGENT CANADA

No. Con- Extras for
secutive 12 Mos. to

Cash Diys.
Including

Approx.
% Yield
Quota- Based on
tion Paymts. to

Years Cash Jure 30, June 30, June 30,

Divs. Paid

Bell Telephone Co. of Canada
Most important telephone system
in ‘Ontario and Quebec

Belleterre Quebec Mines, Ltd.
: Quebec gold producer

Biltmore Hats Ltd
Men’s fur felt and wool felt hats

Brazilian Traction, Light and
Power Co., Ltd. “Ord.”___
Diverse utility interests in Brazil

British American Bank Note
Co. Lt S i i et
Makes bank notes, bouds, revenue
stamps, and similar items

British American Oil Co. Ltd.
Petroleum production, refining,
distribution

British Columbia Forest
Products Ltd., ———________
One of the largest producers of
timber products 1n Canada

British Coiumbia Power Corp.
Ltd.

Holding co., controlling B. C.
Electric Co. Ltd.

gritish Columbia Telephone
Co. “Ord.”

Second largest privately owned
telephone system in Canada

78

14

25

18

1958/ 1958 ¢
—Canadian § §—

2.00 413§

1953
48

1.65
b614

0.10
0.40

+0.03

2.05-

1.00

0.33

Listed Companies Which Have Paid Consecutive
Cash Dividends From 5 to 10 Years Appear in
the Second Table Starting on Page 32

Brock (Stanley) Ltd. “B”_._.
Laundry supplies, hardware,
Qlun_lbing supplies, etc,

Building Products Ltd
Asphalt roofing, flooring and
insulation )

Bulolo Gold Dredging, Ltd.__
Operates a gold dredging project
in New Guinea

Burlington Steel Co. Lid. new
Steel rolling mill & related oper,

Burns & Co. Ltd
Meat, lards, butter, poultry prod-
ucts, etc.

Calgary & Edmonton Corp.,
Ltd

in Alberta
Canada & Dominion Sugar
Co., Ltd.
Cane and beet sugar refining
Canada Bread Co., Lid
Bread and cake wholesaler and
retailer
Canada Flooring Co. Ltd. “B”
Specializes In manufacture of
hardwood flooring. of all kinds
Canada Foils, Ltd.-
Oldest und largest foil converting
plant in Canada

040  b6'>
1.80
0.50
0.80
0.70
0.10
1.20
0.10

1.00

0.70

¢ Quotations represent June 30, 1958 sale prices or the last sale price
prior to that date. Bid and ask quotations are as of June 30, 1958,

§ Add current Canadian Exchange Rate.

+ Adjusted for stock dividends, splits, distributions, etc.

b Bid.

Our investment services. in all.fields are
available to institutions and dealers at our
New York and Chicago offices which have
direct private wire connections to offices
in fifteen principal Canadian cities and

London, England.

These facilities enable us to execute orders
on all Stock Exchanges in Canada or at
net prices in United States funds if desired.

Wood, Gundy & Co., Ine.

New York

Chieago

affiliated 1ith
Wood, Gundy & Company

Members of

The Toronto Stock Exchange Montreal Stock Exchange
Canadian Stock Exchange

and
Wood, Gundy & Company

Limited

Head Office—36 King St. West
Toronto 1, Canada

Branches in the principal cities of Canada
and in London, England

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

Cash Divs.
Including
No. Con~ Extras tor
secutive 12 Mos. to

Cash Divs,
Including

Approx.
% Yield
No. Con- Extras for Quota. Based on
secutive 12 Mos.to - tion = Paymts. to
Years Cash June 30, June 30, June 30,
* Divs, Paid. 1958 1958 ¢ 1958
—Canadian § §—

Cash Divs." .
Including
No. Con- Extras for Quota-
secutive 12 Mos. to  tion Paymts. to
Years Cash June 30, . June 30, June 30,
Divs. Paid 1958 1958 ¢ 1958
—Canadian § §—

Approx.
% Yield .
Based on x

Quota-

Canada Iron Foundries, Ltd.. 14
Holding and operating company—

tion Paymts. to

Years Cash June 30, June 30, June 30,
1958 ¢

1958
—Canadian § §—

1.50 283

Divs, Paid

machinery & equipment interests

Canada Life Assur. Co
One of the largest Canadian com-

104 460 184

panies underwriting life, accident

and sickness insurance

Canada Malting Co., Ltd...._

5915

Malt for the brewing & distilling

industries

Canada Packers Ltd. “B”____ 24 3 42
Full line of packinghouse prods.
Canada Permanent Mortgage

O, S e e i

103 4 92

Lends on first mortgage security,
issues debentures, accepts deposits

Canada Steamship Lines, Ltd. 16 4 39
Freight and passenger vessels: .

other diverse interests

hotels

include

Canada Vinegars Ltd 34
Vinegar and- apple products

Canada Wire and Cable Co.

Ltd. “B”

20

Copper and steel wires and ropes

Canadian Bank of Commerce = 91
Operates 793 branches throughout

the world

Canadian Breweries Ltd 14
Holding co.—brewing and grain

milling interests

Canadian Bronze Co., Ltd... 31
’ Holding co. — subidiaries make
bushings and

bronze bearings,
castings

Canadian Celanese Ltd

095 14

Synthetic yarns and fabrics
Canadian Fairbanks Morse

Co., Ltd.

120 16'%

Exclusive sales agents for Fair-
banks, Morse & Co. of Chicago

Canadian Gen. Elec. Co., Ltd.

12.60 b650

Exclusive manufacturing & sell-
ing rights of General Electric
products in Canada

Canadian Gen. Invest, Ltd.__

135 271

Management type.invest. trust

-Canadian Industries Ltd

050 171

Chemicals and allied products

Canadian Ingersoll-Rand Ltd. 29

3.00 b4l

Manufactures  compressors, pneu-
matic tools, pulp and paper

Canadian Oil: Cos., Ltd 33

0.80 - 28%)

Petroleum refining & distribution

Can. Pac, Ry. Co. “Ord.”-___ 15

150 267%

“The” private. rallway system of

Canada

1958
5.2

2.5

3.4

4.2

4.0

3.1

5.3

4.8

8.7

6.8

7.3

1.8~

4.9

29
7.3

2.8
5.6

Alrbrakes and large varlety of
electrical apparatus

Celanese Corp. of America__
Yarns and fabrics

Central Canada Invest. Ltd._
Investment co, — large insurance
interests

Chartered Trust Co
General fiduciary business

Chateau-Gai- Wines Ltd
Wines and juices

Cochenour Willans Gold
Mines Ltd
Gold producer N, W. Ontario

Coghlin, B. J. & Co. Ltd
Manufacturer of railway
heavy industry equipment

Collingwood Terminals, Ltd.
Operates a 2 million bushel grain
elevator in Collingwood, Ontario

Commoil Ltd
Oil properties in Western Canada,
also. holding company

Conduits National Co., Ltd._
Rigid eltctrical conduits, elbows,
couplings, ete.

Confederation Life Assoc.___
Wide range of endowment and
life policies

Consolidated Mining &
Smelting Co. of Can: Ltd.
Lead, zinc, silver, chemical fer-
tilizers, ete.

Consol. Paper Corp., Ltd..___
Owns five mills; daily newsprint
capacity 2,479 tons

Consumers’ Gas Co. of
Toronto
Manufactures and distributes gas
in the Toronto area

Consumers Glass Co., Ltd.___
Wide variety of glass containers

and

Corby (H.) Distillery Ltd. v.t.

Holding and operating co. — al-
cohol and spirits

Cosmos Imperial Mills Ltd.__
Manufactures heavier grades of
cotton duck

Crain, R. L. Ltd
Manufactures & sells continuous
business forms

Crown Cork & Seal Co., Ltd.
Bottle caps. for the beverage in-
dustry

Crown Trust Co
General fiduciary business

Coal producer on western slope
of Canadian Rockies

20
15

35

26

13

23
22

24

30

41

1.00 * 48%

#1.00

1.00- b32

1.40
1.00

b53
b17%

0.10
1.00

2,65
133

1.00
0.10

0.75

29
2.00 48

0.60 b23

0.60 -b15%

2.1

2.6

5.1
- 6.3

7.6

34

4.2

2.6

3.8

A holding co—interests include a

complete line of whiskies and gins
Dome Mines Ltd

Ontario gold producer -
Dominion and Anglo Invest-

ment Corp., Ltd

Invesgmem holding company
Dominion Bridge Co., Ltd.__

Bridges, cranes and structural

steel of all kinds

Wide variety of machines and
equipment
Dominion Fabrics, Ltd
Towels, tapestries, draperies, etc.
DoLminion Foundries & Steel
td

Makes wide varlety of primary
steel products
Dominion Glass Co., Ltd
Wide variety of glassware
Dominion Insurance Corp.._.
Operates company for fire insur-
ance, ete.
Dominion Oilcloth and Lino-
leum Co. ;
Wide range of linoleum and oil-
cloth products

A holding co.—coal, iron & steel
interests
Dominion Stores Ltd
Operates grocery and meat chain
Dominion Tar & Chemical
Co., Ltd
Distiller of coal tar & producer
of its derivatives %
Dominion Textile Co., Ltd.__
Wide range of cotton yarns and
fabrics
Donohue Brothers Ltd
Owns and operates a ’‘paper mill
at Clermont, Quebec

Easy Washing Machine Co.,
Ltd.

Electric washing machl_ri_e-s, floor
polishers, air circulators, etc.
Economic Invest’t Trust Ltd.

General investment trust business
Electrolux Corp. ——ceeeeo._

“Electrolux” vacuum cleaners, &
air purifiers

Equitable Life Insurance Co. '

of Canada : :
Wide line of life and endowment
policles

1.70- 28
0.70  15%
16.00. b410
095 23%
1.00 19
0.60 = b9%

297

0.50.- b81%

1.70  b32%

#1.000 1134

-70.90, b53%4

6.1

45

3.9
4.0

5.3

6.2

33

/35

48 .

4.7
1.9
4.1 ‘
7.0

5.8

6.2

5.2
8.5

1.7

Canadian Tire Corp., Ltd.._. 15 0.70 b1081%
Automotive accessories, parts, etc.
* ZQuotullons represent June 30, 1958 sale ﬁricos or the last sale price
prior to that date. Bid and ask auotations are as of June 30, 1958.
§ Add current Canadian Exchange Rate,
b Bid.

0.6 i
¢ Quotations represent June 30, 1958 sale prices or the last sale price
prior to that date. Bid and ask quotetions are as of June 30,.1958.
§ Add current Canadian Exchange Rate. i
#Dividend paid in U. 8, Currency.
zbllr;;«l{:‘.h'c issue. No Exchange trading,
a.

.¢ Quotations represent June 30,.1958 sale prices.or the last sale price
- prior to that date. Bid and ask quotations are as of June 30, 1958.
§ Add current Canadian Exchange Rate.

4 Dividend paid in U. B, Currency.
b Bid.

Continued on page 22

CANADIAN
INVESTMENTS

We offer to United States investors
eomplete facilities for the pur-
chase of high grade Canadian in-
, vestments. Qur facilities includes

A Research Department with
up-to-date information on
major Canadian companies.

Gairdner & Gompany Limited

320 Bay Street, Toronto, Canada

We provide a complete service for corporate
financing in Canada. Private enquiries from
dealers are invited.

Members
The Toronto Stock Exchange Montreal Stock Exchange

Winnipeg Stock Exchange Canadian Stock Exchange
Vancouver Stock Exchange

A Correspondence Depart-
ment to deal in securities by
mail, _
Private wire service to our
offices across Canada.

Affiliate

Gairdner & Company Inc.

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

Inquiries from investors
are invited.

M<Leop.You N,G/,WEIR
& COMPANY

LIMITED
Investment Dealers Since 1921

50 KING STREET WEST, TORONTO, CANADA

Montreal Ottawa Winnipeg London

Vancouver Hamilton Calgary Kitchener

Quebec Sherbrooke Windsor Edmonton
New York

GOVERNMENT, MUNICIPAL
AND.-CORPORATION SECURITIES

Member:
The Investment
Dealers’
Association
of Canada

Quebec Vancouver
London
New York

Private Wire System

. Kingston Calgary

Kitchener

Montreal
Hamilton

Edmonton Winnipeg

b
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Ganadian Pulp and Paper Prospects

Analysis of short- and long-run prospects for both Canadian
_ pulp and paper industry concludes growth in immediate years
ahead will be somewhat slower but that over the long-term

the past natural advantages

A very favorable long-term out-
look has been forecast for Can-
ada’s pulp and paper industry in
recent studies by the Gordon Com-
mission, says the current issue of
“The Bank of Nova Scotia Monthly
Review.” However, after years in
which the main concern of the
industry has been to increase sun-
plies to meet the growth in de-
mand, the industry in the past
year and a half has entered a pe-
riod of much more competitive
markets and excess capacity. And
in looking to the years immedi-
ately ahead it may well be that
growth in the Canadian industry
will be somewhat slower.

The pulp and  paper industry
has for many years, of course,
been one of Canada’s major in-
dustries, its development soundly
based on the forest and water
resources of the country. In the
postwar years, growth in this in-
dustry, along with other major
resource developments, has pro-
vided a key stimulus to the strik-
ing expansion which has occurred
throughout the Canadian econ-
omy. Between 1946 and the
present  Canadian newsprint ca-
pacity has been increased by well
over 50% and the capacity for
making chemical pulp has more
than doubled.

Dependent on U, S. A, Demand
Although domestlc and overseas
markets have been of importance,
the large-scale development of
the industry has depended basic-
ally on the expanding demand in
the United States, notes the “Re~
view.” For many years the
Canadian industry has provided
a major share of all the newsprint
used in the United States. More
recently it has provided an im-
portant, though relatively much
smaller, share of the wood pulp.
The present structure of the Cana-
dian industry has been affected as
‘well by tariff barriers which have
generally effectively prevented
the export of other paper prod-
ucts. These products are manu-
factured in wide variety in Canada

should continue to operate,

but are limited mainly to the
domestic market.:

A sudden sharp upswing in
demand in 1935 in all principal
markets, set in motion. a pro-
nounced wave of expansion in the
industry. ‘Since it takes time for
new capacity to be brought into
operation, capacity in both news-
print and pulp in 1957 and 1958
has been increasing, at a time
when demand for both products
has fallen off a little. Although
the downturn in demand has been
moderate, and will undoubtedly
be reversed if the current pickup
in U. S. business persists, users’
inventories of pulp and newsprint
remain relatively high and further
new capacity has been completed
during recent months.

The “Review” points out that
the years immediately ahead addi-
tions to capacity will almost cer-
tainly be on a reduced scale. On
the demand side too, a number of
factors point to less vigorous ex-
pansion. To a large extent the
prospects for Canadian producers
of newsprint and pulp depend on
developments in the U. S. econ-
omy. Although business activity
there has recently been improving
the degree of strength in the re-
covery is far from certain. In
overseas countries, moreover,
there has recently been a per-
ceptible slowing-down in the rate
of growth. At the same {time,
there has been a trend toward
greater self-sufficiency in pulp
and paper products. New capacity
is contihuing to come into opera-
tion both in net importing coun-
tries and in the Scandinavian
exporting countries. .

Over the Long-Term

Over the long-term, however,
the “Review” continues many of
the natural advantages that have
favored the development of the
Canadian industry in the past
should continue to operate. For
newsprint it may be that the U. S.
market will become relatively less
important. U. S. consumption will
continue to grow but quite prob-

The Commercial and Financial Chronicle . . .

ably at a slower rate and further
increases in U. S. domestic output
seem likely to slow down the
growth in imports from Canada.

In overseas markets, on the other -

hand, provided that currency re-
strut:ons do not prevent it, de-
mand - for ne\vspunt may well
show a very rapid growth, with
various factors favoring growth in
Canadian production and exports.

In pulp it seems certain that
world demand will show a con-
tinued marked expansion.. Bogh
the United States and overseas
countries may 'be cxpected to con-
tinue supplying the major part of
their own ' pulp requirements.
Nevertheless the Canadian indus-
try will undoubtedly share to a
considerable degree in the world-
wide growth of demand.

Frank T. Beiz, Jr. to
Be Rohinson Officer

PHILADELPHIA, Pa. — Frank
T. Betz, Jr.
will become
associated
with Robinson
Co, Inc., 42
South 15th
Street, m e m-
bersofthe
New York and
Philadelphia
Stock Ex-
changes, on
‘Oct. 2, Mr.
Betz has been
withDela-
ware Distrib-
utors, Inc. as
Vice-President and director of
sales.

J. J. Walsh, With
Crultenden, Podesta

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, Ill.—John J. Walsh,
Jr. has become associated with
Cruttenden, Podesta & Co., 209
South La Salle Street, members
of the New York and Midwest
Stock Exchanges. Mr. Walsh was
formerly an officer of Mullancy,
Wells & Co.

. Frank T. Betz, Jr.

Continued from page 21
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RESURGENT CANADA

No. Con-
secutive - 12 Mos. to

Approx.
% Yield
Quota-  Based on
tion Paymts. to

Cash Divs.
Including
Extras for

Years Cash' June 30, June 30, June 30,
1958

Divs. Paid

Falconbridge Nlckel Mines,
Ltd.

Nickel, .copper, cobalt; subsidiary
produces cteel castings i

Famous Players Canadian
Corpiihtd o getam i
Lalgcsb operator of motlon plc-
ture theatres In Canada

Fanny Farmer Candy Shops,
Inc.

Operates 'larsc candy chan

Federal Fire Insurance Co. of
Canada
Sells fire, rain insurance, etc.

Ford Motor Co. of Canada,
Ltd “B"

Automotive manufacturer

Foundation Co. of Canada
Litd: ;
Engineers & general contraclurs

Fraser Companies, Ltd
Wide variety: paper and lumber
products; synthetic yarns and
fabrics

A. J. Freiman, Ltd
Owns & operates largest depart-
ment store in Ottawa

Gatineau Power Co
Hydro-elecfric energy in Eastern
Canada -

General . Petroleums of Can-
ada Ltd.“Ord.” & Class“A”
0il well drilling contractors

General Steel Wares Lid
Household utensils; hotel, restau-
rant, and hospital equipment;
refrigerators, etc.

Goodyear Tire & Rubber Co.
of Canada, Ltd
Natural and synthetic
products

Gordon Mackay
HBU
Msnsgés subsidiaries which dis-
tribute textile procucts and allied
goods

Grand & Toy Lid
Manufactures commercial & gen-
eral stationery “& business forms
and distributes ~oifice supplies &
furniture throughout Ontario

Great Lakes Paper Co., Lid._
Meanufactures newsprint and un-
bleached sulphite paper

Great West Coal Co., Ltd.“B”
‘Wholesale distributor of Ilignite
coal

Great-West Life Assur. Co... 59
Wide range of "life, accident and

~ health, policies
Greening (B.) Wire Co., Ltd. 21

Wide vnrlel.y oI wire ploducl.s

rubber

Stores Ltd.

1958 19580
—Canadian § §—

1.20. 24%2 - 4.9

177% - 8.4

b16%y 7.7

6.7

29 5.5

b5 10.00°

b220 1.9

0.25 Db4.05 6.2

. leluiom represent June 30, 1958 sale prices or the last sale price

prior to that date:
§ Add current Canadian Exchange Rate.
# Dividend paid in U. S, Cirrency.
a Asked.
b Bid.

Bid and ask ouotations are as of June 30, 1958.

Continued on page 23

Have you questions on

Taxation...

CANADA?

“Your Guide To Business In
Canadae”, published by Canada’s
First Bank includes a suyvey in lay-
men’slanguage of the majgr Canadian
taxes affecting your business eor per-
sonal interests in Canada. These in-
clude Federal and Provincial taxes,
and special tax situations with regard
to Canadian branches and suhsidi-
aries, investment, companies and oil,
natural gas and minerals,

Tae obtain your copy, write on your
business letterhead to our nearest
U. S. office, or to the Business Devel-
opment Department, Head Office.

Greenshields & Co (vy.) Inc

Specializing in Canadian Government

Provincial, Municipal and Corporate Securities

64 Wall‘Street, New York

Canadian Affiliate
Greenshields & Co Inc

Business established 1910

W BANE Bankx or MoNTREAL
Canada's Finot Bank (Coast-ta-Coact

BRANCHES IN ALL TEN PROVINCES
District Headquarters:
Halifax, Torento, Winnipeg, Celgary, Vancouver

NEW YORK: 64 Wall St. + SAN FRANCISCO: 333 California St
CHICAGO: Special Representative’s Office, 141 West Jackson Blvd,

Wead Office: Montreal

725 BRANCHES [N CANADA, U. S., GREAT BRITAIN AND EUROPE + RESOURCES EXCEED $2,800,000,008

Montreal Ottawa Quebec Sherbrooke

London, Ontario

Toronto

ttp://fraser.stlouisfed.org/
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Cash Divs.

Including
No. Con- Extras for
secutive 12 Mos. to

Years Cash June 30,

Divs. Paid

Guaranty Trust Co. of Can._~ 30
General fiduclary business .

Gypsum, Lime & Alabastine,
Canada, Ltd. ) 12
Building materials; gypsum pnd
lime products; industrial chemi-
cals, ete,

Hahn Brass Ltd 12
Maufactures large variety of
metal products

Hallnor Mines, Ltd 20
Ontario gold producer

Hamilton Cotton Co., Ltd..__ 17
Wide variety of textile products

Harding Carpets Ltd 23
Speclalizes in seamless ‘‘Axmin-
ster’” and “Wilton” rugs

1958

Quota-

Approx.
% Yield
Based on
tion. - Paymts. to

), June 30, June 30,
1958¢ . . 1958

—Canadian § §—

0.725 b21%" ‘ 3.4

36
5.3 *
6.4

6.4
8.0

“British Government's Paililie
To Correct

Economic Paradoxes

By PAUL EINZIG

Paradoxes in the current British recession—inflation occurring
concurrently with recession, and consumer goods industries
largely unaffected compared to capital goods industries—

: < lead Dr. Einzig to observe that the Government'’s policy does
"+ not aim at correcting these discrepancies. The writer favors en-
couraging capital goods industries to recent attempts  to

-« stimulate consumer demand. He agrees that the former event-
ually does react to the latter, but points out that the former
—and the economy—weuld. have been helped more directly
if the Government had the courage to allow the recession to
continue a bit longer so as to end the wage-price spiral.
Predicts that resort again will have to be made to credit squeeze

Wide variety of automotive parts’

Hendershot Paper - Products :
Lid) <zlo g adni 0 SoLdLlbyhe 12 40 .. 8.0
Manufactures  paper products in-
cluding containers & corrugated
products . 3

Hinde' and -Dauch Paper Co.
of Canada Ltd
Wide - variety of ° paperboards,
boxes, etc. F s . <
Listed Companies Which Have Paid Consecutive
Cash Dividends From 5 to 10 Years Appear in
the Second Table Starting on Page 32
—ee
—_—__~_——-——_—*__ﬁ_“——
Hollinger Consolidated Gold 2 Tw
Mines, Ltd. 056 241 23
Ontario gold producer L .
Hudson Bay Mining &
Smelting Co. Ltd
Manitoba copper & zinc products
Huron & Erie Mortgage Corp.
Lends money on first mortgage
security and operates deposit and
debenture accounts
Hydro-Electric Securities
Corp. 11
Management type investm’t trust
Imperial Bank of Canada-_... 83
- Operates 304 hranches throughout
Canada

Imperial Flo - Glaze Paints
Ltd

Hayes Steel Products Ltd.___ 16 4 7.0

1.80 :b45%

3.75 4634 8.0
1.60 © 40 4.0

045
170

‘ 1.40
Varnishes, lacquers, enamels,
paints, etc.

Imperial Life Assurance Co.
of  Canada
Comprehensive ‘range of life, en-
dowment and term policies

Imperial Oil Ltd
With  subsidiaries comprises - full
integrated ofl enterprises

2,00 .73 2.7

120 © 4415 - 27

¢ Quotations represent June 30, 1958 sale prices or the last sale price
prior to that date. Bid and ask guotations are as of ;June 30, 1958.

§ Add current Canadian Exchange Rate.

® Diividend paid in U. 8. Currency.

b Bid.

Continued on page 24

OPPORTUNITIES IN CANADA

- Our facilities can be of valuable assistance to those interested
+ in the industrial development of Canada -and of - benefit to

investors in selecting suitable investments through which to
. participate in Canada’s assured growth, ‘

NESBITT, THOMSON AND COMPANY
. Limited
Members of The)nves!ment Dealers’ Association of Canada

Head Office: ' 355 St. James Street W., Montreai_

Branches in the principal Cities of Canada

NESBITT, THOMSON & Co.

Members Montreal Stock Exchange — Toronto Stock Exchange
Canadian Stock Exchange s

NESBITT, THOMSON ‘AND COMPANY, INC.
25 Broad Street, New York 4, N.7Y.
140 Federal Street, Boston, Massachusetts
I —
Direct wire connections between

New York, Montreal, Toronto, Ottawa, Hamilton, Kitchener,
London (Ont.), Winnipeg, Calgary and Vancouver

LONDON, Eng.—Britain’s econ-
omy is experiencing a curious
phenomenon for which there is
no'rule in any textbook on eco-

. » nomics. Dur-

ing the last
. month or.two

.there has

" been growing

evidence of

an expansion
of consumer
demand
which had
contracted
. somewhat un-
der the influ-
ence of the
credit
squeeze, On
the other
hand, demand
for capital goods appears to be on
the decline, On balance the econ-
omy still appears to be inflation-
ary rather than otherwise, cven
though the delayed effect on the
cost. of living of the fall in world
commodity prices is at last be-
coming noticeable, The wage
spiral continues to rise, although
not at the same rate as in recent
years. Many industries, especially
those producing consumer dur-
able goods are once more fully
employed. Unemployment is

largely confined to capital goods
industries and to industries de-
pending largely on exports.

On the basis of this experience
many experts are inclined to take

Dr. Paul Einzig

the view that the new type of re-
cession tends to confine itself
largely to capital goods industries,
and leaves industries catering for
domestic consumers largely unaf-
fected. This view is based on the
fact that the recession is- appar-
ently unable to prevent a further
expansion of consumer. purchas-
ing power as a result of wage in-
creases, The additional demand
thus created goes a long way
toward offsetting the effect on
consumer demand of a-modest de-
gree of unemployment and - of
shorter working hours. Provided
that unemployment - remains as
moderate as'it has been in Britain
this year — it is still just under
2% — this conclusion is probably
substantially correct,

Criticizes Government’s Policy

Strangely enough, faced with
this paradoxical situation, the
government’s policy does not aim
at correcting the discrepancy be-
tween the trend in capital goods
industries and consumer goods
industries, On the contrary most
steps taken in recent months by
the authorities, and by the banks
with the approval of the author-
ities; “aimed -at stimulating con-
sumer demand. Very little has
been done recently to encourage

a re-expansion of capital goods
industries. Lower interest rates
helped them of course, and the re-
strictions imposed on new issues
by the Capital Issues Committee
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have beon relaxed. On the other '

hand, consumer demand is ac-
tively encouraged in many ways.
Lower interest rates help con-
sumption, too, and the relaxation
of . restrictions on public issues
helps consumer goods industries
to the same extent as it helps the
capital goods industries. But in
addition there had been a drastic’ -
reduction- in theé restrictions on
instalment credit transactions,
Initial minimum deposits ‘have
been reduced and the time limit
set for repayment has been ex- :
tended. ‘

The attitude of the banks
toward consumer credits in gen-
eral .and instalment credits in
particular has also changed in the
sense of encouraging an expan-
sion of consumer demand. The
acquisition of interest by banks
in' instalment credit finance
houses was one of the steps in
that direction. The development
of a new type of consumer credit
was another step. The result of
both these-changes is that more
money is now available for fi-
nancing = instalment buying and
that the cost of instalment credits
is' becoming drastically reduced.
All this tends to encourage econ-
sumer demand, precisely in in-
dustries which are already work=-
ing to capacity. For this reasom
prospects for industries working
for the consumer are.considered -
distinctly favorable.

Notes Time Lag

On the other hand, opinions are
sharply divided about prospects -
of capital goods industries. It is
true, increased ‘activity of con-
sumer goods industries necessar-
ily leads to more orders for cap-
ital goods. There is, however, a .
time lag = during which capital
goods industries are likely to feel
increasingly the effect of the de-
cline in capital investment during
the last 12 months or so. That
time lag is apt to be rather long
because the current year’s prof-
its of capital goods industries ares
largely the reflection of the ex-
pansion of their productive ca-
pacity several years ago, It is,
therefore, by no means impossible
that the tendency in the two sec-

tions of industry will continue to

Continued on page 24

The fishing’s fine...
if you know the spots!

When you want to cast a line for Canadian
business, your first move is to have a chat
with The Bank of Nova Scotia. You’'ll find a
BNS correspondentin every major U.S. city.

The BNS has 500 branches ranging the

length and

breadth of ‘Canada, Through

them you can obtain pertinent information
and helpful advice on any Canadian business
venture you wish to undertake,

Whatever your interest in Canada may
be—obtaining a larger share of the export
market—establishing a new business or
acquiring an existing one—you can count
on the BNS to provide you with full
banking services.

The BNS Monthly Review reports each month on
a current topic affecting Canadian business. To
put your name on our free mailing list, write to

Economics Department,

44 King St.WV., Toronto,

The BANK of NOVA SCOTIA

New York Agency: 37 Wall Street. Chicago Representative: Board of Trade Bldg.
General Qffice: 44 King St. West, Toronto. London Qffices: 24-26 Walbrook, E.C.4

and 11 Waterloo Place, S.W.1, Correspondents wherever men trade.
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British Government's Failure
To Correct Economic Paradoxes

point in opposite directions for
some time to come, :

If, as it seems, the governmen
is now prepared to run the risk
of inflation rather than recession
it should at least do so by stimu-
lating capital development rather
than by stimulating the already
excessive consumer demand. The
difficulty is that in the absence of
a buoyant consumer demand the
removal of restrictions on public
issues, the reduction of interest
rates, and even encouragement by
fiscal measures, is not likely to
induce industries to embark on
capital expenditure on a large
scale. Some degree of encourage-
ment to consumption is therefore
necessary in order to encourage
capital investment,

Finds Government in Error
What is deplorable is that the

government _has embarked ‘upon :

its policy of expansion before it
has succeeded -in breaking the
wage price spiral. The -threat of
increasing unemployment might
have-induced the ‘trade ‘unions to
agree at least-to the principle of
a wage restraint in the sense of
limiting -wage demands to in-
creases in productivity. Demand
for such -policy ‘was in fact. put
forward from official quarters but
was rejected by the trade unions
who still feel-that-the sky should
be the limit to their wage de-
mands.. Had the recession been
allowed to continue a little longer
their attitude might have sof-
tened to some degree. The result
would have been well worth the
cost of a little delay in business
recovery.

As it is, the long-range effects

of the credit squeeze have been
sacrificed for the sake of accel-
erating the immediate business
recovery. Having brought about a
reversal of the expansion in pro-
duction, the government might of
ensured a lasting advantage by
persisting in this strategy a little
longer.. As it is, the sacrifice in-
volved, though " producing some
immediate beneficial results, ap-
pears to have been wasted in the
long run, It seems that, since the
present attempt to bring the trade
unions to their senses has been
prematurely abandoned, sooner or
later another attempt in the form
of a credit squeeze to check in-
{lationary wage demands will be-
come unavoidable,

Williston, Beane to
Larger Quarters

J. R, Williston & Beane, 69 year
old New York Stock Exchange
member firm, will move to larger
quarters in the new Two Broad-
way building being erected by
Uris Brothers, it was announced
by Alpheus C. Beane, directing
partner.

The move, which will be made
next spring, will be the first office
change for the company since
1935. Mr. Beane, who- became a
member of the Williston {firm
after resigning as partner of Mer-
rill Lynch, Pierce, Fenner &
Beane this spring, said the move
was another step in an expansion
program and would provide
much-needed space and facilitics
for the firm’s new departiments
and services.

The Commercial and Financial Chronicle , . . Thursday, September 25, 1958

$17,500,000 Kingdom
0f Norway Bds. Offered

Public offering of an issue of
$17,500,000 Kingdom of Norway
54 9% 15-year external loan bonds
of 1958, dated Oct. 1, 1958 and due
Oct. 1, 1973, was made yesterday
(Sept. 23) by an underwriting
syndicate headed jointly by Harri-
man Ripley & Co. Inc.; Kuhn,
Loeb & Co.; Lazard Freres & Co.
and Smith, Barney & Co. The
bonds were offered at 98% and
accrued interest, to yield 5.45%.

This financing marks the third
time in the postwar period that
Norway has raised new capital in
the public money markets in the
United States. The last previous
Norwegian issue sold here was a
$15 million flotation in 1955, also
marketed by an underwriting
syndicate managed by Harriman
Ripley & Co. Inc.; Kuhn, Loeb &
Co.; Lazard Freres & Co, and
Smith, Barney & Co.

Net proceeds from the sale of
the bonds will be applied to the
acquisition and importation of
capital equipment required for the
development of the Norwegian
economy.

Interest on, and principal and
redemption price, if any, in re-
spect of the bonds will be payable
in currency of the United States,
at the corporate trust office of
The First National City Bank of
New York, the fiscal agent. The
Kingdom of Norway will make
application to list the bonds on the
New York Stock Exchange.

The new bonds will be redeem-
able at the option of the Kingdom
of Norway, on'and after Oct. 1,
1968, at redemption prices rang-
ing from 1012 % to par. The bonds
will also have the benefit of a
sinking fund, beginning April 1,
1962, which is calculated to retire
the entire issue by maturity at
par, plus accrued interest.

Stifel, Nicolaus to Be
NYSE Member Firm

ST. LOUIS, Mo.—John W. Bunn

will acquire a membership in the
New York Stock Exchange, and
on Oct, 2 Stifel, Nicolaus & Co.,
Inc., 314 North Broadway, will be-
come members of the New York
Stock Exchange.

Officers of the company are
Louis J. Nicolaus, Chairman of the
Board; John D. Murphy, Presi-
dent; E. W. Darmstatter, Jamcs L.
Jeffers, John W. Bunn, Laurence
J. Gable, Sr. and Hugh D. Moore,
Vice-Presidents; Fred S. Kelly,
Secretary-Treasurer; Joseph C.
Zinrich, Assistant Secretary-As-
sistant Treasurer; and Albert A.
Hoffman, Jr., ‘Joseph A. Nolan,
and Frank T. Cullen, Assistant
Vice-Presidents; and John M.
Lancaster, Assistant Vice - Presi-
dent and Assistant Secretary.

Vultee Named Director

Howard Y. Viltee has been
clected a director of the Missiles-

Jets and Automation Fund, Inc.,”

it has been announced by Andrew
G. Haley, President. Mr. Vultee
was formerly administrative Vice-
President of the Marine Midland
Trust Company of New York and
was a Vice-President -of - the
Marine Midland Corporation.

McCarley & Co.
Associate ASE Member

ASHEVILLE, N. C.—McCarley
& Company, Inc., 35 Page Avenue,

. anembers of the New York Stock

Exchange, has become an asso-
ciate member of the American
Stock Exchange. In addition to
its headquarters in Asheville, the
firm maintains branches in Char-

Continued from page 23

RESURGENT CANADA

Cash Divs, Approx.
% Yield
Quota- Based on

tion Paymts. to

Including
No. Con- Extras for
secutive 12 Mos, to

Years Cash June 30, June 30, = June 30,
1958 ¢ 1958

Imperial Tobacco Co. of Can-
ada, Ltd. “Ord.”
Tobacco, cigars and cigarettes
Industrial Acceptance Corp.,
Ltd. i
Purchases acceptances; also small
loans & gen'l insurance business

Divs. Paid 1958

—Canadian § §—

47 0.675 14 4.8

11 140 33% - 4.1

International Metal Industries

Name changed to Wood (John)
Industries Ltd. Shares exchanged
share for share
International Nickel Co. of
Canada; Lidy situvoscmme
Holding and operating co.—Pri-
mary operations at mines and
smeiters near Sudbury, Ontario
International Paper Co
Holding and operating co. — Op-
erates pulp and paper mills in
Canada and the U. 8.
International Petroleum Co.
A . 7 IR o ot ol g T S
South American oil producer and
refiner S LT
International Utilities Corp.-
Management and development of
natural gas and electrical com-
panies in Alberta s
Investment Foundation Ltd..
_Management type investment

trust
Journal Publishing Co.
Ottawa, 'Ltd.
Publishers “The Ottawa Journal”
Kerr-Addison Gold Mines
Ltd.
Ontario gold producer
John Labatt Ltd.

General brewing business

Lamaque Gold Mines Ltd..-.

Quebec gold producer
Laixt':;\i Secord Candy Shops,

Retail candy chain in-(-)ntario 6;

Quebec
Leitch Gold Mines Ltd
Ontario gold producer
Lewis Bros., Ltd
Wholesale hardware trade in
Eastern Canada

18
b247%

260

1.25 b213%

0.60

0.60

135
10%

+ Quotations represent June 30, 1958 sale prices or the last sale price
prior to that date. Bid and usk quotations are as of June 30, 1958,
% Add current Canadian Exchange Rate.

“ Dividend paid in U. 8. Currency.

+ Adjusted for stock dividends, splits, distributions, ete.

Continued on page 25

CANADA...

How our past experience can e

your guide to

its future

Our long and specialized experience Yin the

underwriting and distribution of Canadian
securities, combined with our private wire
system, coast-to-coast network of offices, and
memberships in all Canadian stock ex- -

changes, can put you

in immediate touch

with the Canadian markets you need.

We provide prompt, accurate service to ~

American banks, dealers, and institutions
interested in Canadian Government,
Municipal and Corporate securities, and -
maintain active markets on a Net U.S.

basis where desired.

W. C. Pitfield

& Co.,Inc.

~ 30 Broad Street, New Yotk

HAnover 2-9250

Canadian Affiliate—

A, C. Pitfield & Co., Ltd.

Mowhrs of the

Investment Dealers’ Association of Canada

Associates— .

Hugh Mackay & Company

g % A ' e
lotte, Kingsport, Tenn., and Green- Lember of all Cmmdm‘ﬂ Sf‘oré L‘,\-rbmxge: v

ville, Columbia and Sumter, South
Carolina. | ol
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RESURGENT CANADA -
Cash Divs.

Including
No. Con- Extras for Quota- Based on
secutive 12 Mos. to  tion Paymts. to

Years Cash June 30, June 30, June 30,

Divs, Paid . 1958 1958+ 1958

—Canadian § §—

0.40 - 27% 15

Approx.
% Yield

Loblaw Cos. Ltd. “B”
Operates chain of *“self-service'
grocery stores in Ontario

Loblaw. Inc. :
‘Operates 133 ' ‘‘gelf-service™ food
‘markets in northern New York,
Pennsylvania ‘and Ohio

Walter M. Lowney Co., Ltd._
Chocolate and other confection
products :

Lucky Lager Breweries -
(1954) ' Ltd.

A holding company for ‘four
- British. Columbia companies

Macassa 'Mines, . Ltd
Ontario gold praducer

‘Maclaren Power & Paper Co.
Holding company—newsprint,
Jumberingand power interest

MacLeod-Cockshutt Gold
Mines, Ltd.

Onm'rlo gold producer

MacMillan & Bloedel Ltd.“B”
Fully integrated ‘lumber business:
large exporter

Madsen Red Lake Gold Mines
. -Ltd. Ly

%2.00 111% 1.8 -

1.00 b24% " 4.1

0.27 5% 5.1
0.15
2.75

310 . 4.9
b70 39

0.05 " 1.05 4.8
1.00 29 34

0.15: 6.3
Ontario. gold. producer i

Maple Leaf Gardens, Lid..__ : R

Owns and operates Toronto sports ,
arena of same name g

Maple Leaf Milling Co., Ltd._ 13’ 0. 5.7
Grain handling; flour milling; y
operation of bakeries., etc. +

Marcus Loew’s Theatres, Ltd. 5. 4.0
Owns two Toronto motion picture
theatres

Massey-Ferguson., Lid 5 3 bR 5.2
Complete line of farm i
implements and machinery

McCabe Grain Co., Ltd. “B”_ 3 5.0

General grain dealings
McColl-Frontenac Qil Co.
Ltd

. 2.7
Oil production, refining and
distribution

Midland & Pacific Grain
Corp., Ltd
Deals in grain and operates line
elevators in Western Canada

Minnesota and Ontario Paper
Co.
Newsprint, specialty papers and
other timber-products .

Mining Corp. of Canada, Ltd.
Holding, exploration & financing
company

Mitchell (J. S.) & Co., Ltd.__
General supply house - for many
industries in Eastern Quebec

11 050 . 6% 7.7
Brass, bronze, nickel and other i
metal products

¢ Quotations represent June 30, 1956 sale prices or the last sale price

prior to that date, Bid and ask guotations are as of June 30, 1958,
§ Add current Canadian Exchange Rate,
l: Dié/idnnd paid in U. S. Currency.

Bid.

Continued on page 26

.ternational

| . ;
. . . an expanding economy . . .

*
INVESTING
IN CANADA?

Consult one of the hundred
member: firms of.

THE MONTREAL
STOCK EXCHANGE

THE CANADIAN
STOCK EXCHANGE

. . . serving the investing
public for over 84 years,

Canada’s Industrial Market Places
Since 1874

For Free Booklet and Monthly Re-
view, write to: The Montreal St~ck
Exchange, 453 St. Francois Xavier
St., Montreal, P. Q., Canada.
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~U.5.Trade Policy Developmenis

By LORING K, MACY *
Director, Bureau of Foreign Commerce
U. S. Department of Commerce, Washington, D. C.

Our foreign commerce head presents a brief showing we have
consistently pursued a steady process of trade barrier reduc-
tion—even in the case of Canada. Mr. Macy furnishes evidence
of our performance in facilitating increased trade — ranging
from tariff reduction, improved valuation and customs proce-
dures, pending rearrangement of tariff schedules in order to
simplify tariff classification to ‘participation in international
- fairs and positive assistance to foreign exporters. He asserts
our limited resort to “escape: clause” does not constitute a
protectionary ‘trend; finds quotas against Canadian goods,
- particularly oil, has not proven itself harmful; and perceives
©in’our economic recovery and growth in the months and years
. ahead raralleled trade growth.

. As a result of the strong per-
sonal interest of President Eisen-
hower, the United States has since
1954 greatly increased the extent
of official
U. S. Govern-
ment partici-
pation. in. in-

trade fairs be-
cause such
fairs have
been found to
promote mu-
tually profit-
able trade re-
lationships.
With respect
tointerna-
tional fairs
the President |
has stated:
“All countries today stand on the
threshold of a more widely shared
prosperity, if they utilize wisely
the knowledge of science and
technology available to this age.
International fairs help to spread
this knowledge, and to quicken
man’s imagination and ingenuity
in the creation of a better life
for all.”

In furtherance of these broad
objectives, and in recognition of
the fact that, although Canada is
now our leading supplier, there
will continue in the future to be
rapidly expanding opportunities
for much larger trade levels, I
am happy to announce that the
United States Government will
maintain an Information Center
at the Canadian National Exhibi-
tion . . . to supply information on
the United States market and to
extend consultative service on
specific trade problems. , . .

Loring K. Macy

Cites Progress in Lowering
Trade Barriers

I believe it would be appropri-
ate to review briefly the develop-
ments in U. S. trade policy which
influence
that market. It has been my
impression that the steady real
progress which the United States
has made in lowering trade bar-
riers has not bheen adequately
recognized and may have been
obscured by undue concentration
on a few instances of some devia-
tion from that -course. )

. Following the enactment of the
Trade Agreements Act -of 1934,
the - policy of the United States
has been directed toward a steady
process of trade barrier reduction
which has been pursued consist-
ently ever since under 10 exten-
sions of the Act for varying per-
iods of from one to three years.
Both the 1934 and 1945 Acts each
authorized the President to reduce
tariffs up to 50% of the preced-
ing existing rates. Succeeding
Acts granted additional authority
at varying and more moderate
percentage reductions. It is an
interesting facet of the history of
our two countries that one of the
earliest agreements that was made
under the 1934 authority was with
Canada, and that this first agree-
ment was made with a full appre-
ciation in both countries that the

s
. *An address by Mr. Macy before The
American Club of Toronto, Toronto,

selling conditions in’

reduction in trade barriers would
be a major means leading out of
the depression that gripped inter-
national trade in-those days.
Under the reduced tariffs estab-
lished through a whole series of
reciprocal trade agreement ne-

. gotiations to date, the average rate
- on dutiable imports now amounts
. lo only about 11%. Approximate-

ly 90% of our dutiable imports
now enter at reduced tariff rates
as a result of those concessions,
and in addition many of the re-
maining imports both free and
dutiable_have been bound against
tariff increases. In the case. of
our imports from Canada the aver-
age ad valorem rate on dutiable
imports is only 6%.

A full appraisal of the United
States taritf level since the in-

ception of the trade agreements:

program should also take into
consideration the fact that the
United States has not adjusted its
specific duties upward in line with
the inflation of prices during and
after World War II. Since the
average prices of United States
imports today are several times
as high,as they were prior to the
beginning of the trade agreements
program, the maintenance of the
specific duties at the prewar lev-
els has very greatly reduced the
ad valorem equivalents. Since
more than two-thirds of dutiable
United States imports are subject
to specific duties, the effect of
these unadjusted rates on the
average tariff level over the en-
tire life -of the trade agreements

program has been about as great
as those of rate. reductions.

(1233) 25

Lowered By About 759
Taking account of the factors
cited, it has been estimated that
over the entire period of the trade
agreements program, U, S. tariffs
have been lowered on an average
of more than 75%.

The present average tariff rate

of somewhat under 11% on duti-
able goods is, of course, a com-
posite of widely varying levels of
duty on individual commodities,
ranging from nominal rates to
some several times higher , than
the average.. However, slightly
more than half -of our dutiable
imports, on the basis of wvalue,
are subject to rates no  higher
than 10%, and approximately an-
other third to rates in the 10.1 to
20% range. Duties in the 20.1 to
30% bracket apply to about one-
tenth of the total leaving only a
small proportion dutiable at more
than 30%.
- I have cited the foregoing data
relative to progress that has been
made to date in reducing our
tariff levels to emphasize that the
long-term trend has been strongly
and steadily in the direction of a
more liberal customs regime. The
accomplishments have been more
substantial than may be generally
recognized, The policy of con=-
tinued 'gradual liberalization has
been re-emphasized by the re~
cently enacted Trade Agreements
Extension Act.

Refers to Extended Tariff Act

The new Act provides for the
extension of the Trade Agree-
ments Act for four years from:
June 30, 1958. It provides the
President with new authority to
reduce duties by any one of three
alternative methods:

(1) Reducing the July 1, 1958
rate by 20%, with the maximum
amount that can be made effec=
tive in any one year 10%.

(2) Reducing the July 1, 1958
rate by not more than 2 percent-
age points ad valorem (or its ad
valorem equivalent in the case of
a specific rate or a combination
of specific and ad valorem duties),
with no reduction in any one year
exceeding 1 percentage point,

(3) Reducing a rate which is
greater than 50% ad valorem
down to 50% ad valorem, with the
maximum reduction that can take
place during any one stage lim-
ited to one-third the amount of
the -total reduction.

Despite, the impression that

Continued on gage 26
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