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% Emromu ?

If bothr-of- the major political partles are com-

plammg about ' public apathy ‘before the fall

campaign: has come to'a close it certainly would
not be strange.: There are of icourse; always

tam local conditions ‘and local candidates’ hkely =4
“find themselves' left at the post. Mr. Tabell analyzes

to liven things up- here and there across ‘the

country, but as to broad natlonal issues and basic ...

choices on mational or -international questions,
there appears to be a remarkable lack of them

this year. The recession-at one time seemed likely
,to supply the Democratic party with ammunition

of a sort, but business is on the upgrade again
and unemployment is-declining. The matter of
Russian advances in science and technology gave
promise for a while—albeit without much logical
basis—but. with our visible progress to date in

space exploration that issue, too, seems to have. .

lost much of its potency. The case of Sherman
‘Adams, whatever its merits, hardly seems enough
to nourish a full blown political campaign.

. The so-called moderates ;in the Democratic
‘party were in fairly effective control of Congress
this year and they apparently held about the
‘same views as the Administration on certain vital
‘questions and cooperated with the President.in
‘keeping the course of legislation largely free of
the more extreme programs frequently advocated
as means of bringing the recession to an end. In
any event the general policy of the ‘Administra-

tion was, and has been from the first, so much

like the New Deal that it does not lie in the
mouths of “modern” republicans to have very

Continued on page 24
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istic View of the
Stoclt Market Omloolt

By EDMUND W. TABELL*

" Director of Institutional Research
Walston - & ‘Co., Inc., New York City

‘New York market ualyst oplmnhcally advises trepida- -

tory investors who ‘wait and worry that they may. well

major doubtful arguments advanced about the short run
outlook, answers’ the question whether present 540 D-J

" has discounted -these arguments, and states there are no

technical deterioration-signs nor lack of cash ‘awaiting a
technical correction. In 1200 issues xtudled, finds major-
ity are forming broad accumulation .areas indicating
higher levels between now and early 1960s. Recommends
investors not try to mastermind the market but to exam-
ine the outlook for individual issues.
The present stock market is best summarized by ‘the

title of a recent magazine article, “The Stock Market
—Is It Too ngh"—~1s It Going ‘High-

er?—Or Both?”. For the near term, .
the best” answe1 is probably a little

- bit of both.-

It is very true that the market
appears statistically high at the pres-
ent time: and could very-well decline
somewhat from present levels, al-
though there are no’ signs of tech-
nical vulnerability. Over the longer-
term, however, it is possible to be

much more definite. When compared _ 4

‘with the price level which will exist
in five to ten years, today’s market
will appear low indeed.

Despite what I.feel -is a clearly
optimistic .long-term outlook, the
present level of security prices cre-
ates.a number of doubts in the minds of investors, These
doubts - are probably stimulated by variations of the

Continued on page 20

Edmund W. Tabell

.*An address by Mr, Tabell before the New York University Men
in Finance Club, New York City, Oct. 9, 1958.

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

A Non-Oplimshc Vxew oi
Sl_ock Market Outlook

By JAMES F.-HUGHES* 5

0 Ragearch. ‘Directer, -
Auclnnclou, Parlur & Redpath, New York: City

Mr. Hughes raises serious doubts regarding the market’s -
ability to keep 1953-1958 bull market going Tor :anether : -
five years on the.basis — despite SEC’s mandute — of
“sudden and unreasonable fluctnations in’the price of.
securities” in the past few years. Market researcher finds

recovery ‘of the average to new highs is due. primarily to
abnormal scattering of major highs for important leading
stocks, and calls attention to unexpected results of fiman-
cial reforms, and the “vulnerable stilt formation” (Aleu,
for example) supporting many high quality issues going
. along _with_the ‘average. 'Names -several- groups that
appear to be at the climax rather than at the start
of a new boom.

An important psychclogical factor currently in.flnenc-
ing the stock market #5 the general acceptance of the
viewpoint that although stocks may
be high now they will be very much
higher five years from now. Accord-
ingly there' is ‘no reason to worry
about any reaction that may take
place within the next few ‘months.
While  some  reaction is generally
conceded as probable, from a longer-
- ‘range investment viewpoint there is
. nothing-te-worry about- -because-the
market will again recover, g
the average to new highs as it has
during the past 12 months” ﬁ'om the
October 1957 lows.:
This opinion, according to the re~
cent article in “Life” on “The Peo-
- ple’s Stock Market,” is held by many

tames F. Hughes = . of the current .generation 'of young

" businessmen making up part of the 500,000 mew cus—

tomers on annual. average that have been getting into
Continued onr page 26
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The Security I Like Best

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

participate and give their reasons

“for favoring a particular security. .

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

ALAN D. WHITNEY

Investment Adviser
Winnetka, 111

Zenith Radio Corporation

This company, whose stock has
been making new all-time highs
almost daily, has many unique
features. Its sales and earnings
are currently
well above
the same pe-
riod in 1957,
and that year
was the best
in its history
for earnings
and was ex-
ceeded slight-
ly for sales
only in 1953.
Financial
position is
strong, with
no capital ob-
ligation other
than common:
stock. Cash resources are more
than double current liabilities,
and current ratio is about 32
to 1.

The company was established
in 1915 by R. H. G. Mathews of
Chicago, as Chicago Radio Lab-
oratory. It went  into -abeyance
during 1917-19 while Mathews
was in service in World War I,
when he met Karl E. Hassel of
Sharpsville, Pa., while both were
at Great lakes Naval Training
Station. In 1919, they re-estab-
lished Chicago Radio as a partner-
ship, and: were joined in the ven-
ture by former Lieut. Commander
E. F. McDonald, of Syracuse, N. Y.,
in 1920. The headquarters and
main plant of the company are

Atan D. Waitney

. gtill in Chicago,. the name of the
" business having been changed to
' the present one upon incorpora=
| tion in July, 1923.

Products include radios, TV sets,

. radio-phonograph combinations,
hearing aids
. parts for all of same. The com=~

and replacement

pany owns exclusive patents on
automatic tuning for TV sets by
remote control and issues licenses

. to others to manufacture same. It
. was introduced in June, 1956. In

1936, the company acquired Win-
charger, Corp. of Sioux City,
Iowa, which still makes wind-
driven electric machinery there
for small power generators for

. farms and other small users. In

1948, it acquired all manufactur-
ing rights of Farnsworth Corp.,
relating to making TV receivers,
radios and record-changers. That

- same year, it also bougi.t Rauland

Corp., a manufacturer of cathode
ray tubes for TV pictures. Rauland
still operates a separate plant in
Chicago.

In February, 1952, the company
applied to FCC to establish
“phonovision” for *“pay-as-you-
see” TV. No decision has yet been
forthcoming, although in October,
1957, FCC finally granted per-
mission to test the process over

.the next three years, in a few

designated areas. The method was
developed by Zeuith in 1947,
when it was first publicly demon-
strated in Chicago. But it has been
vigorously fought ever since by
the three big networks, NBC, CBS,
and ABC. In January; 1958, Con-
gressional hearings on the subject
were begun.

On Sept. 13, 1957, the company
won an agreement with RCA, GE
and Western Electric in settle-
ment of its long-pen~ing patent
and anti-trust suit against them.
The amcunt to be paid by the
t ree former defendants is $10,~
000,006,. payable $1,000,000 a year
for ten years, beginning Oct. 1,
1957. The company also won in
the agreement some. licenses to

manufacture certain products from
each of the above named compa-
nies,

On Aug. 8, 1958, the company
announced that a new amplifier
tube to extend the effective range
of radar, had been developed. Not
long before that, it announced a
self-recharging battery, from sun-
light, for certain of its hearing
aids (while being worn by the
user.) Also recently introduced
is a new behind-the-ear model
which uses only a wired tube to
conduct sound.: to the earmold..

Annual sales have increased

.from $20 million in 1940 to $160

million in 1957, at an almost
steady rate. Earnings per present
share have increased in the same
period from 37 centis to $8.28, with
one deficit of 17 cents in 1946.
Since 1949, earnings have ‘wpt

been less than $5 per present:shake:

of stock, which was split 2-for-1
in mid-1958.

This unique compgany, in so com-
petitive a field, seems ‘destined
for even better things to come:
The loss by death, last May, of its
long-time chief officer, E. ¥. Mc-
Donald, should not have an .ad-
verse effect:’ One of its co-found-
ers, Karl E. Hassel, is still an
active officer and director, while
‘Hugh Robertson, successor to Mr.
MecDonald, has. been, with : the
company since 1923. i

PETER B. B. ANDREWS"
Fairlawn, N. J.

Holophone Company )

Here is a security which I like

best and which at present has its
light- hidden under a bushe;l bas-"
ket. It is the Holophane Com-:

pany, listed i
on the Ameri-
can Stock Ex-
change. The
company is a
beneficiary
from school-
building, hos~
pital-building
and road-
building
through pro-
viding light-
ing for these
fields. In a
study of the
1959 economy,
it is evident
that these three fields are certain
to expand substantially, and thus
furnish the base for a considerable
rise in Holophane Company’s
earnings. k h
The Holophane Company is in a
strategic position to .capitalize on
this increased business, since it
began operation of a new, one-
and - a - half - acre-site plant this
spring for the producution of
plastic prismatic light controlling
products, This plant will particu-
larly help the - earnings to ' be
shown for the second half of 1958
and first quarter of 1959, which
will compare with a period be-

Peter B. B. Andrews

_————
This Week's
Forum Participants and
Their Selections

Zenith Radio Corporation—Alan
" D. Whitney, Investment Adviser,
Winnetka, 111, (Page 2).

‘Holophone Company—Peter B. B.
Andrews, Fairlawn, N. J. (Page
5 o ’

fore the increased facilities were
in operation.

Earnings growth record of the
Holophane Company is strong.
Net income expanded steadily
from $658,462 in 1953 to $1,723,-
947 in 1957, and net income per
share as follows:: 1953, $1.74; 1954,
$2.02; 1955, $2.86; 1956, $3.46; 1957,
$4.56. The Company reports for
fiscal years ended June 30, so that

the report for the fiscal year
ended June 30, 1958, was not as
strong, . inasmuch as it encom-
passed the entire recession, in-
cluding the latter part of 1957 and
the early part of 1958. Since then,
however, earnings have taken a
sharp turn for the better—helped
by business recovery and the
operation of the new plant, which
opened at the end of March, 1958.
Even.so, considering the fact that
the company operated during the
fiscal year ended June 30, 1958,
throughout the . entire recession,
the net income per.share of $3.56
is most creditable. Under the much
more. fayorable situation - and
prospects: now existing, however,

'.net income for the present fiscal
_year is estimated at a new high

in the $5.70 to $6 per share range.

.The stock now sells in the 40s.
very

Financial condition is
strong. :At -the, end of Holophane
Company’s fiscal year, Juné 30,
1958, cutrent’ assets totaled $4,-
472,000, and - current - liabilities

‘were $1,272,000. Cash and equiv-
alent alone-totaled $2,972,000. The -

company has-no funded debt, and
has long: sin¢e retired its pre-

‘ferred stock. The dividend record
‘over the years is excellent. Stock
§ now. is -on a $2 annual basis, but
“in’ view . of strong finances. and

rising currenf .and prospective
earnings, a substantial dividend
increase, plus extras, lies ahead.

A stock split also is in prospect
for Holophane stock. The com-
pany twice in the past has split
its stock two-for-one when it has
been selling around current levels
in the 40s. Two two-for-one split
would bring the shares outstand-
ing from 377,768 to close to 800,~
OOO,I and more than a million
shares would be outustanding on
a three-for-one split, which would
greatly improve marketability of
the stock.

Holophane stock is an outstand-
ing buy, on the basis of its pro-
gressive management, its fine en-
gineering center, good earnings
and finances, and prospects of in-
creased dividends and stock split.
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Specnlahon , Treasury Financing
~ And Bond Decline

By Al BREY G. LANSTON*
Presxdent Aubrey- G. Lanbton & Co i New York Clty :

; i{ead of government bond house beanng hls own. name: (l) :
distinguishes speculation from gambling in defending recently
. criticized- activities of professional speculators; (2) disagrees

with Secy. Anderson’s appeal to nonbanking financial institu- .
- tions; (3) points out speculators ‘bailed-out the Government
" and that they were dehberately and openly

.(4) opposes regulafion..of margin purchases by" non—dealzrs.‘.
In explaining what ‘brought about the bond: market reversal, iy
-~ and how speculation:tends to bg self—correctmg, Mr. Lanston -

.obliquely ' criticizes . some newspaper accounts, 'and - blames.. -
Government’ xmprovndence and its lack of regard for- the small '

* saver for existing dollar-distrust: He cannot see how the nen- -
. ‘banking financial firms can save Government from lts own folly

My remarks will cover three
subjects. Speculation: is ‘one. The
~spotlight thrown on . the:'Govern-
ment securxty market increasingly

over the pase
“.year recently

has empha-
“ sized- the ac-
tivities of
speculators
and, in so do-
ing, may have
created some

wrong im-

pressions—

even- in the

Treasury. Be-

sides, specula-

tion is an in-
tegral and an
essential

arcwerisiic

‘of the func

oning of ‘any market,  particu-

rly. one in which breadth depth
and resiliency are sought,
. Treasury financing operations
over the past 15 months is the
second subject. I plan to demon-
strate that (1) the Treasury in-
vited speculators to underwrite
its: offerings of securities with
a term past- one year and (2)
without a good dose of specula-
tion the Treasury would not have
been able to sell the $261% billion
of securitics with a.term longer
than one year that it sold during
the 11 months -ending last June.

In the course of dealing with
recent Treasury financing, 1 will
deal with the recent unsuccessfui
play -of ‘the speculators and the
disappointing results of what we
mlght call professional specula-
tion, in general.

Finally, I shall refel brlefly to
the real -causes of  the recent
drastic decline in Government se-
curity prices,

‘The day-to-day happenings in
the Treasury security market for
the past year and a half or. so
have increasingly interested news-
paper and other writers. This is-
not ‘surprising.: The decline in
‘bond prices that began in Febru-
ary 1957 and which carried
through to October 1957 was one
of the sharpest,: if not the sharp-
‘est on record—up to that time.
‘It -proceeded to increasingly em-

Aubrey .G.: Lanston

‘barrass the Treasury. 'Much was

.written- about .the' extent of the

*An’ address by Mr, Lanston before
‘the 15th Annual Cerrespondent Bank
-Meeting of The First Pennsylvania Bank-
ing & Trust Company, Philadelphia, Pa;,
Oct. 7, 1958.

price declmes and the Tr:easurys g

dilemma.; - - A
. The subsequent ‘rise in’ prices

that ‘began’ in. October 1957 -and’

continued until April 1958 like=

wise was. just -about the biggest.
thing of ‘its: kind to-- happen to

Government ' security, prices :in
It dumbfounded -

this - country.
many astute. observers. and, -as

they became increasingly unabler :
expectancies:
with' current events, they ‘sought

to - reconcile . their

the rationalization: of - blaming
speculators. This aspect.seemed

to ‘partic¢ularly. intrigue the press ey

and other writers.

Speculation Is Not' Gamblix;g"
When -the . decline :in Govern-

ment . security prices began last -
April, few realized: that this was

only the beginning of “another,

unprecedented -downward* move-"-

ment. The Treasury, its advisers
and most other people were
shocked as the . extent of ‘the

movement unfolded. A lot of peo-" -

ple ‘had to begin to engage in

rationalization .once "dgain, - Thi§ °

time, certain-unusual aspects
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Bank “and Insurance -Stocks

made it easy to blame the specuz =

lators:

Most. people associate the word -

speculator with gambler; There«

fore, it is not unusual to associate °

the. quick .profit sougat- by- a
speculator with the winnings of
amblmO To many, all
“winnings” are immoral. Besides,
what
average person than a-speculafor
who- got burnt?. So, .this aspect’ of
recent market developments was
played to.the hilt -while other
more fundamental
underplayed, or overlooked, by

such ;

I ; g Indlcahons of Current Business Activlty
is more -succulent to the . -

reasons ‘were

Mutual Fund; )
NSTA - Notes

Observations—A. Wilfred May

those who were writing the st01v "

for the. general public, ...
I would like to.ask, a quesixon

Most. of you manage -investment

portfolios. Some of these port-

folios may include stocks as well
in the case of

as bonds. And,
bankers, the assets you manage
will
bonds,
amount- of various types of gov-

ernment securities. Do you - gen= °
Alemen - consider that.you- engage .
in ‘speculation in the handling of

lhese assets?

to yourself, let me offer for your

fconsi'deratiou some .of the defini- |

tions that are to be found in

‘Webster’s. Unabridged Dictionary
Continued -on page 22

include loans as -well -as *
plus a. very  substantial -

BRefore you answel the question, °
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Jefferson Lake Sulphur 6ompany

By DR. IRA U. COBLEIGH

Enterprise Economist

Containing some observations

on this 30-year old coxilpafly

which has substantially broadened its horizons of proﬁtqbility.

Of the minerals of major in-
dustrial importance, probably sul-
phur would rank among those
most inelastic in its demand. New
entrants into
production in
recent years,
par ticularly
Mexican ones,
have expand--
ed the supply
and caused a
dip of around
20% in the
‘basic per ton
price of $30
prevailing two
years or so
ago. Efficient
sulphur pro-
duction over
any long pe-
riod of time has, however, proven
exceedingly profitable. Broaden-
ing .industrial demand, present
stability -of price, and the bring-
ing in of new production in
Canada (with great saving in
transportation cost to West Coast
markets) provide a current back-
ground for confidence in the sul-
phur industry,

Because sulphur is not a direct
consumer item such as cigarettes,
soft drinks o motor cars and is
not advertised over TV like Geri-
tol, few  realize. how important
sulphur is in our daily lives. The
Egyptians, thousands of years be-
fore Moses made his bulrush land-
ing, used sulphur as a cosmetic
and for the vivid paints that
adorned their temples. Ask most
people about sulphur and the only
product using. it they will mention
is matches.” ‘True, matches and
fireworks require: sulphur; but far
more important is its use (mainly
in the form of sulphuric acid) in
the manufacture -of steel, paper,
fertilizer, detergents; ‘chemicals,
plastics, vitamins and rubber,

But - enough-of this documentary
about “what a boon sulphur is to
mankind.. We were going to talk
today-about a particular.producer;
to. wit, Jefferson Lake -Sulphur
Company. K is the third largest
producer . in ‘the United States
with:average 1955/57 production
of 465,000 long:tons.) ‘Texas Gulf
Sulphur-ranks number ‘one; with
average production, for the. same
period, of 3,200,000 ‘long tons; and
Freeport Sulphur, second in rank
with 2,220,000 long tons.) Prac-
tically all of this sulphur was. pro-
duced .along the Coast of the Gulf
of Mexico by the so-called Frash
process  whereby the. sulphur. is
extracted from geological. forma-
tions called *“‘domes,” and driven
to the surface by hot water under
pressure.'A new and most promis-
ing preduction technique has
been: perfected, however, which
extracts sulphur from.“sour” nat-
ural gas. This is a highly impor~
tant development. which we’ll en-
large upon later,

Jefferson Lake has done quite
well in sulphur but it has also
diversified in an interesting way.

Ira U. Cobieigd

It has been researching a new
“Rotosorber” process for extract-
ing gasoline from natural gas. It
did considerable research on the
production of cresylic acid -and
sodium sulphide from wastes of
petroleum plants, which led to the
creation of Merichem Co., now a
wholly owned subsidiary which
should gross around $2 million,
with pretax profits in the order
of 10% this year. A promising
potential exists for expanding use
of cresylic acid for plastics and as
an additive to gasoline,

Jefferson Lake Sulphur is also
a substantial oil producer. It has
properties in Texas, Louisiana and
Oklahoma — 44 wells altogether
with reserves 12/31/57 estimated
at 2.3 million barrels of oil and
11% billion c.f. of gas. Drilling
participations during 1958 is 15
wells are reported to have in-
creased these reserve figures sub-
stantially.

Probably the brightest develop-
ment on the horizon at Jefferson
Lake is its new Canadian sub-
sidiary (69% owned) called Jef-
ferson Lake Petrochemicals of
Canada Ltd. This consolidates un-
der one corporate roof earlier
operations in three areas—Peace
River (in Alberta and British Co-
lumbia), East Calgary and Savan-
na River in Alberta. The opera-
tions of this company. is efficient,
logical and profitable. Jeff of
Canada produces sulphur from
sour gas and sells the residue for
pipeline use. The gas is run
through a gas extraction plant

separating the hydrogen sulphide

{from the residual volatile pipeline
gas. The hydrogen sulphide is
then chemically converted into
sulphur, in an adjoining plant. A
plant is already in operation at
Peace River with a capacity of
300 tons per-day, drawing its raw
material from natural gas pur-
chased from Pacific Petroleums
and from West Coast Transmission
Co.; and another plant of identi-
cal capacity is.to be built at' East
Calgary, with gas supplied from a
sizable field owned jointly by So-
cony-Mobil and Jeff of Canada.

The Peace River operations be-
gan in November of 1957 and were
slow getting under way until the
railroad line to the plant was
completed this summer. The plant
is an exceedingly efficient one
with an actual production cost
of somewhere below $5 a ton.
Adding heavy depreciation, ‘sales
qu shipping costs, the total cost
figure runs in the neighborhood
of $12,50 per ton against present
plant selling price of $23.50.

The - attractive features -about
Jeff of Canada include a huge
supply of the raw material, nat-
ural gas, readily available, a ris-
ing Pacific Coast demand for sul-
pl}ur, and a present arrangement
with Wpst Coast Transmission for
gas delivery of 50 to 100 thousand
MCF per day over a 20 year
period, - -

About reserves, it is really too

). S.

t

LAIRD, BISSELL & MEEDS

(New York)
AND

STRAUSS & Co.

(San Francisco)
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early for accurate determination
of the total potential. In the Cal-
gary field, 'some 80,000 acres,
which Jetf of Canada operates as
a “farmout” from Socony-Mobil,
reserves of sulphur have been es-
timated at 11 million tons, and of
pipeline gas 1.7 trillion cubic feet.
Further drilling now under way
may expand these estimates and
demonstrate a dependable supply
of pipeline gas of such magnitude
as to permit larger deliveries to
West Coast under the existing

contract for deliveries commenc- !

ing 1/1/60.

Thus, in respect to supply and 7

sales, Jeff of Canada has a bright

outlook and its future is of major ¢

significance to snareholders in

the parent company. Jefferson ’

Lake Sulphur Company owns 1,-
400,000 common shares of Jeffer-
son Lake Petrochemical. In addi-
tion, 600,000 shares were publicly
offered earlier this year by in-

vestment bankers, 300,000 in the

U. S., and 300,000 in Canada at a
price of $5.71 per share U. S. cur-
rency. These shares were well re-
ceived by investors, and in over-
the - counter trading are now
quoted at around $10.50 in New
York. Accordingly, current ap-
praisal of Jefferson Lake Sulphur
must take into major account the
importance of its Canadian hold-
ings.

The capitalization of Jefferson
Lake Sulphur Company is made

‘up of $8,076,375 in funded debt,

$942,150 par amount in 7% pre-
ferred stock, followed by 743.844
in common, listed on the New
York Stock Exchange. For each
share of Jefferson/Lake Sulphur
there is a company holding equiv-
alent to 1.88 shares of Jefferson
Lake Petrochemicals. At present
market valuation of 10% (over-
the - counter), 1.88 shares are
worth $19.74. Deducting that from
the market price of Jefferson
Lake Sulphur common, . $32.50,
leaves a valuation of but $12.76
per share for the entire properties
and assets of the parent company,
excluding its Canadian: invest-
ment. This, by -any  standards,
seems to- be a substantial under-
valuaution, as company reserves
of sulphur, oil and .gas in-the
United States alone, would surely
be worth at least $30 a share,

" Jefferson Lake -Sulphur (Stock
Exchange symbol JEF) earned
$1.57 a share in 1957. The first
half of this year was a disappoint-
ing one resulting in a small defi-
cit. . This, however, was due to
the fact that Jeff of Canada
couldn’t sell and deliver sulphur
until the railway line came in.
Heavier depreciation charges
($584,000) further reduced the

net, and a strike affecting a major"

customer of the -chemical divi-
sion, reduced net from that source.
And, of course, the lingering re-
cession slowed down sulphur de-
mand in general,

On all counts, however, the
outlook has now brightened. Com-
petent analysts have predicted
earnings of some $2 a share on
Jeff of Canada alone in 1960—
equivalent to about $3.75 per
share for the. parent company
common. While today, appraisal
of JEF common might seem to
stress a substantial market under-
valuation of its reserve assets, the
future might well deliver a quite
dramatic increase in earning pow-
er. Present dividend rate is 6%
in stock. JEF sells some 30% be-
low its 1957 high of 4734; and it
has a much broader horizon of
profitability today—including the
possibility of a rise in the price
of sulphur.

. Two With Mitchum, Jones

(Special to THE FINANCIAL CRRONICLE)
LOS ANGELES, Calif.—George
M. Burke and John H. Grobaty,

India Monetary

Highlight Aid Expansion

By A. WILFRED MAY

NEW DELHI, INDIA — “The.

world is in a political sense
divided in various ways today.
And yet the major division of the
world today,
I think thereal
division is the
industrialized
or the de-~
veloped com=-
munities, and
the unde-
veloped
communities,
That is the
real - division
of the world
today.” These
words from
Prime Min-
ister Nehru
in his address
opening the annual meetings of
the International Monetary Fund
and the World Bank are highly
signifiecant in expressing the inter-
national economic thinking in

A. wutrea May

many areas, non-Asiatic as well as

Asiatic — with Washington going
along in the direction of expanding
the international ilow of capital
and credit to the Have-Not coun-
tries. In the area of the Fund’s
activities, wholly apart from- the
ogain repeated pleas for greater
lending {flexibility by the Have-
Not countries, we this year have
the prospective adoption of -the
Eisenhower - sponsored ~ proposal
for enlarging its resources through
a general increase in the quotas of
the member countries, presum-
ably by 50%. This certainly. con-
stitutes another facet of “inter-
national “aid.” Members must put
up 25% in.gold and 75%: in:a
country’s own currency, with the
latter payable in “IOU” notes. So
the direct bill to - the- United
States in aid or, euphemistically
“international investment,” will
be $1,375 million, with about $350
million of it in gold—a Budgetary
item requiring an appropriation.

Besides, the relative burden on
the. U. S. and the other creditor
countries may be increased addi-
tionally. Changes -in quotas are

governed by the Fund Articles of.

Agreement, which provide ‘that
the obligation to pay 25% of the
increase in gold is not applicable
if a country’s monetary reserves
are less than its new quota, in
which case the percentage may
be reduced. :

In general, monetary reserves
are equal to gross holdings of gold
and convertible currencies; -and
from these gross holdings a net is
computed by subtracting currency
liabilities to other countries. In
many cases, the published figures
on reserves do not set forth the
true position; for example, they
may perhaps not show dollar
holdings as distinguished . from
sterling. The stated gold reserves
{figure can also be deceptive be-
cause the gold may already be
pledged. And there might even be
some difficulties regarding coun-
tries having sterling; since sterling
is not convertible unless Britain
makes gold available.

In any event, assuming that
assent will not be given to Bra-
zil’'s proposal of the privilege of
offering its stocks of ccffee in
lieu of national currency in a
commodity- collateral systern, or
to the Pakistan plea to.stabilize
the price of jute, it must be as-
sumed that some countries will
experience difficulty in coming
through with their subscriptions
properly — thus increasing the
proportionate: burden of the
United States and the other credi-
tor countries,

The companion pending pro-
posal to double the authorized
capital of the World Bank, will
create an additional contingent
liability for the United States of
either $21% billion or $314 billion.

Another Aid Adjunct

Another aid expense item nat-
urally getting attention here this
weelk since it is to be an affiliate
of the World Bank, is the Inter-
national Development Association
(which has grown out of the Mon-
roney proposal) to- make long-
term loans for industrial de-
velopment, with provisions for
repayment in local currencies.
“This particular scheme is best
regarded as an adjunct to Ameri-
can foreign aid, in which political
considerations vie with economic
considerations,” is its charteriza-
tion -by the London' “Economist.”

During discussion of interna-
tional financing here, one is re-
minded of various projected other
additions to the existing items
now. making up our nearly $2 bil-
lion', total  (including -“Aid for
Defense”) as the: recently estab-
lished Development . Loan Fund,
economic aid. under the Mutual
Security . Program, PL 480 sales
of agricultural commodities and
operations of the Export-Import
Bank which bid’ fair to°be main-
tained at around last year’s' total
of $855 million, 'Additional out-
lay. possibilities ‘Tun ‘the gamut.
from enlargement of the United
Nation’s Technical Assistant pro-

gram, including the. creation of ..

the- Special Fund to $100 million
to “enlarge regional development
programs, to conceivable “aid fo;'

the French franc.

Joins ‘Trust Securities -

BEVERLY HILLS, Calif.—Trust
‘Securities Corporation announces
the appointment of. G.: J. Cairns
as a representative of the firm in
the. State of California., Mr.
Cairns has been in the.investment
business: for the past eight years
on the retail level. He was pro-
prietor of G. J. Cairns Company
in Smithtown, L. I, N. Y., and
prior to opening his own business
he was Division Manager of H. L.
Jamieson Company in-San Fran-

cisco and Zone Manager of In-
vestors Diversified Services, Min-
neapolis. He will make his head-
quarters at 450 North ‘Camden
Drive,
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- Some Recent SEC Activities

" By EDWARD

N. GADSBY*

Chairman,. Securities and Exchange Commission

SEC regulator outlines suggested changes, based on the Com-
mission’s 25 years of regulatory experience, in rule making
powers, and amendments to SEC acts of 1933 and 1934,
Investment Company and Investment Advisers Acts of 1940
and Chaps. X and XI of Bankruptcy Act, that will be re-intro-

duced to Congress next Jan. 7.

Promising full and determined

direct and cooperative effort to wage war on confidence men,
“boiler rooms,” and certain syndicates, Mr. Gadsby places
particular stress on enforcement activity and notes that heart-
ening cooperation from Canada has, however, caused illegal
operators to turn up in Cuba and elsewhere,

With reference to proposed
amendments to the Commission’s
rules, let me first restate some few
axioms sometimes forgotten or

overlooked by
those who deal
with the Secu=~
- rities and Ex-~
change Com-

mission on .a.

day to day ba-
.. sis.” The first
- and most basic
of these con-
cepts is the
fact that. our
. rule making
power is not
without its
limits. . The
Commission
may legislate
by adoption of rules only within
the framework of the powers en-
trusted to it by the Congress. It
~ may not add to the statutes by
‘rule.e, but it has the statutory duty
to implement them. The remedy
for'an inadequate statutory dele-
gation of power is by amendment
of the statute, and not through the
adoption of rules. :

Except for matters of internal
management and certain other
things here immaterial, the Fed-
eral Administrative Procedure Act
requires publication of notice of
rule making and an opportunity
for submission of views by inter-
ested persons. In addition, the
'Qommission, ‘as-a matter of prac-
‘tice, directs numerous individual
notices to persons who have indi-
cated an interest in the subject
matter of any proposed rule. We
actively seek and greatly appre-
ciate any constructive comment
.which may be pertinent either in
favor of or against any proposed
rule. Such opinions, particularly
when expressed by theexperi-
enced members of your own or-
ganization, are given great weight
'v\(hen we consider whether a par-
ticular proposal is in the public
interest.

. Edward N. Gadsby

Varying Sales Loads

With these few and probably
unnecessary introductory remarks,
I should like to direct your atten-
tion to the concept of a “single
offering price” described in Sec~
tion 22(d) of the Investment Com-
pany Act as it relates to the ques-
tion of permissible variations in
sales loads imposed on purchasers
of investment company shares. In
this connection the Commission
issued a notice last May of a
proposal to adopt a rule (Rule
N-22D-1) to clarify and codify its
practices of permitting varying
sales loads either through admin-
istrative interpretation of Section
22(d) or through orders of exemp-
tions from the provisions of that
section granted under Section 6(c).

Section 22(d) of the Investment
Company Act prohibits a regis-
-tex:ed' investment company, its
principal underwriter or a dealer
in its shares from selling its shares
to “any person” except “at a
current public offering price de-
scribed in the prospectus.” This
‘section was clearly intended to
prevent discrimination among

*An address by Mr. Gadsby before the
:41st Annual Convention of the North
.Amer!can Securities Administrators, Mex-
ico City, Sept. 27, 1958,

b ://fraser.stiouisfed.org/

purchasers and to provide for or-
derly distribution of such shares
by preventing their sale at a price
less than that fixed in the pro-
spectus. In an opinion of the Com-~
mission’s General Counsel issued
in 1941, Section 22(d) was con-
_strued as permitting continuance
of a long standing practice of the
industry under which graduated
reductions in the sales load had
been granted, depending upon tne
quantity of shares purchased pro-
vided that such quantity discounts
were clearly ‘described in the pro-
spectus and were available to any
members of the public on a non-
this interpretation, the Commis-
discriminatory basis. Pursuant to
sion has permitted quantity dis-
counts to be quoted on purchases
by an individual at one time of a
dollar volume of shares in excess
of a fixed amount, say $25,000.. It
has also allowed quantity discounts
on volumes computed on the basis
of the aggregate of the shares pre-
viously  acquired and then owned
plus the shares being purchased,
and also on the basis of so-called
“letters of intent,” in which the
purchaser undertakes to purchase
the required amount over a lim-
ited period of time in order to
qualify for the reduced sales load.
It has further permitted the ag-
gregating of purchases by related
individuals, such as members of
a family, in order to make avail-
able the quantity discount., Ques-
tions have-arisenr under ' these ar-
rangements as to theé propriety of
permitting quantity discounts to a
trustee or other fiduciary or.agent
who purchases for more than one
account. Quantity discounts have
also from time to time been ex-
tended to a representative acting
on. behalf of a group of individu-
als such as members of a medical
society or'a college faculty. In
rationalizing such a practice, the
Commission has regarded the fi-
duciary or other representative
making the purchases as a single
purchaser and thus to be “any
person” as the term appears to the
statutory language, provided that
the grouping of purchasers was

- voluntarily - arranged without in-

ducement by the issuer or its sales
representative.

Complaints About Grouping of
Purchases

It has appeared necessary, how-
ever, to reconsider these deter-
minations and to review existing
industry practices in view of some
complaints made to us in connec-
tion with such groupings of pur-
chases. It has been found in many
instances that the grouping has
been solicited or encouraged by
the investment company. It has
become increasingly evident that
reduced prices are not being
granted to a single member of the
public based upon the quantity of
the shares being purchased, but
rather to the aggregate purchases
of several or numerous individu-
als comprising selected “classes”
of persons, contrary to the spirit
and intent of Section 22(d). An
important consideration in this
situation is the danger, if not the
positive certainty, that prospec-
tuses will not be furnished to all

of the individuals comprising the

group, in violation of the disclo-

sure requirements of the Invest-

ment Company Act and the Secu-
rities Act. : : '

As I mentioned, the proposed

_Rule N-22D-1 was drafted and

circularized for comment: among
the industry in May, 1958. Com-~
ments were received from some
45 persons, including several ‘state
regulatory authorities, representa-
tives of various trade groups, in
vestment companies, dealers and
attorneys.” Some ten appearances
were entered at the oral argument
held on the proposal before the
Commission on July 23, including
representatives of - the National
Association of Securities Dealers;
the National Association of Invest-
ment Companies, various funds,
management companies and other
associations.

Proposed Revision

The proposed rule provides in
part that quantity discounts will
be permissible when granted in
accordance with a scale of reduc-
ing sales’'load varying ‘with - the’
quantity of securities ' purchased
py any person and based on (1)
the aggregate quantity of securi-
ties being purchased at any:one
time or. (2) the aggregate quantity
of securities previously acquired
and then owned plus the securi-
ties ‘being purchased. The term
“any person” is defined in the
Rule to include (1) an individual
purchasing securities with his own
funds for himself and members of
his immediate family and (2) a
trustee or other fiduciary purchas-
ing securities for a single trust-
estate but regardless"¢f'the num--
ber of beneficiapies. ‘The proposed
rule expressly;provides “the term
shall not include a group of indi-
viduals, acting jointly or through
a trustee, agent, custodian or other
representative.” It also draws the
line at the granting of special dis-
counts to officers and employees
of the issuer or the sponsor.

“Letters of Intent”

In the written comments and at "
the oral argument, objections to
the proposed rule were raised in
connection with the elimination of
quantity discounts based on the
so-called “letters of intent.” It
was pointed out that as a practical
matter it. would be impossible in .
most instances for a dealer . or
broker selling shares of a mutual
fund to grant a quantity discount
on the aggregate of the shares al-
ready purchased and then owned
plus the amount being purchased,
since there would be no way of
ascertaining the total number held
by the prospective purchaser.
Aside from the few companies
which have direct sales organiza-
tions and maintain complete rec-
ords in their home offices of all
sales and redemptions made by
purchasers of their shares, there
would be no source from .which
the seller could readily obtain in-
formation to verify the present
holdings - of 'a " prospective  pur-
chaser. : .

On the other hand, most of the
representatives of the industry felt
that.purchases pursuant to a.“let-.
ter of intent,” if the practice is
properly safeguarded, would  be
the most practical and effective
method of offering a discount
based on. purchase' of .a certain
quantity of shares. It was argued
that the additional shares to which
the purchaser might be entitled
by reason of the saving resulting
from the quantity discount could
be held in an escrow fund until
the entire program had been com-

pleted,'or if the full sales load was '
to be charged on’ each purthase,
the difference between the stand-"

ard' sales load and the lesser
amount to which the purchaser
would be entitled as a quantity
discount could be held in an es-
crow fund to be delivered to the
purchaser on the completion of
the program. In such event, it
was felt that there would be no
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possibillityv of the purchaser re-
ceiving a discount to which h
might not be entitled., - g

Defining “Any Person” .

_In addition, it was suggested
that the period to be covered by
such letters of intent should be
limited to some definite period,
such as 13 meonths. It was also
forcibly argued that the term “any
person” should be defined so as
to include the spouse and minor
child or children of the purchaser
so that the discount might be based
on' the total number of shares held
by the entire family unit. Some
criticisms: were -alse: advanced as
to other parts of the proposed rule
emphasizing ‘th e considerations
which had led to the existing prac-

-tices, and seme further restrictions

were urged such as. a limitation
upon,” special ‘treatment  of .pur=
chases by tax-exempt charitable
organizations, -

. The proposed rule is now under
active: reconsideration.by. the Di-
vision of ‘Corporate -Regulation in
the light of the comments so re-
ceived, and it is.probable that,
after further consideration by the
full Commission a rule of the gen=
eral nature of that submitted will
eventually issue, though possibly
with some modifications to. meet
the more reasonable of the critie
cisms ‘which have -been made. In
such event, it - will no lenger be
necessary to petition for special
orders in order to:legalize special
discounts in certain cases, as has’
been done repeatedly .under the
existing situation. -

Problem. of Assessable Stocks

. One - troublesome .problem con=
fronting the Commission relates
to the application of the Securities
Act of 1933 to assessable stock. It
is true that assessable stock is not
used as widely as it once was, and
it is not available under the laws
in many jurisdictions, However,

Continued on page 28

German External
1949 (the Dawes

External Loan of
External Loan of

January 1, 1946.

(4) above.

October 14, 1958.

Conversion Office for German Fo

 FeperAL RepusLic OF GERMANY

Notice to Holders of Dollar Bonds and Coupons
of the Following Issves:

Loan 1924, Seven Per Cent. Bonds, due October 15,

Loan). .

1926, due September 15, 1951.

1927, due October 15, 1952.

German Government International 5%2% Loan 1930, Five and One-half
Per Cent. Bonds, due June 1, 1965 (the Young Loan).

The Free State of Prussia (Freistaat Preussen) 6%2% Sinking Fund Bonds,

The Free State of Prussia (Freistaat Preussen) 6% Sinking Fund Bonds,

reign Debts, 3% Dollar Bonds, due

The Federal Republic of Germany, by an Offering Circular dated October 6,
1953, made Exchange Offers to the holders of the outstanding German Dollar Bonds
of the issues listed above (and appurtenant coupons) to be validated pursuant to the
procedures for validation of German Dollar Bonds. The Exchange Offers were
made pursuant to the London Agreement on German External Debts, 1953; and its:
Annex I, between the Federal Republic and the United States, United Kingdom; <~
France and other interested Governments.

Announcement of these exchange offers was published in the “Commercial &
Tinancial Chronicle” on the 15th day of October 1953.

Reference is made to that announcement and attention
is drawn to the fact that the exchange offers will
expire at the close of business on December 31, 1938.

Further information is contained in the above-mentioned O ffering Circular, copies
of which may be obtained from the following Exchange Agents:

J. P. MORGAN & C0. INCORPORATED,
23 Wall Street, New York 8, N. Y.
for the Issues listed as (1), (2), (3) and

DILLON, READ & Co.,
48 Woll Street, New York 5, N. Y.
for the Issue listed as (5) aboze.

For and on behalf of

the Federal Minister of Finance

by DR. SEIDLER
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A Tribute to a Great Man

“VALE! VALE! VALE! DEUS TECUM.”

One of the great men of this century, Pope Pius XII,

. passed on to his eternal reward Thursday, October 8,
- 1958, at 3:52 a.m., following a second stroke.
; For a week, the Christian world had breathlessly
kept vigil at his bedside but the long ailing Pope finally
. succumbed to nature’s demands at Castel Gandolfo, his
summer residence, 18 miles from Rome, in his 82nd year.
During these warring years, the world was fortunate
indeed to have as the spiritual leader of nearly half a
- billion Catholics such a man as Pope Pius XII who lived
“-and worked for Peace, the defense of Religion and Civili-
zation, and who waged a stalwart fight against the false
“ ideologies of Communism and Fascism which threaten to
- obliterate our religious institutions and our- freedoms.
Secor:d only to the efforts of the United States of
- America, the Roman Catholic Church, under the leader-
ship of the Holy See, has been the most militant force in
: the world to combat Communism.
, Those . of us who are, members of the Protestant,

Jewish and those of other faiths are indebted to the Holy*

. Father and his Church for their noble efforts to preserve.
- the sacred things which we all revere and cherish most
" in our'life.

For- over a' quarter of a century, Pope Pius’ astute’

- statesmanship and humanitarianism has. been. as world-

 wide and beneficent as was his outstanding influence for

the love and peaceful brotherhood of all nations and peo-
- ples under God!

As might be expected, the late Pope did not live a
cloisteréd life either before or after he became Pontiff. His
travels to the United States, South America and in Euro-
pean countries proved his Holiness to be a friendly,
approachable personage,who loved the humanities and the
common man.

As the world’s best known religious personality, Pope
Pius XIT was loved for his sanctity, his humility, piety,
compassion and unselfish ministrations throughout the
19 years of his life as Supreme Pontiff of the Roman
Catholic Church which today numbers within its fold
nearly one-fifth of the world’s population.

Last Monday, October thirteenth, church bells- all
over Christendom tolled'their last farewel] for the “Pope
of Peace,” born Eugenio Pacelli, in Rome Ttaly, who later
as Pontiff graciously admonished the world to “do justice,
love mercy and walk humbly.” On that day the Holy
Father was laid to rest in St. Peter’s Basilica in a crypt

believed to be within a few feet of the body of the

Apostle Peter, the first Pope of the Roman Catholic
Church. . s

The modesty and lovable character of this saintly
man may be judged by reading his w111 in which Pope
P1us declared:

“I humbly ask pardon of all whom I may have offend-
ed, harmed or scandalized by word or deed. . ..

I nume as my universal heir the Holy Apostolic See,

from which I have had so much as from a lovmg

Mother.”

When the historic records of this century are com-

pleted, one man, notably Pope Pius XII, will be remem-.

Catholics and those of other
faiths with deep veneration and reverence for hlS lovmv ,

bered by Protestants, Jews,

services for God and mankind.

—ALEXANDER WILSON.

Member,” the “Chronicle’s”
i Editorial Department
October 8, 1958 P "

o
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Steel Production
Electric Output’
_Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

| The: _
State of Trade
and Industry

A current release this week by the Federal Reserve Board
shows  that the nation’s Gross National Product considered the
broadest barometer of industrial and business activity climbe:i to
an annual rate of about $440,639,000,000 in the third quarter from
$429,000,000,000 in the preceding quarter. The prospects are good
that it will xcach $450,000,000,000, a record, at the close of the vear.

Government economists see in. their calculations a broad
recovery proceeding at a good pace, with nothing in sight at pres-
ent to prevent the Gross National Product, the value of all goods
and services, from topping in the fourth Quarter the previous
record of $445,600,000,000 annual rate, reached in the third quarfer
of 1957.

A $440,000,000,000 Gross Nauonal Product in the third quarter

2 \vould mean that about two-thirds of the ground lost during the

recession has been recovered. The-annual rate of the, Grass Na-
tional Product fell to $425,800,000,000 in the first quarter of this
year. While some of the gain since then is undoubtedly due to the
continued rise in puces Government e;on01nlsts_Aneverthelcss
think the advances in real terms.are significant. There is a good
possibility that the annual’rate of the Gross National. Product for
the fourth qu'uter of this year’ w111 top. the previous. high in ‘real
terms.

In the third quarter, nearly all the major economic-indicators
showed significant advances, Government -economists’ point out.

Industrial ‘production, as:measured by the Federal Reserve
Board's seasonally-adjusted index,'was up.to 137% of the 1947-49
average in August. This was 11 points . above the recession low in
April—five points of the ‘gain being recorded in July-and Augusi.
Federal . specialists expect’.the: Scptember 1ndex, due latel this .
week, to show a further -advance. .

. Govemmcnt economists 1ep01t a drop of nearly 600,000 in
unemployment in" the 'month’ to mid:September. The morc-than-
usual -decline,-‘about- twic¢é ‘the: normal seasonal am()unt, pushed

- down the jobless total to 4,100, 000 the lowest. thxs year.

The report by the United' States Departments. of Commezce
and. Labor -said about 300,000 of this' decline, came-as.a result ol
the hiring of workers 25 years old and .over; considered:by Gov-
ernment officials as the “family breadwinners”
The upsurge. in hiring cut this class of jobless to 1,800,000, the
first time it has fallen under the 2,000,000 mark, this year: On a
scaqonally adjusted basls, the: Govcrnment reported,-“this' was the
first suszlcant drop in unemployment among- -adult men since the
recession began last year.

However, initial claims for unemployment compensatwn a:

measure of new layoffs, rose by 20,600 during: the week: ended
Oct. 4 ‘to a total of 277,9C0. TheAdepartment added,.this increase
was a normal,

claims rose by about 23,000 to 264,500. ‘The figures for new claims

-come faster than those for the number of workers drawing com-

pensation because payments are not made until a weeck after
claims are filed.

Inventory rebuilding is gn’mg the steel malkf.t pickup “an
added push states “The Iron Age;” national metalworkmg weekly
this week.

It noted that more steel buyers' this week have begun to re-, .

build their stocks in’ view of the gathering strength of the market.
These buyers are hedging against a p0551b1e supply pinch later in
the year.

“Steel mills report business a lot better than they had [
pected despite scattered.strikes in the auto industry,” says “The
Iron Age.” “October business is better than September’s and:
November orders are coming in at'a good pace. For some mills
last week was the best for the year to date.””

Steel market -analysts: declared - that inventory thinking has
turned in the direction of greater steel stocks. They estimate
steel users will buy a minimum of 200,000 tons over and above
actual production needs in fourth quartcx with a possible maximum
of 1,000,000 tons.

- Even if the top figure is ught " continues this trade weekly,
“there will only be about four days supply added to stocks. Allow-

~ing for increased production, many plants will-end the year with

shorter reserves than they have now.”

The metalworking weekly pointed out that the market picture.
in the next'few months could easily be the exact reverse of what
it was earlier in the year, when user inventories were on the way

«down. -At that time the mills were battling on two fronts, inven-

tory cutbacks and a slow economy. With business generally now
on the upswing, inventory rebuilding would be all the mills need

 to carry their market through a strong .fourth- quarter.

Auto plant shutdowns over. local labor issues are: tending to
be a drag on the market, but not. enough. to. show- the upward
trend. Some auto plants have asked. the mills to delay shipments
pending settlement of the walkouts.
demand is still- goed.

Contributing to mill optimism is the fact that their market is
getting stronger desbxte the lack of orders from two major indus-

_ tries, the railroads and oil and gds. - These industries are expected
-to return to the market late this year or early next year.

Meanwhile, more steel companies report a growing backlog of
orders for some products, espemally sheets and strip,- galvanized .
sheets and bars. This reflects increasing demand from the appli-
ance, farm equxpment and automotive industries.

At $4,800,000,000 in September, the total dollar value of new
construction put in place matched the record set in. .August, the
United States Dopartments of Commerce and Labor report. The'

‘George C. tacUonasu - .

in“the-labor force. .

seasonal trend. because of the' fall. slowdown in 2
seasonal industries. In the corresponding week-a year ago, initial

However, overall automotive-

Thursday, October 16, 1958

~McLeod, Young, Weir -

Office in New York

McLeod, Young, Weir, Incor-
porated, an affiliate. of McLeod,

. Young, Weir and Company, Ltd., .

Toronto, have opened an office at

Y. nouson

15 Broad Street; New York City.
McLeod, Young, Weir,* Incorpor-°
rated have been “in “New " York -

since 1932 with offices at the First

Boston Corporation and have par-
ticipated actively in the under-
writing of Canadian Government,
‘Provincial “and - Municipal -bonds.
‘They' have also. participated “at
‘times. in  the. underwriting ~of
American: domestic securities. The
new office: will continue’ to- have'
~an-active -interest in. these areas
‘as.well.as:in the trading.of Cana-
‘ian; securities. on' a.'day to day
basis.."An _extensive private wire

system connects the New: York: o‘t- Ry

fices 'with" financial: centers ‘in ..
Canada from coast to coast. Me=-
Leod, Young, Weir, Incorporated
office will be under'the manage-
ment of George - C. -MacDonald,
President.” Other: executives “are:
Fremont W. Robson, James-A, M.
Stewart, Donald R. Johnston. -

W. C. Porter Named

Pres. of Dittmar Co.

SAN ANTONIO, Tex —Wllham
C. Porter -has been elected ‘presi-
dent, of Dittmar. & Co., Inc.. 201
North St. Malys Stleet succeed-

ing the late. .
. Elmer A. Ditt-

‘mar, who

: passed away

Sept.‘ 18. :

~ M. Porter™®

joined the

“Dittmar firm’s

Dallas: : office

in 1946, after

his graduation

fiom S, M..U.

ard four years

later came to

San Antonio.

He had been

a close associ-

ate of Mr.

Wiidan o o L

- Dittmar and had been a vice-

president of the firm since 1946.
He is a governor of the Invest-

ment Bankers Association, in

.which he has long been active.

Walter N. Mathis, a vice-presi-
dent, has been elected treasurer
and also a director.

Other officers are William A.
Jeffers, Philip R. Pattison and E.
W. Franklin, vice—presidents. Mr.
Jeffers also is secretary. Mr.
Franklin is manager of the Dallas
office.

Mr. Porter announced that Carl
M. Loeb, Rhoades & Co., will
serve as New York correspondent
for Dittmar & Co. He said the
.arrangements were made . with
-Loeb, Rhoades in order to pro-
.vide complete facilities for mar-
.gin accounts, short sales and other
phases of investment banking and
to obtain more extensive research
opportunities adapted to individ-
ual ‘and institutional investors.

Three With Hall & Hall
(Speeinl to TRE FINaNc1AL CIIRONICLE).
FRESNO, Calif. — Vern H.
Bohigian, Carl Steinhauer and
‘Stanley A. Steinhauer have be-
come associated with Hall & Hall,

gitized for FRASER
p://fraser.stlouisfed.org/’

. Continued on page 26 ‘Bank of America Building.
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What Do We Learn |
From Recessions?

By CARROL M. SHANKS~*

Presndent ‘The Prudential Insurance Company of Amenca
Newark, New Jersey

city . was--growing, businessmen
with' expansion .on their minds °
were considering the Indianapolis
~area, and. all the statistics -in-
dicated that a decade and more
. of planning had really begun to
pay off. - »

But by the end of 1956, many
consumers had bought all of, the
automobiles, all of the refriger-
ators, all of the appliances they
wanted. They had bought to the

. hilt on"long, easy terms. In some
“cases, they had been over-pres-
sured,” and to some extent had
simply grown weary of buying.
In 1957, consumer . disinterest in

“'durable. goods. was. joined by a

_“cutback in- business purchases of
-.durable ' equipment.. These cut-

. ‘backs hit Indianapolis particularly
hard -because - durable goods "are
the - lifeblood of most of your

“:manufacturing — and manufactur-

-ing’accounts for fully a third of
~your, ‘economy.. . When . Federal
Government - expenditures - were

; these -adjust~..concentrate’ today on ‘the lessons reduced in mid-1957, this affected

~—ihents For‘ while;. this last.one -which " the private .sector of: thé another. major sector of your
X Was ‘widely. dlscussed as -some- economy can learn:from the 1e-feconomy

‘thing . differ- " e ; cessmns of - the postar perlod FmtunatelyJ the last few months

ent from those . - ~have :seen -an impressive turn-

that had gone. , Two yea.rs ~ago’ for example, around, and- there are now signs
¢ before. - Econ- Indianapolis was' enjoying’a’ high. of real.progress, . " -

1 ;-;o‘mist.s. X e~ level : of -prosperity. It ‘appeared . :Now.is the time for all ‘of us
“ported that that everything was going to work. to .stop. and .think. Can ‘we plan

‘this last reces- out as -planned. “While . a’ wide 'a program that will have at least

“sion was not variety of other cities across the an.even chance to establish a
- the classical country -were ‘ continuing  to.'slide * steadily . improving, but soundly

type, . that it downhill, Indianapolis. had.based, prosperity? What sort of

did mnot arise checked ‘“the “forces of * urban” busmess -planning is likely to
« from the usual- deterioration 'that were. ‘causing prévent ‘our repeating -the same

<causes; in- other areds so‘much’trouble, and ‘mistakes which:have led us in the

stead, they : you were on ‘your .way. Busmess past’into ‘alternate periods of in-

;g?fifg}e;tt VXS‘; was good, pavrolls were high, the ‘flation and recession?
would require . Carrol M. Shanks '

Tnsurance head recounts four major lessons learned from the
_experience of our three post-World War Il recessions.. Mr.
~-Shanks cites need for better -inventory, plant ‘and. equipment -

policies; notes importance of the -consumer and stability ‘of :

- his: purchues, finds ‘governmental control techniques, par-

ticularly in price stability, have been meffechve, and advises
* ‘on ‘the value of diversification. He reviews what can be done <

-so_that we ‘would not repeat . the errors -of ‘businessmen who

prior to the last recession became .so imbued - with the: future -
- that they cast -caution" aside, built inventories far too high and
“embarked on capital programs based on naive over optimistic
: extennons of -the rate of -growth of sales dunng the beom. - -

_,..We are.. .just mow recovering. nomic ‘acti T4 I1d like .t
, from  the. third .of ., n e ko yould, like cto

¥

Urfstab}e Anventory & investment
Policy
. In reviewing the experience of
the 1958 recession and the two
postwar recessions which preceded
it, one feature stands out strik-
mgly—the instability of -business
inventory policy and plant and
equipment policy. In the boom
prior to these recessions, business-
men became imbued with so ‘rosy
a view regarding the future that
they threw caution to the winds,
built inventories far too high even
for prosperity demand, and em-
barked on capital programs based
on ‘simple - and highly optimistic
extensions of the rate of growth
of sales during the boom. All it
took was an unexpected. shift in
consumer demand or.a cutback in
government spending to suddenly
highlight the excessive inventories
and overbuilt plant. Then, busi-

ness policy swung to the opposite:-

extreme. The firm’s product,

which had seemed to have a virtu-

ally “unlimited market six months
before, now appeared to have no
growth "possibilities at “all. “Plant
which had struggled to keep up
with demand a short time before
was -now: -hopelessly - excessive.
Inventory liquidation . and cut-

backs-on plant and equipment ex-

penditures became the order of
the day, and business itseif
ensured the realization of. its own
fears. - ‘

In hindsight, ‘these policy ex-
tremes seem inexcusable; but we
can’t really be too critical: the
establishment of a -continuously

sound inventory policy and sound.

(1575) 7

‘plant and equipment policy is not
easy. A dynamic economy such as
ours does not move along in
strictly predictable - fashion, and
certainly the forces of composi~
tion cannot be mapped in ad-
vance. As long as consumers are
free to spend ‘their money on
goods and. services of their own
choosing, the task of business
planning will necessarily involve
constant watchfulness -and .con-
stant adjustment. But-there is ne
question that businessmen can da
a better job than they have done
in the past in keeping abreast of
changes in the market as they
occur, in adjusting inventory
promptly - to -those changes, imr
planning further -into the future,
and most of all in resisting ‘over-

:exuberance during the boom and

over-pessimism when = business
turns downward. The answer does
not necessarily -lie in' lower, in-
inventories; it lies in more. rapid
,adjustment " of . inventories, to
changes in sales. Prompt adjust-
ment requires a constant analysis
of the market, a better system of
inventory reportmg, and a willing-
ness to accept losses as they occur
rather than cumulating them into
a hopelessly overstocked con- -
dition:

In the area of plant and equip-
ment spending, businessmen have:
‘greatly improved thelr forward
planning. The influence -of busi-
ness conditions of the moment,
however, still weighs too heavily
in our capital decisions. We. all

Continued on page 18

a much longer ) $ a3 : P
period of adjustment before busi-
ness started on the upward pach.

It is becoming - increasingly p e L]
‘clear, however, that the 1958 re- :
-eession was basmall,y of the same NEW ISSUE
type as _the 1949- and 1954 reces- —_—
sions, Like - those recessions, it
was . relatively mild and qulte
short-lived. Like those recessions,
it did not involve all segments of
the economy but was concen-,
trated in the durable.goods area.

" Like those recessions, it did not
ecumulate into a major economic
catastrophe, but provided only a
temporary setback to the long-
term upward trend.

While the mildness and short-
ness of the three postwar reces-
sions has been fortunate, the very
ease with which the economy has
recovered carries with it.a num-
ber. of dangers. The most serious
©f these dangers. is that we will
cease to be self-critical, that we
will ‘too easily forget the mis-
takes at both the government and
private level which brought: on
‘the recessions—in short, that we
wiil go through' recession after
recession without learning a thing.

Need to Better Governmental
) Controls

A review of monetary and fiscal
policy during the postwar period
indicates that we still have a -
great-deal to learn about the ap-
jpropriate use of these economic . -
controls as aids to the stabiliza-
tion of production and prices.
The worst failure from the stand-
point of government has been
its complete ineffectiveness in
_achieving price stability. The rec-
ord of “inflation during the past
decade is shocking testimony to

" the inability or unwillingness of
government to face up to the
problem of chronic erosion in the
value of the dollar. Fiscal policy
has also proved to be a clumsy
and uncertain technique for sta-
bilizing the level of business ac-
tivity. Government spending and
taxing policies have on occasion
after occasion not’ only failed to
curb inflationary booms and failed
to soften business letdowns, but
‘hayve actually contributed to infla-
tion and to recession.

Although there is much to be
learned hefore we can make in-
telligent use of government eco-

—
*An address by Mr. Shanks before the
Indianapolis Chamber of Commerce, In-

White, Weld & Co.
Blyth & Co., Inc. -

'Glore, Forgan & Co. <Goldman, Sachs & Co.

‘Lazard Freres & Co. Lehman Brothers

Péine, Webber, Jackson & Curtis

| A. G. Becker & Co. Drexel & Co.

Incorporated

Hémphill, Noyes & Co.
A. C. Allyn and Company

Incorporated

Clark, Dodge & Co. Dominick & Dominick

E.S. Moseley & Co. The Ohio Company

F. S. Smithers & Co. Spencer Trask & Co.

Eastman Dillon, Union Securities & Co.

This announcement is nezther an offer to.sell nor a sdlicitation of offers to buy any of- these securities.
The offering is made only by the Prospectus.

600,000 Shares
Transcontmental Gas Pipe Line Corporation

Common Stock
(Par Value 50¢ per Share)

Price $23.375 per Share

Copies - of the ‘Prospectus may be obtained in any State only.from.such of the several Under-
writers, vincluding < the: undersigned, as .may lawfully offer the securities in such State.

Stone & Webster Securities Corporation

Harriman Ripley & Co.

Incorporated

Memll Lynch Pierce, Fenner & Smith
Smith, Barney & Co.
Equitable Securities Corporation
Hornblower & Weeks

American Securities Corporation

W. E. Hutton & Co.

Salomon Bros. & Hutzler

Tucker, Anthony & R. L. Day

The First Boston Corporation

- Kidder, Peabody & Co.

Lee Higginson Corporation

Laurence M. Marks & Co.

October 16, 1958

Incorporated

Dean Witter & Co.
Hallgarten & Co.

Bear, Stearns & Co.

Shields & Company
G. H. Walker & Co.

diagapolis, Ind., Oct. 2, 1958.

hitized for FRASER
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Dealer-Broker Alnvestmen.t

Recommendations & Literature

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

Advice for the Woman Investor — Reprint — Morton Seidel &
Co., 456 South Spring Street, Los Angeles 13, Calif.

Atomic Letter No. 52—With reports on Geneva Atomic Confer-
ence, the nuclear navy, Philips Lamps and Cenco Instruments
Corp. — Atomic Development Securities Co., Inc.,, 1033
Thirtieth. Street, N. W., Washington 7, D. C, :

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

Cement Industry—Review—E. F. Hutton & Company, 61 Broad-
way, New York 6, N. Y.

Chemical Stocks—Bulletin—Walston & Co., Inc., 74 Wall Street,
New York 5, N. Y.

Coppers—Bulletin—Bache & Co., 36 Wall Street, New York 5,
N. Y. Also available is a review of Acme Industries.

Electronics for Everyone—Article in current issue of “The Ex-
change”—“Exchange” Magazine, 11 Wall St.,, N. Y. 5, N. Y—
20 cents per copy; $1.50 per year. Also in the current issue
are articles on Utility Dividend Policies and Stock Market
Cross Currents.

Favorite Fifty—50 issues most popular with professional man-
agement—Vickers Brothers, Inc,, 37 Wall Street, New York
5, New York.

Industry Trends—In October issue of “Securities Qutlook”—
G. H. Walker & Co., 1 Wall Street, New York 5, N. Y.

Japanese Stocks — Current information — Yamaicht Securities
Company of New York, Inc, 111 Broadway, New York 17,
New York p

New York City Bank Shares — Review — In current issue of
“Market Pointers”—Francis I. du Pont & Co., 1 Wall Street,
New York 5, N. Y. In the same issue are a list of “Tax Free”
Bonds, Beneficiaries of the New Railroad legislation; and a
list of discount stocks. Also available is a list of common
stock candidates for institutional investment, and a list of
six attractive lower priced issues.

0il Stocks—Bulletin—Peter P. McDermott & Co., 52 Broadway,
New York 4, N. Y. A

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 —
4Nalt\‘ior;?l Quotation Bureau, Inc., 46 Front Street, New York

' “Pocket Guide for Today’s Investor”—Current issue giving a
list of 20 stocks which appear attractive in the current mar-
ket, selected income stocks, growth stocks, and a list for
trading—Harris, Upham & Co., 120 Broadway, New York
5, New York. .

Rail Stocks—Bulletin with particular reference to Denver &
Rio Grande Western, Great Northern, Kansas City Southern,
Norfolk & Western, Southern Pacific and Southern Railway
Shearson, Hammill & Co., 14 Wall Street, New York 5, N. Y.

Small Business Program—Discussion in October, 1958, issue of
“American Investor”—American Investors, 86 Trinity Place,
New York 6, N. Y.—$1.00 per year. Also in the same issue
are brief discussions of “Two Guys From Harrison,” Sunset
International, U. S. Ceramic Tile Company and Aeronca
Manufacturing Corp.

» L ] -

Adams Engineering Company, Inc, — Analysis — Cruttenden,
Podesta & Co., 209 South La Salle Street, Chicago 4, IlI.
Also available is a bulletin on National Electrie Welding
Machines Company,

Addressograph Multigraph Corporation—Bulletin—Ross, Lyon
& Co,, Inc., 41 East 42nd Street, New York 17, N. Y.

For financial institutions

Current trading favorites

Acoustica Associates, Inc.
‘Cross Company
Delhi Taylor )
Fischer & Porter Co.
- Microwave: Associates, Inc.’
Texas Eastern Transmission

Bought — Sold

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

_HAnover 2.2400 Teletype NY 1-376-377-378
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American Telephone & Telegraph Company—Analysis—Baker,
Weeks & Co., 1 Wall Street, New York 5, N. Y. Also avail-
able is a report on Pan American World Airways, Inc.

Bank of America—Report—Reynolds & Co., 120 Broadway;
New York 5, N, ¥. Also available are reports on Radio Cor-
poration of America and Aldens, Inc.

Bourjois, Inc.—Analysis—Boenning & Co., 1529 Walnut Street,
Philadelphia 2, Pa.

Caterpillar Tractor Co. — Report — Hornblower & Weeks, 40
Wall Street, New York 5, N, Y.

Chemetron Corporation — Bulletin — Schweickart & Co., 29 -
Broadway, New York 6, N. Y. 2

Continental Can — Survey — Abraham & Co., 120 Broadway,
New York 5, N. Y, Also in the same circular are surveys of
Ferro Corporation and Standard Packaging Corporation.

Dresser Industries—Review—Ira Haupt & Co.;-111 Broadway,
New York 6, N. Y. Also in the same bulletin are reviews of
Gardner Denver and Halliburton. ) .

Eastern Gas & Fuel Associates — Report — Sartorius & Co., 39
Broadway, New York 6, N. Y.

Eastern Stainless Steel Corp.—Memorandum—Hill, Darlington
& Co., 40 Wall Street, New York 5, N. Y.

Garrett Corp.—Data—du Pont, Homsey & Company, 31 Milk
Street, Boston 9, Mass. Also in the same circular are data on
El Paso Natural Gas and Inspiration Consolidated Copper.

General Cigar Co.—Memorandum—Hardy & Co., 30 Broad St.,
New York 4, N. Y. Also available is a memorandum on
W. F. Hall Printing Company.

General Motors Corporation—Analysis—Laird, Bissell & Meeds,
120 Broadway, New York 5, N. Y. :

Grolier Society — Analysis — Winslow, Cohu & Stetson, 26
Broadway, New York 4, N, Y.

Gulf States Leaseholds, Inc.—Memorandum—Leason & Co., 39
South La Salle Street, Chicago 3, Ill. Also available is a
memorandum on International Bank of Washington, D. C.

Harris Intertype Corporation—Analysis—Herzfeld & Stern, 30
Broad Street, New York 4, N, Y.

Harris Trust & Savings Bank—Memorandum—ILamson Bros. &
Co., 141 West Jackson Boulevard, Chicago 4, Il

International Paper—Report—Thomson & McKinnon, 11 Wall
Street, New York 5, N. Y.

Johns Manville Corporation—Review in ABC Investment Letter
—Amott, Baker & Co., Incorporated, 150 Broadway, New
York 38, N. Y. Also in the same issue are data on Southern
Natural Gas Co., Royalite Oil Company Ltd., American Ex-
press Company and Republic Natural Gas Co.

Knox Glass, Inc.—Analysis—Hayden, Stone & Co., 25 Broad
Street, New York 4, N. Y. b

McNeil Machine & Engineering Company—Report—The Mil-
waukee Company, 207 East Michigan Street, Milwaukee 2,
Wis. Also available are reports on Gas Service Company,
General Merchandise Company, Marine National Exchange
Bank of Milwaukee and Meredith Publishing Company,

Missouri Kansas Texas Railroad Co.—Bulletin—Oscar Gruss &
Son, 150 Broadway, New York 38, N. Y.

National Bank of Commerce in New Orleans—Memorandum—
Howard, Weil, Labouisse, Friedrichs & Co., 222 Carondelet
Street, New Orleans 12, La. 2 Tk

National Dairy Products Corp. — Memorandum — Woodcock,
Hess, Moyer & Co., 123 South Broad St., Philadelphia 9, Pa.

Nippon Gas Chemical Industries—Analysis in current issue of
“Monthly Stock Digest” — Nomura Securities Co., Ltd., 61
Broadway, New York 6, N. Y. Also in the same Digest is an
analysis of the current Japanese economic situation,

Pan American Sulphur Company—Analysis—Blair & Co., In-
corporated, 20 Broad Street, New York 5, N. Y.

Pearl Brewing Co.—Memorandum—Dewar, Robertson & Pan-
coast, Milam Building, San Antonio 5, Texas,

Radio Corporation of America — Appraisal — Halle & Stieglitz,
52 Wall Street, New York 5, N. Y.

Simmons Company—Bulletin—H, Hentz & Co., 72 Wall Street,
New York 5, N. Y. Also available is an analysis of Champlin
Oil & Refining.

Skill Corp.—Memorandum——Doyle, O’Connor & Co., 135 South
La Salle Street, Chicago 3, Ili.

Stand.ard Paving & Materials Ltd.—Analysis-—McLeod, Young,
\Ci:Velrd& Company, Ltd., 50 King Street, West, Toronto, Ont.,

anada.

Wilson & Co., Inc.—Report—Oppenheimer & Co., 25 Broad St.,
New York 4, N. Y. Also available is a memorandum on
Schenley Industries, . .

-Joins Westheimer

Now With du Pont, Homsey
CINCINNATI, Ohio—Arthur L. (Special to THE FINANCIAL CHRONICLE)
Eilerman has joined the staff of _WORCESTER, Mass.—John
Westheimer and Company, 326 Kaskan is now associated with
Walnut Street, members of the du Pont, Homsey & Company, 340
New York and Cincinnati Stock Main Street. He was previously
Exchanges. with R. B. Sideckas & Co.

LOOKING FOR THE UNUSUAL

o Beautifully Bound Set of
~ Commercial & Financial Chronicles, 1920-1945

" FOR SALE

Available in New York City—Write or

Phone REctor 2-9570 Edwin L. Beck
. c/o Chronicle, 25 Park PLLN. Y. 7 .

Gorp. Bond Traders
‘To Hold Annual Dinner

The Corporate Bond Traders

_Club of New. York, Inc. will hold

its 26th annual dinner meeting at
the Hotel Roosevelt on Friday
evening, Oct. 17, it was announced
by Herbert G. Fitzpatrick, Dick &
Merle-Smith, President.

The gathering is expected to be
the largest in the ‘history of the
organization, with more than 265

.‘members and guests present, ac-

cording to Paul Lane, of Kidder,
Peabody & Co., chairman of the
dinner and arrangements. The
club was organized in 1932 with
the avowed goal of fostering bet-
ter understanding between traders
in the bond business.

Matthew Corp. Branch

ARLINGTON, Va.—The Mat-
thew Corporation has opened a
branch office in the Arlington
Trust Building under the man-
agement of Robert P. Green,

Now With Westheimer

CHILLICOTHE, Ohio — George
C. Noble is now representing
Westheimer and Company of
Cincinnati.

Join M. C. Yerke Assoc.

(Special to THE FINANCIAL CHRONICLE)

COLUMBUS, Ohio—Ralph R.
McCoy and A. V. Roberts have be-
come affiliated with Marvin C.
Yerke and Associates, Inc., 40
West Broad Street.

With Stone & Youngberg
(Speefal to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Cal. — Don-
ald G. Agnew is now connected
with Stone & Youngberg, Russ
Building, members of the Pacific
Coast Stock Exchange.

COMING
EVENTS

In Investment Field

Oct. 16-18, 1958 (Sarasota, Fla.)
Florida Security Dealers Asso-
ciation annual convention at the
Lido Biltmore Club. :

Oct. 17, 1958 (New York City)
Corporate Bond Traders Club of

New York 26th annual dinner

meeting at the Hotel Roosevelt,

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, Il1.)
National Association of Invest=
ment Clubs 8th annual conven=
tion at the Hotel Sherman.

Nov. 8, 1958 (Philadelphia, Pa.)
Investment Traders Association
of Philadelphia sixth annual
dinner dance at the Philadelphia
Cricket Club.

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

Nov. 30-Dec. 5, 1958 (Miami
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. ’

April 1-3, 1959 (San Antonio,Tex.)
Texas. Group of Investment

-. Bankers Association of Amer-
ica annual meeting at the Hilton
Hotel. :

Nov. 2-5, 1959 (Boea Raton, Fla.)

" National Security Traders Asso-
ciation Annual Convention -at
the Boca Raton Club.

jgitized for FRASER
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The Seeds of Inflation and
~ Banking’s Glaring Weakness

: By JOHN E. STIPP*
President, Federal Home Loan Bank of Chicago, Chicago, 1.

Clncago home loan banker informs managers of a fixed dollar
type of fmancmg institution that the glaring weakness con-
fronting them is inflation and that they should prevent the
danger of further inflation from coming about. Mr. Stipp avers
" that " the -inflationary - drift results from two great political
parties constantly movmg farthér and farther to the left, and
states this may require a “variable uvmgs account.” The
. . banker finds-that the seeds of inflation in the economic out-
- look, unless prevented from sprouting, presents a dilemma; -
for to destroy them would cause a recession and to penmt
them to grow would act like a cancer consuming economy’s
,healthy tissue. He explains reasons' wl:y the cost of borrowing
money is f' irming up and’ believes . savings dividends, however,

can be reduced to 3%.

First of all, let’s see what the -

current pncture looks like. Going
back a year to September, 1957,
‘we were just a couple of months
- past what is
.noyv " accepted
.as the last
péak of busi-
"ness ‘activity
—July of
1957. We were
still' in a pe-
.riod. of tight
moneyand
high interest
costs, As the
fall segson
‘'wore on, -
"chinks be-
> gan to appear:
,in the armor
.of —our eco~
nomic activity. Gradually, unem-
ployment showed up as a major
indication of this slowing activity,
Some people lost their jobs, others
lost ' overtime and newcomers to
the employment market found jobs

John E. Stipp

scarcer and not so well paying. .

As 1958 began, we saw that one
of our basic industries, the auto-
mobile market, was rapldly de-
teriorating. The recession became
apparent to- everyone, and the
question was: how long would it
last and how severe would.it be”

The fiscal authorities of the
government, began to take steps
to stimulate the economy—to ease
the supply of money and to lower
the cost of borrowing . money.
Congressmen suggested vast ex-

penditure for public works and-

all. the other traditional pump
priming measures: tax reduction,
deficit spending, and general eco-
nomic stimulation.

_The construction industry

lagged; our own field, housing,
looked. very weak in the winter
and- spring months of 1958; steel
production . dropped. steadily in
terms of the ratio of its produc-
tion to its capacity to produce;
the. ‘gross. national. product . fell;
most all the indicators showed
that we. were in the grip of the
inost severe recéssion since the
end of World@ War II. -
- On the other hand. even those
people who had lost their jobs felt
that business would soon improve
and the  psychology oif business-
mien and the people—the consum-
ers — generally - did | not- become
panicky and force us into a real,
longz-term depression. This mat-
ter of public confidence was the
_ key to the reversal of these
trends.

With the advantage of hind-
sight, we can now look back and
see that the depth of this reces-
. sion was reached in April of this
year, and that while it was the
most severe recession since World

. War II, it was also the shortest.in.

period of time from the peak of
activity in July. of 1857 to the
low point this past April. ..

#An address by ‘Mr. Stipp ‘before the

i 79¢th. Annual Convention ‘of Hlinpis Sav-
ings and Loam- League, <Chicago, i,

Indicators Point to Recovery
While all the economic indica-

‘tors do not point in exactly the

same direction, more and more of

‘them are now pointing toward
recovery. One of the major causes
‘.of  the recession—the -liquidation
of
.stopped ‘and indications are that
.the goods on retailers’ shelves are

inventories — has practically

not now adequate to take care of
the probable demand in the near
future. .

This means then that these re-
tailers must add to this supply of

'goods by purchasing more from

the manufacturers. This can only
result in the stimulation of man-
ufacturing, of manufacturers’ sup-

“pliers and of manufacturing em-

ployment. Home building has
stepped up very  markedly in
these past few weeks and’ is esti-
mated now to be running at an
annual rate of between 1,100,000
and 1,200,000 units. This is close
to the peak rate of home con-
struction in the postwar period.

We should keep in mind, how-
ever, that not all of the economic
barometers are even yet pointing
to clear sailing ahead. Employ-
ment increased less than usual
during this past summer and un-
employment decrease less than
usual. .Retail sales were below

_those of the summer of 1957,

Cost of Money and Bonds’ Distress

o ‘Sales

Turning from general business
to activity in the government
bond market, from the high prices
bonds brought in the late spring
and early summer, these prices
are now down, resulting in higher
yields and higher interest rates
being demanded on new issues.

Part of this resulted from specu-

lation in a relatively free market.
Speculators bought new issues of
governments with the hope of
being- able to realize a profit if
the trends toward higher, prices
and lower yields . continued, as
these speculators expected them
to. . The problem' came when
prices fell and:  they became
frightened at the prospect of loss
and sold to minimize those losses.
These sales were somewhat in the

nature of what we term “distress

sales” and could only result in
downward pressure on the bond

market. This increase in yield, of '

course, was felt throughout -the
money market and has increased
the cost of borrowing money.
Another reason for this increase
in the cost of borrowing money is

that, in the light of the expected .

Federal Government budget def-
icits during the. next five years,
the Treasury will be called upon
to borrow large sums of money,

‘which is likely to increase the in-
terest costs on government secu-’

rities.

Increasing the cost of borrowed !
money tends, of course, to reduce
the -use of borrowed money. The
result of this is a delay in the:
spending by private business,: as

- well as by the government, which!
”rmght ‘have been undertaken had.

the cost of beorrowing money re=:

mained low. Private business
firms_who might -be -considering
borrowing to get the funds for

corporate expansion and develop-.
ment, such' as: new plants and:

equipment, wxll defer those plans
when they see the. cost of such
borrowing increase, against the
time when they think that such
borrowing will be cheaper . to
them, = Consequently, the work
that such borrowing would fi-
nance is necessarily likewise de-
ferred. . Aside from the effect
that this change in the money
market has on our own business,
it may ‘also have the-effect  of
slowing business - expansion -and

-development, ' thus having a' de-
pressing effect on -overall . busi-..

ness activity.

Besides the pure, proﬂt—seek-,

ing speculators in the bond mar-

ket, ‘many- people -are’ coming-to :

the idea that the long range prob--
lem of our economy is inflation
and’ that they should get out of
fixed dollar-investments,: such as
bonds, and into investments which
will reflect the rate of inflation,
There has been a tendency dur-
ing these past few months for in-
vestors: to. get out of long term
bonds and into common stocks as
a hedge . against inflation. This
psychology on the ‘part of many
investors: is undoubtedly -
major factor in the. recent price
levels in the common stock
market,

Equities’ Price to Earnings
Related  to earnings, current
prices in the common stock mar-
ket are extremely high. A couple
of weeks ago, the ratio of price ¢o
earnings rose to about 17.7 tp 1—

the’

‘that is, 'the average stock price'
-was about '17.7 times-the average

annual earnings on those stocks.
This is just about fwice the ratlo

_as recently. as 1953.

Many factors, of course, go into
this. One of .the principal reasons
is that people are betting that
there will be substantial inflation
in the months and years that:lie
ahead, and only through the flexi-
ble values of stocks can they pro-
tect themselves against such in-
flation. - War ' scares contubute
greatly to this. kind of activity.in
the stock market. These and other
factors indicate: that' the -stock
market is largely dependent on

:the psychology of.the mass of in-

vestors. That psychology- may be
heavily charged with emotion and
not completely objective.

Flrmer Money Rates - .
Tt seems to me-that money rates
are. going to firm up as compared
to:the:trend in the .spring of . this
year,. particularly with-respect to

.mortgage rates. A few months ago,

some of our; institutions ~were
hard pressed to make the quality
of  loans they :sought, even. at
somewhat lessened interest rates.
Indications -now. are, L believe,
that the real estate ‘market has
firmed up, the -demand -is there,
and the equity can be secured. I
think then that there will be some
moderate  upward ‘movement in
mortgage interest rates in the
months that lie ahead.

On the other hand, I want to
make clear that I still think a
good many of our institutions are
paying more for theie savings ae-

counts than they need to pay, in .
relation t¢o the general. money :

is

(1577) -9

market. I do not think I am in-
consistent: when -1 say that. ‘For
the ‘type of- investment We .offer;
having in. mind “its..liquidity, we
do not really need: to. pay more
than 3% in most cases. There may
be-local conditions; -such ‘as- local

‘commercial - bank time - deposit

rates, where 3% % is indicated, but
I cannot ‘justify more than that
rate in my mind.

Uppermdst_ Danger ‘
Now, turning to the’danger that’
permost in my mind,: I ‘be-
liéve that the glaring weakness of

the savings and:loan:industry, in

‘common with every other- type of
financial “institution which offers
fixed dollar investments,~such-as
life insurance compames and com-

mercial - banks, ‘is the danger of

.inflation,

*- Liet me make it clear that, based

-on the considerations I have men~

tioned " earlier, I do. not . believe
that we are in for a heavy infla-

‘tionary’ period in' the: immediate

future. - I do, however; think that
the: long-term -prospects are
strongly.in the direction of a dan-
gerous amount of inflation.

As far as the short-term is con-
cerned, the recent recession. prob-
ably has more to do than anything’

“else with the lower rate of infla-
‘tion' in the months that ‘lie im-
‘mediately ahead. The cost of: liv-

ing figures have been relatively

-stable "during the past ‘year. To
illustrate theimportance -of cost

of living figures in -our thinking,
T. Coleman: Andrews, former col- °
lector of internal revenue, re-
ported that im a recent two-year *

Continued on page 24

Dated October 15, 1958

October 16, .196.8. ’

MORGAN STANLEY & CO.
BLYTH& CO.,INC. GOLDMAN,SACHS&CO. HARRIMANRIPLEY & CO.
MERRILL LYNCH, PIERCE, FENNER & SMITH
SMITH, BARNEY & CO. STONE& WEBSTER SECURITIES CORPORATION |
DEAN WITTER & CO.

KIDDER, PEABODY & CO.

WHITE WELD& co..

This annowncement is neither an offer to sell nor @ solicitation of an offer to buy any of these
Debentures. The offer is made only by the Prospectus.

$20,130,400 .

J. I. Case Company
5%% Subordinated Debentures Due 1983
(Contertible until October 1§, 1968)‘

Convertible, unless previously redeemed, into Common Stock on or before October
15,1968 at $22.75 principal amount of Debentures for each share of Common Stock,

subject to adjustment,

Rights, evidenced by subscription warrants, to subscribe for these
Debentures are being issued by the Company to the holders of its
Common Stock, which rights will expire at 3:30 P.M. New- York Time
on October 30, 1958, as more fully set forth in the Prospectus.

Subscriptibn Price 100%

The several underwriters may offer Debentures at prices not less than
the Subscription Priceset forth above(less,in the case of sales todealers,
the concession allowed to dealers) and not more than (i) the highest
known price at which the Debentures are being offered in the over-the-
counter market, plus an amount equal to any dealer’s concession, or
(ii) after the Debentures have been admitted to.trading on the New
York Stock Exchange, the greater of the last sale or current offering
price on such Exchange, plus an amount equal to the applicable
New York Stock Exchange commission, together with accrued interest,
if any, in either case.

Copies of the Prospectus may be obtained in any Stute from only such of
the undersigned as may ledally offer these Debentures in
compliance with the securities laws of such State.

CLARK, DODGE & CO.

© Due Octoiur .i5, 1,;)3.':’
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8. M. Loeh Go-Chairman
Of N. Y. March of Dimes

Gerald M. Loeb, partner of the
brokerage firm of E, F. Hutton &
Company, has
been named
‘co-chairman
of the 1959
New York
March of
Dimes, it was
anncunced -by
Roy W.Moore,

Sr., general
chairman.

As co-chair-
man, Mr, Loeb
will assist in
the co-ordina-
tion of cam-
paign activi-
ties and help
to enlist the
support of business, industrial,
fabor, professional and civic
leaders.

Laird, Bissell & Meeds
Wire to J. S. Strauss

Laird, Bissell & Meeds, 120
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, announce the installation
of a direct private wire to J. .S.
Strauss & Co.,, 155 Montgomery
Street, San Francisco.

New Riecke Branch

DAYTONA, BEACH, Fla.—H. A.
Riecke & Co., Inc. of Philadelphia
has opened a branch office at 204
Seabreeze Boulevard. John B.
Bunting is Florida regional man-
ager; Roy C. Alloway is assistant
manager.

The Houston
Corporation

Units * Debentures

Common Stock W. L.
. Bought—Sold—Quoted

F. M. MAYER

30 Broad Street, New York City 4;
HAnover 2-0322 Teletype NY 1-94

DIRECTORY OF

STIlﬂK and BOND HOUSES
Qe ......m.::..u

MID-YEAR 1958 EDITION
JUST OFF THE PRESS

A 1,700 page book containing 9,500 °
listmgs covering all United States and :
are arranged .

Canadian cities. Listings
geographically and alp! abehcally, and
are comprehensively ‘detailed:

Flrm mname under vxlnch business is con- i

ducted and date established

Btock Exchange and Association Mem-~
berships (including N.A.8.D.)

Street, Address,
District Numbers

General Character of Business .& ‘Class i

of Becurities Handled

Names of Partners or Officers,

Names
of Department Heads

Phone Numbers—Private Phone :Connec- .

tlons—Wire Systems—Teletype Numbers—
Correspondents —.Clearance -Arrangements,

An ALPHABETICAL ROSTER ‘of all.firms |
showing city in which they are located is

another valuable {feature.

Bound in Durable
. limp fabrikoid — $14
ENTER YOUR ORDER TQDAY.
. SERBERT D. SEIBERT & CO.

25 Pwk Place . New York 7, N. Y.
‘REctor 3-8570 :
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| Public Utility Securltws

By OWEN ELY

The Houston Corporation

Houston Corp was organized in March, 1957 .as a holding
company to promote the construction of a pipeline to transport -
natural gas from the Gulf Coast of Louisiana to Florida. After .
some difficulties and delays with the Federal Power Commission -
" and the courts, Coastal Transmission Corp. and Houston Texas *
Gas & Oil Corp. obtained certificates to construct the 'line. ;

Houston Corp. owns all the stock of both these companies, and has
contracted to acquire 80% of the stock of Jacksonville Gas Corp.
and to purchase the gas distributing systems in Miami, Lakeland,
Daytona Beach, Orlando, Winter Park and other municipalities.
It has also purchased the gas propeltlns of Florida Power &
Light for $5.1 million. .

The initial pipeline system will ‘have an average dally de-
livery capacity of about 282 million cf;in future the usc of com-
pressors cculd raise potential capacity to 411,000 mecf. Of the
initial capacity, 150 million ct is to be transported from gas re-

serves owned in Louisiana and Texas by Florida Power _Corp. and:
Tlorida Power & Light for use as boiler fuel in their generating- :
stations. Contracts with these companies provide that the pipeline:

will be paid for a minimum of 90% of the average daily amount
whether transported or not, subject to certain provisions. Other
contracts have been signed for firm sales for resale to 30 cities

and towns in Florida and for interruptible -sales both -to com-

munities and industrial companies.

About 70% of the gas to be sold for resale will be obtained
from Gulf Oil, Shell and Superior in various areas of the Gulf

Coast in Texas and Louisiana, all contracts being for 20 year

periods. The geologist’'s report estimates that reserves already

under contract and available for sale for resale, plu_s certain un-. .,

committed additional reserves that probably will be committed to
the line, should be adequate for about 15 years. The gas supply
for the transportation service to the two -electric utilities (for
boiler fuel) has been pul‘chased by these utilities from Pure Oil
Company, Sun Oil, Magnolia and LaGloria.

‘On Aug. 28 the company received a check for about $52 ‘mil-’

" Roger W. _B-ln'onr

Thursday, October 16, 1958

- Vast Resources in Ocean Water

. By ROGER W. BABSON"

Travelling to Africa by ship:

reminds Mr. Babson of vast

.mineral wealth in salt water waiting to be tapped and.the

- “geld mine” possibilities ‘of waterfront properties. He men-

tions current salt water extraction efforts by Dow Chemical

and Merck companies and, also, potential - application of
treated salt water for irrigation purposes.

Although . ocean water is. now
of no use for: drinking or house-
hold purposes, it ‘has much min-
eral wealth One cubic mile of sea

water containg

five million
tons of mag-
nesium. The
magnesium in
this sea water
- has heretofore
been used
largely ‘for
medicinal pur-
poses; but now
it is being ex-
tracted ' from
the .ocean for
'“the : construc-
tion of air-
planes. It has
the best ‘com-
bination of strength and lightness
of ‘any metal. It has been found

.that 'sea water also contains much
‘bismuth, bromine, and ‘iodine, as

well as sodium' and other salts.
The Dow. Chemical Company has
a large plant at Freeport, Texas,
for the extraction of ‘these min-
erals from sea water. Merck &
Company of Rahway, New Jersey,

'is also expenmentmg along this
“line,
_is sure to grow; but.a right loca~

This is an industry which

tion is essentml. Harbor water is
too impure, hence a factory to
process sea water should be built
out on a promontory  in ‘clear
ocean water. The plant should be
located so that the natural ocean
water can come in on one-side of
the promontory and the treated
water pass out on the other side,
thus avoiding mixing of the treat-
ed and untreated water.

There are also plants where the -
sea water is treated to secure
fresh water.. This is now an -ex=-
penswe process; but the business
is growing. As more.economical
methods are discovered for -ex=-
tracting the salt, the treated water
will" be ‘used for -irrigation. "The
soil -.of deserts is especially rich
because: the. .rains have never
washed the. minerals away from
it. Hence, when such dry land can
be irrigated ~.with ‘either fresh

.water or treated ocean water, the .
,s0il .

produces most marvelons
crops. Let me add here that while -
land enjoying normal- rainfall s
constantly losing its mineral amd
other values, yet these minerals

are being carried down the rivers
into the oceans, which are icon=
stantly increasing their mineral’
content My ship, now enroute rto_

tora tapaclty of 418; 000 mef daily is estlmated to (-ost another $41

million,

Consolidated éapﬂahzatmn based only on plans for the initial
- pipeline <ysth, IS appm\umately as Tollows:

lion from underwriters representing proceeds of the :sale:of @ '

$36,188,000 5% .subordinated debentures due 1968, and 1809 400

common shares. In addition the two’ subsidiaries macleyprwate

Subsidiary Mm tgage Bonds____

. ..- Subgrdinated Debentures
Bank Loans

placements of about $107 million in 1st mortgage bonds. The vd'e'f o

bentures were successfully sold in the form of units, each unit.. -
consisting of $100 debenture and five shares of common, at an -

offering price of $150 per unit, The stock will not be sei)az:'ately

transferrable before Aug. 15, 1959 except at. the election 4_6f the

company, .and (under some conditions) of the undexwriters_; The

company also ‘offered ‘Class A and common shares to earliér‘s_,tock- ;

holders of Tecord May 23. (For those who want complete -detéilé
of the financing ‘and .other technical matters, reference should be
made to the prospectus 'on the debemures)

‘Construction of the 1,500 mile pipeline was'scheduled to *begm ]
late in August, for completion by June, 1959. Total cost of the :

system is estimated at $161 million, mcludmg a prowsmn of
approximately $3,700,000 101 contmgencxes Expanslon of 'the line

Total Debt
#Common Stock Eqmty

“*Includes Class A sh-:ck which : differs. from. common as' to voking‘rights‘,‘l
¥ vand under ‘certain -condlitions will- be - convertible .into ; common. : :

Percent
57% -
19

B |

* Millions
8107

$151 . 80%
3620
$187 -~ 100%

¥

.

The management has indicated that 1t plans ‘to expand the lme
to 418 mllhon cl” per :day ‘within six menths after.completion of

the initial’ constructnon

1

. The resxdemlal commermal and mdustnal mar} etn in Flomda

including “Post Office |

For Dealers and Institutions

Trading Markets in - |
THE HOUSTON CORPORATION ||

Units * Debentures

Deposit Receipts
Common Stock W. 1.

ALLEN. & COMPANY

_Established 1922
: Teletype
NY 1-573 ™

Telephone 5
HAnover 2-2600 30 Broad Street, New York

undoubtedly have susbtantial growth wprospects based on the
- phenomenal .develepment of Florida, However, it should be recog-
" nized that central theating uniis have thus far mot beén.in. general
use in this area and homes already constructed may not be readily

" adapted for ‘the use of this methed. Because -of the usual light

.winters, a large proportion of heating facilities are in the form

* of small electric or 0il room-heaters. However, a major market
for the new gas in the residentizal and commercial field might de-

.. velop ir air-conditioning, and the recent success by ArklaServel
-in manufacturing gas air-conditioning central units is of consider=
able interest in‘this connection. A number of gas retailers‘ are

. now promoting-the sale of these units, although they have been ‘in
‘ production on a substantial scale .only since early 1958.

v

- Houston Corp. has. been recently quoted on a “when lssued"
“basis in the over-counter market around 19.

The H_oust—ox_ii Corporation

G. A. Saxton & Co,, Inc.
Teletype NY 1 1600 1606 1607

52 WALL STREET NEW YORK 5, N Y

- Private Wire Connechans to CHICAGO DALLAS PHILADELPHIA
- ST. 'LDUIS and SAN FRANCISCO

. WHitehall 4-4970
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Africa, is in the midst ‘of great
potential wealth. '

- Suggestion ta.Beal Estate: Agenis ;. ..
Real 'estate ~ offices can-be of
great benefits in a community.
Many real estate offices are only
order- takers—they merely rent or -
sell vacant property, doing ‘noth-.
ing constructive themselves: Some
* ‘-real  estate offices, however, buy
- ]and “and- construet ‘ houses ‘which- -
‘they sell. Others try to' do every- =" °
thing from ‘which' they can get a -
dollar - rather than ‘specializé “in ~
-any. one’ type - of -business. The
:~ future of most ‘communities-is‘de= '
‘+pendent -upon tihe peop}le,infth?» -
“real estate’ business.: These real ° ‘ ey : B
"~V estate people> determiné -whether® : LONDON, England — Thanks to
4 a‘eity’ will‘stagnate, or: whether it - the stringent disinflationary meas-
-4 Wil constantly. grow.-I. wish:all ures.taken:a.year:ago it looked
“inthe real estate business:would .for some time as if the fear:of an

anefﬂ ; sign;' fhat'

.7 get the vision of their possibilities, . acute depres-
... ropportunities, and-especially- their. s i o n. h-a'd
., responsibility, to-everyone-in their- brought“the *
... community. g ) .‘:radg Bunlqr;s "
5. “.Tremeéndous opportunities exist * O - e 1Lr.

" in ‘territories through - which the . S¢nses.. Their,

./ new nauonal highways.are 10-0g Vasé demands
. .” built.. ; Land - exteniding . between ~Vere relative- 45
. these ‘highways and the acean or .33'"“0".‘“'“9_ ,
. lakes or rivers should. be.the. first, nd wete not” -
“tosell.. A bright real estate man Pressed too™

" would 'be " inclined " to’- specialize "'3‘%_‘61"959“’_91?-;.'
..7in’ waterfront property . and .‘not This: relative- H -

" bother with. any. other.kind. ;He v conciliatoty =’
“would try to.make arrangements, tOD€ Bave -
‘with ‘young people in scores .of Way, ho“.lever,j i
' other communities who _would ‘0 2 more ag- R ‘
" “also’ like to concentrate on water= SRR Wi Rt
““front ‘properties. He would then tudeas a result of the termination
“attempt to unite them in"an Asso- ©0f t.isinflationary measures during

“ “eciationwhich would’ do " national theé Summer. It did not take-Tong ="t
““advertising of waterfront proper- {0r’ this ‘effect ‘of :the ‘change: in: -~
_ties. I repeat—this includes ocean- British-monetary policy to become |

" front, riverfront, and: lakefront. evident. i . : :
- “'Such’ property holds the ‘greatest :_ At the beginning of October the

'opportunity.today for: growth-and -Engineering .and. Shipbuilding /-
profit, - The best “gold mines” to- ‘Unions. were” given: a’.wage  in-

day are not found underground; trea‘e of 4%. This constituted an

but rather are to be found on the ‘unconditional, surrender :on::.the ,
In most ,

part of the employers.
wage agreements’ during recent
'years there was a provision under

surface,
water. -

Why I Am Going to Africa

‘bordering - bodies of

12

study the fabulous banks of Afri- for moriths. - Although the

ca. -While Africa is rich in ura- ‘engineering -employers made an '
nium, copper, and other minerals attempt to insert such.a provision -
the !
wool—Africa is primarily noted trade unions rejected: this condi-

—not to- mention diamonds, or in the, present agreement,
for its gold. -Over one-half of the tion and the employers gave way.
Free World’s . gold -now comes

ground. for gold and other min- amounting ‘to some. £50. million
“erals’ will constantly decrease; but . 5 year. The increase could not be
mining . the ‘ocean for " valuable “justified ‘on any.conceivable
minerals will constantly increase. ‘ground. ' It .is .irue, the .cost. of

“ As I'plow through ‘this ocean fof ljying has risen . somewhat ‘during
17 days, T'am constantly reminded ‘the past 12.months, but.nothing .

of - this article ‘and of theone-a like 4%.. In any case, at the time
week ago. - ' ’

“ With Trust Secur'ities'.

tinctly downwards.

8, 8 ..
British Wage Irflatio
the - British
might be ended and might even become reversed are premature
according to Dr. Einzig who fears the resumption of wage-
price inflationary spiral will follow the wage increase recently
awarded the Engineering ‘and :Shipbuilding Unions. - He notes:
taat the employers’ urconditional ‘surrender has been accepted
as a matter of course by the British press and the public.
Belicves’ government and employers have allowed themselves
to-be frightened. into reverting:
-compared with a'recession at a-time when England was about
“to benefit from perceptible cost of living decline.

“iressive! - atti--i } e

which the’ Trade .Unions agreed |~
One purpose of my trip is to not to demand a further increase '

: ) . The direct.result. of this agree-'-.
.. from *darkest Africa.”. Let me re- ‘ment-is aninflationary-addition”
mind’ readers that mining. the ‘to" consumer..purchasing - power:

' _-of the negotiations of this agree- =
.ment the trend has. turned .dis-"

Productivity -

in  the industry declined during. .

I Ta DT O
¥

post-war inﬂa.tidnary.' ;pirll

into: inflation as a smaller evil

+7.'The unconditional surrender by
the - employers ‘was' accepted’ by
the:British Press and by public
.opinion as 4 matter of course, pre-

©.:;suiyiably - because ‘of fears' of a
. ‘business depression. The terms of

the agreénmient and their.reception
-are.‘calculated to provide the
3 ncouragement ’ for. other
nions to put forward ex-

sgetgive” wage ~demands and . to

press ;them to. the utinost degree.
Judging by - the attilude of the

sengineering’ employers, they are

ikely to - encounter - unduly
resistance. By the’ time:the

.new. round ‘of wage increases"is

:completed the additional purchas-
Jng:power is likély to be''some-
thing liKe tenfold of the £50 mil-
lion conceded to the engineering

unijons.’
“"In such circumstances a reversal

of the declire in the cost of living
will be inevitable, Hopes that the
_decline in the. price .of :imported
‘raw-materials and food stuffs.will

become translated into 'a lower

cost -of living index have to be

. abandoned. -Even during the pe-

riod of relative moderation in the
attitude of:trade.unions the sub-

. stantial decline in-import: prices:

was only -allowed to produce a
very slight effect, on the cost of

living. -The' differenéée “was ab--
: sorbed by the unwarranted in-
. crease in wages.

Now that the
upward trend of wages is becom-
ing accentuated in the absence of
further fall in import prices the
rise in the cost of living is bound
to be resumed. - ¢ . S
* - Until recently there were some
hopeful signs that the postwar
inflationary .- ‘wage * price ' spiral
might' after. all be brought to a

halt ‘and ‘might ‘even-become re- °

versed. - During “the spring: and
Summer:of 1958 there were some
quite :'substantial ‘cuts “in retail
prices by chain stores.and other
business’ ‘firms,  ‘There -was: an
inclination ‘on: the part .of manu-
facturers  to finance increasing
costs:outl of profit margins rather

than add them to the prices of their -

goods as a'matter of course. Had
the trade unions moderated -their
greed only "a few months longer
there might have been quite a

. perceptible decline in‘the cost of

living for the benefit of organized

sigyeoy Loagy 8

rmined,- however,

(1579) 11

labour and the rest of the com-
munity. ’

- The 'trade unions were deter-
to . secure. all
benefit to their .members to the
exclusion of the rest of the com-
munity, and indeed at-the expense
of the community. As a result of
this short-sighted selfishness
hopes of a reversal of the infla-
tionary trend have now dwindled
to vanishing point. It seems that
the Government and the employ-
ers - have allowed themselves to
be frightened into reverting to in-
flation as a smaller evil compared
with a business recéssion. They
fail | to. realize that . the. trade
unions have ‘at . least as . much
cause. to.fear a recession as em-
ployers’ or "the Government, sa
that it was' sheer bluff on .their
part to ‘hold out .in:face of the
growing risk of a recession. , .. .-
. There'is now a very real danger
that” Britain might get the worst
of both worlds.  Unearned wage
increases tend to create inflation,
and, since many.firms are by no
means certain whether they would
be ‘in"'a position to add the in=
creased cost to the sale price of
their goods, it also tends to dis=
courage an expansion of producs
tion, especially  as far as capital
goods are concerned.. The 'con=
tinued increase in unemployment
during the past month shows that
wage inflation' and business re=
ecesion can run concurrentlv,

o 5 § s e

by Canada) are
dividends.‘

~ PROPOSED NEW ISSUE_

.Slclud-der Fund of Canqdé Ltd.

- Common Shares
‘ (Par Velue $.25)

The Fund is a diversified management investment company and
. concentrates its investments in the securities of companies which,
in the management’s judgment will reflect the development of
. Canadian industry.

All net income and any capital gains (which gains-are not taxed
retained for reinvestment., The Fuid pays'no

‘ © i i

Price Net Asset:Value plus 7%4% of the Offering Price

(in single transactions involving less than $25,000.) ‘-

&

- . MAHTOMEDI,: Minn.— Trust
" Securities. Corporation” announces
-'the ' appointment . of . Edward, D.
Johnson as a representative of the
firm in the states of North .Da-
kota, South Dakota, Nebraska,
. Minnesota,; and Iowa...Mr. John-
.son- has-had a broad -experience
»in the wholesale and retail end of
* the mutual fund business and was
‘previously  associated - with John
G. Kinnard & Company:
Mr. " Johnson will make his
headquarters* at ‘1141 "Mahtomedi
Avenue, -

~Joins Lloyd‘Arnold
(Special to THE FINANCIAL CHnéNtCLz)
BEVERLY HILLS, Calif ~Robt.
C. Monroe has joined the staff of
rLloyd ~Arhold & Company, 362
* 'North Camden Drive. He
¢ formerly with Grover Fillbach
; and Hill Richards & Co.

© - Now With Pitser Co. -
! (Special to THE FINANCIAL CHRONICLE) t
: ..RALEIGH, N.-C.-— Robert . L.
' Hoffman is now -with Pitser &
" Company, 617 Hillsboro - Street.
' Frank:X.-McGough
.« Frank . X. McGough;-partner in

1 McGough & Schuman; New ,York
o ,_City; -passed-away- Oct..8.-

Wasy

‘the ‘ past-'12months, judging " by
the fact that~the output - declined
o a larger degree than the -num-
ber of those employed in the in~

.dustry. Profit 'margins in the in-= """

dustry tended to decline, and’ the .

volume of - unfilled -orders ..was . ..

_distinctly lower. than 12 months "

.ago.. There has been a perceptible « -+~
‘decline.in the demand for. capital.. . -

_equipment,. .and. this" decline -is
downward trend of industrial in-
vestment plans. Even if the pres=
“ent mild recession were to become
‘reversed ~immeédiately, " it would
“take some time before the elabo-
‘ration and adoption of new capital
investment plans could result in
"an actual increase in orders for

--equipment, ) .
- The addition of £50 million to

consumer purchasing power is
sheer unmitigated inflation. Total

. output of goods is down, so .lthat

likely to.continue; judging by the -

the increase in purchasing pawer .

cannot be justified on the ground
of having to provide the consumer

incteased .output. The indirect ef-
fect of this wage increase is likely
to exceed:many 'times

~ with additional purchasing power .. :
.50 as to enable him to buy up the

its: direet *: < ©
1 o2y

C

P
$ =

P
1
(
¢

Shares will be offered to the publiccommencing on or about October

~ 20, 1958, through a group of dealers managed by the undersigied
' and William Street Sales, Inc., as Dealer Managers. With this offer-

ing the Fund initiates a policy of continuously offering new shares.

: A regist}'atio'n statement relating to these securities has been filed
“with the Securities and Exchange Commission but has not yét be-

come effective. These securities may. not be sold-nor may offers be
accepted prior to the time the registration statement-becomes effec~
tive, This advertisement shall not constitute an offer to-sell or the
solicitation of an offer to buy nor shall there be any sale of these
securities in any State in which such offer, solicitation or salewould
be unlawful prior to registration or qualification under the securis

*  ties laws of any'such State. . - . , ’

A copy of the P?elz’z}zz’n&ry P}"ospetctks mﬁy be obtéifzed fg‘ohz yo};r.
local broker or dealer or by‘writing the undersigned. -

1 g

’

| LEHMAN BROTHERS

. October 15, 1958.

effects.” -~ '
hitized for FRASER )
p://fraser.stlouisfed.org/
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What Price Current Income?

By LUKE S. HAYDEN

che-Presxdent and Secretary,

Mr. Hayden terms a fallacious

Syracuse Savings Bank, N, Y.

investment approach the over-

emphasis by non-professional investors on a safe high rate of
current return. Cites the results of investment programs in the

categories of current income

and growth, with a substan-

tially greater investment achievement shown by the latter.
Concludes such relative results will continue permanently.

It seems to be'a fact, though a
strange one, that doctors, as a
group, are greatly concerned
when making an investment with
what will be the current rate of
return on the funds they expend.
This observation is strange be-
cause doctors practice a profession
in which, under normal conditions
the practitioner’s income should
show outstanding growth. Con-
sequently at the early stages of a
doctor’s investment program, the
modest supplement to current
professional income achieved by
purchasing high yielding securi-
ties is insignificant, and at the
middle and later stages of his pro-
fessiowal career, the doctor’s in-
come. generally places him in such
a high income tax  bracket that
additional cururent income .from
investments should be totally un-
desired.

- Nevertheless, apparent validity
of . this. current income type - of
thmking is emphasized again and
~again where non-professional in-
vestors make  investment. : deci-
sions.: Only recently, in the June
1958 “issue of “The Exchange,”
house 'organ of the New York
Stock Exchange, there is a lead’
article, entitled, “A. T. & T. is Big
Favorite with Readers.” On the
basis - of investment objectives
. ranked according to: (1) Safety of
' Principal; (2) Dividend Income;
(3) I‘uture Growth; (4) Accumu-
lation under ‘M, I. P. (the Stock
Exchange . Monthly ' Investment
Plan);. and. (5)- As a Gift to a
Minor, the common stock of A. T.

Ne. Shares
11 25

Stecks

Columbus & Southern
Consumers - Power

.. Dayton Power-& Light -

- E} Paso Electric

:General Tublic Utilities - -

Northern Natural Gas

Public Service of Colorado -
‘Publi¢ Service of Indiana °

{ ‘The- number-e? shares -Tepreseits the: Sept dj

" 8.00

Central . Illinois Electric & Gas
Columbia -Gas System -

& T. was considered by 5,425
readers of “The Exchange” as the
favorite stock for ob]ectlves 1, 2,
and 5.

With regard to objectives 3 and
4, it placed tenth and fifth respec~
uvcly

Presumably it would be diffi-
cult to argue with the composite
opinion of 5,425 investors, but, as
Al Smith used to say, “‘Let’s look
at the record.” Two tests of the
validity of the thinking which re-
sults’ in recommending a stock
such as A, T. & T. because of its
long term consistent high current
return should be sufficient at least
to raise serious questions as to
the accuarcy of such thinking.
First = assume that $10,000 had
been invested at the rate of $3,333
on the last day of 1946, 1947, and
1948 in A, T. & T. and- also $10,000
had been similarly invested in
General Telephone Common
Stock.” By the end of September
1956, the market value of the in-
vestments plus.the dividends re-
ceived from 1947 would have been
as - follows: A, T, & T $16,755,
General Telephone $36, '315 R

~Qr again, ;agsume: that in:'De-
cember 1947, one share of A.'T. &
‘T. were sold at the then price of
$152 and the proceeds invested in

any one of the 10 publie utility.
stocks listed .below.” As of the:end .
of September-1956, A, T. & T, was-

selling at $173 per share and.was

paying $9 per share’in-dividends:

The alternative investmentsg
showed the . following: values and
dividend incomes::

$354:
212
244
228
288
552
456
258
409
296 <

$18.00
11.25
Ohic Elce. 12.80
13.20 .
2340
21.60
14.30
16.20
16.00° -

~number -0! -

-shares -acqmired witlthe preceeds: of-the: sale of- oneA T L T. share’ in“1947.

The fore going. illustrations
should. certainly give  one .pause
who would -invest his funds: pri-
marily to obtain a safe high rate
of current- return. - Yet; - despite
these. clear demonstrations of the
fallaciousness of such an invest-
ment approach ‘we find that 5,425
of the readers of “The Exchange”
magazine in the year of Our Lord

; '1958,'1 would  buy ‘or recommend
“ ‘the purchase of such a stock.

~ In-order-to bringup to-date the -
importance to the investor of buy- -

“ing "his securities with™ emphasis’
“on thefuture.irt mind rather than::

total preoccupation®with the con-
cept  of - cururent- return;: - the
author:has..compared -the results -
of two " $60,000--investment - pro-
grams. ‘undertaken ' during - 1952

‘and brought down 'to mid June

1958." In the one case, $60,000 was
invested in growth stocks at aver-

10.38
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age 1952 prices and in the other
case a like amount was invested
in income stocks also at average
1952 prices. In order to avoid
hindsight the two groups of stocks
were selected from two 'larger
compilations which in turn were
developed on the basis of their
pre-Korean price recovery “from
the 1946 stock market decline.l

In this presentation the impor-
tance of attemtping to select
growth type common stocks is
clearly demonstrated. Market
value of the growth stocks during
the period showed a gain of
125.25% as opposed to a market
appreciation of only -84.71% for
the income stocks. Income on the
growth stocks rose 64.00% during
the test period versus a gain of
25.7% for the “income stocks” in
view of the income growth expe=
rience.

Finally, it is worthwhile to call
attention to the fact that the term~
inal date selected for this test, mid
June 1958, should have been par-
ticularly favorable to the income
stocks, two Geéneral Foods, and Na~
tional Biscuit were selling at all
time high prices in mid June, and
the four remaining income stocks
were selling only fractions to two
points from their all time high
prices. On the other hand, the
growth stocks had all achieved

their high prices in the 1956-57 :
period, with - the exception of -

Merck, and. as of mid June. were
selling from 2% .to 30% below
their previous highs. Despite this
handicap, the growth. stock: port-

folio had  shown ' a .substantially.

greater _investment achlevement
over the penod 5y

In conclusion, this. current ex-
amination of the intelligence of
growth, stock investment: versus.

income: stock - investment: appears’

to. -indicate..clearly “that’ for the
long term: common stock:investor
the .purchase :of .a -portfolio -of
growth stocks will produce mark-
edly better investment results over
a period of years than would a

_-portfolio. of stable income stocks.
Market Value.- TotsDiv, - T Sex

1 See:- “The Rehﬂve Vulnorabillty of
- Growth. and. Incoms - ﬁhﬂks’ by. Edw:
Douglas.; Howard - = Analystsl.’ournal,
August 1955,  pg. 19;

A. W. I)ouglmlyh
Now: a-Parinership-

: .PHILADELPHIA, Pa; +— An-
nouncement has been made of: the
formation of “a general  partner-
ship, A. Webster Dougherty & Co.,
.1421: Chestnut Street: to engage in
the " municipal

Partners. ‘are A... Webster

D;mgherty, Jr..and- Constantm G.-

- “With: W. R St&ats ;Co

’ (Spccln.l to Tue Fm’mcm. crmoMcx )’

LOS ANGELES Calif; —-Ronald
‘L. Garadedian has been added to
the staff of William R. Staats &
Co., .640. South Spring ' Street,
members of the New York and
‘Pacific Coast' Stock Exchanges.

TABLE OF COMPARATIVE PERFORMANCE . .
$60 000 Growth Stock Portfoho vs 360 000 Income Stoek Portfolio

1\0 of '
Shrs. Per
$10,000
Invest.

P " Aver.
Price

Rate
1952 -

Growth Stocks 4962
Continental Oil. .,
Crewn Zellerbach
Dow _.

E. I. Du Pont___

# _ Int'l Business
= Machine Corp.
. Merck

835% .
57Y2

1131, -/
8812

216
30%4

152
174

88
113

46
325

Income Stecks

4 . Amer. Tohacco...
Cleveland Electric
Iluminating..
General Foods ...
Kroger________
Naticnal Biscuit.
National Dairy
Products

‘Represents increases

Div. |

. Annual
. Rate"

of Div, .

Income
1952

Adjusted
.. No.of .
Shares

6/13/58%

"Market
Value
6/13/58

$380.00
522.00
212.20
401.15

" 184.00
260.00

$1,959.35

304 -
522
293
113
107
325

-~ $16,133
26,622
16,408
20,580

38,574
16,778

$135,150
3660.00
499.20
506.40

' 513.00
$512.00

$14,376
15,216
25,953
22,776
15,530
16.974

$110,825

552.00
%3,342.60

% Increase
in Market .
Value
Over .

' $10,000

Gl 887

125.25%

43.76%

Latest 12-
Month -
Div.

© -~Rate’

% In-
crease of
Div. Inc.

Over 1952

Estimated
- - Div.
Income
1958

$486.40
939.60
351.60
. 734.50

278.20
422.50

$3,212.80 54.007

$825.00 25.007%
23.08
66.67
13.84
10.00

20.00

$4,203.00 25.70%

bond.. ‘business.’

. Thursday, October 16, 1958

Connecticut Brevities

New factory = construction in
Connecticut continued at a rapid
pace during the first six months
of 1958. During that period the
value of contract awards for new
plants and additions amounted to
$8,869,000. Some 82 separate proj-
ects in 30 Connecticut communi-
ties will provide 625,000 square
feet of floor space. The new $5,-
500,000 . Fuller - Brush Company
plant in East Hartford is not in-
cluded in the ahove total. The one
story Fuller plant will be built on

a 60-acre site and will provide

360,000 square feet of space for
manufacturing, warehousing and
administrative purposes. It is
scheduled for completion in the
Fall of 1959

#

Directors of Riverside Trust
Company have voted to increase
the bank’s capital $169,000 by
issuing 16,900 new shares of $10
par common stock.. The proposal
will be presented to stockholders
at a special meeting Nov. 6. If
approved, the new stock will be:
offered to stockholders: in the:
ratio of one new share for each
five shares held at -a price of $25
per share,

LRI

A new group which will study.
ways of aiding Connecticut small.
businessmen’ has recently " been
formed. ' The . commitiee’s - imme-

diate concern' is' the effect of the -

Federal. . Small ‘Business Invest-
ment Act of 1958, enacted by Con=
gress-in August, on the continuing

efforts of ‘the: Connecticut Devel-

opmert” Credit® Corp. to aid small
business..' This corporation; spen-
sored by and  financed: by Con= .
necticut banks and certain ipsur=
ance and public utility companies,
for several years has made small:;
‘business. help -available - to'. Con=
neticut companies: The Committee -
will " determine: how - to ‘get the
maximum help for- Connecticut
:small business in view of the ‘new-
Federal - legislation; which- may:

ard: supplement: the work: which: the-

Connecticut* Development - Credit
Corp is already doing.

% X‘; e
AWallmgford ‘has.; announced. : the,
acquisition’; of: rr_he -agsets -of - the:
‘Tuttle ‘Silver: Co.,  Inc;, of North
.Attleboro;: Mass. The :70 year old,
‘Massachusetts. firm. specializes., An
‘the . reproduction - -.of . heirloom. "

‘pieces.. Products of -the Tutile .
LCompamy . will - be :-manufactured ::
-in Wallingford: by-the Tuitle Divi-

.snon of ‘Wallace: leveLsmlths. :

= oo% -8
CGS Laboutonzs Ine, of: Rldge-
“field has announced.contract
.awards: -totaling:: over-:$1,200,000
-for:~ various {ypes. of’ electronic
-equipment, -

-Panorama Recewers
- 3

The -world’s :largest manufac-
turer of pencils, The Eagle Pencil :
Company, has transferred-its op-
‘erations’ from. New York City to
Danbury The 102 year old com-

.

‘pany _is building .a new: 300,000 __

“square Toot plant ‘in’ Daribury and

expects .'to" be in- production . in..

‘its new quarters early next year.
“In addition to‘pencils of all types,
Eagle will. manufacture leads for
. automatlc penc1ls erasers, art sets, -

‘Wallace - Silversmiths, lne., of l‘

including: Morse=to-
-Teleprinter Cede :Converters: and’

protractors, compasses and allied
products. The working force will
be approxlmazely aOO

The Max1m Sllenc:-' Co. of
Hartford, a subsidiary of the Em-
hart Manufacturing Co., recently
received contracts totaling $433,-
467 for the production of 24 port-
able sound suppressors for use on
Navy jet aircraft and 654 tank
engine noise suppressors for the
Army M47 tanks.

*®
Curtis Products Company -an-
nounced plans last month for a
inew 10,000 square foot, one story
building in Waterbury. The com-
pany has 25 employees and
supplies parts to the appliance,
electronic, instrument, timing,
firearm and other industries. The
new. location will provide more
than: 'twice as. much floor space
as the company now occupies and
will allow for a planned expan-
sion and an eventual doubling of
the working force.
&

&

7 L ]

As a result of a sharp - in-
crease in portable typewriter sales
Reyat-MeBee Corp. recently added
200 employees to- the - Hartford
work ' ferce. Additional workers
will be hired or re-hired. bringing
total Royal employment to 5000
in the Hartford area.

S$CE. Evans Now With
W, K. Newhol#'s Son:

" PHILADELPHIA, Pa.—The ins
vestment securities. firm-of W. H.

Newbold’s Son. & Co., 1517 Locust
Street, members of the New: York
-and. Phlladelphxa-Baltzmore Stock
‘Exchanges, “announce ‘that Shep-
ley. E. Evans has become: associ-
ated "with thermn. *Mr..Evans has .
been active ir: the investment se~’
curities business. since: 1939- when
he . joined Swain. & Co., Inc. He
Tesigned as Secretary of that cor-

.,)oratlon on Oct 1 la;t

Now: WIth Sukro:& Co.

(Specml to I'u:rFr\muu C:mw;.m

‘D.. Russell has: become associated
‘with, Sutro &
‘Building. , He-was formerly: with
‘McDonald; . Holman --& Co., Inc.
‘and Daniel D. Weston '&'Co. G

~ Joins Walston Staff,

(Special to Trm Frvaxcist Cazonicte) -0

LOS ANGELES, Cali{.—Daniel -
Nadler:- has.. joined - the. 'staff of
‘Walston & -Ce,, -Inc., 550- South

‘Spring " Street.. "Mr. Nadler was | 2
000 ‘formerly with, McDonald,, Holman -
‘& Co.,. Inc. and Boren & To. h

- Walston -Adds- to- Staff
(Specin.l. to TR FINANCIAL CERONICLEY - B
PASADENA, Calif.—¥F, ‘Allan
Winchester has become affiliated
‘with Walston & Co., Inc., 595 East

-Colorado Street. He was formerly

with J. Logan & Co.

s

- With-Walls -Associates -

rsDeciﬂl fo Trz. }’x\AM'nt C;pomcu:) i

- ATLANTA,-Ga.=—John ‘F. Mar- :

ler, - -Jr., has ‘become -connected
‘with ‘Walls Associates, In¢., Cand- .
ler Building.” . "% . -

FEEY

1 CHAS.W.SCRANTON & CO.
Members New York Stock Excbangt

New Haven

New York——REcior’ 29377
Hartford—J Arkson: 7-2669
Teletype NH 14

LOS ANGELES, Cal—XKennetl -~
Co:; . Xan "Nuys -

in number of shares held resulting frecm stock dividends and ;tmk splits.

tlzed for FRASER
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Our !‘ederal:llighway Program:
Where Is the Money Coming From?

By RUSSELL E. SINGER*

E\eculn e Vice-President, American Automobile Association
Washington, D, C.

AAA head gloomily forecasts cuthacks and delays in Federal
Highway program by 1960 unless present financing schedule is
changed. Mr. Singer disagrees with the proposal of Budget
Director Stans to increase the gasoline tax. Instead he recom-
mends transferring money from the national budget to the

highway trust fund since the

road plan is tied to national

defense, and passage of state legislation for billboard controls

so that the states could qualify for an additional one-half

per cent of aid for interstate routes. The author strenuously

opposes provision ‘providing for reimbursement of utilities,
mass transportation industry and toll roads.

We are nrow confronted with
new and more complex problems
than ever before, particularly
from the standpoint of highway
financing.

While we -
proudly boast
of ,our high-
way  system,
the fact is that
for over a
decade this
system has
been lagging
in meeting the
demands of
our  ever-ex-
panding popu-
lation, motor
vehicle regis-
tration and
thé écononiy;: ‘%
of thgvcountry And. Jt was durmg
this. period that highways took on
a new meaning as regards the
civilian. and military defensc
needs of our country.

It was to meet these needs —
* economic and defense — that the
Federal Aid Highway Act of 1956
was passed—Ilegislation which was
historic in its significance, and for
which the AAA and afiiliated
clubs can take substantial credit.
This Act departed from traditional
Federal Aid policy in a number
of important respects:

Russell E. Smger
95 b A : -l

Federal Highway Program

(1) It greatly increased the re-
sponsibility of the Federal Gov-
ernment in  the supuvmnn ol
highway standards and financing,
while leaving to the states the re-
sponsibility for construction and
maintenance — thus preserving
that essential “partnership” rela-
tionship between the states and
the Federal Government.

(2). It established a Highway
Trust Fund, earmarked for this
Fund revenues from certain auto-
molive taxes, and provided that
all Federal Aid Tor highways on
the regular Federal Aid and the
new “Interstate’ Systems be fi-
nanced from this Fund. Thus, for
the first time we have definite
" linkage as between certain auto-
motive tax revenues and Federal
Aid financing until the year 1972,

(3) It provides that, “because of
its primary importance to the na-
tional defense,” the name -of the
System  shall include the word
“Defense”—the official name be-
ing “National System of Interstate
and Defense Highways.” Congress
further declared that “one of the
most important objectives of this
Act is the prompt completion of
the Interstate System.”

(4) It provides that the con-
struction standards for the Inter-
state System shall be adequate 10
accommodate “the types and vol-
umes of traffic forecast for the
year 1975.” These forecast call
for a motor vehicle registration in
1975 of over 100 million vehicles
and one f{rillion motor vechicle

miles.
¢ (5) It provided that for each
+ fiscal year the first monies to be
taken from the Trust Fund shall

*From a talk by Mr. Singer before the

. 56th Annual Meeting of American Auto-
mobile Association, Chicago.

be for the regular Federal Aid
systems — primary, secondary and
urban—the current annual Fed-
eral rate of expenditure for this
system -being $900,000,000 .on a
50-50 matching with the states.
Provision was then made for the
{inancing of the Interstate Syslem
on a 90% Federal share, 10% state
share, over a period of 15 years.
This is also the period estimated
for completion - of the System,
based on original cost estimates of
$27 billion,

However, the new cost estimates

f 2dd $10 billion to the original

estimates, bringing total estimated
cest to $37 billion.

The new 86th Congress, and
some of the states, will be called
upon to provide additional funds
to-finance the Interstate System,
and to- ineet matchmg require~
ments. Where is the money com-
ing from? Under the present
schedule of financing we-are defli-
nitely faced with a suspension of
further work on the Interstate
System by the calendar year 1960
unless money can be transferred
from the general funds to the
Highway Trust Fund to make up
the difference between anticipated
revenue and expenditures under
the construction schedule pro-
vided for in the 1956 Act. It does
not appear likely that such trans-
fers will be permitted because
under the present tax schedule it
will not be possible to return
these “borrowed” funds and at
the same time meet the increased
construction costs. These are some

‘of the hard financial “facts of life”

with which we are confronted.

Disagrees With Some
Congressmen
Already some Congressmen are
advocating that revenues from all
automotive excise taxes be placed
in the Trust Fund, increasing it
by about one billion dollars an-
nually. The effect of this move
would be to “freeze” all automo-

live excise taxes for at least 15

years. AAA policy ealls- for “the
repeal of the excise taxes on pri-
vate automobiles, their parts and
accessories.

Others have advanced the sug-
gestion that instead of completing
the Interstate System in 15 years,
we should spread it to 20 or 25
years—completion being based on
availability of funds.

Is it not reasonable to claim that
because of the very important
contribution the Federal Systems
make to the general welfare, civil-
ian and military defense of our
country, the Trust Fund should
receive substantial appropriations
from the Federal Treasury? Why
not have a substantial part of the
defense appropriations earmarked
for the Highway Trust Fund? Why
is only one segment of the econ-
omy, the motor vehicle user,
called upon to pay the entire cost
of Federal Aid for highways?

And why is the period of com=-
pletion of the Interstate System
based.- entirely on the availability
of highway user tax funds? Com-
petent highway officials tell us
that given the necessary fTunds,
the Interstate System'of 41,000

. The Commercial and Financial Chronicle

miles could. be completed .in -six
to seven ‘years. Major General
Paul F. Yount, Chief of. Trans-
portation of the Department of the:
Army, testifying before the Senate’
Roads Subcommittee in 1955,

urged that the Interstate System,
so vital to the national defense,
be completed within approxi-
mately 10 years. These highway
officials assure us that all rights-
of-way can be acquired, all engi-
neering studies can be completed,

and materials, equipment and con-
tractors’ facilities would be avail-
able, so that the System could be
completed in about one-third of
the present time estimates.

Must Face Facts Squarely

The time has come when this
country must fact up squarely to
the fact that public funds—funds
created by taxes on the general
public — must be used to help
build the kind of highways needed
for safe and efficient transporta-
tion and for our civilian and mili-
tary defense.

We are advised that the dangers
of atomic warfare, particularly
the dangers of fall-out, have
placed added emphasis upon the
importance of highways in mov-
ing people and defense materials.

To tax only the highway user for

the creation and maintenance of.
these essential facilities is wholly
unfair. For this reason we ap-
plaud the Congress for providing
in the 1956 Act that the Secretary
of Commerce be directed to study
“any direct and indirect benefits
accrumg to any class which de-
rives benefits from Federal Aid
highways, in addjtion to benefits
irom. actual use. of. such..high-
ways.” Unfortunately, the study
will not be completed and avail-
able to Congress until 1961; in.the
meantime we have work to do in
insisting that funds, other than
motor vehicle taxes, be made
available for
construction.

Opposition to Reimbursement of
Utilities
Another important role which

we are called upon to play is in -

making effective our policy in
opposition to the use of Federal
or state highway user funds for
repayment of the cost of relocat-
ing utilities on public hlghW'\y
right-of-way.

Here we are dealing w1th an
extremely important state and
national issue, not only because of

-the money that is involved (some

estimates go as high as $3 billion)
but because it hits directly at the
problem of diversion.

The 1956 Federal Aid Highway
Act provided that whenever a
state shall pay for the cost of re-
location of utility facilities (in-
cluding publicly, privately and.
cooperatively owned) necessiated
by the construction of a project
on a Federal Aid highway, Fed-

eral funds may be used to reim- .

burse the state for such cost in
the same proportion as Federal
funds are expended on the project.

As has been forecast by the
AAA, adoption of this provision
brought a whirlwind of legislative
activity in the states as the utility
interests sought reimbursement.
Since the 1956 Act was signed,
bills to authorize or liberalize re-
imbursement to utilities have been
introduced in 43 states. In 17
states, the legislation was eilher
defeated or died on the way. In
six states, legislation was passed
but vetoed by the Governor. In
three states, decision was post-
poned by turning the matter over
to a legislative study committec.
But in 16 states, utility reimburse-
ment bills were enacted into law.

It is certain that utility interests

. will be lobbying strenuously for

reimbursement legislation when
nearly all of the state legislatures
convene next year. As before, we
can expect to hear again the pat
claim that so long as Uncle Sam
reimburses the states to the ex-
tent of 90% of the cost of relo-

essential highway

cating utilities on the Interstate
System, and 50% on the ABC
Federal Aid Systems, the utilities
should , be: reimbursed.. Not. once

made clear that any reimburse-
ment by the Federal Government
comes out of the pockets of the
motor vehicle users, more particu-
larly the passenger car owner, be-
cause all reimbursement money is
taken from the Highway Trust
Fund and not from the general
Treasury.

Now we are confronted with a
new problem in this Tfield, as 'a
result of a recent decision by the
Minnesota State Supreme Court in
a case involving the Minneapolis
Gas Company .and the Commis-
sioner of Highways in Minnesota.
In spite of the fact the Minnesota
was the first state to adopt a con-
stitutional amendment to prevent
diversion of motor vehicle. ‘tax
revenue, the Court held that rc-
imbursement to the utilities is not
special legislation in controven-
tion of the State Constitution, nor
in violation of .the anu-dwersmn
amendment.

The Court went further and
made . these significant declam-
tions:

(1) The use of highway rights-
of-way by utilities for locating
their facilities is one of the proper
and primary purposes of which
highways are designed, even
though their principal use is for
travel and the transportation of
persons and property.

(2) In view of the fact that the
transmission of»utility sexwvices. is
one - of the general and'primary
purposes for which highways are
designed, it would’be unftealistic
to construe the broad language
of the Constitution so narrowly

(1581 13

as to prohibit the legislature from
authorizing the use of- highway
funds for the relocation of utility

;-services as a proper cost' of high-
to our knowledge, has it" been’

way construction, reconstruction,
improvement and maintenance.

The Minnesota decision has sig-
nificance beyond the borders of
the State. Utility lobbies in every
state undoubtedly will try to use
this decision in support of their
claims that they occupy the right- -
of-way as a matter of inherent
right, and should be reimbursed
out of the Highway Fund for all
costs for relocation of their facili-
ties.

We have no quarrel with the -

utilities. Many of our best friends
and AAA club leaders are associ-
ated with this indispensable in-
dustry—an industry which stands
before the 'world as an outstanding
example-of public service and the
efficiency of American private
enterprise.

If by law and ' constitufional
right -they are recognized as one
of the users of the highway right-

.of-way, is it unreasonable to ask

that they pay their fair share of

" the cost of acquisition and main-

tenance of these highway rights-
of-way?

Why, we ask in all conscience,
should only one of the users of
the right-of-way (the motor vehi=
cle owner) be required to pay
practically. the entire cost of
acquisition, construction, recon-
structlon, maintenance, and now
in addition, pay the' cost of re—
locating all utilities?

The crux.of this problem is thé
Eederal law’, ‘which ' encourages
adoptxon by the states of . reim=-
bursement legisiation. We seek

Continued on. page 29
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Conformity Perils Our Society

By MELVIN H. BAKER*

Chairman of the Board, National Gypsum Company
Buffale, New York

Noted industrialist charges “drift toward conformity, security
and the general avoidance oferisk is-a peril to our society.”
Mincing no words that “conformism” threatens our ability to
grow and meet the Communist challenge, Mr. Baker states “we
need men with courage . . . more idealists, more zealots . ...”
. and cites Admiral Rickover and General Billy Mitchell as the

kind of men America needs.

Views our stubborn belief in

sanctity of the individual as one of the most potent weapons
we have in our idea warfare; states we should be natural allies

of those people throughout the

world who are seeking a better

life; and comments on our educational and moral requirements

.. Life 50 years ago was a great

® deal different than today. There
are many of my contemporaries
and, perhaps some younger men,
who, look back .
to that placid -
‘period in
‘American his-
‘tory. Then-
-there were no
‘great interna-
tional prob -
lems, Life was
.sure, steady
‘and secure.:
Places like ;
Iraq, Iran and
Egypt were:
somethingthat
‘smacked of
JArabian
nights,

This age in which we live, and
which young men will inherit, is
an cxciting one. It has been de-
scribed as a period of revolution,
of anxiety—and an age. of tension.
Perhaps this is true, but it is none

- the less exciting. It is vibrant
and alive, To be sure, it is not
an age for the faint-hearted.

I suppose there are- many peo-

Melvin H. Baker

i ‘ple who, if .they had .a choice,,

. would prefer to have lived in the
tranquility of the past age:
However, if I had a choice, I
would prefer to be just starting
out today instead of 50 years ago.
You might question why I should
say this when the company. which
i founded has grown from a,small,
onc-product, one-plant operation
to one of the nation’s largest pro-
ducers of building materials. One
might say that was an- age- of
greater opportunity.

Greater Opportunities Today

I believe there is far greater op-
portunity today than 50 years ago.
The tremendous thrust that pro-
pelled America into its position as
the greatest industrial nation. in
history has not subsided.

This present age offers oppor-
tunities the like of which could
not have been foreseen 50 years
ago.

American business today wants

more 'eager, hardworking young
men than it ever needed before.
The avenue to the top is wide
open.
opening up daily for new busi-
nesses for the courageous and am-
bitious.
- But there are a number of chal-
lenges facing America which must
be successfully met if young men
are 1o fully capitalize on the many
opportunities ahead.

The first of these I believe, is
in education.

Educatlonal Comparlsons

Russia’s startling strides in the
race for space have shocked
Americans .into ‘a soul-searching
trlc-::;\ppralsal of American educa-

on

Many remedies have been of-
fered to cure our scientific lag.
Some people even are suggesting
that we copy the Soviet system of
education. The country is being
told that we must put much
gleater emphasis on sciencé in the

*An address by Mr. Baker at the dedi-
cati‘n  of the New Virginia Junior
Clamber of Commer:e State Office Build-
ing; Lynchburg, V.
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There are opportunities

-ing

curricula of our schools.
tainly agree with this.
However,
a note of caution. It is my feeling
that-if we rushed into a scientific
frenzy, we could turn this nation
into a scientific monster. Conjure
if you will the ghastly specter of
two great nations with all the

power- to literally destroy each -

other —untempered by humane
virtues. Lo

In.his writings, Dr. Merle A.
Tuve, director of Carne”ie Insti-
tution, recently said:

“Knowledge is power and tech-
nology is power——hut the calm,
spiritual strength of the man who
knows what he stands for, whose
value system is in the very fiber
of his being, is the man who will
successfully and constructively
direct the uses of knowledge and
the goals of technology. - These
men are the men we need, not just
‘more scientists and engineers.”

This leads into what may be
termed a 'second - challenge — the
challenge of increased leisure.

We have all read about the ad-
vent of the four-day week. In
-many- plants' and -offices, the 40-
hour week is no longer the stand-
ard. What will Americans do with
all the increased leisure?

l;etter Leisure Time
It ‘would seem that we must

.learn: how to use leisure con-

structively. Perhaps the challenge
of leisure. is to. create a-new and
greater culture. Americans seem
to exhibit many of the elements

.which in ages-of the past have
Among

produced great-eultures:
these elements one might list
wealth, leisure, . education -and
energy. As the publishers of the
book “Horizon,” noted recently:
“On all sides we see evidence of
a cultural explosion and, perhaps,
the dawn of our golden age.’= -

But - we  must beware of any
tendency to lose our will to work.
We must beware lest we become
too soft. Hard work was essential
in making America the greatest
nation of the earth, and we’ll need
plenty of it in the years ahead.

Another chalienge . could be
called the age of revolution.
American revolution touched off
a chain reaction that is still re-
verberating around the wlrld.
People around the globe now real-
ize that they can have a fleel
and Dbetter life,

But is is a sad paradox that our
nation which, * in - itself, . was
spawned in 1evolut10n is beconi-
conservative and hesitant
when it considers the revolution-
ary outlook of others who aspue
to change, -

Sheuld Be Allies .
I believe that we should be al-

lies of those.people throughout'

the world who are seeking a bet-

ter life. If we do not, the Russians

will. They will tw1st the national-

istic - aspirations of ' these. people "

and win them over. Here the coni-
munists have thrown down a great
challenge which I would speak
about.

‘Throughout the world there is a
great battle for men’s minds. The
Russians with their world-wide
propaganda are seeking to win

men over to their way of thinking. -

I cer- .

1 would like to issue

.be especially  helpful. C
fill the ranks of American- busi-
.ness and keep infusing our. system

‘our stubborn belief

The
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We in America have a great
advantage in this struggle. We can-
present. to the world a political
and social system which has fur-
nished a better and freer life.

This struggle is bound to be a
bitter one. We Americans must
do a better job in warning the
people of the uncommitted na-
tions of this insidious propaganda.

We must show them the ad-
vantages of an open society. We
must call upon all our state-craft
and diplomacy; all our resources
and our whole armory of. ideas.
And, here at home, we must con-
tinue to keep America an “open
society” where young men with

abiljty and willingness- to . work
can rise to the top no. matter what .
race, religion or -‘national-.

their
ity.
Opened Opportunities

We must keep this country the
land of opportunity. We must
continue to show by example that
our gystem is best because. it pro-
vides an always’ open avenue to
opportunity for young people w,lth
ambition.

The wave of enthusiasm’ that
spread when' it became, anparent
that Alaska would ke admitted to'
statehood seemed to symbolize the ;-
kind of thing we must keep alive.
It is that which. the frontier ot—
fered to young men in past years:
'—the promise of a better"life for
those who were willing” 1o-. work
for it. 2

Stalin long ago summed up ‘th
besic task which the Communists,
posed for the Russians. It was
that of becoming the most power--
ful industrial nation in"the world.

As recently as last” July, Com
‘munist boss- Khriishchev' told":"

rally in East Germany that Russid .
wxll defcat capiialism “‘without
war,  In‘ a speech with’ ¢itect”
thrusts at the United States, thé”
Soviet Premier cited the ‘Ameri=
can recession as proof of hxs
‘claim.

This is a challenge that w

‘meaintain a. strong economy here

at home.
It is essential that we keep-the

free enterprise system healthyand °

that we resist further inroads-into
it. . Here is where young men cari
They . can

with new life. and new-ideas.
.This leads me into the (nallenge

-of .individualism. It is -my belief"
‘that. or

ability to grow .and:‘to
meet this challenge will be cur-
tailed if we permit what I have

.called - conformism to dilute the

initiative of the individual.

Conformism and Individualism

the. provisions oI the Bill of
Rights. . -Assaults "~ on. American
freedom are- becoming more fre-
quent than is safe.

Not only must we keep the
flames of freedom burning
brightly at home, but we must
do all that we can to see that
they spread throughout the world.

As -Russia contiaues to empha-
size ‘education, they will be con-
fronted with more problems of
literary and artistic expression, a
desire for betier relations between
individuals; and- spiritual prob-
lems such as man’s ultimate des-
tiny in the world. .

These chapges will not cone in
the immediate fufure, and until
they-hanpen, the Soviets will re-
main -a deadly-threat to the very
existence of our, country.

Rebuild. Our Cities
A very . great challenge facing
America -is that: of-rebuilding our

“old, .tired 'cities.: "All' over- Amer-
ica, cities:are-awakening to the -

threat posed by stuis, blight and
fast-growing . urban .areas. They
are ' becoming: - aware: -that ‘the
greatest' natior:in’the world can-
not - afford to' have ‘sluss. in- its
qu,st s, Ty

‘Americans are ccommg aroused
by .thg . preblems:-posed . by in=
‘creased itraffic; mnshrooming sub<
urbs, - and: ‘deeaying . . doWntown
areas. A ‘frontal agsault  is being
made-on these proklems by many
‘American.s businessmien. - 1. .am
happy to be-active m ‘this. grcnt
movement, . |

“The problems of “ur ban renewsl
and. redevelopmbnt are enough-to «

/tax the mettle'of iny civic-minded

“young man, “And thcv are the
-ones whorfinally” will in’ieri
“eities. - It should be “they who
Will# play - a-pait’ m the ‘assault”
on+- these* Ermvin g nietropolitan -
problcms

3 Our;, Mora.l Cballenge

“Anhd ‘this 'briligs me to the con-
“¢lusion ‘of my pér: - That is the
“anoral challcngc tnat faces Amer-
‘ica.

‘Thercare mdlcatlons that Amer-
icans’are enforcing scif dlScll)liHO
Afteran adolescent period marked’
by isolation,~ e\:ptmtatmn of “‘nat-
ural+ resources ~ and: over-indul-
.gence.-in. material things, .
Americans “are maturing to -the
obligations that come with power.
Bills “for. foreign aid and exten-

sion of . reciprocal trade - agree- .
ments_ would  never. have gotten -

out of committee a few years back.

'We:seem .to be waking up to
_our responsibilities ‘as neighbors,
A reassessment of our conduct
with rcfercnc» to our. neighbor
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Canada and -our . Central ..and
South American ncizi.bors is
taking place.

Americans have adjusted 1o the
rude awakening that a nation so
rich and powerful as the United:
States could not be universally
loved and respecied. We have
learned not to panic as a result’
of crises around the globe such
2s those in Lebanon, Venezuela
and Algeria. '

There are evidences that Amer-
icans are developing a deeper and
more permanent set of values.
Some have said thal reappraisal
of American culture was precipi-
tated by the snuiriks. ‘I believe
the awakening that followcd the
sputniks accelerated. a trcud. that
began - some time ago.

I think Americans suddenly
realized ‘that they. were . putting
too - much emphasis oa tail fins -
and not enough on the hard, pur-
itan traditions that help mold the
moral fiber of. this. country.’ "¢’
It is :possible” tiiat A'nencans
are beginning {o rezlizé. that any
civilization .that:. pits’ too. -much
stress -on the material “aspeect’ of
life will dxsmtegrate mcnnlly and
spiritually. P

The America. of the future s m
the hands of the young Americans -
of today. Will they meet,the chal-
lenges of a dynamlc,.changmg
world?

There is ample evidence to, sug-
gcst they will: I have glea fai tl}
in .our. youth of today' it x

In - thinking - of " the- futule" I
would -still hold:-to. what Ralph
Waldo. Emersonisaid.-in;, the past -
century “We think: our:-civilizay:
tion: is near’the meridiarr, ‘but. we
“are-yet- only-at-the’ cockcro’wmg
‘and t..¢ morninz: star.”’ - :

Form- Atlas. Securities 5

17 &R v Tak FINANCIA r.(‘"Povum.h)
‘LOS ANGELES Calif. ——Atlas
Secumtles Inc ~has ‘been formed

with offices at’ 6505 ‘Wilshire: Bou*

levard to ‘engage ‘in"'a’ ’securities
‘business. Officers are George H.
Hildebrand, président and’ Mur-
ray .J. Ross, vice ‘president; and oy
treasurer.-Mr. Ross. was formerly
an officer of M. J. Ross:&.Co.; Inc.
Also- associated ‘with ‘the new
firm ‘are Milton C: Miller, Jriand
Robert. D. Bailin. .. :
Edwin F. Beauchamp '
" Edwin  F. 'Beauchamp, partner -
in- Beauchamp, ' West & - Stava,
New ~ York City, passed away
October 9th.. ’

One of the most potent weapons-.

we have in our idea warfare is

values—sanctity of the individual.

The Communists are ruthless to- .
in pursuit - of :

ward individuals

their: collective aim,

I believe that the drift toward |

conformity, security and the gen-
eral avoidance of personal risk is

‘a peril to our society. One of the .
great problems- toaay is that the -

ideca of keeping one’s nose clean
has permeated all levels of so-

ciety. There is a distinct tendency

-to identify progress with group
.action. - And yei, no group is bet-
-ter than its best individuals.

I issued a warn'ng of the threat
from conformism in business some

months ago. My remarks at that -

time caused quite a storm but 1
hope, did some good,

To meet the challenéea of Com-=

munisni, we need men with cour-.
age. I believe we need more
idealists, more zealots .like Ad-

miral Rickover and General Billy .

Mitchell.

One of the greatest of all is the~

challenge to preserve our. free-

in’ - human -

Pnsoners

at Woxk"

“It is basic to every democratic institution, in-

cluding ours, that members who. enjoy democratic

rights “must assume’ democratic responsibilties, in-

cluding the fundamental obligation of loyalty to the
mstltutlon and of comphance with its laws. There
is'no right'to engage, in the name of democracy, in
activities deqlgned to destroy or undermine the
institution.. There is an obligation to adhere to laws
and policies democratically determined.
“Democracy certainly encompasses the right to
have one’s-voice heard in.the formulation of union
policy, but the principles of loyalty require that the

- minority who have opposed a policy adopted by the
union accept it as the policy of their union. While

the right to advocate changes in such policy by con-
stitutional procedures is safeguarded, the minority
has the obligation, under democratic procedures,
fully to support the union and its officers in im-

plementing the expressed will of the majority until

"_that pohcy is changed under democratic proce-
dures.”—From a resolution recently adopted by the
. United. Steelworkers of America.

dom.. It is our greatest asset and "~

one that holds great promise for:
us in winning against commu-

nism.. But recent polls of. teen-"

agers and college students have
shown that fewer than.2%- of;
those questioned-agreed with- all:

Let it be noted that these fine phrases do not
. even hint at the right that minority members should
have of disassociating themselves from the union

.should circumstances in
such action.

_their ]udgment warrant
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: Responsibiliﬁes

of Bankers

“In This Inflationary Pemd

By WILLIAM A. BURKELT*

Presndent of the National Association of Supervisors of State
Bapnks: and Superinfendent of Banks - in. California

: Wondenng whether bankers pomn the courage and leader-

_ ship. to face what he believes is a national, crucial problem,
Mr. Burkett calls upon bankers_to submit a constructive: pro-
gram to our nation’s leaders ta stop inflation. - States' American
people should be most concerned with the preservation. of the
integrity of the American dollar and that the people look to =~

bankers as the guardian of their money and life savings.

There is a problem about whis ch
our-fellow-citizens look to bankers
for- opinions and ‘leadership and

to; ‘barkers: for the courage .and -

responsibility .
to, speak out 4

“in’ these criti-
cal” days.

o SFrom-all
parts of the.
nation; the su~
‘perintendent’
‘of banks.and’
the - cormis-

. ‘gioners.of
banks  have:
‘discussed. : this
particular

- problem with " .
me; a prcblem ¢

. which ' affects
‘your bank de-
poslts, your _ capital ratlos, the
guccess of .our nation’s - foreign
poﬁcy, olir missile and rocket
program—an issue which demands
the attention of the American
people in ‘every city, town, and
hamlet.the length and breadth of
these- United . States; namely, the
problem of inflation ‘and the lack
of* effective leadership in Wash-
mgton to do something . about it.

1. We say as bankers and as bank
superv1501 s, why.should this issue
concern us? Should we let those
in. Washington do our . tihinking
for us? . Many of our fellow- citl-
‘zens look: to their banker and to -

William- A. Burkett

the bank, supervisory 'authorities -

safegualdmg their money, their
life- savings, as persons who by
‘their- very position should give
leadership in helpirg to curb the

most sinister and destr uctlve prob- -

lem of ‘our time:

The important point is that mild
inflation, whether deliberately
sought or consciously tolerated by
2 ‘nation, cannot “be . kept mild.
~ ’As the people-come to: know that

their government is accepting, or
even seeking;.a . slow but steady
-depreciation of thedollar,. they
Jpeeome.aware that they-.are lesing
‘real purchasmg power: by holding
their insurance policies,: Savings
‘Boends, bank - deposits, -and:‘other
dollar: assets. Incrcasmgly, they
~will bid 'up:the prices of real
. “estate,..commodities, and equities.
‘What began .as-“creeping”. infla-
tion - will - become: “running” in-
flation.

Is: the ‘F-e deral Government

© powerless to. curb inflation. and.

the depreciation ‘of the. dollar—a
- dollar ‘whieh has depreciated 50%
since’ 19407 If ‘the - government
* contmues its “off-agzin, on-again”
economic policies and continues to
" pay ‘attention.chiefly. to. foreign
- matters while neglecling our coun-
try’s: domestic' problems; we soon

wilt'have a 25 cent dolla1 -in this:
" 'nation.
.. There -is -nothing .with . which
the American. people- should be
more concerned’ than “with the
«preservatxon of the integrity of
-/the: American; dollar. Remember
it was Stalin who tipped. his hand
when ‘he- said:: “He who would
‘destroy a nation should first de-
"bauch its currency.”

The time has come when we

* must all make a sacrifice of some -

“ *From a talk by “Mr. Burkett before

‘the State Bank Division of the. American

3 1ign\lﬂers Assoclatmn, Chicago, Sept. 22,
58,

p://fraser.stlouisfed.org/

of our particular political ‘views
and bring these dangers to a halt
through . expeditious . action,  by:
(1) A drastic: reduction of gov-
‘emment spcndmg ;
(2), Passage’ of adequate tax

" legislation.”

-{3) The; appomtment of ‘a Na,
tmnat Monetary and Finanelal
‘Commmission....

“F:submit that the-; zesxdent of
‘the- United-States-should immedi=~

‘ately appeint a-National Monetary

.and Financial Commission to study
-our: - finaneial - system : with s the .:
view: of recommendmg appropri-

‘ate: changes:in. Jt. Immediate- ac~

tion - is-. needed-te->eurb inflation

-and halt. the:government’s .:‘spend

and. spend”: philosophy.

"The government:last’ ‘week: an-
nounced the'largest spending bud-
get in.ournation's history, written
in" the reddest ‘ink-—spending’ $5 «
billion more ‘thati-it spent in the
peak yea1 of the'Hot war in Korea
Outgo is ‘expected - to-exceed m
‘come by $12'billion. ]

We canhot, squande1 'ourselve’s
into real prosperity. Certainly, an’
artificial prosperity can be created
by borrowing, to'spend whether by
individuals or governments. This
is joyriding  to bankruptcy. Gi-
‘gantic budget deficits must even-
tually be pald f01 somehow,
sometime, . - 7

There are only ‘three ways to’
meet the -unpdid ‘bills of govern=-
ment.

inflation.

Alrcady 'our country is. hl"hly
taxed.

Already- our. country is-in the ¥
throes of heavy-inflation, Our gov-". -
-ernment today is.in‘large degree . -
financing - its: defieit: by~ credits 7.~
from banks. and financial .institu- *
tions upon the government's prom- .

.ise to pay.’ o .

*1’ will s not " take ° your txme to.

describe:this'spectacle of the gov~ '

7 S

ernment .whirling:from ' budget

-deficit to:govermment borrowings, -
from‘ herrowings . :to’ ex-panding s o wi
-bank -credit;-fromi bank credit ‘to: -

more qovelnment spending. . This

-is one- of the oldest and most- dan- -, .
‘gerous éxpediénts: usefi by spend- .

thrift governments

‘I the hlstoxy ‘of the last. 100 - <
years teaches ‘us anything, it is -
‘that inflation is more dangerous _
‘to-the people than any other thing * " .,
‘except” war-—and’ it alL' staxts by'
‘inflating, bauk ‘eredit. "

As bankers we know there can - ...
be'no ‘de,vrce by, which. the-people "~
can - escape payment for. this :
‘spending.” Her€’ s where 'old-fash-
“ioned 'commion’ sense cries out to -

be heard. Sqrely inflation must
be halted-and- waste must be cut
out’ of our government spending,
and the Federal budget balanced,

-or we shall see one of these three

horsemen — taxation; repudiation,
or inflation —, totally ‘ravish the

land. As bankers, -we have the |
responsibility . to. help - subrait . a ..

consfructive progrem’ to our na-
tion’s leaders.

In conclusion I offer a watch— i
word: our- government must stop .

inflation and restore a sound fiseal
policy for our nation.

" ]ook the facts

The. first ‘is taxatl'on, the .-
second is-repudiation; the, third in " .
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- From Washmgton
- Ahead of the News

By CARLISLE BARGERON

The Repubhcans met at the

White House recéntly and came

up with a very good slegan. Then

* nat'being. able to let well enough
. alone they

added . to it

: ‘and.ruined it.

Their slogan
‘was’ that the
Democr atie
party .is dem- |
inated by the.
-left - wing-and
the labor
leaders.. - That
is: true; easily:

“r.€¢.0.gnizable

1:0 anybody
who ‘wants-to-
in_ : the - face.  * al?l‘a Bnr(ercm
1t..should be

‘worth ‘a.lot of campalgn money.

But the “Republicans ‘couldn’t.

leave it.: They - added . “who are
-leading: us' down. the road " to
‘socialism:’

“Now I wish they-hadn’t -said
that It ‘may .be true and it may
‘not -be; ‘but - it -is. the 'same thing
‘the. Republicans, have been-saying
for 20-years. And: it has never got
‘them a. vote.

“With - the exposures of the
McClellan "committee .it. ought. to
.be ‘éasy to show .what a labor gov-
‘ernment would be. As a matter of ¢
fact. the iRoosevelt. and "Truman .
-administrations should show that,
‘and ‘the control organized. labor
‘will exercise in the next Congress
will " far' ‘exceed ‘anything they
had over Roosevelt and' Truman.

Walter  Reuther will: be one of
the 'most powerful men in the
country, and the record shows he
is not*-a "blushing violet about
‘using . it. Furthermore, you only

i

have to look at Mlchlgan to. see
how he will throw hxs welght
around.

There is a- man peddlmg some
literature on Reuther in. several
states, notably . California  .and
Arizona. John Kasper, I believe,
is his name. He-has a.pamphlet
entitleq “Know This Man, Walter
Reuther.” Kasper, it seems; has
been mixed up i a lot of so-called
divisive movements, so the: Demo~
crats are making quite an issue
over the” Republicans’ use of this
literature: . It seems -that in Cali-
‘fornia Mrs. Knowland, wife of the

‘Republican Senatonal ‘candidate, ~

‘(hought. up ‘a; bloek of the: pam=
.phlets. . New: :Knowland - has: re=
pudiated them. and-Mrs., Knowland
‘'says it was all a mistake, -

* It makes nq d:fference what *
‘Kasper’s background 'is. He- has
‘been. one of those violent -pro-
Amerieans and that is. getting to
be: dangerous: these days. But. to
‘my’ knowledge there is .no reason
why his pamphlet ‘shouldn’t’ be
‘distgjbuted. I assume it is: a story °
-of Reuther’s: background, how: he
went, to. Russia. along with his
brother early in the depression
and went to' work in a plant ever
‘there. He became indoctrinated; in
the: Russian; revolutionary - tech-
nique. He wrote back -about, what -
a wonderful system he was wcnk—
ing finder.

‘He came back to this country

just before’ the:. famous. sitdown -

strikes: and. became: one. of the
foremost leaders of them. That
was the nearest thing to a revolu-
tion we have seen since the Civil
War. y .
When he is asked now if he is a
Socialist he replies.“If feeding peo~
ple, housing them and seeing that
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they have the necessities of life is
socialism-then I am a’socialist.”
But he defies any effort to label
him. In the sitdown strikes he
worked with' Communists and was
quite friendly with them for years
afterwards. ‘Then they started giv-
ing him trouble in his organiza-
tion. He became an aggressive
anti-Communist and finally sue-
ceeded in running them out of the
AFL-CIO
, Heis not a socialist. I doubt he
has -any . political philosophy ex-
cept that he wants to be boss and
boss he is determined to be. The
Republicans shoeuld- definitely
make labor bosses the issue withs
Reuther. as exhibit A. We have
seen through the McClellan.com=~
‘mittee what these bosses will do
with their ewn organizations. Now
let them get the political power
they want and we are:on the road
‘to something; and soecialism would
be a pretty mild term.
The voters have seen more than
20. years: of ‘the socialism the'Re~
publicans - have': béen - telling us
about and most of them don't
think it is so bad. Most of it haw®
been manifested not by the gov~

ernment, ar: by labor but business

and industry. At every turn they
come running. to the governmeng
asking for a handout. There are
‘subsidies . -here- - and submdies
everywhere

There ‘is. no essent1a1 (hfferenca
between the.labor bosses and the
left-wing ‘group. Mostly they ara@
a bunch of intellectuals who want
to see organized labor run loose
and they want to be in on it. i

Edmund G. Brady Wltk
~ Leason & Go., Ine.

(Special t0 THE FINANCIAL CHRONICLE)
CHICAGO, IlIl. — Edmund G.
‘Brady has become: associated with
Leason &' Co., Inc., 39 South La
Salle Street. Mr. Brady was
formerly in the Corporate trading
department of Reynolds & Co. and
prior thereto was with First Se-
curities Company of Chieago.

NEW ISSUES

This announcement is neither an offer.to sell, nora solicitation of offers to buy,
any of these securities. The offering is made only by the Prospeetus.

: Baltlmore ’- Paint and Chemical Corporation

$2,000,000

 Sinking Fund Debentures, 614 % Series due 1973

140,000 Shares -

Common Stock .
(50¢ Par Value)

( Oﬁercd only i Units consisting of $500. principal amount of Debeniures
- at Par and 35 Shares of Common Stock at $3.00 per Share). -

. Price $605 per Unit

. (Plus accrued interest) -

Co[un of the Prospectus may be' obained from only such of the wndersigned
il arg’ licensed or registered brokers -of dealers ia securities in this State.

P. W. Brooks & Co. Incdrporated ‘
Hill, Darlingtdn & Co.
Suplee, Yeatman, Mosley Co.

Incorporated -

McDonnell & Co.
Penington, Colket & Co.
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- THE

MARKET

By WALLACE STREETE -

... AND YOU

The stock market was 3%2% and a price-earnings

called on to absorb more

profit-taking . than it has in
months this week-and did a

thoroughly creditable job -of

refusing to:give up-too:much
under pressure. ‘Ear-
Lier the
continued to reach higher into
levels never before seen in
history. ‘

P = %

% %

The realizing became ap-
parent when the senior aver-
age had forged nearly to 550,
the upper limit of the 540-550
area which had been set as
the first target for the swing
by the market technicians.

Hectie Days

The nonferrous metal sec-
tion, which had paced the
latest upturn, was first to
bump . into the urge to take
profits and some of the hard-

_er setbacks were posted in
this group. At the same time,
however, investment interest
switched elsewhere, including
some concentrated demand
among the oils for the first

time in a long while. This

built up one of. the more
‘heetic: sessions of the year
with tickers forced:to lag re-
peatedly, volume.at- a peak
for .some -three- years, and
violent: crosscurrents -making
the list thoroughly serambled.
% ¥ " .

Latest reports -from-the in-
vestment - companies: ‘showed

large. ‘holdings of oils with-
only seleetive and mild light-

ening  of commitments in
some. More .important-as an
explanation for the laggard
ways of the oils recently was
the fact that new commit-
ments or enlarged - positions

were lacking. It indicated"

that the oils aren't going to
get very far unless the group
suddenly races into favor
with individual investors.
Some fuel oil price easiness in
scattered areas was also a re-
straining influence.

Cement Issues Also Neglected

The oils had company in
groups that are mostly neg-
lected, notably the cements
despite some. predictions that

. next year will be the first $50
-billion' construction - year =in
the mation’s :history. There
wasn’t any pronounced . pref-
erences showing for: any

- single: company-in-the. group

-including: General-. Portland:

- Cement:which, with:a better
- earnings-record ‘thamn others,
- .was.something of a dividend-
“increase candidate: Marquette
Cement: which operates main-
ly in the midwest and.hasn’t
~overriding - import ' troubles,
.also stands:to ‘benefit more
-than. the others. from the
highway  program. Penn-
Dixie is-something.of a lag-
gard with a yield of around

industrial average -

ratio- of only around 12 partly
because . its operations  were
hurt by a strikelast year and
it got off to-a poor start this
year. in- part because .of ad-
verse weather.

* %
The 'meat ‘packing shares
were able to muster a bit of
activity now and then with-
out too much overall prog-
ress. The better-acting item
in ‘this section was Armour
which. was able to reach its
best market price since its re-
organization a score of years
ago. The company, however,
is still one that crops up on
lists of items ‘‘worth more
dead than alive” since it sells
for less than half of its $44
book value. Earnings are ex-
pected to be comfortably
above last year’s 72-cents per
share, estimates putting this
fiscal year’s results around $1
and ‘recovery into next year
is expected with earnings of
around $2 and resumption of
dividends.

%*

P
*

Motion picture issues; too,
have not had much in the
way of popularity in the. last
decade which, in some cases,
was thoroughly deserved as
their ‘fortunes' slid 'rapidly
‘coincident ' with the: rise - in
television following: One low-
priced item that had its-vocif-
erous - champions ~was Na-
‘tional Theatres which was an
early advocate of diversifica-
tion to built up its estate;-and
joined with the enemy in spe-
cializing in. TV film. produc-
tion and distribution. The
stock was lagging in a yield

bracket of above 5% until its”

recent emergence.

“A Different Organization”
Aircraft and missile items
also lagged in popular atten-
tion, with' only Boeing and
Thompson Products showing
any investment interest when
the going was good. Thomp-
son is a rather different or-
ganization these days, the
shift soon to be even more

accented when it completes

merger with its . affiliated
Ramo-Wooldridge Corp. and
changes its corporate title to

Thompson Ramo-Wooldridge:
The company once depended-
largely on auto parts-for its.
‘business and was tied in.with"

+the cycles in:that:field. :

% w Lt

° In’ shifting ‘to -aircraft* arid
~missile’ work. and- expanding:

.into " electronics,, plus the
Ramo contributions-in missile
.and:electronic work,the auto
‘business- has receded.: even
"more : into the background.
Last year the auto and elec-
tronic lines together contrib-
uted - no more than:-30% to
overall sales and is slated to
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drop further. The company’s

1958 results aren’t expected
" to show anything startling, a
‘large’ decline from 1957’s
profits. anticipated. But the
future is bright and the stock
that sold for nearly 90 last
year is considered well de-
pressed’ at around-two-thirds
of that level.

" Issues. Behind  the Market

Also well behind the mar-
ket generally: are the. com-
panies that' contribute con-
struction machinery to the
road program, - particularly
such a company as Interna-
tional Harvester which is far
more associated with the
farm business by the general
public. It is one of the quality
issues still available at a 5%
yield.

P w

#

*

General Motors is also a
beneficiary of the highway
building program but its
dominant share of the pas-
senger auto market rather
completely obscures this par-
ticipation. The company is
highly regarded for the de-
fensive nature it showed dur-
ing this year’s poor auto year
and even appeared as stock of
the month in one of the lead-
ing services. The company
has restyled its lines more
extensively than its competi-
tors and stands in a leading
position to show a sharp re-
bound on -any improvement
in the general auto picture.

3 * % % i
. .Rails  with - their " limited
followers. are also prominent
as.a backward .group where
high -yields . are available in

quality . items and . the :rail--

road equipment makers have

been even more laggard. One .

of ‘thé more prominent. items
in the latter field is Westing-
house Air ‘Brake which is
credited . with '60% of the
market for air brake equip-
ment and accessories. This is

also a situation where diver- -

sification is a company aim
to lessen such dependence on
a single industry. It has been
adding road building and
electronics to its line. It is ex-

pected to eover its dividend .

requirement by a good mar-
gin this year despite a rather
poor earnings prospect. It has
a dividend record of pay-
ments -without interruption
for-three quarters of a cen-
tury. At recent prices its in-
dicated yield was a thoroughly
respectable 434%. . .

" '[The. views .expressed in this
article: do not: necessarily at any
‘time. coineide - with those: of ‘the
"““Chronicle.” They are presented

- as those of:the author-only.] -~

>\ With- Saunders; Stiver .

.- '(Special to T:sie FINANCIAL CHRRONIGLE)

- - CINCINNATI, Ohio—Robert:B.
Keeler: "is now : associated' with
Saunders, Stiver & Co., of Cleve=
‘land, ' members - of - the Midwest
Stock Exchange. - Mr.-Keeler who
‘has been in the investment: busi-
ness in Cincinnati for many years
was formerly with Westheimer
and Company, and Hill and Com-
pany.

By JOHN

Securities Salesman’s Cornerj

DUTTON'

The Importance of Cooperation Between
Research-and - Sales-

Possibly this- week’s - column

. should just be entitled “The: Im-.

portance of Productive Research.”
I am- going to’ make, an ‘observa-
tion here and: now that I do: not
believe will be challenged by most
experienced salesmanagers of suc-
cessful - investment securities -or-
ganizations. It is my observation
that any salesman that is qualified
with ‘the natural endowments and
the necessary training to produce
even a modest amount of business,
will automatically: increase his
production in direct relationship
to the quality of statistical and re-
search material that is available to "
him. The importance of soundly
conceived and researched “ideas,”
and the special situations which
are presented to a salesman by his
firm, produce the generating
power and the motivation that not
only creates sales, but it does even
more — it suggests new accounts
and revives dormant mental proc-
esses which any real salesman will
immediately seize upon to increase
his production and his scope of
operations.

The Creative Process

Basically, the sale of securities
is a matter of offering “ideas”.in
a manner that is acceptable, both
to individual and institutional in-
vestors. No worthwhile presenta-
tion of an idea, whether it con-
cerns the investment of substantial
sums, a modest nest-egg, the ex-
change of one security for another,
the taking of a profit, or any other
tfransaction which calls for a-de-
cision of importance-to ‘the in~
vestor can be consummated-unless
there are definite and logical rea-
‘sons for, it. Backed tp by a re-
'search: organization that produces
a constant flow of soundly con-
‘ceived material, and in which the
salesman can have confidence,
there will be no-lack of stimula-
tion for him . to appreach his
clients on a constructive basis. It
is' “investment ideas” which are
the motivating power-that engen-
ders constructive sales. thinking. -

Some Methods for Using Research
To Stimulate Sales

(1) Keep--an accurate list of
client’s holdings and a “cross
reference” file on each security.
Important news items and infor-
mation can then be sent to cus-
tomers and prospects as they ap-
pear on a salesman’s desk.

(2) Keep a record of client’s
‘objectives. Those prospects and
customers who are interested in
“growth of capital” should be filed
on a handy card index; those
where income and conservative
investment . objectives are para-
‘mount on another set of cards;
and traders, special situation
seekers, and bond buyers should

‘also be segregated.. Then if “new -

jssues” come along; an important
‘piece - of - news “about:.'a . speeial

-situation - is: available;.. or .some :

Jtem. presents . itself which- indi-
cates an-_attractive: “switch”- of
‘one security. for-another, it is pos-.
‘sible-to contact ‘customers by’ mail
.and . phone.
_efficiency;

ST

(3) Koo, youn euitéierthoin. -

ings.: Sometimes it is difficult. to

‘know . what ‘to:do with .a_certain:

‘stock: -that “looks ‘like it sheald
be sold.. The: .decision- to. sell. is
.only half :of the problem.  The

other half is “what to buy.”. For-

several months I. have ‘had . the
idea that I should suggest - the
‘'sale of a sound buy very slow
moving utility common stock out
of several accounts. This stock is
of good quality, and it should
continue to pay a modest return

quickly -:and - with <

at present levels bui with only a
limited growth factorstill evident
at today’s advanced: price. Then
one day I perceived upon my-desk
a very well selected group of
good yielding ‘income- stoeks and
one in particular which-was very
familiar to me (but. which I had
completely overlooked) stood out
of the list like a-flashing beacon-
light. Why had I not thought of it
before? Here it was, 30% under
the price of the stock I had been
considering as a ‘“switch”; the
same dividend; almost the same
industry; a better growth future;’
comparable earnings; and pos.-
sibly a better moving. stock from
now on (based upon recent mar-.
ket history). In the presse of busi-
ness, with 101 details every day
to take care of, with a telephone
ringing almost constantly during
a busy day, and with time for
study and research .limited, noth-
ing had rung the bell. I knew that
stock was there, I was very
familiar with it, I had watched it
for years, and yet, until that list
came to my desk I was stumped
for a logical “switch” out of a
stock that appeared 'overvalued
into one that could logically re-
place it. ’ 'y
(4) Don’'t give up on good
prospects. Today ‘particularly, in-
vestors are looking for good in-
vestment suggestions. If research
presents you with some attractive
“growth stocks”; “income’ stocks”;
or convertible bonds; get out your
lists, make .up a. short mimeo-
graphed letter (it doesn’t have to
be fancy), and enclose some of
‘these - suggestions. Offer service
and . additional. :information . and
follow-these letters.. Be consistent
.and the results will repay you for
the . small amount of extra time
.and effort you put into this pro-
gram. it

“Willard Howard With -
- Eaton & Howard, Inc.

BOSTON, Mass.—Willard How-
ard, Brookline, Mass., has become
associated with Eaton & Howard,
Incorporated, 24 Federal Street,
investment counsellors and mana-
gers of Eaton & Howard Balanced
Fund and Eaton & Howard Stock
Fund. Mr, Howard, who will be
a wholesale representative, pre-
viously was Assistant General
Manager of the United Shoe Ma~
chinery Corporation and . later
President of the National Shoe
Products Corporation.

Bache Adds to Staff -

(Special to Tez FiNanciaL CERONICLE)
BEVERLY HILLS, Calif—Ray-
mond J. Redares has been added -
‘to the staff of Bache & Co., 445
North Roxbury Driye.

. With Bennett-Manning .
(Special ‘o THe FINANCIAL CHRONICLE)

. :LOS ANGELES,: Calif.—Roy P.
Christoffersen: has. beerr -added .to
the. -staff * of .Bennett-Manning
“Company, 8417 Beverly Boulevard.

= Now: With Quincy Cass - -
4 '_‘fswimibonia}}“mmmsbﬁnoxxct‘iai'- o505
- L.OS ANGELES, Calit—Williarh

‘H. 'Wolf  has :betome- associated -
-yrith :Quincy. Cass. -Assoeiates, 727
‘West - Seventh ' Street.” Mr. Wolf
‘'was formerly with Walston & Co,,
Inc. . o

H. E. Pray Opens.

. LEWISBURG, . Pa.—Harold . E:
Pray has opened offices at 234
Market Street:to engage.in a se-
curities business.

hitized for FRASER
p://fraser.stlouisf_ed.org/
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, NEWS ABOUT BANKS

'CONSOLIDATIONS
NEW BRANCHES
+ NEW OFFICERS, ETC,
- “REVISED
CAPITALIZATIONS-

AND BANKERS

Stewart B. Clifford, Anthony T.
-EMis;" Williani-.F. ..
Robert L. Huston have been ap-
pointed: A551stant Cashiers of .The

" Fitst.National City Bank of New .

-York. All joined the bank in 1956.

Mr. . .Clifford is -assigned to ‘the .

Canadian District, Mr. Ellis to the

- Western District, Mr: Hohman to
the -Southern - District- and ' Mr.
Husttm :to the Petroleum Depart-
.~ ment _of the National Division. .

i RN &g

UhDERWRI’lERS TRUST : (,QMPANY
NEW.YORK

Sept 24, '58 J\me 30 '58
Totil rcsources_-_s $45,027,686' 545,154,367
Deposits’ ». 386,094,634 40,475,917
Cash:and due from
“bankg
U. 8. Govt. security-
‘holdings
-Loans ‘& discounts

. 5,457,156 6,995,920

122,459,312
13,493,125
. -1,624,013 |

% % %

Wllham H. Moore, Chanman of
the Board of Bankers Trust Com-
-pany, New York, announced Oect.

.:9 the- election of Eugene Brinker,
William - E. Hines and.Jerome D.
‘Twomey as. Assistant Vice-Presi-
dents, - All' had been Assistant
‘Treasurers of the.bank. .

Coincident with -the announce-
ment, Mr, Moore also made known
the election. of Richard :W. Con-

: stable, Edward. J. Holler: and By-

.'_‘ron F. West as Assistant Treasur-

ers,
Mr. Brinker, . who began his ca-
reer with the Public National Bank

18,898,012
1,590,457

and ‘Trust Company,- New  York,
o+in 1934 and. subsequently joined -

Bankers Trust Company when:the
two institutions. merged in: 1955,
is‘associatéd with ‘the bank’s 1107
: Broadway Office. He was named
i ,-izlagﬁ‘;)ff:cer of - Public National. in

Mr. Hines, with the bank’s di-
vision handling activity in Mich-

’ REPORT OF CONDITION OF i

- 1
- - CORPORATI
COMP;

NSRS
©of '120 Broadway, New York, New.York. at,
the close of business on-September 24, 1958,
published in accordance with a -call made
by’ the Superintendent of Banks pursuant
-to the provisions of the Bankirg Law of
the State of New- York.

ASSETS

Cash balavces with other
banks ‘and  trust compa-
nies, including reserve hal-
ances, and cssh jtems in
process of ¢ollection

United  States = Government
obligations, ‘direct and
guaranteed .. .. _. .

Coyporate stocks”

Leagehold improvements

Furniture and ri*ctures__

Other asscts

$2,072,668.10

280,641.28
60,000.00
297,261.21
453.655.41
539,907.26
TOTAL ASSETS $3,804.133.26
; LIABILITIES
Demand dcposits of - indi-
viduals, parinerships, and
‘eorporations_
Other hamlmts ..2,055,434.90
TOT&L LIABILITIES....... 32,382,713.77
CAPITAL ACCOUNTS
$500,000.00
325,000.00
596,419.49,

Capital -+
--Burplus fund -
Undivided profits,

TOTAL CAPITAL AC-
“COUNTS _.____="_ "' $1421,419.49
TOTAL LIABILITIES, AND
CAPITAL ACCOUNTS__ -$3,804,133.26

+This bank's capital consists nf common
swck with total par xalue of £500,000:00.
" "AEMORANDA

Assets pledged or assignedto
securc liabilities and -for
other purposes-.____.___.
Becurities rs shown -above
are ai‘rer deduction.- o[ Te-

$109.641.28

© 639.97

I, CHAH.LES .J. SKIKNER. Treasurer of

?he above named institution, hereby certify

-sthat -the above.statement is frue. to. ﬁhe
best:of my knowledge and belief. -

Conectf—huext
A 3 . RALPH. CPE\KS}' ’

Lol P LE PAG‘EJDnectors

b://fraser.stlouisfed.org/

Hohman* aiid s

14,235,378

‘| Cush and . due rrom -

igan, Ohio, Pennsylvania and West
Virginia; joined the:Lawyers Trust.
Company, New York, in 1933, He
subsequently’ joined Bankers ‘Trust

Company “in-:19507 when-, the “two"

institutions -merged. . Mr.. Hines".
was named an officer.in 1946. He .
has. been in his pxesent capaclty
since ;1956 - having . prior " service
with the =Metropolitan ..Division
and the- .Finance Company Divi- .
sion of ‘the:bank. « | . o

* Mr,. Twomey - Jomed Bankers

~Trust Company .through:the: 1955 (

merger. with: the ‘Public¢ -'National
‘Bank: andTrust . Company..-He:is
assigned ‘to..the 1107 ‘Broadway :
Office of” the bank-and was named
an officer ‘in~1950. ‘He began hlS
career with ‘the bank'in 1945,

Mr. Constable is a geologist with
the Petroleum-Group -of the
Special Industries Division of the
bank. He ]oined ‘the ‘companyin
1956 and’ has-‘been ‘employed in
his present’ capacity since tha
date:

Mr. Holler began hlS career w1th
Bankérs Trust Company in 1943.
He has been assigned to the Eighth
Avenue : Office’ of " the company
sinre 1956. Prior to.that date. Mr.
Holler worked in the Credit Di- "
vision, the-Personnel ' Relations
Department and’ the :Branch' Of-
fice Loan Division.

Mr, West, since November of
1957, has been associated' with the
newest Bankers “Trust Compainy

Office at Third Avenue'and 46th

Street. in-Manhattan.  Joining.the

company- in. 1950, he participated’

m the company’s executive train-
ing program- and in 1952 joined
the Credit :Division:of the bank.’

TFour years later Mr.. West joined

the Amusement Industries Group
of the bank. ]

RSEIEIE AR B S «
THE CORPORATION TRUST | COMPANY,
NEW' YORK
Sept. 24.’58 June 22’52

$3,804,133 . $3,636,156
327,279, 288,607

Total resources ...
Deposits

banks t______.___ . 2,072,668
U, 8. Govt. cecurity

. holdings. .- 380,641
Undivided profits__ 596,419

C B T S ]

< 435,653
564,485

Adrian. M, Massie, Chairman_ of
the Board and Hulbert S. Aldrich,
President of The New York Trust
Company, New York; -have an-
nounced the followmg appoint-
ments:

Keith Kingsbury has been ap-
pointed an. Assistant = Treasurer
assigned 'to Division 3 in the
Banking ‘Department headed .by.
Edward L.. Palmer, Vice-Presi-.

dent. - The Division.is responsible

for the bank’s Commercial ‘ and
Banking - relationships " 'in "“the
Southeast, Southwest and . Missis-
smp: Valley areas.

"Richard ' C. Memhard has been
appointed an Assistant Treasurer
at.the bank’s branch at 10 Rock—
efeller Plaza.

% i .
FEDERATION BANK AND mubn €0.,
NEW YORK- ¥ oe=-
" ~ Sept: 30 '58 Tunego 58

Total resovrces - .
Deposits - -
Cash & due

1(;0 3(;2 £89.146,206,894
)

28,377.&'86» 101.19’_[,926

28.640,768 35,420,164 .
69,707,294" 59,029,446

1.072,171
£ £

' Richard K Wolpert, Chairman
of the First National Bank.of East-
Islip, L. L, dled Oct. 6.

Ed %

State: Bank of Norw ood, Nor-.
weod; N. Y., and The:St. Lawrence’
County National Bank of Canton,-
Canton, N. Y., merged under char-
ter and title of the latter-bank: A~

Loans - & discou
Undiyviced mofna.

branch -~was established - in--the’ "~

former location: of State ‘Bank- of -
Norwood. - ’

" Officer;

1,732,619 -

920,480

The Cominercial and Financial Chronicle

THE - CONNECTICUT_ BANK - AND TR‘.UST
CO., HARTFORD, CONN.
£y o e Sept. 24,58 June 30, '58

$
363,342.555 386,115,018
314,923,744 347,562,130

Toml rcsot rees: ..
Deposnts n

76,857,329 106,246,570

1
lity huldmgs 70,550,29¢ 70,872,319
Loans & disecounts 14.),921 027 155,843,366
Un(llvuled pwn's =S a,. 30,60 9,T0Y,240
Natlonal State Bank of Newark
N.#'J.” anhounced .that "David. J.
-Connolly,:
‘Michael "A. Jackson, former di-
reetors of. Federal Trust Company;

Newark; N.J.; were elected to the

Board of D1rectors «of  National
State Bank.

“ A new' Advisory Board serving
fhe ‘three Federal - Trust- Offices
‘ha’s -been” formed and’ 'will .¢om-
prise the:following, all of whom
‘were’: formerly ‘directors of Fed-
“eral " Trust Company:. David J.
Connoll, "Mark Anton, Harry N.
BOCkus, David Cronheim, Leo J.
Fitzsimmons, Herman B. Lermer
Frank -C; Mmdmch William' S.
Stuhr; J.: Vincent Talbot Stanley
M Tracy

. At the Board of Dxrectors meet-
mg held. Oct. 9, the bank' also
announced the election of the-fol-
lowing officers, all of whom, were
formerly associated with Federal
Trust Company: -

David J. Connolly, Vice-Chair-
man; Leonard P. Groves, Vice-
-President; Thomas J. Brennan,
Vice-President; William S. Cherry,
‘Vice-President; John J. Germaine,
Vlce-Presxdent Henry H. Hegel,
. Vice-President; Robert R. Fer-
‘guson,  Jr., Assistant Vice-Presi-
dent; William H. Hassinger, As-
sistant ' Vice-President; Emil L.
-Pabst,’ Assistant Vice-President;
George -L.-Ripley, Jr., Assistant
Vice-President; Herman F." Arlt,
Assistant Cashier; Richard N,
Berkefeldt, - Assistant - Cashier;
William. J. ~Brunner, - Assistant
Cashier;  Alexander ‘N. Ciavarra,
Assistant - Cashier; - Kenneth A,
Clark, Assistant Cashler Edmund
J.! Mahoney, Assistant Cashier;
Anthony Mitchell, Assistant Cash-
ier; John :J. Mooney, Assistant
Cashier; John J. Wolf, Assistant
Cashier; John F. Fay, Trust Of-
ficer; George V. Gilmartin, Trust
Leo E. Leichter, Trust
Officer; Frank E. Atwood, Trust
Officer.'

The board also announced the
promotion of William L. Stauder
and Edward P. Steitz from the po-
sition. of Assistant Vice-President
to- " Vice-President, -and . Victor
Glasser and Joseph 'S. Brown from
Assistant’ Cashier to -Assistant
‘Vice-President. -Arthur -Petitt-was
appointed to.the position of As-
sistant Cashier.

Mr. Stauder began his banking
career.in 1916 with the Merchants
National . Bank of Newark and
came to Natlonal State Bank . in
1949 through the merger of. Mer-
ehants ‘& Newark ‘Trust Company
and. was  appointed. as 'Assistant
Cashier. Shortly thereafter he
was .promoted to: the position of
Assistant Vice-President.

Mr. Steitz” began his” banking

career in 1927 with the Mt.»Pros-
pect National Bank and was Cash-
ier of that institution when it was

i-:merged with - the : United - States

Trust Company in 1941. When the

United- States. Trust was, merged-

"/ with ;National State ‘Bank in, 1950
“he: was. appointed -fo the position
of Assistant -Vice-President. . '

© Mr. Glasser began his banking

career .in’ 1924 with the- National
‘State Bank'and ‘was -appointed an
Assistant ‘Cashier- in-1948.-
Mr. Brown began. his- banking
career with National State Bank
in'1953, and was appointed an As-
sistant Cashier in 1956.

Mr. Petitt’'s banking career be-
gan in ,1926. with Merchants and
Newark Trust Company and. he
came to Natlonal State . Bank
1hrough the merger of that insti=
tution.in<1949.- - - -

Previous article appeared in the
column ‘on- Aug. 21, page 718 and
“Oect:-9, page 1462.

~treller (and..a Vice-President .of
‘John"J; :Claney--and *

THE PHILADELPHIA NATIONAL BANK,
PHILADELPHYA, PA.

Sept. 30,’58  June 30, '58

Total resources_

Deposits

Cash ‘and due
frora bhanks. .

U. S. Gevt. se-
curity holdgs.

Loans & discts. 431,064,521

Undiv, profits__ 13,357,069

%

- Frank B. ,Morgan, 58, Comp-

1 ,052,301,%61
942,756,148

1,168,190,735
995 71‘6,238

269,406,634
226,073,545

J‘ 'T,‘L.;,OZ(‘

+219,329,413.
434,648,051
13,139,577

the American Security and Trust
Company, Washington, D. C.; died.
Oct, 7..Mr, Morgan.formerly had.
been Controller and a.Viceé-Presi-- -

‘dent of the: Title: Guarantee and

Trust Company in New York, Mr.
Morgan became Controller of Title
Guarantee in 1937 ‘and a Vice-
President, in 1948. In 1950 he be-~
came. Controller of American Se-
curity. Since last January he also
has been a Vice-President,
& L X

The Liberty Bank, Ada, Ohio,
and: The First National Bank: of
Ada, Ada, Ohio, consolidated under
charter of the latter bank and new
title The Liberty National Bank of
Ada, with head office transferred
to former location of The Liberty
Bank. A branch was established
in the former location of The First
National Bank of Ada. .

%t

Western Natlonal Bank of Ci-
cero, Ill., increased its common
capital stock from $400,000 to

$500,000 by a stock dividend, ef- -

fective Oct. 3. (Number of shares
outstanding —. 25,000 shares, par
Value $20.)
i
THE meN\L BANK or DETROIT,
MICHIGAN
Sept. 30 ’58  June .;0 58

Tutal resources. 1,910, 380 284 1,951, 420 462
Licppuntis  cvmmmis Ly 184,050 V0d
Znsh and  due
from banks._
U.-S.- Govt. se-
curity holdgs.
Lozns & discus, 651,900,662
Undiv. profitst 27,024,587

E e P

e UIL,VOS

387,098,594 388,320,016

652,676,680 721,546,932
629,316,473

25,221,104

E. A. Reddeman retired as Pres-
ident of American State Bank,
Milwaukee, Wis., but continues as
honorary President. John Butcher
will succeed him, and William E.
Wierdsma - was. elected -Senior
Vice-President,

- e W

First’ National Bank of Fort
Stockton, Fort Stockton, Texas,
received permission from the of-
fice . of the .Comptroller of the
Currency to open a new bank.
Tom H. Stovell is President and

‘Cashier.. The: bank" has a capital

of $125,000 and a surplus of $125,-
000. o b

First National'Bank of Cuper-
tino, Calif. changed its title to
Tirst National Bank of Saratoga
and Cupertino, effectlve Oct. 1.

& Ed

‘An offering of rights to share-
holders of The Toronto-Dominioi
Bank, Toronto, Canada, to sub-
seribe for 400, 000 additional shares
of “capital’ stock of the bank was
announced Oct."10 by A. C Ash-
forth, President.
The rights are being offered .to
shareholders of record at the close
of -business on Oct.- 10. -The sub-
scrlptxon price for the additional
stock is.$34 per share in Canadian
currency. Shareholders will have
the right to subscribe for one ad-
ditional share for each five shares
held. :
. The right to subscribe for addi-
tional shales will explre Jan, 15,
1959, "
. He a]so announced that the di-
reetors: of the bank authorized a
transfer of $2,000,0000 from un-
divided profits to Rest Account,
bringing the total of the latter to
$48 million. i

The sale of the additional 400,-
000 shares of capital stock Wlll
result 'in an increase in Capltal
Account of $4,000,000 and in Rest
Account of $9,600,000 bringing the
amount of these two accounts to
$24,000,000 ‘and $57,600,000 respec-
tiv ely, an aggregate of $81,600, 000

In a-letter ‘to shareholders, ‘A.
T.-Lambert, General Manager of

(1585) 17

The Toronto - Dominion B ank
states ‘that the subseription pnce
of the additional shares.the bank
is offermg to shareholders may be
paid in 10 equal monthly instal-

-ments of $3.40 a share. The instal-:
‘ments. are to.commence Jan. 15,

1959 and the final one will be due
Oct. 26, 1959.

A subscriber, if he desu'es, may :
pay the whole of the purchdse -
price at the time of subscription.

“N¢ interest. or “discount will be -

allowed for prepayment. However, °
all payments ‘will 'be taken "into
aceount ‘in - the- payment of 'dl\u— i
dends. - '
.. Mr, Lambert explains that each
new share. subscribed for. wilk.
rank for any future dividends in
the proportion . which the ‘total
amount .of ‘subscription ‘payments -
received. by 'the -bank for each
share on or before the record date
of such dividend bears to the sub-- |
scription price of $34.

The Bank Act pr Ohlblts the offer
of a fraction of a share. Mr. Lam- -
bert states that after Jan. 15 1959,

.shares resulting from these frac-

tions,- together with. any shares
not. subscribed for, will- be. dig=- -
posed of by the bank and the net .
proceeds in excess of $34 per share.
from the sale of these shares will
be distributed to the shareholders
entitled thereto.. ' Arrangements
are being made for the underwrit-
ing of these excess shares by a
:group of leading investmest houses
across Canada.

The offering. of rights to sub-
scribe for new shares is not being
extended to shareholders. in:the
United. States, ‘according tq Mr.
Lambert. However, - U. S. share-
holders, will be :provided - withy
rights ‘which they may sell- or
traisfer.

Warrants will - be mailed to
shareholders in about two weeks
time. Such warrants will be trans- -
ferable and may be subdivided.

Subscriptions will be accepted

.at. the Head Office of the bank in

Toronto and at. its:London, Eng~ -

land office.up to the close of busi=

nes on Jan. 15, 1959. .
B LR

‘Bank ot‘ Hawaii announced the

_ appointment of-two' new -Branch

Managers. - Charles W. Sakuma '
was .appointed Manager -of - the '
bank’s Waipahu Branch, and Frank
W, Finlayson, Manager of the :
Kanephe Branch: .

Mr: Sakuma has been w1th"che '
bank since 1941 and: has been. at
the Waipahu Branch the past eight -
years. In 1954 he was appointed .
Operations :Supervisor . for: the

" Branch, and in June 1956: was

named Assistant Manager.: In Jan- .
uary 1958 he was named, Acting

Manager, succeeding Frankr; J.
Manaut, who moved to the man-

" ‘agership of the bank’s Kaimuki -

Btanch o

Franklin W, leayson, new -
Manager of the Kaneohe Branch,
will relieve M. M. Cabrinha’ who
has been Manager there since.1954.

Mr.  Finlayson first joined the
Bank of -Hawaii in 1936. -He'was .
relief manager of Kaneohe Branch .
in. June 1958 -

Haris, Upham & Go.
"~ Fall Lecture Series

. Thomas . B. .Meek, .manager. of
Harris, Upham & Co 99  Park .
Ave., New York, has announced .
that four lecture and discussion ]
periods-will be conducted in 'that

‘office on successive Mondays from

7:30 to 8:30 pm begmmng Oct
13. =
Open to the pubhc, the series -
will feature, in order, addresses
by Mrs. Rose O'Neill, registered
representative, on . “The

Market and How it Operates,” and
“Individual Investment Planning”;
“Investing for the Future” by Mr,
Meek; and “The Value of Re-
search Behind All This Planning”
by Percy Weeks, manager ofthe '
firm’s investment advxsory depart-
ment. -
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Continued: from page 7 - - ..

...the_rolling nature of.the -postwar.. ..
adjustments, those businesges and " .

ABank 'and‘InsumnCéSt‘d_é“ks'j '

By ARTHCUR

" This Week —

- In any discussion of bank earn-
ings, due weight ought to be
‘given' to any .material security
profits or losses, Not all banks
-report these figures even on an
annual basis; and not many show
the results on a quarterly inci-
dence. For a long period when
the.large Necw :York .City banks
wereé far imore devoted to loan
demand than concerned with their
security holdings, these profits or
losses did not bulk large at all.
Loan rates were high and volume
was about all the loan officers
looked for, so why worry about
Government bond holdings. In-
deed, many banks at that stage of
the market simply regarded their
bond portfolios: as reservoirs of
funds to ‘draw on-for their loan
demands.

But the day came when loan
volume declined and the banks
were in a position where ‘it be-
came necessary to invest in bonds
such funds as came in from ma=
turing loans that were not re-
newed. The big New York banks,
being largely in the position of
depositories for some interior
banks, it is essential that when
they do take on bond holdings,
they- confine themselves' alihost
entirely  to short-term paper in
case the interior banks' call for
their deposits. This short-term
paper gives the New York banks
a quick roll-over-and ‘p1¥s ‘them
in a position to meet demands of
all kinds on their demand de-
posits.

Therefore, it seems 'somewhat
of an anomaly: that they ‘turn up
with' substantial amounts of se-
curity profits, particularly in the
face of the very bad bond market
we have had to :contend with.
Those showing the largest amounts
of security profits for .the nine
months to Sept. 30, 1953, are as
follows:

Bankers Trust

Chase Manhattan
Chemical Corn Exch..
First National City._.
Guaranty Trust
Hanover Bank 9,209,000
J. P, Morgan & Co..._ 2,340,000

First National City’s figure in-
cludes its affiliate’s profits, City
Bank Farmers Trust Co.

Most ‘of these totals were piled
up in the half-year, as the Sept.
30 figures differ but little {from
those of June 30. In any cage, it
is a commendable showing.

Compared with Sept. 30, 1957,
the 13 large New York City banks
averaged an increase in Govern-
ment bond holdings of 31:.4%, one
bank, Hanover, increasing its
portfolio . from .$228,274,000. ; to.
$438,975,000, ‘or ‘about - 92%:  But
the comforting part of it from the
point of view of the bank man-
agements is the fact that the
banks' loan volume . contracted
considerably less than the increase
in governments; - even.. when” we
make allowarées for the fact that
loans constituted a much larger
ﬁgure than' governments to start
with. The -shrinkage- in loans
averaged about 6.9% in the 12
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months, with Hanover Bank show-
ing a decline of 14%. But as in
most cases deposit volume was
somewhat larger at ihe 1958 date
than at Sept. 30, 1957, some meus-
ure of the betier combined show-
ing (governments plus loans) is
accounted for. g

Of the: 13 banks, eight reported
greater operating earnings than
in the 12 months ended Septem-
ber, 1957. Parenthetically, 12
months are used in our calcula-
tions because oiberwise the lact
quarter results, often important in
relation  to the other quarters,
would not be included. The five
that reported lower ' operating
earnings showed them to be an
average of 214% lower, while
those - whose results 12 months
were betier showed them to be
5% Dbetter. The net was of no
great consequence.

But what is ahead? This .de-

‘partment continues bullish on.the

bank stocks. Reports.of improve~
ment in the economic outlook
continue to increase, whether they
be- on employment, stcel produc-
tion, freight loadings,.or whatever.
‘And money rates are hardening
with . an improved: demand- for
loan accommodation.. On all of
this the banks thrive, and we look
for moderately better  operating
carnings. ]

..-For: the:chartist, the “American

‘Banker” index of the bank stock

average has now gone through'an
old resistance point taking us back
to .the. _early . depression  years.
Yieids are beginning to be whittled
down; but as the average pay-out
ratio (dividends: cperating earn-
ings) is now only about 54.7%,
there is ample room for upping
some payments. In this circum-
stance, it is of course possible that
several increases could take the
form of yeer-end cxtras.

Winslow, Cohu Firm -

~ To Admit Pariner

© On Nov. 1 Stephen-A. De Guard
will -be  admitted to partnership
in Winslow, Cohu & Stetson, 26
Broadway, New York City, mem-~
bers of the New York Stock Ex-
change. - ’

~To Represent Blue Ridge

 Milan D. Popovic, President of
Blue Ridge Associates, Inc.,” an-
nounces the appointinent. of John
R. Mathews as regional wholesale
representative of the Mid-West.
Mr, Mathews will cover all of the
Mid-Western states but.will make
his headquarters in Chicago. Blue

‘Ridge ‘Associates, Inc. is the Na-

tional .Distributor of the share of
Blue Ridge Mutual Fund, Inc.

‘With Josephthal Co.

. . BROOKLYN;: N.. Yi=—Josephthal
& Co.; members-of the New York
Stock Exchange, announced that
Harold J. Rhodes is now associ-
ated with the firm as a registered
representative. in the Brooklyn
office, 186 Montague Street;

NATIONAL OVERSEAS AND
GRINDLAYS BANK LIMITED

Almelgamating National Bank of I
&nd Grindlays Bank {tfd.m“ -
Head Office:
26 BISHOPSGATE, LONDON, E.C.2
_— London Branches :
« JAMES'’S SQUARE, S.W.1
54 PARLIANENT STREET, 8.W.1
Bankers to the Government in : ADEN, KENYA,
UGANDA, ZANZIBAR & SOMALILAND FROTECTORATE
Branckes in:
INDIA, PAXSTAN; CEYLON, BURMA, KENY,
TANGANVIKA, ZANZID AR, CaAtIA "
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What Do We 1

From Recessions?

know that most plant and a good
deal of equipment is an invest-
ment. made not for the current
year but for five, or ten, or more
years into the future. It is never~

theless a fact that in the postwar

period business expenditures on
plant and equipment have fol-
lowed,.not led, the business cycle.
Business plans have been too
much influenced by the psy-
chology of the moment, and not
enough by a calm and realistic
evaluation of future demand. This
instability of capital plans, like
the instability of inventory policy,
has of course intensified the
swings in business activity, as
well as sacrificing the profits
which could be achieved through
more rational planning. The first
lesson which we can learn from
the postwar recessions is that, in
our inventory policy, we must be
on top of the market at every
moment with an efficient systein
of prompt adjustment to changing
market conditions; in. our caiptal
plans, we must adopt somewhat
the  opposite policy, resisting the
over-enthusiasm  or. over-pessi-
mism of the moment, and working
out a steady and.continuous.pro-
gram of expansion and moderni-
zation. X

" Stable: Consumer Spending .

We can be-greatly aided in put-
ting into effect these. policies if
we observe second lesson of the
postwar period — the remarkable
stability-of -consumer -spending in
general, although, of course, there
have been sharp changes in the
pattern of their spending. The de-
sires and the whims of consumers
are difficult to forecast and are

constantly changing. Between.

1956 and 1958, for example, the
consumer lost interest in a whole
area of our output such as durable
goods, but despite this, total con-
sumer spending proved to be the
‘most stable element in the post-
war. economy. In every one of the
three recession years, total. con-
sumer - spending- has -been larger
than in the previous boom year.
Even if spending on- services is
excluded, consumer purchases of
goods in each recession year have
been at least as large.as in the
previous vear,

This stability of consumer
spending should encourage.us in
the future to calmer, less fearful,
business planning.  We can never
cease our constant and prompt ad-
justments to changes in his de-
sires, but if we give him a fair
deal we can lay our plans with
confidence in the basic stability of
consumer demand.

Cannot Rely On Government
Controls )

A third lesson which I believe
is a particularly important one is
that we must not—in fact we can~
not—rely on .government controls
for the success and the stability
of our economic system. In the
first place, the record of govern-
ment economic controls in the
postwar period—particularly the
record of fiscal policy—is not one
which encourages much ‘confi-
dence. Too . frequently, govern-
ment has lectured the private
economy on the evils of inflation
and at the same time poured its
own spending into the market to
bid up prices. In recessions, the
story has‘\almost invariably been
one of ineffective discussion when
business conditions were at their
lowest ebb, followed by a splirge
of government spending which has
come too late to be anti-recession-
ary yet just in time to contribute
to the next inflationary boom.
Government action this year pro-
vides a monstrous example.

In the second place, reiiance on
government has made it too easy

for business and labor to forget
their own responsibilities to the
economy, This is particularly true
with respect to the evil of infla-
tion. Inflation has become a
household word, and it is widely
understood as a bad word. But
one of our difficulties seems to
‘be that too many people fear the
idea of inflation, yet fail to admit
the causes of inflation. They will
walk headlong into it, deploring
it ‘every step of the way. Busi-
nessmen, government leaders, and
labor chiefs all agree that infla-
tion takes an unjust toll on a large
proportion of our people — but
even while they make statements
deploring inflation, they organize
to increase wakes, to raise prices,
and to appropriate increasing gov-
ernment expenditures. They are
so imbued - with the philosophy
that ever higher dollar wages and
dollar sales mean prosperity that
they demand perpetually easy
money to blow up these dollar
figures, ignoring the .injustices
which this process imposes on
large groups within the  economy
and.deluding themselves into be-
lieving that more dollars neces-
sarily ‘mean a higher standard of
living.

. I'do not believe that.inflation
can be stopped. by appeals for. for-
bearance.” But. it i§“becoming in-
ereasingly clear.'that we cannot
rely on monetary and fiscal pol-
icy, as we have known it, to solve
the problem. More effective use
of these controls could certainly

help in curbing the rise in prices, |*

hut the very nature of government
makes it difficult to employ eco-
nomic controls promptly and de-
cisively. Effective ‘and wise use
of government economic power is
something to be hoped for in the
future rather than something
which can be relied upon in the
present. To fight inflation today
it is up to the private sector to
make our economic system more
truly competitive, both in busi-
ness and .in’ labor.. A. more com-
petitive economy is the most ef-
fective means- for ensuring that
consumers will share in the. bene-
fits of advancing productivity and
that the evil of inflation will be
uprooted. : ¢ .

It is often said-that as long as
wage increases are limited to in-
creases in productivity, there is
no need for price- rises to com-
pensate for- wage rises, This is
not necessarily so. It is possible to
pay the full productivity incre-
ment in higher wages without a
price rise only if increased out-
put per manhour is at least pro-
portionate to the increase in the
required ‘capital investment that
made better productivity possible.
Unfortunately; this is often not
true. In the second place, when
the fruits of productivity increases
are divided. between labor and
capital, the consumer, who should
certainly get a major share, is ig-

“nored.. The consumer is the real
‘key to our economy; and he should

share, through price reductions, in
those areas where our productiv-
ity is advancing most rapidly.

Advantage of Diversification

The final lesson which our re-
cent experiences should teach us
is the advantage of diversification
—both for individual business and
for whole communities such as
Indianapolis. An important char-
acteristic-of each of the postwar
recessions has been' the fact that
while some aspects of the econ-
omy have experienced difficult
times, other segments have sailed
through the adjujstment un-
touched. During the recession of
1958, for example, while durable
goods were particularly hard hit,
food products, drugs, farming, and
many other industries were estab-
lishing new records. Because of

communities  Which - included -di-

" “versified operations have survived .
-the. adjustment much
cessfully tharr more . specialized . : .

areas, - » . ;
Over the past few years we at '
the Prudential have made a con-
tinuing study of New England,
which is_an interesting case .in
point. We were particularly in-
terested because we are locating
our new Northeastern Regional
Home Office in Boston. New Eng-
land, originally, was anything but
diversified. Fishing, textiles, and
boots and shoes virtually main-
tained its economy.. Whenever
anything happened to these indus-
tries, the New England economy
suffered seriously. - In - the: end,
over-specialization took its -toll
and the New England economy all
but collapsed. It. stagnated for a
long time, but then a well-or-
ganized plan of diversification and
far-sighted financing projects
made possible the starting of new
businesses in New England.” The
economy of that entire section of
the country-began to take on new
life. It is still moving forward at -
an: --accelerating - -pace, - and' the -
many types and sizes of businesses
have made the New:England

REPGRT OF cogmm’ox or‘v
- Underwriters Trust
Company

of £0 Broadway, New York, New York, at -
the close of husiness onSeptember 24, 1958;
published in. accordance with-e-.cail Tasde -
by the Supcrinterdent of Banks pirsuant
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the State of New. Yark. S

el : £SSETS

Cash, balances -with other
banks and trust compa-
. mies, including ‘reserve bal-
unces, ord cesh ditems in
s proeess of cellection oo
United - States -Governient
obligations, direct and
guaranteed .. ... e
Obligations of &
political subdi
Other bonds, note;
hentures..... o -
Loans and discounts (includ-
ing #2,103.79 overdrafts).
Banking premises owned,
none; furniture and fix-
O (11 N, S T~ o
Customers' liability. to ihis
institntion on acceptances
outstanding . ..
Other assets...

$5,457,155.92

22,459.311.81

2,75

,737.69
482,442.58
13,493,124.91

126,781.18

'TOTAL ASSETS

T LYABILITIES

Demand  deposits. of * indi-
viduals, puartnerships, and -
corporations..-

Time deposits of individuuls,
cpartnerships und corpora-
{ions.

Deposits  of Uniled States
Government . o

Deposits of Sta -
1litical subdivisions

Deposits -of banks and trust
COMPANI®S e e

Other dsposits (certified and
officers’ checks, €1e.)mmm ..

5,107,884.64
298,213.41
11,299,780.78
650,297.47
220,058.69

TOTAL DEPOSITS

Bills payable, rediscounts,
and - other labilities -for
-horrowed Mmoney e ...
Acceplances executed by or
for account of this insti-
tion and outstanding...__
Other liabilities.

'TOTAL LTIABILITIES... ... $41,399,680.54

CAPITAL ACCOUNTS
Capital ¥ oo $1,000,000.00
Surplus fund ... 1,000,000.00
Undivided profits 1,624,613.27
Reserves . 3,392.00

$38,094,634.32

$3,100,000.00

4,900.00
. 200,146.22

$3,628,005.27

TOTAL LIABILITIES AND
CAPITAL ACCOUNTS.. $45,027,685.81
$This hank’s capital consists of common
stock with total par value of $1,000,000.00.

; MEMORANDA

Assets pledgzed or assigned to
secure liabilities and for
other purposes

Losns as shown above are
after deduction of reserves
of z

$16,234,931.64

¢ 159,893.63
Securities as shown above
are after deduction of re- )
iBerves of cisessocisas s 163,948.58

I, KENNETH W. LANDFARE, Secretary
of the. ahove named institution, .hereby
certify that the above statement is true to
the best of my knowledge and belief.

= = _KENNETH W. LANDFARE
Correct—Attest: - i

. CHRISTIAN ‘W.. KORELL

72 " PERCY-C. MAGNUS {Directors
i1+ - % —~JOBEPH B. V. TAMNEY

more suc- -’
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.economy less sensitive to business,
downturns than it“was in former

throughout. the-recession -year. . A: fits; if Congress:and:the Execuiive . 3 .8 .- s United - i ofT ik
diversified -community, ' like 'a‘branch" bore them:in mmg%lg}a?ﬁm:hmr M e Hnliat Suet ol AnaRa D T

- .‘fnajor . contribution to - économie: - "_,.:. g
*---‘stability through-better inventory. ..
“ and‘plant’ and ‘equipment ‘policy. . -

years. ., sl " ne
" The city “of: Indianapolis’ is,
reasonably ‘well-diversified com-

-.munity, but -your. economy :could .
. many. more things -that we could--

i achieve ~additional stability’
through further emphasis_ on non-

-+ durable goods lines: This suggests
that the long-range-plan of growth
and  stabilization, in which: you

.~ have already :‘invested so many:

millions’ of dolars, could well ‘af-
ford- to take on a new dimension
—tne dimension of economic di~
“versification. Indianapolis, and
this area in general; have a great
“deal ‘to -offer a growing .industry.
Your eompetitive assets - sheuld
put.you in: the front-rank .among
the areas ing-new and diver-
sified industrial - and -commercial
activity. ‘Your experience in this
last-reeession indicates to-me that

the -Republic of ,Panama._for the -

. diversified business,-is in position
‘10 survive :the- storm - more suc-

‘cessively. HS ;
‘Probably- there  are a. great

learn from recessions if:we were.
determined. to use.the recessions
as -lessons in -economic’ manage-

‘ment; and not-simply Tegard: them

as ' something to get .over and -out
of the way -as-quickly as-possible.

‘But certainly - these- four: factors.

emerge as-obvious,. and I believe
that-if all ‘of us kept themin mind
—if - business remembered ' them
while production -is - soaring; -if

“labor. ‘- remembered - them- -even:

when they found themselves in .3
strategic position -te- demand .and
get higher wages and more bene-

in political - years——if these things
‘could be-done; I-believe swe would
‘have” ‘fewer ‘adjustments, < there
would be greater ‘time -intervalsexternal*

between - them, .and. ' we. would;
find ; ourselves: less:at. the mercy
of . :continuing ~and ‘accelérating
inflation, - -+~ 170 " B

Ao ol 2 D

-+ Milan D. Popevic, President. of

Blue Ridge-Mutual Fund, Inc,, has
announced the election of “William

.Gerstley, 2nd, as a director of the

fund.  Mr. Gerstley is- the :senior:
partner - of ~Gerstley,  Sunstein &
Co,Philadelphidinvestment
bankers. n

The,Republic .-of --Panamd - -on

eda-registration state-
he:SEC for $16,700,000
A . Secuired -bonds: of  1958.
:Lehman Brothers-:was named as
‘managing tinderwriter, - The bonds
are to be due.April 1, 1988, to-be

ment-with.

- -optionally. redeemable . :April "1,

1964 -at-105% .-and: thereafter: at
:lower :redemption prices -and:are
to be'.entitled :to :annual sinking
fund. -payments. at. par value. cal-
culated to retire 100% of the is-
sue by maturity. ) T

-Security for.the bonds is to be
an irrevocable ‘assignment to The

First National City Bank-of New -
York,. as fiscal-agent. of the Loan,

of °$1,000,000 of-the. annual {reaty
-payme;'lt due - in -perpetuity from

use,.oeccupatien and contrel ‘of the -
‘Panama: Canal :Zone, 7under '¢he .-
treaty.-of 1904, as amended,.” !}
1 :.~The: bonds- are to be issued. to
- provide :funds’ to'redeent ‘and ‘re-
~tire ‘outstanding-indebtedness’ of -
-the Republic, including$5,900,000
:to the Internatienal Bank for Re-
-construction ‘and ' Development,
/"$3,000,000. 1oan +of “Chiriqui ‘Langl
Co. (United “Fruit 'Co;), $1450;
.internal ‘investment -and . sa: (. I
-bonds, and $1,300,000 ‘internal.
:-tional ‘race-tract bonds. = -

- With E. L.du Pont:Co.

- (Specipl 20 THE FINANCIAL-CURONIGS)
AKRON, Ohie — David B.
Weaver is with Francis I.-du Pont

na-

this would be & wise and thought- -

. {ul ‘thing fer you to de..

. Summary Do

:'To sum up, let: me review-the

_four . lessons - which. we- ag ‘busi--

nessmen can learn: from the eco- -

‘nonyic adjustments of the postwar -
¢ cperiod: o Tl

. First;. businessmen- can make  a

“ ““Careful planning; and particularly

"’ side’ and downside: i
.. - Second, we should never forget

an’ approach - less’ susceptible to’

will .make -it- possible’ to. avoid
- wasteful excesses on both the up-~

-~ “the ‘psychology - of ‘the moment,.

" that the consumer is the Number -
One consideration in our-economic

“- him-by"

.

[

oo -

"I+ cessions;”

¢ % rPhird, - we  must’

" system, The  custemer may" not
always be right, but he is always
necessary, and there is a-limit
beyond which he is likely to re-
voit at the kind of treatment given

government. We should not forget
“that if the.consumer: had revolted
~in any of the
we !

depression, : It has. beei the basic

stability  of . .consumer. spending.

business, / labor :and; the "’

three. postwar rez ..
inevitably: would ' "7
‘have: drifted into. a ,.fu‘ll,—fledged" 3

"'~ which has turned these recessions
.~ ~into -minor adjustments.- Remem-_*
: ber the consumer ‘and be good 'to:’
:~him. -Redouble - your. efforts vt0."

- pass- along o, him, through
_-rreductions, the: benefits of
'J'px_',oduc_tivity: D

reliance on government mon
and fiscal, controls:to obscure; ou

‘Jarly,® government: control” tech=
niques. ‘have.’ failed “‘clearly.” Our
eeconomic
more. of ‘the competitive:aspects

" that-madé it so, successful, 'There
"is" oftén’ need for" improved poli

7 ¢ies -and -Inore- economic ‘aware

" pess-on: the. partof management

and, - especially. - at -the’ present

‘price
rising -

3 “not * ‘allow "
on government -monetary -

“system:” must -regain

““time,-there. i pressing need for:a - -

~bioader.view:-on

the part.of labor " "
: 'Teadership, Wage increases during -

! ‘the - postwar: period.often far. ex-.,

‘7~ ceeded - total’ improvements ° in
-.."productivity,

and_ have not.taken -

into consideration:at all’ the "cap_if-'v :

tal - requirements...essential in

bringing. about ' this ..stepped-up -
{productivity..-This, -has /| been’:a.-."

-“major  factor -in ‘pushing: prices- -

upward, eliminating any share in
productivity gains for the con~
sumer. Any private group directly
involved in the continuance of
such a state of affairs incurs grave
responsibilities, indeed.

Finally, our recent adjustments
have driven home the fact that
one of the greatest assets in any
community industrial and com-
‘mercial activity is-diversification,
In no one of the three adjustments

. since the war has everything

~ collapsed at once. In_each -case,
. yarious commercial and industrial -
activities. have 'dropped off at:

" various times, andhaverecovered:
~-in sucecessive stages: Newplants
* new constniction,, and-new-indus-

tries have continued to develop - -

2rr

GHEG Ry

When the giant buses roll — millions of Americans ride.
Students to and from school. Workers to and from their
jobs. Salesmen, shoppers, families . . . eager vacationers

and tourists.

Last year the buses in America carried more than seven

" billion miles. In today’s

billion passengers. These buses travelled more than four

space talk, that is equal to more

than eight thousand trips to the moon and back!

** This tremeiidous free movement of people has been facili- . . .
“‘tated by fuels and lubricants. produced by the petroleum _ -

with Texaco products than with
TH'F-_ TEXAS COM PA;N

@)

s 5 i
/.2 PROGRESS AT YOUR-SERVICE

" & Ceo., 12 East Mil -St.

oY

By bus to the moon and back—8000 times

industry, backed up by extensi
Texaco is a leader in this vast network of transportation
— actually more buses in the United States are lubricated

ve research and service,

any other brand.

¢
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0I||o Valley 1BA Group iy

Elect Officers

CINCINNATI Ohio—Charles A.
Rlchards, Vice-President, Field,
" Richards & Co,, Cmcmnatr was
elected Chairman of the Ohio Val-
ley Group of-
the Invest-
ment Bankers
. Association of
. America at
the Annual
Meeting held
in Louigsville,

Ky.

.~ Other: offi~ .
cers elected at

+ the Annual
_Meeting are as
follows: First

.. Vice, - Chair-
man: Ralph G.
Elam, Sweney-
Cartwright & |
Co., Columbus;- Ohio.

Second' *Viee-Chairman: - Hen-

ning Hilliard, J.:J. B. Hilliard &

Son, Louisville, Ky.

Secretary-Treasurer; William S. -

Magnus, . Magnus
Cincinnati, Ohio.
Serving on the Executive Com-
mittee: from Crncmnatr
coming year are: Harry' C.
(Y’Brien, W. E. Hutton & Co.; Rob'
ert L. Reed I-Illl & Co. i’ :

& © Company,

The Ohio' Valley Group of the™
Investment Bankers Association of '
America’ comprises - the southern "

half of Ohio and the northern half

of Kentucky. The principal cities . -
comprising the Ohio Valley Group™
- are Columbus, Dayton, Cmcmnatr g

'Lexington and ' Louisville;

William 'C,- Jackson, Jr.; Fu‘st
Southwest Company, Dall s Pres-
ident of the Invéstment S
Association of America, wa

- at which:time he handed over the
-gavel | from* WL, Lyons, Jr.;

of W. L. Lyons. & Coi. of, Liouis="
to |

ville, ilast year’s Chalrman,
Charles A, Richards.”: . @

“Thei above :officers and Execu- .
tive Committee will serve for-one*

year until the next Annual Meet-
mg 1n October of 1959. -

;Joms Bache Staff
(Sncciaf t0 TiE FINANCIAL CHRONICLE)
‘'RALEIGH, N. C.—Clarence H.
' Gleder has been added to the staff
of Bache & Co., 130 South Salis-
bury Street.

With Dempsey, Tegeler
(St‘)vcln‘ to THE FINANCIAL CHRONICLY)
WHITTIER, Calif. — Calvin H.
Doerge is now with Dempsey-
Tegeler & Co., 113 East Philadel-
puia Street.

Specialists in
U. S. GOVERNMENT
and
FEDERAL AGENCY
SECURITIES .

AUBREY G. LAﬁSTON

' & Co.: ...}
IICORPORATED

2 BROAD S STREET .

NEW YORK ...

A

cHICAGO BOSTON. |

b://fraser.stlouisfed.org/

Charres A kKichards =

for” thej

he:
principal speaker’dt the meetmg; :

~ ers-of its common steck- rights to

: 'leged 10- subscribeat-the rate of --

" record on Oct. 14, 1958. .The sub="
. pjm.: (New York Ttn‘ne) on. Oct

The Commercial and Financicl Chronicle . ..

Qur'Reporter on Governments.
By JOHN T. CHIPPENDALE, JR.

The Government market has moved up smartly from the lows
for the year, under the impetus of a considerable amount of pro-
{essional, quoting up, along with a small amount of investment
buying. Also offerings of securities have been small, since it is
indicated that the selling of Governmeént “obligations at or near
the ‘lows of the current declme was practically non-existant.
The recent drop in prices was' very sharp and severe and’ the
levels reached by some of these issues on the downside was worst
than those that were made in the very tight money period, .when
the members banks were very heavily mdebted to the Federal
Reserve Banks.

The rally in Government securities is likely: to -carry some’
what further, if only a natural rebound from a badly -oversold
condition. On the other hand, real investment buying-could send-
them up quite sharply from these areas. Nevertheless, it appears_
as though the inflation or boom psychology will not be ‘bullish

Ior Government bonds, and this psychology is still very stlong ;

Breathmlr Spell for Money - Market

The 1nor1ey ‘market,  with’the Treasury new money .lalSIHg
operatron out.of the way, seems to be in for a short’ breather ‘at

least, since there will ‘be a period of about a month and 'onie-half "
before: the Government will -again be making overtures to those
-that, have funds. which can be, borrowed’ by the Treasury.: Also , in’
at that time ‘there will be a refunding, which will involve some Lt
$12 billion, with the Central Banks owning about $8 billion of the

In the interim perlod,:v

- the- money marlket .will have "an . opportunity to: digest: the’ new.
gsecuutres ‘that were: recently. offered by the Treasury, as’ well as; 5
the outstanding ones. that’ have-'been..thrown on . the ‘markpet;"
not only. by ‘speculators, but also by those that wanted the mioney 4

for other purposes. It is reported that not a small -amount of ‘these
funds -'went into"the ‘purchase of ‘common stocks, ' since; ‘this ‘is

..issues -which- come" due' during ‘December:

considered to he the wav in“which one hedges aeamst the forces
of inflation.
It -seems as thou“h ‘some’ of /the pressure has been tken

away from the moneéy- market thru the medium of  “open mounth;

‘These “are/to the effect that there will be no. Ampor

operations.”
which ;would tend to ‘further

tant ‘changés -in:“‘monetary-policy;’

tighten the money 'market s;]ong as. there is ho ‘worsening ol the -

mﬂat!on 1ear ‘Wwith-the attgndant. fhght “of ' funds .into equrtlcs It
is" also” being “reported from-so- calfed wellzinformed” SOULE

the ‘free :veserves of ‘the member banks: ‘of the system - wi

kept in {he vicinity-of $100,000,000 as Iong as the business pattern'

does’ not”’ ‘explode. t00. tast thus creatmg another boom, which
could have an adverse mﬂuence on ‘eéconomic; conditions in: gene1a1

$100" Million: Frce Reserves ‘Deemed Adcquate

¢ he.level.of $100 ;0006,000: of free reeerves ‘for membe ba
_._‘the system, accordmg o the ‘opinions of .informed money:mark
) spec1ahsts, is in line with the needs of business:at.this ‘pointi

‘the. recovery., cycle. .Loan demand. has.not been quife up ‘to ex-:
.pectatrons even.though thisis-the time of the 'year when the expan-/,

sion usually takes place As long as the uptrend in economic: condr-

tions goes along on-a solid ba51s as seems- to. be'the ‘case now,’

there will be a supply of funds made available to the money. mar-
ket to meet the expanding needs of industry for money and: credit.
This seems to mean that the policy. of neutrality. or. “confortable

available as to the character and extent of the recovery.
Money Supply Held in Check

The .Federal Reserve Banks have been purchasers of Treasury

bills in amounts sufficient to offset the increased demands for -

currency and at the same time to prevent a further hardening
of money rates because of the new money raising venture of the
Treasury. In spite of the new funds which the Treasury has been
forced to raise because of the budget deficit, it is evident that
there has been only a small addition to the money supply. This
is a favorable development because if the Treasury is able to
finance its deficit in such a manner that there is not a large
increase in bank deposits, it will not add to the fears or forces
of inflation.

The near-term issues which were used by the Treasury. in

vestors ‘are 'exaggerated ori;

Continued jrom first.page
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An Optumshc View of the

Stock

five following major arguments.

(1),-The market has advanced
too rapidly, . -

(2) ‘The- market is too high on’
the basis. of current earnings.

(3) " Excess capacity exists in

'many industries.

(4)- Profit margins have de-
clmed in recent years.

(5). Stocks are yielding less than
bonds

Let us examme these arguments
pomt by ‘point. If we do this,
vigorous . anatysis will, ‘I thmk
show that the fears of many-in-

; Un==

founded »

Market Ontlook

capacity was built prior to- 1945
and that only one-third has been-
built since Korea. This fact. is
‘significant ' since,  for example,
latest machine tool models -are-
estimated to be 40% more effi--
cient than the pre-1948 models.
In most industries, machines never
actually wear out. Technological:
chaniges make ‘them obsolete be--
fore the end of their physical life.
Therefore, any. forecasting of a-
pronounced drop in'capital spend-*
ing appears overly: pessimistic,

(4) Profit Margins Have De-
clined- m»Recent Years.i Proflt

e ,margms

e Ki :
measured: by a levelof:540 in the "

Dow-Jonés *Industrial® average, 'is .
in% uncharted terrltory ;an- all-
igh." s only

i government
hi

anythmg unusual in'the .extension
ot the stock market rise to dat

(2) The Market Is Too High on
tlle Basis of Current-Earnings.: It
is* only ‘necessary td- master long

" division-to show that'the market
restraint” will be in effect for a period, or. at least until sufficient. :

time has passed so that more definite or positive data will be:,

is ~high -in -relation to. current--
prices and present earnings. Based .

‘on .the 12'months ended Sept. 30,
-,- the: . Dow-Jones
selling at about .19 times earnings.

Industrials. are

However, ' the current rate  of
business recovery ‘s’ staggering
even the most optimistic econo-:

" mists. It is highly possible that the

level of corporate profits in the
final 1958 quarter: will be close
to the peak rate of the first quar-
ter of 1957 when the Dow-Jones
Industrials earned $9.30. The odds
seem, to be; better than ever that
cmporate profits wili reach a new
high in 1959. Thus, if the Dow-

the recent new money operation have come back to levels where Jones Industrial earn $40 next

they should have been when first traded. They are still not un-
attractive for those that need short-term securities.

.Baners Underwrite
Gase Conv. Dehentures

J. I. Case Co., a leading manu-
“facturer of farm and industrial
machinery, is issuing to the hold-

scribed - debentures from

company.

subscribe;--at a price of 100% of"~
the piincipal amount, for $20;130;="
400 of 5% % subordinated deben-
. tures -due .1983, .convertible into.
common stock until Oct. 15, 1968.

‘Common.'stockholders -are ‘privi=

volumes of sales.”

145 {000 -at Oct.-9; 1958.
- _The. ;company. produces

tures for ‘each 14" shares-held of
ing, tilling, planting,

~30, - 1958;

who will . purchase any unsub-:
the*

The company is sellmg the de?;
entures to provide addltrona :
working capital on a permanent !
or long-term basis in view of in-" Many Industrles Overcapacity is
creased working capital require- widely talked about and less:
ments to fimance recent higher . widely measured.. A “Fortune”
The net pro- magazine
ceeds from this sale will be used places.the 1957 gap between pro-:
to reduce the company’s short-. duction and capacity at only 6%.
term indebtedness to banks which - True, - unused capacity. increased
amounted to approximately §52— sharp]y in 1958, but this was due.

year (not optimistic if the auto
mdustry has a normal year) the
.price earnings ratio would ,be
‘some 13.5. Taking $40 earnings on-
ail5:times P/E ratio (not unheard
of’in times of high investor con-
ﬁdence), produces a DJI price of

1° ‘?00 : i

# (3):Excess Capacityy Exists in

study,. for. example,

‘to:thelow. level bf recession de-

f full .mand*:ahd- ot "to over-building.
line of farm machinery including “Fortune.further estimates.that
tractors_and.equipment: fﬂt plow-:75% ‘of " lc -
cultivating, -ture -outlays- are ‘for normal re-
« seription-offer will- expire at 3:30 fertlllzmg and . harvesting.. {T" hge placément)bf old plant and equip- -
_company -alsa’ produces wheel; and’ Tnent, arid that this demand alone
crawler tractors, bulldozers, fork~ is rising at the rate of $1 billion
The - offermg will; be under- lift tractors and other - equlpment annually. "
wntten by a group of investment used for a variety of industrial - -howeyver, appears high in the llght.

rrért  capital expendi-

The 75%

“firms” héaded "by Morgan Stanley.. purpgses - ' ineluding - construction;. of. McGraw Hill’s;stud
- g y indieating
& Co. and Clark, Dodge & Co. road building and earth moving. that half of the nation’s present

figure

prellmlnary
- indicate ¢
productrwt ]

today at this’moment, except:the -
United States.'In.a growth econ- -
omy; or 'in an ‘inflationary: econ-
omy, the priée’-of long-term .bor-
‘rowing naturally:-increases.” Fur- °
thermeore; the.expanded tise by the
Federal © Reserve = of monetary -
controls tends ‘to.cause wide fluc- .
-tuations . in - thé - bond ‘market, -
while- built-in * stabilizers, 1nstr- b
tuted during .the .1930s, tend to °
reduce the fluctuations of stocks. -
For example, in the postwar
period the yearly variation of
stock prices has averaged .19%
comrpared ‘with 44% in the -1921
to 1940 period, but bond prices, on
the other hand, have moved in an
average 12% range since the war
vs. 8% in <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>