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. EDITORIAL

 As We See It

©  Word comes from Washington that the Demo-
{ cratic majority has chosen the field of housing to
i present its first challenge to the President’s bal-
‘anced budget demands. Mortgage terms fo be
granted by the Federal Housing Administration
iwould be eased far more than the President
‘ wishes. Slum clearance grants would be increased
‘well in exeess of anything that the President
“wishes. Another bill would revive anti-depression
provisions for mortgage buying by the Federal
National Mortgage Association. Plans are afoot
for the Federal financing of housing for the
elderly, and programs for public housing objec-
tionable to the President are being formulated.
Similar help for colleges and veterans is envis-
aged in other measures now in the mill. Some of
these plans would impinge directly and substan-
tially upon the budget for the coming fiscal year;
all of them would burden budgets at some time
or other.
;  More and better housing, in part at public
* expense, has been a favorite theme for the politi-
. cians ever since the New Deal first got under way.
" As is well known, some of the most irresponsible
" parts of the insurance and guarantee programs of
" the Federal Government have been in this area.
The population of this country ever since the
dead hand of the big depression was lifted by war
has beerr growing at an unusually high rate—a
. fact which, of course, has given rise to greater
demand for housing. Population also has been
moving at an unprecedented rate from the central
cities to the suburbs where ordinarily families
live in houses of their own, or at least houses
which will be their own when the mortgages are
, Continued on page 22
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Businessand Finance Speaks
After Turn of the Year

ANNUAL REVIEW FORECASTS: PART Il

For various reasons, a large number of the 1959 busi-
ness and economic forecasts especially written for the
“CHRONICLE” could mot be accommodated in Part I
of our ANNUAL REVIEW AND OUTLOOK ISSUE of
Jan. 15. All of these outlook statements, of course, reflect
the individual opinions of government officials and of
the country’s leading industrialists, bankers and finan-
ciers on the probadble trend of -economic activity for
specific industries and business in-general. The remain-
ing unpublished commentaries received by the “CHRON-
ICLE” are given in today’s issue.starting herewith:

HON. JOHN F. KENNEDY
U. S. Senator from Massachusetts

The 86th Congress has already met and established a
record for bills introduced in the first few days. Most of
these bills will be examined and left to wither in com-
mittee pigeon-holes or become lost in disagreement be-

tween the House and the Senate.
However, those that are enacted into
law will determine the place in his-
tory of this Congress.

It will not measure its success in
terms of how much money it can
spend, how many times it can _out-
maneuver the President, or how many
sensational headlines its investiga-
tions- produce. "It will be successful
only if it can cope with the many
pressing foreign and domestic prob-
lems now crying out for thoughtful,
responsible legislative leadership.
This is not a question of numbers of
bills passed’ but of the manner in
which the talent and determination
of the members of Congress is used

to meet the challenges they face. Obviously the over-
riding issue for 1959, as it was in 1958, is the question of
war or peace. This involyes ‘all the issues of our rela-
tionships to our allies, our basic policies toward Latin
America,. India, Africa and the uncommitted nations of

Continued on page 24
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‘Stock Market Qutlook

By KENNETH WARD*
General Partner, Hayden, Stone & Co., New York

Mr. Ward prognosticates a mild, temporary interrupﬁon;
in market advance in near future and a bullish year on:
balance without, however, a market rate of advance as
last year. Tempers bullish enthusiasm about future stock:
price action with: an admonition against watching mar-
ket averages, admission that traditionally the start of a.
new year is a difficult time to forecast market-business:
trends, and advice to exercise careful selectivity as many’
stocks may have already over-discounted a more favor-'
able earnings trend. Mr. Ward also ticks off bearish and
bullish factors, defends useful role performed by charts,
and submits brief opinions on 27 individual greups, and
stock favorites therein, and ten lower priced stacks picked
for price appreciation. Presages a sudden coming: to life
for airlines, textiles, domestic and - international oils,

among others. B

The penalty anyone pays for constantly writing about
the market, or in this case, forecasting, is that sooner
or later he is asked to stick his
neck out publicly and express.an
opinion. Professionals in the busi«
ness are perfectly aware how dif-
ficult it has been, how hard it still
is and how complex it probably al-
ways will be to describe on paper,
or forecast, the action. of anything as
divergent,- selective, contrary and
rotating as this present day stock
market.. Forecasting the trend of the
© 1959 stock market, based on what
we know today, is just about as easy
as making a similar forecast on the
win, place and show' results of the
next Kentucky Derby, in this con-
nection, one of my Swiss banker
friends. told me: “If you were always
right about the market you would not write any-

Continued on page 64

v An address by Mr. Ward before the New York Seciety of Secus
_rity Analysts, New York City, Jan. 14, 1959, :
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‘A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country
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(The articles contained in this forum are not intended to be, nor
are they to be regarded, as an offer to sell the securities discussed.)

JACK II, DEUTSCHMANN

E. F. Hutton & Company
Members New York Stock Exchange
and other principal Stock Exchanges

Philip Carey Manufacturing Co.

The investing public and com-
munity usually like nothing better
than a stock which is reasonable
in price in relaticn to the general
market and to
its own indus-
try. Many a
company will
sell at a mod-

-e¢st average

P. E. ratio due
to its past
earnings rec-
ord. Either an
erratic one or
one which is
very stable.
When an er-
ratic earner
becomes more
stable, people
are usually
willing to pay more for it. And
when a stable company becomes
a glowtn company, the public can
well view it with increased re-
spect and attention,

Philip Carey Mfg. Co. is an ex-
cellent examplie of a very stable,
relatively uninteresting company,
which now appears to be on the
threshold of a new dynamic
growth phase.

An old line company, estab-
lished in 1873, in the home build-
ing supply .business, “Carey” has
enjoyed an excellent, if 6 quiet,
reputation in the industry. Its
growth rate has been practically
nil in the past ten years. In 1949
it had sales of. $39,902,929 and
carned $3.08 per share. In 1957,
nine years later, they had sales
of $69,889,864 and earned $3.08
per share. Certainly a stable, if
uninspiring, performance.

Adhering to the old motto,
“Shoemaker stick to your last,”
“Carey” has not ventured far from
its field. Its primary -production
and sales effort has been in as-
bestos, cement, shingles and sid-
ing, ete., waliboard and sheath-
ing, roofing, air conditioning
ducts, waterproofing materials,
ete. In 1952, the company got into
the air conditioning business by
purchasing the ventilating fan
division of the Victor Electric
Products Company. In normal
circumstances, “Carey” would be
assured of a moderate growth po-
tential in the next few years. All
indications point to an explosive
building boom in the '1960s. The
family formation during the mid-
dle 60s is expected to be extreme-
ly large. The war babies of the
Second World War will be of age.
On this premise, “Carey” would
be worthy of attention. However,
it appears that “Carey” will now
be the beneficiary of a sharply
increased earnings and cash flow,
stemming not from manufacturing
but from mining and processing of
asbestos. \

Very quietly, “Carey” has
brought into. production a new
asbestos mine in Canada. Over
the past few years, “Carey” has
spent over $7 million developing
this 700 acres of mineral property.
This is in contrast to American
Smelting and Refining’s invest-
ment of over $40 million for a
one-half interest in a property of
similar size in Canada.

It appears that “Carey” has as-
pestos reserves of up to 100 mil-
lion tons and the type of fibre
which is now in great demand.
The premium asbestos fibre hair
is “longs.” but “Careyv” has for
the most part “shorts.” However,

Jack H.Deutschmann

there is a glut in the “longs” mar-
ket. On the other hand, there is
a shortage of “shorts,” and “Carey”’
has been able to sell all the fibre
it can produce. This demand for
“shorts” comes from a great in-
crease of asbestos in floor cover-
ings, insulation, pipe wrappings,
pipe, plaster, etc. It is difficult to
see how “Carey” can not make
big money in the years ahead.

The mine is now in production
and “Carey” will benefit from its
earnings for the first lime in the
fourth quarter of 1958. I estimate
that they will report between
$1.25 and $1.50 per share net after
taxes for the past quarter vs. 57¢
in 1957. In 1959, I estimate the
company will earn between $5.50
and $6.00 per share. This will be
after substantial ‘write-offs on
their Canadian property. This is
not the end, for it is estimated
that over the next few years they
can increase their earnings by an-
other $4 to $6 per share through
increased production for the mine.

With potential earnings of $8
to $9 per share for their Quebec
asbestos operation plus $2.50 to
$3.00 per share in their fabricat-
ing business, it would appear that
“Carey” at its present price of
approximately 431 is very mod-
erately priced.

A group recognizing the poten-
tial value in “Carey” has accumu-
lated approximately 150,000 shares
in the past few years. This is
approximately 18% of tne out-
standing stock.

WICLIAM L. DEWART

John Muir & Co., New York City
Members New York Stock Exrhungu

Milgo Electronics Corp.

Milgo Electronics Corp. is an-
other “romantic” growth electron-
ics company, now in only its third
year. It starled w1th but five
employees,
and today it
numbers more’
than 250, and
still growing.

The com-
pany supplies
products for
the Govern-
ment, . chiefly
in the missile
field, and for
commercial
purposes. Of
the latter, its
latest impor-
tant product,
nowon a
scheduled volume basis, is the XY
Recorder.

During the past year, despite
the so-called recession, Milgo was
able to grow and increase its
backlog. But most importantly,
the company made these highly
significant developments:

| (a) Established a planning and

scheduling department . for all
facets of electronics and mechani-
cal fabrication.

(b) Strengthened and expanded
purchasing and material handling
department.

(¢) Streamlined the company,
so that all functions dealing with
dollars or materials are under the
Treasurer.

William L. Dewart

Those funchons dealing with
operations and manpower are un-
der the General Manager, with
both the Treasurer-and General
Manager reporting directly to the
President.

The plant is now adequate, cov-
ering 34.000 square feet, and. en-
tirely modern. Personnel is also
adequate and improving constant-
1y in the Miami area w here highly

This Week’s
" Forum Participants and
Their Selections

Philip Carey Manufacturing Co.—
Jack H. Deutschmann, of E. F.
Hutton & Co., New York City.
(Page 2)

Milgo Electronics Corp.—William
L. Dewart, of John Muir & Co.,
New York City. (Page 2)

skilled and technxcal labor
abounds.

Finances are in good shape. A
line of credit has been establishedd
with the First National Bank of
Miami for $500,000, and a new
stock issue for $250,000 was suc-
cessfully floated, and in fact over-
subscribed.

Sales (completed contracts)

-soared 1o $922,733 to September

30, 1958 fiscal year, from $619,429
in the like period of 1957, a gain
of 50%. By the end of next fiscal
year, Sept. 30, 1959 the company
expects to bill sales of completed
contracts in excess of $2,000,000.

New items developed include
plug-in transistor networks, step-
ping switch assemblies, amplifier
packages and patch panels: Big
items include plotling boards, spe-
cial purpose analog computers and
a complete, line of radar instru-
mentation’ packages In. addition,
the company is now developing a
complete new line of data trans-
mission and conversion equip-
ment.

Shares outstanding of capital
stock ($1 par value) total $100,702.

Total current assetls are $704,805
against total cuuent liabilities of
$238,218. :

- Earnings. per: share as of Sept.
30, 1958 were $1.04 vs. 85¢ in the
like 1957 period.

No definite prediction’can be
made for the 1959 fiscal year, but
based on backlog and increasec
orders, both Government and
commercial, it can be, seen that
there is an excellent chance of
possibly doubling the 1958 earn-
ings per share,

The geographical location of the
company is a decided advantage.
Patrick. Air Force Base is nearby
—one .of the company’s largest
customers. The State of Florida
is a leading locale in the field of
missiles and missile development
and execution.

In less than three years, Milgo
Electronics has shown remarkable
development and efficient man-
agement, foreshadowing excellent
growth possibilities. This company
has that great rarity—a “team.”
The President, Monroe A. Miller,
and the Vice-President, Lloyd F.
Gordoin, have long and successful
careers as electronic engineers and
are regarded by the authorities at
Canaveral as two of the out-
standing authorities on missile in-
strumentation and other types of
inissile electronics. The Secretary,
William F. Rose, is the cheml
Manager, and has Lomplled a rec-
ord in personnel which is out-
standing, one pertinent fact being
the negligible ‘labor turnover. He
also doubles in “brass” as. the
Sales’ Department. It -is a team
that operates as one, and is unique
in business today. We can expect
great things from such a combina-
tion of brainpower; ability and
teamwork. Besides this, they are
cognizant of the necessity for a

second line, and have been suc-
cessful in building a very good
echelon there, which in the future
could take over if necessary.

Stockwise, from an issuance of
cost per share of $1, to a present
market price of 64, in slightly
over three years, the company
would appear o have outstanding
possibilities far better than the
average. The stoek is traded in
the Over-the-Counter Market,

. Thursday, January 22, 195¢.
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The General Economic Scene and
Pexmanent Cure for Homebuilding

By GROVER W. ENSLEY*

Executive Vice-President
National Association of Mutual Savings Banks; N, ‘¥.-City

In foreseeing 1.2 million housing starts or more for 1959,

_ compared to 1.3 million rate recently reached, Dr. Ensley calls
for an end to FHA-VA interest rate ceiling and’ for national

" . fiscal discipline. He asserts any action short of interest rate
flexibility for insured mortgages will still leave basic problems
in housing markets unsolved; warns home builders-that failure
to stop inflation: will affect the volume of long-term savings;-
and contends FNMA expansion is. too heavy a price to pay for
‘a temporary housing stimulus. The savings banks’ economists
claim: that home building may suffer ir the' short:run because

.. of anti-inflationary monetary and fiscal policies . but- only

savings-flow

Not often have we entered upon
4 new year with such unanimity
of informed oplmon on' the out-
look for economic activity. The
outlook for

959 and im-

ediately be-

ond is indeed

right, and
justifiably so.
The American
economy has
shown an
amazing resil-
aency by snap-
ping back
from the
deepest reces-
sioninthe”
postwar years
Grover W. Ensiey
time — as re-
cessions are measured—to achieve
new ‘high levels of total output
of goods and services by the end
of 1958.
?“In the. process of decline and
recovexy we have learned many
things' about our economy. We
have learned that prices and
wages do not necessarily decline
in recession; that disposable per-
sonal income can be' maintained
at. high levels and, as a conse-
quence so can consumer expendi-
tures; -that corporations need not
reduce -dividend -and salary pay-
ments. in the face of declining
profits; that nondurable goods and
service .industries can continue
strong as durable goods industries
falter; that personal savings can
rise-dramatically in recession and
continue. upward in recovery.
These -and other elements are

_ testimony to our ever-changing,
dynamic economy-— an economy -

which will - soon be producing
goods and services at an annual
rate of $500. billion. -

¢ The road.up to this staggeringly

igh figure—which is likely to be

chieved before 1960 is very old—
will not be entirely smooth, nor,
on the other hand will it be very
bumpy. So far, the recovery from
1958 lows' has been broadbased
and vigorous.. The upturn. in
housing” has contributed impor-
tantly -to. the general economic
turnaround with.a rise: from an
annual rate (seasonally ad]ustcd)
of around 900,000 starts last spring
to- about “1:3 millian this* winter.
Increased outlays by both Federal
and Iocal gOVernments to new

\ *An address by Drv Ensley before the
N’ahonal Association of Home _ Buxlders,
Chicago, Jan.. 20,. 1959,

through- such policies can supply 'of -mortgage credit : and’ .

be increased.

‘

highs have' been” significant fac- '
tors in recent economic expansion. *

Moreover, business men have
markedly reduced their liquida-

tion of. inventories as consumers

have increased their expenditures
to record levels. -

It is important to note that in-"

creases in activity since midyear
have been accompanied by rela-

tively stable prices so that our-

gains in output have been in real
terms. In the industrial sector,

where the earlier decline in eco-.

sical output has recovered rapidly

. to regain four-fifths of the pre-
This means .

recession peak level.
that since early spring, produc-
tion from . the nation’s factories

. -nomic activity was céntered; phy-

and mines has increased 16 per--

centage points as measured by the

Federal Reserve Board, following .

a decline of 20 points from' early

1957, Gains have been widespread .

in both durable and non-durable ,

goods industries. Output in most

lines of durable goods, however,

has not yet recovered previous
peaks,

in contrast to output in’

many non-durable goods sectors, "
which has already achleved' new '

highs. .
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“Business and Finance Speaks After the
Turn of the Year”

For various reasons, many of the 1959 business. fore-

casts especially written for the “Chronicle” could not

" be'accommodated in Part I of the Annual Review and

Outloolk Issue of Jan. 15, These appear in today’s issue
starting on the cover page.

t
In Memorium to llarold Richard: Bradv
Eisenhower Presénts Balanced Budget for Fiscal Year 19'60._ 14

Eisenhower’s Econonuc Report Finds Busine
Prescribes Inflation Cure e Good-aud

~Harold H. Helm Optimistic on Year Ahe
Over Inflationary Trend o B“t Aot

-Henry C. Alewmnder and H.

P, Davison Forecast Risi
Loans and Pnce Inflatlon : ek Tkl Bank

The v1g010us economlc upturn ;
since spring has. been accompa- ,
nied by increasing - employment

and a reduction in unemployment.
Improvement here, however, has
been less dramatic as rapid gains
in productivity and a gradual rise

in average hours worked-—charac--

teristic of economic recovery—
have permitted broad increases-in

economic activity. The growing,
size of America’s labor force has -
also been an element in the slow -
decline in unemployment. These *
factors, incidentally—productivity -

gains and normal increase in the

labor force—are the underlying

reasons why the  economy must

continue to expand at a substan-
tial rate if it is to provide gainful
employment for all who wish to
work.

A review of 1958 economic
events, no matter how brief, is
hardly complete without reference
to the record flow of net new
cavings into financial institutions.
This has permitted the financing
of-the increased volume of new
housing,  ag well ‘as "the 'record
sperding by ‘state and: local gov-
ernments, -and. continued large
¢orperate -borrowing. - ‘As- noted
earlier, savings-flows-have rigsen

Continued on page 67:

For many years we
?tave spécialized in

PREFERRED STOCKS

Spenccr Trask & Co..

- Members New York Stock Exchange * . -
25 BROAD ST, NEW YORK 4 N. Y. -

- TELEPHONE HAnover 24300 ' TELETYPE NY 15

Allnly * Glens Falls
Nashvills Worcester

5 Boctmr Chimo
Schenectady

8
Einzlg, “Fight Against Inflation Takes a Holiday in Britain”__ 13

From Washmgton Ahead of the News—Carlisle Bargeron____ 19
lndlcations of Current Busmesq Activity

Mutual Funds

NSTA Notes _.__._.____ R e e m b i i e e i 16
News About Banks and Bankers_ 2
Observations—A, Wilfred May

Our Reporter on Governments.

Our Reporters Report

The Market ..and You—By Wallace Streete ;
The Secirity ¥Like Best. .
The State of Trade and Industry

Washmgton and You N

(399) 3

RE IUHIEHSTEHB

AND COMPANY

A SIGHT TO
REMEMBER

* It's a’ titanic event when ‘our

" cash rescues the man with
obsoletes !

— ) —
Obsolete Securities Dept.

99 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551

EMPIRE STATE OIL

WESTERN GOLD AND
URANIUM

ADVANCE INDUSTRIES |

DOMAN HELICOPTER

¢

J.F.Reilly&Co., Inc.

Members Salt Lake City Stock Exch.
1 Exchange Pl., Jersey. City:
DIgby 4-4970
Teletype: JCY 1160

Direct wires to Denver &
_ Salt Lake City

Pacific Uranium
Reeves Soundcraft
Western Natural Gas

Midwest Instrument '

SINGER, BEAN
& MACKIE, inc:

HA 2-9000 40 Exchange Place; N. Y.
Teletype NY 1-1825 & 1-4844

. Direct Wires to
San Francisco Dallas = Los Angeles
Philadelphia - Cleveland - Chicago

Published’ Twice Weekly

The COMMERCIAL and
FINANCIAL CHRONICLE
Reg. U. 8. Patent Office:
WILLIAM. B, DANA' COMPANY, Publishers

Copyright 1959 by William B Dana
Company
Reentered as second-class matter Febru-

ary 25, 1942, at the post office at New
York, N. Y., under the Act of March 8, 1879,

25 Park Place, New York 7, N. Y,
REctor 2-9570 to 9576

HERBERT D. SEIBERT, Editor & Publisher
Wm.lm DANA SEIBERT, President

Thursday, January 22, 1959

Every Thursdxy (general news: and ad-
- vertising -issue)’ and every Monday (com-

plete- statistical issue —market quotation
records, corporation news, bank clenrlng'u,
state: and- oity: news; etc:):

Other Offices: 135 South La Salle St.,

yitized for FRASER

ip://fraser.stlouisfed.org/

Chi 3, 1ll. (Telephone STate 2-0613).

Subscription Rates
Subscriptions in United States, U. 8.

Possesslons, Territories and Members o!-

Pan-American Union, $65.00 per year, in
Dominion of Canada, $68.00 per year.
Other Countries, $72.00 per year.

Other Publications

Bank and Quotation Record—-Monthly
$45.00 per year. (Foreign Postage extra
' Note—On' of' the fluctuation

in
the rate of exchange, remittances for.

foreign. subscriptions and advertisements
must be made in New York funds,

Silic(m Transistor Corp.*
Vitro Corporation
American Dryer Corp.l
Permachem Corp.
Western Gold & Uranium
C. G. S. Laboratories
* Prosprrtus ;:n Request
N

WM V. FRANKEL & C0.

INCORPORATED

39 BROADWAY, NEW YORK 6

WHitehall 3-3960 _
Teletype NY 1-4040 & 404!

Direct Wire to

PHILADELPHIA-




4 (400)

Observations . . .

By A. WILFRED MAY
A VISITOR — AND HIS HOST!

“We declare war upon you—excuse me for using such
an expression—in the peaceful field of trade.”—Nikita S.
Khrushchev in his interview with Messrs. Hearst, Consi-
dine, and Caniff, Nov. 23, 1957.

“Whether you like it or not, history is on our side. We
will bury yow.”—Mr, Khrushchev at a party for Premier
Gomulka of Poland, Nev. 18, 1956.

Surely recollection of such key statements of the Paxjty Line
must substantiate skepticism about the seriousness of Mr. M}koyan’s
present pronouncements concerning his country’s yearnings for
co-existence in the trade along with the political areas. But, in line
with the geéneral impact of the high Kremlin~-
ite’s visit, here, too, the remarkable featurz is
the performance oi the host citizenry rather
than that of the “distinguished tourist.” Witness
statements like these uttered not by him but
by the U. S. industrialists in meeting with him
in Cleveland.

“Mutually profitable commerce would be
a further and broader path to {riendship. To
enable such international trade will, of course,
require changes by our Congress in restrictive
legislation that now proves a serious barrier.”

“People can be competitors and still get
along together. Mutually profitable commerce
would be a further and broader path to friend-
ship.”

_.And, “We try to think that we are differ-
ent from other people, We say they are ‘Com-
munists,” and yet we are going in that direction at a tremendously
rapid speed. There is also every indication that the Communists
are going toward capitalism, at least to some extent. I do not be=
lieve there is much doubt but what before long the agreement
between the two will be much closer than anything we have seen
before.” !

Appeasement in the Good Old American Spirit

It is, of course, in the traditional American spirit to iry to
think the best of one’s opponent, to turn the other cheek, to let
bygones be bygones, to engage in wishful thinking—all adding up

“to reécurring engagement in international appeasement.

Granted the public’s never-failing and widespread addiction
to “ogle” the glamor individual, from Van Cliburn to Marilyn
Monroe—a proclivity accentuated in this instance by the intriguing
vision of a man from Mars who dresses and walks like an ordinary
mortal.

+ A. Wiltred May

And the amenities of high protocol for this itinerant Bolshevik .

have prevented even-up repartee at public and semipublic meet-
- ings and interviews (at least up to the occasion of last Sunday’s
“Meet the Press” TV-Radio program), giving him unlimited time
and space latitude, along with filibustering privileges, in answering
quedtions—all immeasurably furthering his salesmanship and
propaganda effectiveness, and enabling him to “sell” what the
“Manchester Guardian” cites as a “brand image.” ;
But none of this can excuse the unrealistic reactions exhibited
by various strata of an hospitable American community. In addi-
tion to the instances we have already cited above, there is the
petition of the 42 prominent citizens demanding that the United
States end the cold war by agreeing to many of the major Soviet
demands. And equally uncalled-for were the compliments from
the Chicago lawyers’ group on his candor.
The public as well as private utterances by these seif-appointed
U. S. diplomats and would-be negotiators, disseminated both here
and in the Soviet Union, are performing a rank disservice in inter-
fering with those of our high officials who are charged with
the very expert duty of determining and maintaining the
country’s foreign policy. Fortunately Under Secretary of State for
Economic Affairs Dillon and Secretary of Commerce Strauss know
that the Soviets’ long actual record shows as a complete illusion
the chronic plea that revising the strategic materials list will bring
about a satisfactory flow of East-West business. And overall, the
true score has been inexorably made known to both of the nation’s
Chief Executives since World War II. Let not the President’s
crucial efforts to preserve the peace be further hindered by
inept, however-well-meant, actions of our growing horde of self-
appointed diplomats—here now as well as “on mission” to Moscow.
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Etherington, Stearns
Appointed by NYSE

E. D. Etherington  John P. Stearns

Keith Funston, President of the
New York Stock Exchange, has
announced the appointment of
Edwin D, Etherington as Vice
President and John P, Stearns as
Secretary of the Exchange. :

Mr. Etherington was formerly
Secretary. On April 1, he will
assume new duties as Vice-Presi-
dent in charge of liaison with
governmental agencies and other
organizations, He will succeed
John R. Haire who will leave the
Exchange on March 31 to join
Fundamental Investors, Inc., as
Vice President.

Mr. Etherington joined the Ex-
change as Assistant Secretary in
March 1956 and was appointed
Secretary in Sept. that year. He is
a graduate of Wesleyan University
and Yale Law School. Before
joining the Exchange, he practiced
law with the Washington firm of
Wilmer & Broun and also in New
York with Milbank, Tweed, Hope
and Hadley, counsel to the Ex-
change. g

Mr. Stearns was formerly with
the law firm of Chadbourne,
Parke, Whiteside & Wolff in New
York City. He attended Columbia
High School in Maplewood, N. J.,
and is a graduate of Dartmouth
College and Harvard Law School.

Mr. Etherington’s responsibil=
will include maintaining
close liaison between the Ex-
change and such organizations as
the Securities and Exchange Com~
mission, the Federal ' Reserve
Board, and various organizations
in the securities industry.

Bachman Gelebraling
Sixty Years on Wall St.

On Jan. 16, 1899, when rugged
individualism was at a peak in fi-
nance and industry, when curb
market traders still received hand
signaled or-
ders from
their clerks,
perched on
thewindow
sills of' the
low buildings
facing the
open-air mar-
ket, a tifteen-
year-old boy,
who claimed
sixteen to get
the job, went
to work at $5
a week as a R
runner for J. Herbert S. Bachman
& W. Selig-
man & Co., New York.

Sixty years later, Herbert S.
Bachman is still employed by J. &
W. Seligman & Co. The firm’s
business . has changed with 'the
years and the name of Seligman
is no longer to be found among
the firm’s partners. But, the fif-
teen-year-old of 1899 has re-
mained through all these changes

to pile up a unique service record.

Form Plymouth Planning

HEMPSTEAD, N. Y—~Plymouth
Planning Corporation has been
formed with offices at 320 Fulton

Avenue to engage in a securities

business.

Steel Productian
Electric Output
Carloadings
Retail Trade
Commodity Price Iadex
Food Price Index
Auto Production
'Business Failures

The
State of Trade
and Industry

To meet the future’s growing needs for more and better
steels, and to keep ahead of the competition of other materials
and other countries, iron. and steel companies in the United
States laid out $1.2 billion for new equipment and construction
during 1958, according to American Iron and Steel Instifute.

This raised the postwar tctal for such outlays to more than
$11 billion (1946 to 1958 inclusive). Expenditures have equaled
or exceeded $1 billion per year during six of the past eight years.
3 In addition, another large sum, estimated at over $1 billion
is scheduled to be laid out during 1959, according to preliminary
figures of the Institute.

The industry now has a record high steekmaking capacity
totaling 147.6 million net tons of ingots and steel for castings an-
nu:xltly. During 1958, the capacity went up nearly seven million
net tons.

Heavy construction contract awards will reach $20.2 billion in
1659, highest volume since the boom year of 1956, predicts “En-
gineering News-Record,” a McGraw-Hill publication.

This estimated 1959 contract volume is a 5% increase over
1958’s $19.2 billion. In 1956, contract volume hit a $21.7 billion
record and in 1957, dropped to $18 billion.

Booming public works brightening prospects for industrial
building and a record $114 billion backlog of proposed work indi-
cate 1959 will be the second best year in heavy construction con-
tract volume.

Industrial building is now expected to show a 5% gain over
1958, instead of a 15% drop forecasi in August. Reason for the
change is a strong upturn in‘proposed industrial building during
the final quarter of 1958, particularly in December. Further in-
creases could push 1959 up even more than 5%.

In private mass housing, a 3% gain is expected, although
prospects appear dim for the first half of this year. New legisla-
tion in the spring could pull awards up. But if this legislation
consists primarily of added funds for the Federal National Mort-
gage Association, the results—Ilike the results of last year’s action
—will be only temporary.

However, should the interest ceilings on government-backed
mortgages be removed, mass housing would probably score a gain
much greater than the 3% rise, the magazine states.

A further indication of a plumper market in heavy construc-
tion is the backlog of proposed work. A big spurt in private work
and a substantial volume of new public works proposals combined
to push the “Engineering News Record” backleg of heavy construc-
tion in planning te a record $114.2 billion as of Deec. 31. This is
the fourth consecutive montnly increase in the magazine’s backlog
volume,

‘r'he total backlog is now more than $1 billion above its previ-
ous high in March, 1958, and nearly $3 billion higher than a year
ago.

Moreover, contract awards for most major types of heavy
construction are expected to rise above 1958 totals. New all-time
highs are predicted for waterworks, sewerage, bridges and high-
ways.

New Business Incorporations Up Sharply

The number of new business incorporations rose sharply in
December to reach the highest level for .any month on record,
reports Dun & Bradstreet, Inc. This boosted the total for 1958 as
a whole-also to a peak level. ‘The number of new concerns char-
tered in December was 16,446, up 36.0% over the 12,090 of the
prior month, and 55.5% higher ‘than the year ago 10,575. The
December, 1958, total exceeded the previous record of 13,633 that
occurred in October, 1958, by 20.6%.

The aggregate of new charters for 1958 as a whole came to
150,286, for an increase of 9.9% over the 136,697 of 1957. “The 1958
level was 6.8% above the prior record of 140,775 of 1956.

Unemploymﬂent Claims Rise

There was a 15% rise in initial claims for unemployment in-
surance in the week ended Jan. 3, but a year-to-year decline of
15% prevailed. The week-to-week increase was due to .seasonal.
post-Christmas layoffs in trade and labor cutbacks in the apparel,:
food processing, and construction industries. The most noticeable:
rises occurred in North Carolina, Connecticut, California, Texas
and Pennsylvania. -

The big buildup in steel buying is gathering steam, according:
to “The Iron Age,” national metalworking weekly. A
“Iron Age” said orders to some mills are pouring in &t a rate:
faster than the mills are shipping. Thus, order backlogs are:
mounting. The mills are beginning to fear they will have heavy.

Continued on page 68

WHAT DO CONSERVATIVE TRUSTEES THINK
OF STOCK IN TODAY'S—and TOMORROW'S—MARKETS?

Read the “Roundup of Trust Investment Opinion” in the cnrrent
issue of “Trusts ANp EstaTES”—1he professional journal of Fidaci-
aries since 1904. Also in this issue: A person-lo-person panel- inter-
view on the prospects of the MacHiNE TooL INpusTRY with officials
of the leading company in the field . . . and—
¢ Labor Costs and Profits—0O. Rogers Flynn
* Henry Ansbacher Long Mutual Fund Index
¢ Planning Your Estate—Geo. J. Laikin
* 1959 Nuclear Energy Outlook—V. R. Fouler
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In Memoriam
HAROLD RICHARD BRADY

1ne Fourth Estate—*“But words are things, ahd a smaull
drop of ink, falling, like dew, upon. a thought, produces that
which makes thousands, perhaps millions, think.”—Byron.

" Our office has been hushed as quiet as a church these
past two weeks out of respect and veneration for our
co-worker and friend, Harold R. Brady, who had been one

of our editorial writers for years.

Yes, without warning or previous in-
dication, the bell tolled for our beloved
friend after only a day’s sudden illness
January 14, 1959,

Forty years ago, as a young man, .

Harold R. Brady. began his newspaper

“career-with us as an office boy and by -

-assiduous effort in all departments. of ‘the
paper, worked his way up to become one
of the CHRONICLE’s most dependable
and versatile Editors.

In late years he has written the
CHRONICLE’s “State of Trade” column

and also was an Associate Editor of the “Bank & Quota-
tion” Supplement.

Harol Brady

Harold ' Richard Brady was a man 'of exemplary
character, a staunch Roman Catholic, a lover of Peace and
Human Understanding with all Mankind, whatever race,
color or persuasion.

Mr, Brady'’s rectitude of mind and person was evident

in all his writings. As a lifetime member of the Fourth

- Estate, Mr. Brady- always wrote his articles with pas-

sionate fidelity to truth, preferring to state facts with

moderation and exactitude rather than to overstate or

over evaluate them for sensational or rhetorical news-

paper effect This studious and open-minded style became

- a life long habit with him, which he followed in all his
thinking and convictions.

Clearly, the world can il afford to suffer the loss of
men of the sterling quality of which Mr. Brady was the
personal embodiment.

In this, our parting farewell, we, his lifelong editorial
co-workers, reverently and unanimously rise to our feet to
bid Harold R. Brady Godspeed to his eternal reward—
knowing full well that we do homage to the memory of a
Christian gentleman, a patriotic American, a devout
member of his Church and a faithful friend. (A. W.,
Jan. 17, 1959)
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Business Qutlook and the -

Stock

By LEE P,

Market in 1959

STACK*

General Partner, Paine, Webber, Jackson and Lurhs, N.Y.C.

Mr. Stack’s enumeration of 22 outlook observations leads him
to conclude that more of them point to lower stock prices than
to higher levels. The securities dealer adds, however, that con-

tinuing distrust of the dollar

can make stocks go higher.

Noting big shifts in investor confidence in stocks in terms of
price-times-earnings ratio, observes that investor confidence is
now two and one-half times higher than five years ago, one of

the highest
: I :

My subject is'not an easy one,
and since I lack the gift of proph~
ecy I can -only, in ‘my humble
way, present, as I see them, the
forces havmg Ja
a bearing
upon security* ‘3
prices in'1959. °

We might,
preliminarily,
have a look-at "
some of the
handicaps un-
der which our’
businessis
operating:

In 1800 our
governmental
bodies, Fed--
eral, State and:
local, took out
of the econ-
omy in the form of taxes only
10% of the national income. In
1925, a century and a qualter
later government took only 8%
of the national income. Now ap-
proximately 30% of our income
goes to government.

" ‘How can we long stand against
a shrewd enemy with that mill-
stone about our neck? Russia does
not tax to buy up a year’s farm
surplus for $6'% billion, Neither

L. P. Stack

does it have to worry about in-,

terest. on the national debt
amounting to about $8 billion.
These two items total more than
the predicted deficit this fiscal
year.

Do you realize that during the
last 28 years our Federal Govern-
ment has run a deficit in 23 of
these years?

I represent no party; and there
is no need blaming either party.
Since 1925 the Republicans have
been in conirol in Washington for
11 years and the Democrats for
22 years. Neither party has shown
any will to arrest inflation; to
reduce taxes; to halt the rising
cost of living; nor to protect
American industry from foreign
invasion—and certainly this is a
menace to American employment.

This year’s deficit, standing
alone, would not harm this nation
noticeably. It is only the climax
of 25 years of profligate spending.
This habit is a cancer which seems
to feed upon itself, Any effort to
arrest it ends always in complete
futility. We must excuse the de-
fense program as necessary, but
what about all the others? There
are farm programs, foreign-aid
programs, housing programs, vet-
erans programs, the Social Secu-
rity program and many others.
They are continuous and involve
commitments far into the future.
Maybe they are all necessary, but
can none of them be trimmed?

There is also this matter of re-
lationship between wages and
productivity, Last month, Prof.
Slichter stated that productivity
per man-hour has been slowing
up. We all knew that but he gave
some figures: In the five years

.1947 to 1952 there was an increase

of 17%4%; but in the five years to
1957 the increase was only 9.4%.
In the first .period it averaged

'3.5% per annum and during the

last five years only 1.88%. Wage

*An address by Mr. Stack befere the
Business Outlook Conference of the Los
Chamber . of Commerce, Los
Angeles, Calif., Jan. 13, 1959.

on record.

increases, on the other hand, aver-
aged a shade over.5% yearly.

As a nation we cannot continue
to spend what we do not have;
nor can we have what we do not
earn. These ‘simple truths have
been ignored now for 25 years.

We are experiencing a curious
sort of inflation—it is mainly in
wages and Treasury deficits; the
latter having the effect of pouring
money into the banking stream.
Other ingredients are lacking.
There is an excess of plant ca-
pacity in many of our industries,
and goods are no longer in short
supply. Foreign competition is
beginning to hurt both as to vol-
ume and prices; and this constant
threat should prevent our price
levels getting completely out of:
hand. The tremendous rise in pri-
vate debt in recent years can
hardly be repeated.

o
Effect of Tax Laws and Inflation
Any discussion of interest-:
bearing - securities, bonds, - notes
and mortgages, must take account
of Treasury deficits and wage in-
creases without compensating pro-.
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ductivity. Also, we must think of
our tax laws.

With - government deficits be-
coming a way of life; with nearly
half of our marketable govern-
ment issues maturing within one .
year, the Treasury is faced with
one debt refunding after another.

If manufactured.goods continue
to rise in price because wages are
rising . faster than productivity,
lenders of imoney ‘will become
increasingly fearful of being re-
paid with dollars of less value
than those lent. It’s harsh to say,
but there is now some flight from
the dollar.

Under such circumstances, is it

not logical to expect -people and
corporations to borrow if their
credit justifies? .If Jenders be=
come scarcer and borrowers -con~
tinue plentiful then the United
States Treasury is going to meet
stiff competition as ‘it asks for
increasing sums of money.
- Borrowing is made-attractive to
corporations under our- present
tax rates. If one can -borrow at
5%, then that money is costing
stockholders less than 2%2% be-
cause of the 52% corporate income
tax. For the same reason, if a
corporation sells, preferred stock
at 6% then the cost to its common
stockholder is more than 12%.

Lending institutions feel no ob-
ligation to furnish money, to our
spendthrxft Government .af rates
lower " than ‘available elsewhere.
During war it is a duty, but not
now. Look at France:-Even with
some improvement in government,
interest rates are running from 8%
to 10%.

So, in thinking of interest rates
durmg the rest “of 1959, I simply
can’t see how we can expect to get
our house:sufficiently in order to
expect lower rates in-so~short a
time. It could transpire that funds

Continued -on-page 22
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In its new Investment Review

U IHHHTHHUURHTT

Discusses the

Reyholds Research

Natural Gas Industry,
Recommends 4 Stocks

The latest issuc of Reynolds & Co.’s Investment Review
contains an informative report on Natural Gas — ore of
America’s largest and most consistent growth industries:

This Review recommends four natural gas stocks which
in our professional opinion now offer excellent investment
opportunities. Three of- them currently yield from 3.4%

to 5.3%, and, we belicve,

growth. A fourth stock is recommended for its attractive

speculative appeal. All four

by vast in-the-ground wealth and strong strategic posi-
tions in the natural gas industry.

Whatever your personal investment objective—Growth,
Current Income, or a combination of Growth and Income
— you should read about the natural gas industry in the
new Reynolds Investment Review. For your free copy,

mail the coupon below.

Reynolds & Co

Members New York Stock Exchange'’

120 Broadway, Dept,CI-1, New York 5, N. Y.
(Attention: Richard S. Graham)

Please send me a free copy of your Investinent Review which
analyzes the natural gas industry and recommends four natural

gas stocks.

NAME

offer superior prospects of

companies are characterized

T AR R

(PLEASE

ADDRESS.

PRINT)
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Some Aspects of Economic
~ Growth and Public Policy

By DR. GABRIEL HAUGE*
Chairman, Finance Committee,
Manufacturers Trust Company, New York.Clty, and
Former Economic Adviser to President Eisenhower

In declaring we are on the threshold of a “half-trillion dollar
econcmy” and a 4% annual growth rate is within our group,
Dr. Hauge asks whether this prospective €xpansion is to be
in real terms or the distension of inflation. Denying inflation
is germaine to growth, he importunes business to communicate
the facts about inflation’s consequences to the public and con-
tends that a wider understanding of the economic issues by

millions of Americans “would make a difference.” He'fully
endorses tne President’s budget as fiscally sound, economically

valid, and essential to economic growth via the private sector.

We can play a significant part
in the taking of certain economic
decisions that lie before us as a
nation in 1959. Fortunately, these
decisions are
not the sort
thatwould
face us in a
declining
sconomy.

ther, they .
relate to is-
sues—no less
stubborn in
their way —
arising from
the process of
economic
growth, In
immediate
terms we are
rebounding
vigorously from the 1958 recession.
In a longer range sense, we are at
the start of a new and dramatic
era of research and development,
of production technology and of
the wider use of goods by a pop-
ulation already so well provided
that a third of its expenditures
falls within what has been called
“optional consumption.”

We stand on the threshold of a
“half-trillion dollar . .economy,”
That is something that no people
—or its leaders—have ever been
held accountable for “ir ‘the 'his=
tory of the world, - - .

We also stand at-the -threshold
of decision as to.how- best to
achieve this prospective expan-
sion of the economy and as to
whether it is to be in réal terms
or, in large part, the distension of
inflation. :

As you all know, a considerable
controversy is developing in
Washington as to what emphasis
economic policy this year should
place on increasing. the. rate of
expansion on the one hand and on
achieving greater stability of
prices on the other.
will doubtless continue not only
through 1959, but for some years
o come, regardless of which in-
dividuals or parties are "confrol-
fing.
you are going, of course, any .road
will take you there. We should
e able to ‘make better progress
toward a decision in these matters
it we ask ourselves certain ques-
tions about growth in our econ-
cmy.

(1) Whai is a desirable and at-
tainable growth rate for the
economy as a whole?

(2) Where do we want this growth
to take place — mainly in the
private sector of the economy
or in the activities of govern-
ment?

(3) How can we act so that eco-
nomic growth is healthy,
hence steadier, in terms of a
stable dollar?

Each of these questions is a far-
ranging one, and cannot be fully
answered in one paper, Neverthe-
less, some aspects can be consid-
cred. Maybe a spark or two can
be struck. Perhaps an impulse to
action can be generated,

Dr. Gabriel Hauge

*An address by Dr. Hauge before The
Feconomic Club of N Y
City, Jan. 14, 1959, " Y New York

This" debate”

If you don’t know" wheré¢”

I

First, consider the rate of eco-
nomic growth. The subject has
attracted much discussion and in-
quiry recently, as you know. This
is good. It is quite wrong to be-
lieve that economic growth in a
free society proceeds quite inde-
pendently of what we as a people
do or fail to do about it. By the
same token, it should be pointed
out that economic growth is a
fundamental thing that is not
conjured up by elaborate arith-
metic and by placing a tap on the
public fisc.

As we look ahead to the future
of the economy, the most impor-
tant characteristic is truly its
growth potential. I speak now;
not of growth in the special sense
of making up depression and war-
time shortages -and losses, but
growth that can—if we prudently
manage our -affairs—represent a
massive deepening and broaden-
ing of our economic base; Front
that base we can launch new ef-
forts to insure pur security, foster
strength in the Free World, im-
prove the level of family living;
rebuild our wurban slums and
eroded farm areas, better our edu-
cational opportunities and pene-
trate some of the mysteries that
lie beyond our planet.

We have gone ahead as a nation
in this business of supplying daily
bread —and more — because we
have been critical of ourselves.
We have always sought to do bet-
ter. But sometimes I think we
err in denigrating our economic
growth record which over the past
decade, for example, has aver-
aged about 3.6% annually. This
has been compared adversely with
a. reported rate of twice that in
the Soviet Union, to take a case in
point. It is not my purpose to
speak of the bases of such a com-
parison, but we should remember
that growth rates are related to
stages of economic development.
Actually, statistics indicate that
the United States’ economy ‘ex-
perienced at an earlier stage of its
development, from 1880 to 1920, a
growth rate about double that of
the last decade. We have always
been proud of this period as
marking a transition from a
frontier economy to that of a
great industrial power. But it is
perhaps more remarkable that our

economy has continued to show a

growth that is substantial in per-

centage terms—and, of course,

larger than ever in absolute terms

—for these several decades since

E/e dapproached industrial adult-
ood, :

Moreover, exciting years lie

ahead. Under our system of pri- -
> new frontiers
have continued to emerge in sci- ,

vate incentives,

ence and technology and in new
ways of family living. With the
current expenditure of over $10
billion yearly on scientific re-
searph and development plus pop-
ulation growth and provision at
all levels of government for
needed public facilities, we have
every reason to expect the econ-
omy to move ahead briskly in the
coming decades. And we have the
further_expectation that in this
€conomic growth, we-shall have

a richness and diversity of goods -
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and services unmatched by our
own or any nation’s experience,

It is the unique prospect of .the
United States of America that our
economy can now allocate a large
and increasing share of its future
growth for the attainment of ends
above and beyond the provision
of ordinary daily needs of its
people, '

Questions High Forecasts

Having said this, I must .admit
that I find it difficult to- accept
some of the extremely high fore-
casts of economic growth that
have been. lately propounded —
especially by those . politically-
inclined who seem intent on
spending the fiscal fruits . of

- growth before they are:actually
. achieved, .We hear: from- these

guarters the argument ; that to

is necessary first to achieve. a
high rate of public expenditures,

In practice these proposals.usu-
ally boil down to an emphasis
on more public spending. : They
are reminiscent of the. theory
propounded by the pessimists of
the 1930s that our private econ-
omy was plagued with a malady
called ‘secular stagnation”
that it could only be sustained
by vast public investment. His=
tory discredited this theory. Pub-
lic expenditures then undertaken
produced no growth rate to.cheer
about. Only the advent of war
saved that false doctrine from
complete  and open repudiation;
On the record, it .is extremely
difficult to support. It merits-the
attention today of no one except
its intellectual prisoners.

My own view is this: It is en-
tirely reasonable to believe that
the economy can continue to grow
at least as fast as in the. past
decade. Considering the vast im-
provements in technology and in
our stock of capital, it probably
can grow somewhat faster. We
can enhance those prospects by
changes in our fiscal system which
spur investment in modernized
equipment and new processes. In
this regard, it has been well ob-
served that our future progress
depends, not on producing “more

for more, but on producing inére’

for less. We can spur growth, too,
by keeping competition healthy
and resisting -monopoly " power
wherever it exerts itself .corro-
sively in.our economy,

An annual growth rate in the
vicinity of 4% seems well within
our- grasp. This would very: soon
‘mean an additional $20 billion of
goods and services a year —'and
more as time went on.  That
‘would be sufficient -to make sure
of our defenses, provide resources
through various channels to help
the efforts of other peoples- in
their economic development, pro-
vide for requisite public facilities
at home and still provide a mil-
lion' new families with a '‘com-
Dpletely furnished home. or- with
an equivalent amount ‘of new
products that are not yet:on the
market.. When we multiply this
by 10 or 20 years, it is- obvious
that reasonable but attainable
rates of growth in terms:of our
experience will yield - the ' re-
-sources to make striding progress
-in the American way of life and
.in strengthening the foundations
.of the Free World within ,which
.to live out our lives in peace.and
.achievement with our neighbors.

. XX : o
Source of Economic Growth -

A

-tion raised at the beginning of

‘this discussion: Where do we want

:this new growth to take-place—
‘primarily in the public sector or
-in the private sector of ‘the econ-
-omy?

- . Even-though the current.upturn
in business may be characterized
as the most competitive recovery
-of the: postwar period -and " even
though . the lull in inflationary
pressure. on prices that we now

« - Continued on page 69

and.

 ‘methods of. production.
‘requirement .of .present and im-
" proved.methods of mass produc-

Consider now . the second: ques--

~ Our Economy of the Future

By PAUL M. MAZUR*
_Senior Rartner, Lehman Brothers

Banker economist maintains U. S. alone can both maintain
world’s greatest defense establishment and raise living -stand-
ards. Expects distribution and consumption to play even more
significant role, .as prerequisite to improved mass production.
Hence, hails retailing as fundamental activity in the economy.

In any conjecture that relates
to- any- phase . of -our economic

future, it is -necessary to assume

that we will escape World War III
and that man: .. :

will 'avoid the

apparently

lively. tempta-

tion to destroy " .[%

~to .man;
insure a high rate of growth it -

Itis difficult

to quarterback

our national

team either-in

defense .or:the -
dangerous
g.aam e o+f
statescraft.

The facts and..
knowledge-
available: to

most of us are

totally inadequate. However, so
long as’ we deal in matters eco-
homic, we can remain in the
happy_mental state of non-prov-
able :conclusiens.- Therefore, it is
pessible to make “incontroverti-
ble” statements—because they can
be-neither proved nor disproved.
With confidence derived from
such a condition, it becames possi-
ble for me to state as such an
“incontrovertible” conclusion the
tenet that the U. S. alone among
all the  nations can ‘build the
greatest and most modern defense
mechanism on earth, and continue
to rebuild it, and at the same time
maintain and even improve the
standards of living of ‘our citizens.

Paul Mazur

- Have the Guns and Butter

We alone can. have guns and
butter in adequate amounts.

The improvement in our stand-
ards of living will, of course, move
more slowly than if we could de-
vote all -of our efforts and all of
our capacity to peacetime products
and services. But even with an
increasing . level..of defense ex-
penditures equivalent to that
which the Rockefeller Fund Re-
port :recommended, it is my own
opinion that our living standard
could be  improved — and ‘this
phenomenon . should be possible
without the conseguence of any
inflationary surge born of scar-
cities. §

As important as distribution and
consumption have been in. our
economy in the past, they give
promise of playing a much more
significant role in the future. The
pressures for increased produc-
tion are continuously building up
—stimulated as they are by many
‘causes. The needs of a growing
population® ‘and . a continuously
larger. defense program have as
probable . consequence not only

.increased. capacities but increased

wages.'as well; and the alterna-
tives offered by increased wages
are either higher prices or suf-
ficiently greater productivity to
offset these  wage increments.

‘ Improving ,productivity is of
course the result of more effective
And the

tion is the maintenance and
growth of huge.volumes of sales.
Inadequate sales express them-
selves in either high costs because

‘of inefficient use of expanded pro-

ductive capacities or in the ac-
cumulation. .of inventories until

they choke the economy and start

the dangerous spiral of deflation.
For many reasons, it seems in-
deed likely that with each passing
year. our production mechanism
*A- talk by Mr. Mazur in accepting the

annual Tobe Award, New York City,
Jan. 14, 1959.

]

should and -will  pour into the
economy -a larger and larger
stream ‘of goods; and these goods
must be consumed as fast as they
are produced, or soon their pro--
duction will stop.” ™ s 20 &
‘Responsibility of Retailing .,
Retailing ‘will have the respon<*-
sibility and the task of' continu«~
ously  moving ‘into consumption
the- goods' we will produce—dis-
tributing more and more products
to more and more people possess- -
ing a higher and higher standard
of living.- : ]
It is an essential role' that'the
department store fills in the
American -economy; in the Ameri-
can community—angd in the rout-
ines of the daily living of -the
average woman. The department
store has assumed increased im-
portance as a contributor of wider
horizons outside the homes, It
offers the products of a thousand
arts and industries, of a hundred
nations. * The department . store
offers not only goods and services,-
but -often social contacts and
education for better living. - It
gives a glimpse, of the dimensions
beyond the limits of city or town
—and its wares contain - utility,
desirability, and glamour. R
Whatever are the goods which
may result from the skills of fu-
ture production- and tomorrow’s
ingenuity. in -research, many -of
them will be made available %o
consumers across the counters and
from the shelves of the. retailer,
Products will grow old and obso-
lete and may even die — but_.the

" stream of the new, the needed,

and the desirable will maintain‘its
force and pour its ‘torrent fro
store to home.

To paraphrase President Conant
of Harvard, retailing may be the
newest of sciences, but it is among
the oldest of arts. It is truly a
fundamental activity in the econ-
omy. But, although the funda-
mentals of retailing may never
change in their basic elements, the
methods by which they are main-
tained vigorous, effective, and
highly competitive in a changing
world must be modern, aggressive,
and progressive. And, of course,
I would not be loyal to my own
industrial and commercial idol, if
I did not emphasize my conviction
that in order to be modern, ag- .
gressive, and progressive, retailing
must adopt wholeheartedly and
maintain steadfastly a program of
constructive and intensive- re-
search. .

I live in the conviction that in
our American Economy the chief
contributor to the maintenance: of
prosperity lies in distribution and
in-the development of better and
better methods and means of dis<
tribution; and I am convinced that
within retail distribution, the dé-
partmental store 'still ‘represents
the best mechanism yet devised..

‘May I say again that although I
am certain that I am not entitled
to the recognition accorded to me,
I am happy to substitute for my
own judgment your measurements
of my merit. k i

To Mrs. Tobe -Coller  Davis,
who gave the Tobe Award, the
“Oscar of Retailing,” I offer my
congratulations for the esteem' in
which she is so deservedly held
by those who at the same-time
are her clients, her friends, and
her admirers.

As for me, I admire both her,
who is one of a kind, and you,
who are her friends.
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Molybdenum Co:poration .and |
Ils Romantic Metals

By DR. IRA U, COBLEIGH

Enterprise Economist

A current look at a company recenﬂy spotlighted for its activ-
ity in important alloys for our high speed, high temperature age - -

-The stock market devotes most
-of .its time, to. establishing rela-
tionships. between earnings power
and ;the market puce of shares
This- ea1 ning
pow.er.is es-
y fentially,. of -
wo kindsy
_.past .and fu-
“ture (The
ep.riesient
doesn’t st ay
~around long
zenough to get
counted) So
xit is, that a
‘fme oil. or..a’
fine industrial:*
stock may sell -
.,at 20 times:»
éarmngs or
. bossibly more,
‘‘out -of respect’for a’ lonﬂ 1ocord
for stability of earnings and divi-

CIr obleigh

- dend payments, while some ro-’

mantic stock such as a'‘pharmaceu-
tical or-an’ eager ‘transistor
- tompany,” mdy sell ‘at 40" to ‘45
times current earnings-because of
s ome:’ extramdmary ‘conjectures
_about the brightness of its future!
It is in the second'category that
J the shares of: Molybdenum Corpo-
; ration. of ‘America fall. This 'stock
has sold, and-sells today, on: ro-
mance; - -but. the ' romance :now
. seems .to be getting. ' closer - to
;‘eahty

../, What -are - some - of the things
about MLY which have caused it to

gyrate between 16 and 4215 .within '

i the, last 13; months? Briefly- they
are threefold. Molybdenum" Corp.
has a major.position in three types
of materials .. which. have been
gamlng strategxc importance -in
_mineralogy. “The first of these is
molybdenum "
Molybdenum has been; for’ some
yeaxs, an ‘important alloy metal
especially. in: the: toughenmfr of
steel.. Molybdenum Corp. is  the
Second largest - American processor
of ‘molybdenmum” and 'is’ a leading
producer ‘of‘tungstén as: well

These 'two ‘metals: have, for some'

1ime, ‘accounted ‘for about 85%
of .company . profits, New impetus
5 1o’ molybdenum  was given only
“-fast: -week; ‘however; * when ' the
U.-S. Bureau of Mmes produced
at. Albany, Oregon, a samplc
«£ylindrical':‘molybdenum “casting
for the {firsttime. Since molybde-
,_num melts:at 4748 ‘degree Fahren-
heit, the cast metal now assumes
l'eal importance in the design and
production of :a‘series of parts
Jyital. to-our. missile- development
. program. . The ' company. has been
purchasing-its concentrates mainly
from Kennecott' Copper Corp. buil
. is. believed to have one of the
largest molybdenum ore bodies in
the world on its Questa, New
‘Mexlco properties.

:The. second ‘string to the MLY -

«bow is rare earths. Mr. Marx
‘Hirsch, President, defines these as
#a mixture of 15 metals which oc-
cur together in nature, the most
common of these being cerium and
lanthanum.” After dabbling in
these . exotic items since 1916,
‘MLY came up, in 1951, with a

-golden store of the stuff at Moun-
tain Pass, -Calif. Here the com-
pany’s property is believed to con-
‘tain- the “largest ‘rare earths ore
Teserves anywhere—at least two
‘millien tons of ‘bastnasite ore as-
saying -10% 'in ‘rare earths. All
very well you say, but what are
the uses of rare earths? Well they
are ‘an indispensable element

: {Misch metal) in.the flint in your
cigarette lighter. Rare earth com-

pounds, are a valuable additive to

steel increasing workability and
fluidity, and reducing the sulphur
content. They are useful in stain-

less steels and are. also applied-in-
production of 'lower pricedl alloy:

. The Commercial and -‘Financial Chronicle

premiium over book value of $9
per. share. (Cash position, how-
ever, is excellent with over $81%
million in net working capital.)
Obviously we should discern' in
the current interest and sprightly
market ' action in . these shares,
‘considerable optimum about the
future of columbium ‘and. rare
earths. If these are, indeed, the
coming -metals of the high temp-

-erature; high speed age in which

we live, and if really broad mar-
kets-open up for them, then major

and- carbon steels.-- Rare _earths »¢arning : power . for Molybdenum

have also beén-indicated as.useful

in the shielding of:-atomic engines."

, Another exciting ‘metal of the.
future,. in which MLY has'a-major:
interest;. is columbium.
cently the steel‘industry was,
alerted to a significant technologi-:
cal. break-throtgh: when Great
Lakes Steel Co. (a_subsidiary of
National Steel) announced ils new

 high-strength steel, GLX-W. using :

ferrocolumbium, supplied by
Molybdenum C01p as a key alloy-.»
ing . ingredient. . About . this,” Mr,
W. .D. MacDonnell +President’ of
Great Lakes Steel said:

tant metallurgical‘advance because
they make available; on a‘volume
production” basis; supeiior ' quali=
ties of strength,
weldability previously, only - ob-
tainable in higher priced steels ”,
Small quantities of columblum

‘Quite re-"

“The new
steels -are ‘regardedras an-impor-.

toughness and

Corp., lon" predicted and antici-
patecl, may materialize. The man-
‘agement is competent, the ore
bodies rich and -extensive, and the
research, patient and intensive.
Many., companies which have
waited so long for their dreams to
come, true have gone broke doing
it. 'Not "so- with ‘MLY. Financial
position” was stabilized in 1957 by
sale “of 176,426 shares “bringing
$3.7 "million- into - the - treasury.

.There are outstanding 1,570,950 ,

common shares listed on the
American Stock Exchange, and

176,462 warrants to purchase 1 and
17100  shares through Oct. 18, 1963
at $29.70 per share. These war-
rants- "are currently selling at
~around ‘27,

Molybdenum common makes no

appeal whatever to the buyer for

income, nor to'those who set great-

store on long records of rising
gross and net earnings. For the
intrepid speculator, 'the romantic
and the Timaginative, however;
MLY may well prove an exciting
and volatile market medium. If
it were to earn $10 a share imag-
ine where it could sell!

FNMA fo Sell Debs.

The Federal National Mortgage
Association will offer on or about
Tuesday, Jan. 27, 1959, $100 mil-
lion of 15 year 4% _secondary
market operations debentures and

$100 million of eight-month de-
bentures, both issues non-callable,
dated and deliverable Feb. 10,
1959.  Rate of short maturity and a
price of long maturity to be an-
nounced on or about the morning
of Jan. 27, 1959.

The net proceeds of this offer-
ing will be used to redeem the

$150,000,000 of secondary market .

operations, series SM-1959-A 3%
debentures which mature Feb 10,
1959, and to repay borrowings
from the U, S. Treasury used to
finance the .secondary market
operations.

03) 7T

Buhl & Crane V-Ps of
McDonnell & Go. Inc.

C, Henry Buhl III and C. Ly~
man Crane have been elected vice
presidents of McDonnell & Co,.
Incorporated, 120 Broadway, New
York City, members of the New
York Stock Exchange.

Eranbery,vﬂarache fo

s

_Admit Three to Firm

Granbery, Marache & Co., 67
Wall Street, New York City,
members of the New York Steck
LExchange, on Feb. 2nd will admit
Ernest T. Greeﬁ‘ Herbert W. Mar-

ache, Jr., and J. Sheafe Satter-
thwalte Jr., to partnership.

James P. Stewart Joins
Townsend, Dabney Firm

(Special t0 THE FINANCIAL CHRONICLE) | '
'BANGOR, Maine — James P.
Stewart has become  associated

‘with Townsend, Dabney & Tyson,

6 .State Street.. Mr. Stewart for-
merly for many years conducted
his' own investment business_ in
Bangor.

added produce- mild “carbon steels

with double the strength of ‘ordi-
nary. carbon steel, and a 'substan-’
tial strength to weight advantage.
In.practical applications this new.

GLX-W steel is usefuliin pressure .- £ ¥

vessels, earth movers,-heavyi{road
and - construction -machinery,
truck, and bus frames.
Columbxum, also' alloyed with
steel, may prove useful in resist-

ing. the high tempe1atu1es in-jet ¢ =

engines,

On: the supply snie, Molybde-'
num: Corp. shares -with Kennecott - ;
Copper. Corp. ownership.in:prob-: .
ably ‘the largest - known-columbium :

deposits in the =world »at .Oka,
Quebec, 43 miles from .Moeontreal.
MLY owns 44%. (Kennecott owns

6%) of Quebec Columbium Ltd. .
_\v1th indicated .reserves: estlmated ’-'

at over 15 million ‘tons assaying,
on the’ average -.5%"

MLY -owns another lalg,e ‘scale

deposit - of columblum m South‘

America.

Now- in regard *0 ‘both’ colum-- .

bium and rare: earths it doesn’t
take .much to provide ‘the ncces-

sary alloy _elements for. special’
steels.  Maybe a. couple ;of pounds’ " .
But. enyisioning ‘- the -

1o the ton.
broade acceptance'and utility of
these ‘materials in"more and:more

varieties of steel, sales of millions -

of pounds a year are=a defmlte fu-
ture possibility. ‘These
elements may now be'in-an-early

phase comparable to that of nickel .

or aluminum 30’ years ‘ago. ‘They’

do offer .unique. qualities -and -a '

considerable profit: potential " to

Molybdenum Corp.'if they live up .

to their billing. Up to now, how-
ever,

butter.’

By the analyst, MLY common
must. be considered -from :an un-
usual point of view. If you are to
call MLY a “growth’ stock you
find little documentation in. total
sales, which averaged about $21.5
million annually, for..the. eight
years-1950-57. Net earnings,’ too,

have been nothing - spectacular,

never rising above 84 'cent§ per
share in the past 10 years, and
amounting to 51 cents a share for
1957. Dividends,” however,” have
been paid without * mterruptlon
since 1940, For~
-dividend was 30 cents “a “share
plus 1% in stock. “There was a
10% stock dividend in 1951 and a
2-for-1 split in 1955.

Here then we perceive in MLY -

a stock which, by ‘reference -to
normal - criteria “of* evaluation- is
selling far too high. At 42 this
stock presents a fantastic
price/earnings ratio and a large

Cari oy A=

columblum
and. .025% ‘tantalum,"In: addition,-

exotic .

molybdenum..and tungsten .
have supplied‘the bread and .

1958 “the cash ,
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CONTINENTAL ILLINOIS
NATIONAL BANK and TRUST COMPANY.
OF CHICAGO

ststesestasetsenteiintnane

ssssssssannan

Sesesissessnsennaseansnn seveed

Statement of Condition

RESOURCES
:Cash.and Due from Banks. .

‘Loans and Discounts.

Banking House,.....
Total Resources
‘LIABILITIES
Deposxts
Acceptances

TReserves for Taxes, Interest, and . Expenses..
Reserve for Contingencies. ...vvvresvevesses
Income Collected but Not Earned...,......
' Total Liabilities. . ... R T P P

CAPITAL ACCOUNTS

‘Stock in Federal Reselzve Bz;nk. 4 b e
-Customers’ Liability on Acceptances. .eve.ss
‘Income Accrued but Not Collected.svssussss

December 31, 1958 '

P s AR R, 795;138,881.53
United States Government Obligations.,....
‘Other Bonds and Securities. . cueeseaespens

816,618,523.30
149,743,306.67
1,066,113,632.33
6,750,000.00
5,513,779.26
11,203,999.48
6,900,000.00

i eseieiereteresanatasaeenesass.$52,555,170,750.38

5,667,121.64
23,710,630.63
10,000,000.00
- 2,156,007.65
..$2,596,704,510.30

Capital Stock (3,000,000 shares. Par value $33'4) s v se o wees $ 100,000,00000

Surplus.. . “
— Undivided Proﬁts

ssastencsscssas e na

125,000,000.0¢
36,277,612.77

Total Capital _Accounts. ceesansarsnvanscesd 261,277,612.77

Total Liabilities and Capital Accounts. .

..$2,857,982,123.07

United States Government obligations carried at $276,642,710.37
.are pledged to secure public and trust deposits and for other
purposes as required or permitted by law

sesvsrsrrrnrerrranns

BOARD OF DIRECTORS
WALTER J. CUMMINGS, Choirman

J. Q. ADAMS
Real Estate

Managing Owner
Borland Properties
CHAMP CARRY
President I
Pullman Incorporated
ALFRED COWLES
Cowles Properties
EDWARD A. CUDAHY
Chairman of the Board
The Cudahy Packing Company
JOHN F. CUNEO
President
The Cuneo Press, Inc.
CALVIN .FENTRESS, JR.
Chairman of the Board
Allstate Insurance Company

LAWRENCE P. FISHER
Director
CHAUNCEY B. BORLAND General Motors Corporotion
WILLIS GALE
Chairman
Commonweaith Edison
Company
WILLIAM A, HEWITT
President, Deere & Company
JOHN HOLMES
Chairman of Board
Swift & Company
FRANK W. JENKS
President
International Harvester
Company
CHARLES H. KELLSTADT
President
Sears, Roebuck and Co.

DAVID M. KENNEDY

President

JAMES R. LEAVELL
Banker

WILLIAM H. MITCHELL

Partner .
Mitchell, Hutchins & Co.

ROBERT H. MORSE, JR.
President
Fairbanks, Morse & Co.

PHILIP W. PILLSBURY
Chairman of the Board of Directors
The Pillsbury Compcny

FRANK F. TAYLOR

Banker

HERMAN WALDECK

Banker

LA SALLE, JACKSON, CLARK AND QUINCY STREETS * CHICAGO 90, ILLINOIS

Member Federal Deposit Insurance Corporation

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




‘8 (404)

Dealer-Broker Investment
Recommendations & Literature

It is understood that the firms mentioned will be pleased
« #o send interested paities the following literature: 2

Atomic Letter No. 44—Discussion of projects for nuclear pro-
-pulsion .of reekets and-earth. satellites with particular com=
ments on. Tracerlab, Inc. and Combustion Engineering—
Atomic - Development Securities Co., Inc,, 1033 Thirtieth
Street, N. - W,, Washington 7, D. C.

Automobile Producers—Survey—-E F. Hutton & Company, 61
Broadway, New York 6, N. Y.

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

Closed End Funds — Survey of Adams Express Co., Lehman
Corporation, National Aviation Corporation, National Shares
Corporation, Tri Continental Corporation and U. S. & For-

eign Securities Corp.—Thomson & McKinnon, 11 Wall Street,

New York 5, N, Y.

Copper—Report——J R. Williston & Beane, 115 Broadway, New
York 6, N, Y, Also available is an analy51s of H. L., Green
Co., Ine.

European Common Market—I‘older containing a time table and
other data—Manufacturers Trust Company, Advemsmf, De-
partment, 44 Wall Street, New York 15, N, Y.

Federal.Stock Transfer Tax—Eifectlve Jan. 1, 1959—Bullctm—
H. Cassel & Co., 61 Broadway, New York 6 N. Y.

Foreign External & Internal Securities—1958 year-end prices—
New York Hanseatic Cerporation, 120 Broadway, New York
5, New York,

Indian Joint Stock Companies — Review — Harkisondass
Lukhmidass, 5 Hamam Street, Bombay, India. Also available
is an review of il l}el’merles in 1957 Jessop & Co., Delhi
Cloth & General Mills and Tata Cllemlcals.

Japanese Stocks — Current information — Yamaichi Securities

Company of New York, Inc,, 111 Broadway, New York 7, ‘

New York.

Market Review For 1958—Circular—Calvin Bullock Ltd., 1
Wall Street, New York 5, N. Y.

Natural Gas Industry—Invcstment review—Reynolds & Co.,
Dept. CF-1 (Att. Richard S. Graham), 120 Broadway, New
York 5, N. Y.

‘New Orleans Bank Stocks—Comparative tabulation-—Schar{{
& Jones, Incorporated, 219 Carondelet Street, New Orleans

12, La. :

New York City Bank Stocks—Analysis—A, M. Kidder & Co.,
Inc., 1 Wall Streey New York 5, N, Y.

New York City Bark Stocks—Year-end comparison and anal-
ysis of 13 New. Xark .City bank stocks—Laird, Bissell &
Meeds, 120 Broadway, New York 5, :

Nova Scotia—Report on province outlmmg natural resources
and -industrial ‘developmnent  potential — Canadian Pacific
Railway ‘Company; ‘Department: of -Industrial Development,
Montreal, Que., Canada..

Over-the- Comlter Inde‘g—Folder showing an up-to-date com-
parisonbetween the listed industrial sfocks used in the Dow-
Jones Averages and the 35 over-the-counter industrial stocks
used in-the Nationai'Quotation' Bureau Averages, both as.to
yield .and: market -performance- over- a 20-year period ~—
‘I;Ialt\}or_xxa(l Quotation Bureau, Inc., 46 Front Street, New York

Petrolenm Situation — Roview - Chase Manhattan Bank, 18
Pine Street, New .York.15,. N..Y.

Preferred btock Offermgs—Compllatlon of issues marketed in

958—Eastman Dillon, Union Securities & Co., 15 Broad
Sueet New York 5, "N Y.

Shipbuilding Industry ‘in Janan—-—Survey—Nomura Securities
. Co,, Ltd., 61 Broadway, New York 6, N. Y. Also in the same
issue of the Nomura Monthly Stock Digest are data on

. Toyota Motor and Mitsubishi Shoji, and a review of the Jap-
anese economy.

Sulphur lndustryﬁgurvey—Halms Upham & Co., 120 Broad-
way, New York ff N‘ Y Also avaﬂable are a leport on

The Commercial and Financial Chronicle , ,

Philips Lamps Works and the current market review with
ists of companies which could earn and pay more in 1959,
which are candidates for stock splits, and a suggested port-
folio.

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

U. S. Banks—(,ompalatlve figures on the la largest banks in
the United States—Bankers Trust Company, 16 Wall Street,
New York 15, N. Y.

* * »

Abitibi Power & Paper Company—Analysis—DMcLeod, Young,
Weir & Company, 50 King Street, West, Toronto, Ont.,
Canada.

Air Products Incorporated — Review — Ira Haupt & Co,, 111
Broadway, New York 6, N. Y.

Air Reduction—Data—Dreyius & Company, 50 Broadway, New
York 4, N. Y, Also in the same circular are data on Camp-
bell Red Lake Mines and Delta Air Lines.

Allied Chemical—Data—du Pont; Homsey & Company, 31
Milk Street, Boston 9, Mass. Also. in the same circular are
data on American Metal Climax Inc,, Mueller Brass and
United States Lines,

Arkansas Louisiana Gas Company—Analysis—Schweickart &
Co., 29 _Broadway, New York 6, N. Y,

Badger Paint & Ilarware Stores, Inec.-— Report— Milwaukee
Company, 207 East Michigan Avenue, Milwaukee 2, Wis.
Also available is a report on Wisconsin Power & Light Co.

C. I, T. Financial Corp.—Data—Herbert E. Stern & Co., 52
Wall Street, New York 5, N. Y. Also in the same circular
are data on Chesapeake & Ohio,

Dayton Rubber Company—Analysis—Parrish & Co., 40 Wall
Street, New York 5, N. Y.

Dixon Chemical Industries, Inc. — Report — Hardy & Co., 30
Broad Street, New York 4, N. Y. Also available is a brief
report on International Shoe.

Ilooker Chemical Corporation — Annual report -—— Hooker

Chemical Corporation, Secretary, 26 Yorty-seventh Street,
Niagara Falls, N, Y.

Interstate Lngmeermg Corporatmn—Analysxs—-P W. Brooks
& Co., 115 Broadway, New York 6, N, Y.

S. S, Kresge Company—Study—Kenower, MacArthur & Co.,
Ford Building, Detroit 26, Mich,

Lockheed Aircraft — Analys1s — Newburger, Loeb & Co., 15
Broad Street, New York 5, N. Y,

Michigan Seamless Tube Company—Analysis-—R. C. O’Donnell
& Company, Penobscot Building, Detroit 26, Mich,

National Distillers & Chemical Corp.—Memorandum—William
Norton” Company, 9 Maiden Lane, New York 38, N. Y.

New England Electric System-—Analysis-~Francis I. du Pont
& Co., 1 Wall Street, New York 5, N. Y. Also in the same
bulletm is a brief analysns of Kelsey Hayes Co. and a list
of “quarter century” dividend payers

Nortex 0Qil & Gas Corp.—Bulletin—De Witt Conklin Organiza-
tion, 120 Broadway, New York 5, N. Y.

thtsburgh Steel Companv—Revxew——Purcell & Co., 50 Broad-
way, New York 4, N. Y. Also in the same cncular are data
on Flintkote Co. and Baltimore & Ohio Railroad Co.

River Brand .Rice Mills Inc.—Analysis—H. Hentz & Co., 72
Wall Street, New York 5, N. Y.

Ruberoid Co. —-Memorandum-—-Shearson Hammill & Co., 44
Wall Street, New York 5, N. Y. Also available is an analysis
for the Oil Outlook for 1959.

Silver Market in 1958—Review—Handy & Harman, 82 Fulton
Street, New York 38, N, Y.

Studebaker-Packard vs. Botany Mllls-—-Report——Lerner & Co.,
10 Post Office Square, Boston 9, Mass.

United States Plywood—Report—Bache & Co., 36 Wall Street,
New York 5, N. Y.

Firm Trading Markets in—

(a) Operating Utilities
(b) Natural Gas Companies

Transmission, Production
& Distribution

Troster, Sll]O‘eI‘ & Co.

Donald MacGregor Now
With Hill, Darlington

Donald MacGregor has become
associated with Hill, Darlington
& Co., 40 Wall Street, New York
City, members of the New York
Stock Exchange and associate
members of the American Stock
Exchange, and will manage the
firm’s research department. He
was formerly senior analyst at the
member firm of Jacques Coe & Co.

Mr. MacGregor has had exten-
sive experience in the securities
tfield, having been associated with
both Standard & Poor’s Corp. and
Fitch Publishing Co.

Clarence A. Ray Opens
(Special to THE FINANCIAL CHRONICLE)
BAKERSFIELD, Calif—
Clarence A. Ray is conducting a
securities business from offices at
1508 Eighteenth Street.

H. M. Schreck Opens

BROOKLYN; N. Y.—Harry M.
Schreck is conducting a securities
business from offices at 150 East
19th Street.

Opens Inv. Office

BAYSIDE, N, Y.—Ella B. Craw-
ford is conducting 'a securities
business from offices at 28-29—
209th Place.

“FOR SALE"’

Bound Volumes of the
COMMERCIAL & FINANCIAL CHRONICLE
From 1928-1942

. Thursday, January 22, 1959

First Boston-Dean
Witler Group Offers

So. Calif, Edison
Common Stock

The First Bostor Corp. and
Dean Witter & Co. headed a na-
tion-wide group ghat offered pub-
licly on Jan. 20 an issue of 500,000

_.shares of Southern California Ed-

ison Co. common stock (par $25)
at $60 per share. )

The net proceeds fzom the sale
will be used by the company ‘in
part to retire anyv outstanding
short-term bank loans incurred
for construction, and the balance
will become treasury funds for

- use in the company’s continuing

construction program. It is pres-
ently expected ' that :gross plant
additions for ‘the years 1958-59
will total approximately $273,257,-
000.

The company has paid dividends
on its common stock in each year
since its incorporation in 1909. On
Dec. 18, 1958, the directors de-
clared an increased quarterly
dividend of 65 cents per share,
payable on Jan. 31, 1959 to stock-
holders of record on Jan. 5, 1959,

Southern California Edison is a
public utility company which sup-
plies electric energy in portions of
central and southern -California,
excluding the City of Los An-
geles and certain other cities. Cus-
tomers served by the company
totaled 1,489,520 on Oct. 31, 1958,

For the 12 months ended Oct.
31, 1958, total operating revenues
amounted to $249,243,600 and net
income to $39,425,000, compared
with $217,135,000 and '$31,986,000
for the calendar year 1957.

Halsey, Stuart Group
Offers Utility Bonds

Halsey, Stuart & ‘Co. Inc. and
associates are offering today (Jan.
22) an issue of $20,000,000 Indiana
& Michigan Electric Co. {first
mortgage bonds, 434 % series, due
Nov. 1, 1988 at 102.411% and ac-
crued interest, to yvield approxi-
mately 4.60%. The .group won
award of the issue at.competitive
sale yesterday (Jan. 21) on a bid
of 101.67%.

Net proceeds from the financ-
ing, together with -other funds,
wiil be used by the .company for
the prepayment of oqutstanding
bank notes, issued for construc-
tion purposes, and the balance
will be used to pay extensions,
additions and improvements to the
company’s properties. The cost of
the construction program for the
final half of 1958 is estimated at
around $35,300,000.

The bonds will be redeemable
at regular redemption prices
ranging from 101.17% to par, and
at special redempuon prices re-
ceding from 102.439% to par, plus
accrued interest in each. case.

Indiana & Michigan Electric
Co., a subsidiary of American
Electric Power Co., Inc, is en-
gaged in the generation, purchase,
transmission and sale-of electric
energy to the public and the
supplying of electricity at whole-
sale to other electric uitility com~
pames and municipalities in Indi-
ana and southwestern Michigan.
The company serves 163 com-
munities in an area having an
estimated. population ¢f 1,245,000.

For the 12 months ended June
30, 1958 the company had operat-
ing revenues of $65,792,881 and
net income of $10,187,940.

Available immediately in N. Y. C. : &
y Form Barclay Securities

HEWLETT, N. Y—Barclay Se-
curities Corporation has been
formed with offices at 235 Everett
Avenue to engage in a securities
business.

Members New )ork Setltrtty Dealers Association

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

Write or Phone — REctor 2-9570
Edwin L. Beck, ¢/o Chronicle, 25 Park P1., N. Y. 7 .

gitized for FRASER
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Maintaining Economic Growth

Stability and Stable Prices

By BERYL W. SPRINKEL~*
Economist, Harris Trust and Savings Bank, Chicago, Ill.

CBicaéo- bank economist delineates the role of government
as to economic growth, stability and prices and, in so doing,
assays claims as to where the blame reposes for inflation.

Recommends removal of vari
barriers to-labor and: capital
monetary policy in

Dr. B. W. Sprinkel

consumer-oriented economy such.

as ours, where strong growth
forces are evident, it appears un-
desirable for the Federal' Gov-
ernment to make the bulk or even
an increasing share of investment
decisions.

.~ However, government policy
has; an_important role to play in
assuring more efficient use of re-
sources. The effect of monopoly
power in either unions or indus-
"try.is to discourage employment
and productior: in the monopoly
areas. The government problem
in  the monopoly area is not
primarily -one- of preventing in-

{lation, but. rather ‘one of en-

couraging. maximum growth by
promoting maximum output from
the inputs of labor and capital.

.« *Testimony presented to the Joint Ecov
nomic Committee of the United States
Congress, Washington, D. C

_ tion,

ous monopoly and government
mobility and endorses flexible

conjunction with a stabilizing budget as

antidote to inflation.

The basic  economic question
facing the nation is-“Can we
maintain full employment, pro-
mote- growth and simultaneously
achieve stable
prices?” Other
papers dem=
onstrate
rather clearly
that historical -
evidence does
not. create a
presumption
of inconsist-
ency between
economiac
growth and
stable prices.
Economic
growth de-
pends funda-
mentally upon
increasing capital and labor re-
sources available for production
and more efficient utilization of
these resources. In the United
States savings-investment . deci-
sions are made by all spending
units operating through the capi-
tal markets. In a competitive,

Greater efforts directed toward
the identification of areas of
monopoly power in labor as well
as industry and the limitation of
these powers by government con-
‘trols would yield fruitful results.

Unfortunately, as pointed out by"

‘Rees and. others, many govern-
ment programs discourage the ef-
ficient use of resources by creat-
ing artificial barriers to the flow
of labor ‘and- capital.

Some observers contend there
-is an inconsistency in the dual
"objectives  of full employment
and price stability. If full em-
‘ployment is interpreted to mean
“unemployment of less than the
“normal frictional” amount of
perhaps 4% to 5%, inflation may
well be unavoidable. The experi-~
ence of the past seven years sug-
gests that approximate full em-
ployment and approximate price
stability are feasible if policies
designed to limit growth in de-
mand to real growth in the econ-
-omy are adopted.

Blame for Inflation

At present there is too much
~effort on the part of various
groups to place the blame for in-
flation on others. There is a real
danger that such efforts will de-
flect attention from the more
fundamental - cause. Some labor
unions assert rising business prof-
its - are - the -cause of . inflation,
while some businessmen maintain
, wage increases are .really the
“prime mover. Careful studies of
history in this and other coun-
tries demonstrate rather clearly
that the source of all significant
inflations has been excessive
monetary demands for. goods,
services, and labor with respect
to productive capacity. It is gen-
erally admitted that excessive
monetary demand was the cause
of the early post World War II
inflation and the Korean infla-~
but other views are fre-

' -caused upward. pressures,

Capital.

FESOURCES
Cash_and Due From Banks.. $13,083,386.93

United States Goernment
12,470,807.01

Securities
State, Municigz) and Other

5,496,601.74
90,000.00

Securities
Steck ir Fedeval Reserve Bank
Loans and Discowms 28,358,986.38
Banking Houses and Fixtures 1,208,443.68
Customars’ Liability on
Letters of Credit. 2,500.00
Other*Real Estate . 33,943.19
Other Resources .. 312,174.16
Total ReSCU(CES. v varnns /

' GEORGIA RA
& TRUST

Oldest Chartered Financial
Institution South of the Nation’s

STATEMENT OF CONDITION

AT THE CLCSE OF BUSINESS
DECEMBER 31, 1958

AUGUSTA, GEORGIA
1833: Member Federal Reserve ‘System — FDIC 1959

LIABILITIES
Capital Stock $ 1,750,000.G0
Surplus 1,750,000.00
Undivided Profits 556,953.48
Reserves 827,674.29
Liability on Letters of Credit 2,500.00
Deposits 57,169,720.37

Total Liabilities....... $62,056,848.14

ILROAD BANK
COMPANY

quently expressed as to the cause .develop. Yet, it was only in

of the modest and ' apparently periods. of prolonged .depressions.

short-lived = price - increases ' of that prices declined significantly
1956-1957. A careful review of in this century. This .probably
price- trendsduring this period means that, in effect, we have
establishes that the bulk of price placed a floor under the general
increases were concentrated in price level. Therefore, we must
services - where - unionization is also establish a lid on the general
weak, finished producers’ -goods price level if we are to prevent
where the investment boom could long-run inflation. This does not
have caused the old-fashioned in- mean .that prices of . particular
flation, and finally, foods, where goods should be fixed, for it is
special factors such as the live---only through fluctuations in rela-
stock cycles, droughts and floods -tive. prices that a growing econ-
Even -omy can respond to the.changing
though, under special circum- demands-placed upon  it, Those
stances (namely, excess demand that argue for government in-
for goods, services and hence, la- ‘vestigation and regulation of price
bor), wage and profit increases and wage changes, such as
can create upward price pres- Professors -Ackley, Lerner. and
sures, it is quite clear these pres- others, would place a strait jacket
sures cannot be sustained in the on the American economy thereby
absence of rising final demands. severely limiting resource adjust-
Consequently, " it  becomes - criti- ments to changing market condi-
cally: important that stabilizing tions.. Government regulation.of

.monetary-fiscal policies be fol- particular prices and wages, either

lowed in order to prevent exces- -direct or- indirect, is.tantamount

sive demands.
y Do economy in:the-back. door.: Such
Good Record Since 1951 a program. would also -discourage
Since the adoption of a flexible flexibility. in prices over thq busi-
monetary policy in ‘1951, the rec- Ress cycle. It would  be “indeed
ord of our economy in achieving unfortunate if our concern. over
price- stabilization. has -been -far Maintaining" price stability re-
superior to results in the early Sulted.in more, rather than less,
postwar period or the average go_vgrnment intervention -in the
record of the last half century, Pricing process. '
Approximate full employment has TP
been maintained since 1951 with Sngend theo’l;] T&lg ok, Ask
the exception of a few months ,
during ‘the 1953-1954 and the Amendment of the Employment
1957-1958 recessions. Further- Act of 1946 to include price sta-
more, -there is reason to believe. bilization as a policy goal of equal
that our indices are biased up- (but not greater) importance as
ward due primarily to inadequate maximum employment and pro-

adjustment for quality improve- duction would have: a beneficial
ment in goods and services pro- effect on private anticipations and-

duced. . Also, it appears highly Would provide explicit guidance
probable that actual prices are to policymakers. There is cur-
much more flexible over the busi- rently considerable doubt among
ness cycles than are prices re- €conomists as well as the general
ported . by the various indices, Public as to whether the Act in-
Increased research activities de- ¢ludes an anti-inflation plank.
signed to improve our present This ambiguity should be re-
price indexes might well yield moved.
superior price information for - It is absolutely critical in-any
policymakers. successful program for containing
Although concern over current inflation that monetary: policy
inflation dangers appears to bé and our Federal budget be de-
unduly high, this does not mean signed to promote growth in total
we should ignore the danger of demands only so fast as our real
long-run -inflation. The Employ- economy grows. As indicated by
ment Act and the philosophies of Friedman. “There .is perhaps no
both major political parties fortu- empirical regularity among eco-
nately provide considerable nomic data that is based on. so
assurance that prolonged depres- much evidence for so wide a
sions will not be permitted to range of circumstances as the

to. bringing  a: centrally directed:

(405) 9

connection between substantial
changes .in : the: stock. of money
and - the level - of - prices.” The
Federal: Reserve 'System. hag the
power - to -:controk ‘the stock of
money- through .its-monetary -
policy actions. In the main, these
policies since 1951 have been of a
stabilizing nature. Yet, strong
political - pressures are now de-
veloping for ..eliminating the
power of the: Federal Reserve to
restrict- credit. when. inflationary
pressures exist. If' a. flexible
money: policy ‘is abandoned;, we
may. as. well abandon.all hope of
preventing ‘substantial long-run
inflation. "Even ' though. it is
desirable ' that monetary policy
and’ the- Federal -budget exert a
.stimulating’ force: during. periods
of recession, it is equally -neces-
sary that a -tighter monetary
policy and a:budget surplus de-
velop during periods of relatively
full employment when inflationary .
pressures are reasserted. Unfortu~
nately, the continuing  pressure
for more and. more’ spending at
the Federal level makes achieve-
ment of budget.surpluses difficult
but nonetheless desirable.

In summary, the. Employment
Act should be:amended: to include
the goal of price:stabilization as
an equally important' objective of
government as the current goals
of maximum -employment and
production. Remeoval: of various
monopoly and government im-
posed barriers to labor and capital
movements from less efficient to
more efficient lines would make a
considerable contribution toward
the goal of encouraging growth.
Finally, the careful-execution of a
flexible monetary - pelicy com-
bined ‘with a stabilizing: budget
provides the greatest assurance
against significant long-run in-
flation.

Form Suburban Investors

- UNIONDALE, N. Y.—Suburban
Investers Corporation has. been
formed with offices at 374 Union-
‘dale " Avenue to” engage in a
securities business. - Officers are
Carl R. Klemenger, President and
Frank® Aragona, Secretary: and
Tréasurer. Both: were: formerly
‘with ‘First ‘Investors Corporation.

DIRECTORS.
CQIRAD

HENRY C. ALEXANDER

Chairman of the Board,
J. P. Morgan & Co. Incorporated

EDWARD E. ANDERSON

Senior Vice-President *

GEORGE CHAMPION.
President,
The Chase Manhattan Bank

J. LUTHER CLEVELAND ; :
Chairman of the Board, x Sundry DCI‘)I[’S
Guaranty Trust Company of New Yotk Cashy and Due from Banks
S. SLOAN COLT ‘

Director, \
Rankers Trust Company

CHARLES E. DUNBAR

Executive Vice-President

HORACE C. FLANIGAN

Chairman of the Board,
Manufacturers Trust Company

HAROLD H. HELM

Interest Receivable Accrued

Capital

Undivided Profits
General Reserve

*DISCOUNT CORPORATION
~ OF NEW YORK"
Statement of Condit~i(‘;»n- a; oj: December 31, 1958

ASSETS .

Acceptances Discounted “ooeooceern S 47,340?748_.61

United States Government Securitiesand
Security Contracts, at market or less

LIABILITIES
--$2,000,000.00
s SUrplus el 4,000,000.00

2,528,294.54

98,331,336.26
429,354.17
286,716.94
3,380,170.04
$149,768,326.02

$ 852829454
225,000.00

Chairman of the Board,

Chemical Corn Exchange Bank Loans Payab]e

" 18,000,000.00

ADRIAN M. MASSIE

“hai he Board,
Chairman of the Boar Endorsement

Acceptances Rediscounted and Sold with

43,386,804.88

The New York Trust Company
DUDLEY H. MILLS

Chairman of the.Board . Accrued Taxes

Security Contracts ---eee—eeeeeeeee -

76,890,930.95
1,691,579.96

HERBERT N. REPP
President

Sundry Credits

" Accrued Interest and Expenses ..

. 604,605.95
441,109.74

HOWARD C. SHEPERD
Chairman of the Board,
The First National City Bank
of New York

OFFICES: FIFTY-EIGHT PINE STREET

$149,768,326.02
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‘Freer Trade and United States

Compelition

for Its Share

By ELIZABETH ELLSWORTH COOK*

Publicity Manager, Hemphill,

Noyes & Co., New York City

The latest trade, monetary and other developments in Western
Europe, and their effect upon the United States, are ticked off
by Miss Cook. She takes note of the increased manufacturing
of American firms taking place abroad, to circumvent high
cost of production here;. explains how these American firms
may benefit from the Common Market and convertibility of
European currencies; envisions' keener international trade
competition and hopes that it will help keep our prices com-
petitive; and predicts free nations will enjoy a greater volume -
of foreign trade within which we can compete for our share.

Cut Back to Size
-“The United States has entered
a period of broad transition which
is causing widespread worry as
well as widespread discussion of
some of its
visible results,
The transition
is from the
position of
the greatest
producer of
goods in the
world to the
© position of be-
ing only one
of the great
producers.”
In the sec-
ond sentence
\ of that para-
graph, George
Shea, writing
in the Wall Street Journal of Dec.
8, 1958, cut through a jungle of
confused thought and led his
readers out on a promontory from
which they could get an extensive
view.
“*And now the implications of an
economic United States of Europe,
demand contemplation of the
world as a whole, and of the place
of the United States of America
in it

Elizabeth E. Cook

Mission Partly Accomplished

Through the Marshall Plan, the
World Bank,
Monetary Fund the Export-Im-
port Bank, the United Nations,
and numelous bureaus, . missions,
and other agencies, an estimated.
$60 hillion or more of the money
takerl from American taxpayers
since War II has been expended
for purposes labeled *‘foreign
aid.” Some of this money has been
spent in foreign countries for hu-

*“An address by Miss Cook before the

Municipal Analysts, New York City, Jan.
9, 1959,

the International.

manitarian  purposes and for
American personnel in those coun-
tries, Much of it has paid. for
American supplies and machinery
needed to rebuild factories, homes,
other buildings, and roads de-
stroyed by the war or made obso-
lete by modern technology.

The basic reasoning has been
that only prosperous countries
could buy the output of our war-

. expanded factories.

Now a few countries, but an im-

" portant group, believe themselves

strong enough finarcially to main-

 tain a limited independence of

the U.S.A.

For International Commerce Only

"Eleven countries have an-
nounced the creation of a cur-
rency and partial free trade un-
ion, They are the United King-
dom, France, West Germany, Den-
mark, the Netherlands, Belgium,
Luxembourg, Italy, Portugal, Nor-
way, and Sweden. Six of them are
the members of the European Eco-
nomic  Community, commonly
spoken of as the Common Market,
formed about two years ago and
put into effect on Jan. 1, 1959, The
€ countries are France, West Ger-
many, Italy, Belgium, the Nether-
lands and Luxembourg, popula-
tion moere than 160,000,000, The 11
countries are among the 17 Mar-
shall Plan countries which also in=
clude Austria, Greece, Turkey,
Irelond, Finland, and  Switzer-
land.

The 11 countries have not re-
turned to full convertibility of
currencies. Restrictions applying
to their own residents have not
beer: changed. Full convertibility
has not been extended to transfer
by anyone of bank balances, in-
come from securities, proceeds of
sale of securities or any other

property, and not even to pay-

The Commercial and Financial Chronicle . ,

ment for .imports due prlor to
Dec. 29, 1958.

Residents of Euwropean countries

" have been making capital-trans-

fers- to the U.S.A. right - along,

with very little trouble in some °

countries. But in others they have
been hampered by . restriction of
amount, the necessity of obtaining
a license, and by having to pay a
heavy premium for' dollar. ex-

change. The new freedom will:be,

helpful to central banks and gov-
ernment agencies which have had

,to handle all these papers.

Despite the limitations: of - the
agreement between the. 11 coun-

“tries, it has great psychological
:importance s an expression, of

confidence—confidence in’ peace;
such as it is, and confidence in

itheir currencies and their foreign:

trade. :
Freer convertibility helps trade

between the signing nations. in

two =~ ways, first by removing

whatever exchange barrier there

has been between them and sec-
ondly by making, the sum due in
payment for productssent ‘into
any of them just as good as dollats
because freely convertible
dollars.

Since War II, all countries have
been more eagcr to sell-goods in
the dollar area ihan anywhere
else, because the dollars received
in paynient could all be taken out
and converted at full value into
any other currency, Now non-res-
idents, but non-residents only, in
any of the sighing countries may
convert payment due - Dec. 29,
1958, or later, from international

~commerce, from any one of the:11

currencies into any other currency
in the world, even into rubles.

For central and other banks and’

for companies in -international
trade there will no longer.be a
special advantage in selling in the
dollar area té get dollars and no
special reason to leave a balance
here. (The dollar area includes
U.S.A,, Canada, Alaska, Hawaii,
the Philippines, Puerto Rico, Ven-
ezuela, and others.)

Likewise there will be no.disad--

vantage to American exporters in

sellmg in those European markets.
since payment can be had in dol~,
Jlars at once. :

The Common Market

The 6 countries are united in a.
more comprehensive agreemeént.’

By the terms of the Common Mar- -

ket they have reduced their tarift

barriers against each - other : by-

10% and will ehmmate them' en-

tirely over the coming 12 to 15.

years, Eventually they all . will
have the same tariff barrier,: if
any, against all countries’ not

AIl of these Shares baving. been sold, this advertisement. appears as a matter of record only.

NOT A NEW ISSUE

225,973 Shares -

January 22, 1959 -

dinte ¢

members of the Common Market.
Import quotas have been liberal-
ized to permit the 6 countries to
buy 20% more of each other’s
products.

The " agreement also includes
plans for ‘equalizing -wages and
other costs of production in the 6
countries. ‘It is planned to work

~out ways-'of assuring the free

movement of labor and capital in-
-vestment ' to -any: part ‘of the 6
.countries. The intention is to en-
.courage mass- production and mass’
Jdistribution, ' in- the °American

,manner, : ‘with" the most modern

mechanized plants.

‘But mass production and mas¢
dgistribution will not happen over

:night in an area which hasn’t had

them The plants are still to be
built, the products perfected,. the
taste-for them-created by adver-
tising, the 'packaging, handling,
and ' {ransportation system for
them' devised.

It may be that American fac-
tories in the Common Market will
reap “the “first” benefits, because
they know what to do, and be-
cause of the admiration for Amer-
i¢an ploducts As the standard of
I:vmd improves, there should be

a larger market for both American
zmd heme mass-produced articles.

Pohtmal mtegratlon is not an
unmedmta aim" of the Common
Market but there will be a natural
tendency in that direction. Reg-
ulationg are to be made establisi:-
ing yhiform qualifications for doc-
tors, lawyers, :en'rmeel s, archi-
tects, etc. There is also to- be a
parhament a council of ministers,
end a law court within the Com-
mon Market.

vadence of Improvement

But to get back to the 11 coun-
tries which include the Common
Market. It would not have been
possible for'these 11 countries to
declare convertlblhty if they had
not already been in good financial
condition internally and.in their
international balance of payments.

Gradually, through the years of
recovery, the countries of Europe
have. been able to sell more of
their ‘goods to: the U.S.A. and to
the rest of the world. Recently
their export trade has been helped

* here and elsewhere by their abil-

ity to' undersell many American
products. The  reserves of their
central banks have been built up
by purchases of gold from Russia
and South Africa. And in the past
year, with the balance of interna-
tional -payments-running against
the U.S:A., more than $2 billion
?,f gold has been exported from
ere,

Confidence and dignity have
been - restored - throughout free
Europe; .and a measure of pros-

- perity.:Now; as always, one of the

symbols of a solvent nation is a

convertible “currency.

deqrtWine for France—or Else
France  aloneyof the 10 coun-

tries,. although ‘a- member of. the

. Common  Market from the start,

Cerro de Pasco Corpotation

Memll Lynch Pierce, Fenner & Smtth

Common Stock

Incorporated

“vision. But’ row,

. was not in sound financial condi-

tion on Dec. 26,.1958. Since World
‘War 1I no premier had lasted long
enough to accomplish any econ-
omy, no matter how clear his
in deGaulle,
France has a levelheaded patrlot

such as every country in the.

world needs. It is possible that his
cold logic can convince the French
people that the only choice for
France is to be a strong member
of the Common Market or to
. withdraw"from’ it and become the
first victim of its strength.
France has been suffering from
mflatmn with a treasury deficit
due to tax collections lower than

. governmental expenditures, and

from high wages protected by sub-

- sidies and high tariffs, With prices

10% to 30% bhigher in France

--than in the other 5 Common Mar-

ket countries, only national bank-
ruptcy could be expected
France attempted to carry out the
terms -of ‘the Common Market
with thé franc at its old stated

it
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value. With, tariffs and quota re-
strictions reduced, imports would -
have rushed in and exports would
bave fallen to the minimum.
Under the pressure of de Gaulle’s .
iron will the first . painful steps
have been taken. The.frane has |
been devalued for the 7th time .

‘since. War 1II, its ‘gold value re=

duced by 14. 93% This has. the ef-
fect of making each ‘dollar worth
17.55% more francs At this lower
gold value:the franc. has,- at the ;-
moment; a -buying: power: equiv="

-alent to the other liberalized éur=-
‘rencies -and; like: them "has been

declared - convertible: into any -
other : currency mvoIved in- in=--
ternational trade.

As- additional measuresl
necessary. to maintain the stability .
of .the- flanc, a- cut. in, subsidies -
has ..béen: -announced, - inecreased -
taxes on. both goods. and incomes
are planned. Wage .and salary. in-

creases: are to.be prohibited. ex-., . -

cept for: the. lowest..earners.- ko

Prices of French goods will rise,
with repeal of subsidies and prices
of irnported articles are automat- .
ically raised by -the devaluing of -
the frane. Thie  purppse is- to in-
crease exports and decrease im-:
ports until the new taxes meet.
the reduced operating expenses of
the Government,

The West German Ceniral Bank
has granted the Bank of France a
$60,000,000 line of credit in case
of any sudden exchange emer-:
gency. The Bank of England and’
the Belgian and Netherlands cen-~-
tral -banks have offered about
$190,000,000, and a group of U, S.
banks headed by the Chase Man-'
hattan Bank and the.First’ Na-
tional City Bank have arranged
a  $200,000,060 stand-by - credit.*
Swiss banks have recently made
several loans to French interests
and not long ago sold a large issue-
of French bonds in Switzerland.

The French people' don’t like'
austerity - any better than others,’
but” they have gritted their teeth’
and borne it in previous crises.
They do love France. They  are
proud. And, if the'tide of thought
can be tumed they could sur-:
prise the world.

Once the French themselves are’
convinced that the frane will hold;’
they will find .ways enough’ to
build trade with it. For France'is
a rich country. It doesn’t have to
stop to build new factories. It has
them now. And it-has hidden
wealth. Estimates of gold metal
hoarded in’ France run as high as
$3 billion, and it is guessedthat
there may be another $3 bllhon
hoarded here in dollars.

The :changes made by France
since de Gaulle became- President
have had to be more drastic than
those “in" other  countries because
they are meant to correct financial .
irresponsibility as well as to stim-
tlate foreign trade. The 10% tiariff
cut required for the ' Common
Market has been extended -to the'
17 nations and to 'all Francé's
most favored natlons, including
the U. S. The 20% increasein im-
port quotas to Common Market
couritries will permit imports up
tc 3% of France’s own productiox
of any product. On 10% of her im«
ports, France’s import quotas favor -
the Common  Market countries.
But, by a bold stroke, import
cuotas have been- 1emoved on re-
ciprocal trade-with the 17 coun-
tries 1o the extent of 90% of the
business . done by those countnes
with France in 1953.

France’s.import quotas adamst
the dollar "area have been more
severe than those of other Euro-

pean countries but, with the frane
unjversally convertible, doilar im-
poris are now no more-disadvan-
tageous than any other. Already
the quota has been revised to per=
mit the U.S.A. to export to France
509 of what it sold there in 1953,
compared with less than 159 un-
til now. This should help our.ex-
ports,. especially of. raw. materials
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such as cotton, sulphur, fuels
- Trade with France will be easier

* +" and possibly it will be ]al_'ger.x‘

Outgrow th of Marshall Plan

In the working out of the Mar-
shall Plan, 17 countries-joined in
= the. Orgamzatlon for . European
Economic Cooperation .and . the
European Payments Union; a bank
through .which - they  paid .their
“debts to each other and:to.other
- foreign countries. Payments.went
<" through' if the debtor country
- could provide 75% of the sum due
; in’ .the 'appropriate foreign ex-
thange. ;.The EPU . automatically
lent the ‘remaining 25%. .

Now 11.of the 17 countries have

"~ announeed “their . signing of ' the

¢+ ‘Euaropean - -Monetary -Agreement
+ making ‘their “currencies univer-
. sally -convertible - for: purposes :of :
"international-trade. It‘is expected

‘=2 that”thie “other six’ countries will
-~ 'soon announce that they also'want

-‘the* beneﬁts tobe ‘derived:from
i inore ~ normal -~ exchange “-condi=
. tions:"Switzerland ‘has no* need to
announce’s eonvertxbmty

©2:Only""the “announcements * are"
new. The' European ‘-Monelary
‘Agreement’ was -signed by ‘all: 17
- countries in1955"to succeed the

.« European -Payments - Union :when

: .those .countries had brought them-
- selves: up to the point of currency
. convertibility. From now:on,.using
as .agent -the . Bank - for .Interna-
.. tional Settlements,- foreign -trade
. debts are.to be cleared 'and -paid
monthly in full in the required
exchange or settled in gold. There
will be no automatic extension of
© credit, If a member finds  itself
< temporarily eut of balance’it can
apply for-a loan for not more than
2 years from the new European
~.Fund, which has '$600,00,000 of
- lending power. Only after investi-

gation will a loan be made. The

intention is to force all signer na-
tions to curb inflationary tenden-
cies-as soonas: observed- and so
keep their currencies sound:’

The United Kingdom is not a
member of the Common Market

but it is a Marshall Plan:coun=:

try, did sign the.new; European-
Monetary ‘Agreement; and has an=

nounced _convertibility. ° ‘Because;

as every British school boy knows,
Britain must export to eat. Com=
petition from the Common Mar:
ket countries: wili' increase ‘but
the reciprocal concessmns of ithe’
agreement will ease’ that c0mpe-
tition somewhat.. Moreover: Great
Britain, with its far-flung. ster=
ling. area does about- 40%  of" the
world’s “international -trade. It

-could not risk’losing trade by let=*

ting ''the - pound " sterling be leas

%convertlble than’ sother Emooean
-currencies.

The: one. most - plosperous, mosf
solvent country among the signers;:
West Germany, . has.. announced :
that'on Jan. 12, 1959, its.currency -

will become fully conveltlble for *

everyone for any.purpose,.lIt has

‘been s’ except for the nncessxty

of getting certain hcenses ‘Switz-
erland has’ of ‘course maintained :
full convertibility, since the. Wal,

Trade Means Quid Pro Quo

The importance of the interna=.
tional balance of payments is the -
importance . of . solvency. Com-
merce can run along on credit for
a while but, ultimately, everyone
who has sold something ‘vaiuable
in the currency of his country
wants to be paid in his national
currency or in goods, services, or
securities “to which . he “attaches
equal value. Otherwise he doesn’t

-want-to-make any more sale.s to

that; party.

This advertisement is neither an offer to sell nor a solicitation of offers to buy an¥ of these secur mzs .
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Conveltlblhty of currencies is
possible:-only among nations which
.balarice® their imports of  evéry
kind. with* their exports of - -every

“* kind=-approximately. From month

to month, from year to year, a na-
tion-may owe more or be owed
more, with’ the difference settled
int "old or:ina foreign ‘currency
acceptable’ to-the creditors. -

War; 11 leit many countries un-
,able to pay either money or goods
for. the .imports needed for reha-
bilitation. By quotas and. frozen
.currencies 'they .restricted. im-
ports” to.: necessmes, paid. what
they . cou'rd in goods, and went mto
debt Lo the balance. -

“Theé: world is still far from the
umvelsa} -convertibility of cur-
. rencies which -existed. before Aug.
1} 1914, but. some: progress toward -
:it-has. been made. - It:now seems-
:vsafe.to assume.that’ there can .be
VEILE apploxtmate -balance’ of im<

ports' ‘andexports between :the

more ., mdustuallzed countrles of

“the; ﬁee world‘ !

Not for Love

The 6 -countries in the Common
Market ;and all those in” the cur-
lency. agleement each entered for
its ‘own “good, with the i.ope .of
‘increasing its exports and thueoy
“its ability. to import: what it does
not produce.. No. one  of ‘them is

 concerned ‘with increasing the ex= "

‘ports. of‘the United States.
‘:There ‘is’  wide difference of
opinion as'to what the near-term
effects on’' U, S..trade will be, Al~
ready high cost of production here
has led many American. manu-
facturers to do their foreign busi~
“ness 1ot by exporting but by mak-
ing " their ' products with foreign
labor in those foreign countries, -
~Business :Week, in its issue of

* Jan. 3, 1959; estimates that Amer-
. -can..companies haye at least $28

billion direct investment- in for-
eign ‘countries, possibly as much

minerals, but nearly half in man-
-ufacturing. Moreover sales from
operations have been

. .growing more than 3 times as fast

as export sales.

..American .plants in the ‘6 coun-.

tries’ can benefit from the Com-
mon. Market; they may even be

' able -to sell their products in the

U.S.A. Their profits can be con-

_verted linto.dollars and sent home.

Theoretically, with ' the :dollar

_ worth more. francs, goods bought
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Cop;ex uf the Prospeclus may

- several underwriters, including the undersigied, only. in States: =
in awhich.such underwrilers are qualified to act as: dealers in

per share

“in France should cost fewer dol-

_lars, but that ‘may not’.be true
. for long, French prices are going

to. be” higher to Frenchmen for
products on which subsidies have
béen cut, and therefore to us. Con-
sumer goods which the French
have been buymg from us, will
cost them more and they may buy
less. ‘because their -incomes will
be reduced by heavy taxes.
At this ‘date even those who
know most* about international
. commerce hesitate to predict what
results will follow the- success of
. the European Monetary Agree-
ment, if . it - does "succeed,
+Competition - for mternatlonal
trade will be keener, that much'is
certain, This 'could -benefit- the’
--American :consumer by "bringing.

r.in - enough -foreign' products to

be obtained from any ‘of the

securities and in which lhe Prospeclus may lrgally be dz.slrzbutai v

i

The First Boston Corporation .

heep the prices of similar- Amer-
..ican - goods :from’ rising, And, i
Amerlcan goods "can compete in
. ‘price, or, if .they are in -some way:

- -speeial; . more - prosperous . ‘Euro-~

pean countries will want more of
them. But American_manufactur-

ers will_ nolonger have the_ad-"

¢ vantage: of- being the only mass

H producers by

+

Dean Wntter & Co.

¥

t

* the ™ start. And,
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* More Work for Santa, Claus ;

. The billions of foreign aid may" ,Mm:hum Jones &Templeton
have aoco'nphshed a part of.their .7

" purpose :in’ the signing’ countries,
- But no' new :regime ‘so drastic ‘is’,
¢ likely- to -operate perfectly from
as - difficulties-
;- arise, "it" must be expected- that .
-‘m_o_r‘e mongy will be wanted from
- American . taxpayers. Increased
. contributions to the World, Bank:
:‘and te the International Monetary

is $50 billion. About ¥4 is in nat-
. ural .resources such as oil and

Fund are in immediate prospect. |

Loans to any one of the signing
countries which finds .itseif tem-
porarily short of any foreign cur-
rency would be in accordance
with the general U.S. policy of
helping all free world countries
to help themselves.

Looking - ahead some ‘years, it
would seem that free nations ‘at
peace and : prosperous should en-
joy ‘a volume of foreign trade
greater than ever before. And. in
that larger, freer trade, the United

States can compete for its share;" *

~Joins Bache Staff

(Suuuul to T F:M\Ncnr. CHRONICLE)
CHICAGO, -1ll—Burton R. Foss
has joined the staff of. Bache &
Co., 140: South Dearborn Street

2By Kllroy Opens

- (Special to THE FINANCIAL Cnnomcu:)

'LOS ANGELES, Calif.~John B' :

Kilroy ‘is* conductmg a securities
‘business from- offlces at 618 South

; Sp1 ing Street,

H. W. ng Opens

- SHREVEPORT, La.—Harold W.
King is ‘engaging in'a securities
business from ofhces at 3109 Al-
exander

Join Hathaway Staff .

(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo. — Richard I.
Sipes and Victor L. Syfrit have
joined the staff of Hathaway In-
vestment Corp., 1845 Sherman St.

New Klugh Office

BELTON, S. C.—Klugh & Com-
pany, Ine. ‘has opened a branch
office at:309: North Main Street
under the dxrectlon of M11ton M.
MecCuen. ’

(467) .

COMING .
EVENTS

In Investment Field

Jan, 29, 1959 (Chicago, Ill.)
Security Traders Association of
Chicago-annual  winter . dinner
at-the Sheraton Hotel." :

Feb. 6, 1959 (Boston, Mass.)

Boston Securities Traders Asso-

ciation 35th annual dmner at the

Sheraton’ Plazé Hotel, ' :

Feb, 27, 1959 (Phlladelphia, Pa.)
Investment Traders Association

" .of Philadelphia annual dinner at
the Bellevue-Stratford Hotel.

April 1-3, 1959 (San Antonio,'l‘ex.)
Texas -Grou p- o £ Investment

‘- Bankers -Association of ‘Amer-
“iea: annual meeting-at the Hilton
- -Hotel,

Nov. 2-5, 1959 (Boca Raton. lh.)
National Security Traders Asso-
" eiation Annual Convention l|
the Boca Raton Club.

Now Bravman Co.

The {irm name of Prudential
Investors Corporation, 154 Nassau
.. Street, New. York City, has been

changed to Bravman & Company,
Incorporated, :

Edwin H. Muir
Edwin H. Muir,” member of the
New York Stock Exchange and
senior partner of John Muir &
Co., New York City, passed away
Jan 14 at the age of 66 fo]lowmg
a long illness.
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Gas Turbine Developments
In World’s Automobile Industry

‘By FRANK L,

SCHWARTZx*

Professor of Mechanical Engineering,
University of Michigan, Ann Arbor, Mich.
Prof. Schwartz opines gas turbines in production models will -
first appear in high production, low cost automobiles—not,
as one would believe, in sports cars, trucks, and buses.
Asseverating their appearance could occur by 1965 if manu-
facturers so -desired, the Michigan University engineer ex-
plains that the technical problems are solved but the major
problems still to be licked are those of reducing costs and of
manufacture, as well as the. design of a chassis and body

specifically for

The interest and progress of
automobile manufacturers in the
gas turbine for vehicle propulsion
has continued during the past six

& years. Al-
though not at
a rapid rate,

< progress has
been steady.
Development
of production
models have
not yet ap-
peared but
many experi-
mental models
have been
‘built and in-

“dications are’

that produc-
tion models
may be avail-
able within the next decade. The
automotive models under devel-
opment are largely in the 200 to

Frank L. Schwartz

*From a talk by Professor Schwartz
before the American Society of Mechan-
ical Engineers, New York City.

the gas turbine.

250 horsepower size running at
35,000 to 55,060 rpm. Special ef-
fort in recent years has been
devoted to improve the fuel con-
sumption by adding heat ex-

changers to the originally pro--

posed simple cycle gas turbines.
Thus, a great deal of the effort of
the past six vears has bheen de-
voled to designing either rotary
heat exchangers with its seal
problem, or stationary heat ex-
changers with its proklems of
manifolding.

Probably no group of engineers
are working so ciligently tv < i -
inate their present assignments as
the development engineers and
designers of present day automo-
tive reciprocating engines. With
each model of reciprocating engine
which has an increased horse-
power, a design requiring higher
octane fuels, a fuel induction sys-
tem which is more costly, or ‘an
engine with larger air filters, the

ability of a ‘gas turbine to eco-
nomically compete with the re-

T'his is not an offering of these bonds for sale,

buy, any of such bonds. The offer

or an offer to buy, or a solicilation of an offer to
ing is made only by the prospectus.

$35,000,000
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ciprocating engine becomes more
evident. A 200 horsepower gas
turbine can have about.the same
torque characteristics as a 300 to
350 horsepower reciprocating en-
gine using automalic transmis-~
sions. It appears to be very dif-
ficult for designers to build a 50~
horsepower gas turbine with ef-
ficiencies to compete with recip-
rocating engines. However, in the
200 to 250 horsepower gas turbine
size, efficiencies rise in an area
where the gas turbine becomes
more competitive. Gas turbines
can-use fuel oil as readily as 100
octane gasoline. The gas turbine
can have many fewer parts than
reciprocating engines and so do-
ing becomes more competitive on
a production cost basis, especially
when reciprocating engines use
expensive fuel injection systems.
The bulk of the gas turbine is
increased considerably when a
heat exchanger is added. How-
ever, when reciprocating engines

add excessively large air filters a .

size comparison becomes more
competitive in favor of the gas
turbine.
Predicts Appearance in
Low Cost Autos

Although it may appear that gas
turbines should first appear in

- sports cars, trucks, and buses, it

is more likely for economic rea-
sons, that gas turbines in produc-
tion models will first appear in
high producticn, low cost automo-

biles. Trucks-and buses for inter-

city travel using super highways
where the maximum horsepower
can be used almost continuously
would seem to be a natural appli-
cation for the gas turbine, In the
case of sports cars, a higher first
cost might be a market which
could be exploited by the gas
turbine. However, if gas turbines
are to be competitive with recip-
rocating engines, they not only
must have equal or better per-
formance than reciprocating en-
gines, but they must also be made
at as low a cost or lower than the
cost of reciprocating engines. In
order to get the cost down it is
necessary to manufacture gas tur-
bines in high production quan-
tities.” Since the tooling and
manufacturing processes for man-
ufacture of a gas turbine are dif-
ferent than those of a reciprocating
engine the cost can only be low-
ered by high production. There-
fore, it is very likely the first pro-
duction models will be in a low
priced, high production automo-
pile,

It is expected that the main-
tenance of an automotive gas tur-

" bine will be less than that of

present reciprocating engines; at
least this is the experience in all
other applications of gas turbines
whether it be aircraft, pipe line
pumping, production of electrical
energy, or marine use. Turbine
wheels could well have a life for
100,000 miles and be replaced at
that time with less difficulty than
putting new rings into a recipro-
cating engine. Various manufac-
turers in both the United States
and England have predicted the
appearance of production models
in anywhere from two to seven
years. The technical problems of
producing an efficient gas turbine
are solved at the present time and
major problems yet to solve are
those of reducing costs and solv-
ing the manufacturing problems
as well as the design of a chassis
and body specifically designed for
the use of a gas turbine.

Production by 1965
If management of automobile

 companies choose to produce a gas

turbine powered automobile, a
production model car designed
especially ‘for a gas turbine could
be produced by 1965 and is likely

driving the compressor and one
stage driving the output shaft. The
size will be no larger than present
day reciprocating engines. Its
maintenance will be less than re-
quired for present day reciprocat-
ing engines. Its fuel consumption

will be as good or better than
reciprocating engines. It will re-
quire no antifreeze, have better
torgue characteristics than recip-
rocating engines, use less lubri-
cating oil and burn kerosene or
fuel oil. }

Connecticut Brevities

Stockholders of Hartford Fire
Insurance Company recently voted
to increase outstanding shares by
175,000 to 2,675,000. The purpose
of the increase was to complete
the acquisition of Columbian Na-
tional Life Insurance Company—
seven shares of Hartford Fire
were exchanged for each 10 shares
of Columbian National. This ac-
tion puts Hartford Fire into the
life insurance business, -broaden-
ing its field of operations to pro-
vide all forms of insurance pro-
tection. Columbian National  has
been writing about $50 million
new life insurance annually and
has about $550 million life in-
surance in force. Combined assets
of the two companies exceed $700
million,

¥, 0% %

The Southern New _England
Telephone Company plans to
spend $40 million for expansion
in 1959, $2.5 million less than was
spent for expansion in 1958. The
largest portion, or $12.8 million of

next year’s budget is allocated for.

outside plant of which $8.6 million
will be spent for cable expansion
requiring some 2.1 billion feet of
wire. Other large expenditures
budgeted include $12.5 million for
telephones and other station
equipment; land and buildings
$6.7 million and dial central of-
fice equipment $6 million.

Ed £ %

A new manufacturing concern
is operating in Connecticut as a
result of the merger of Precision,
Equipment, Inc. of Bethel and the
Foredom Electric. Company of
New York. Precision Equipment
purchased Foredom in 1958. Re-
cently the manufacturing facilities
and general offices of Foredom
were moved to Connecticut and
consolidated with Precision Equip-
ment. The combined organization
is operating now as Foredom
Electric Company, Inc. The firm
manufactures flexible shaft ma-
chinery for general industrial use,
chiropody drills, dental engines
and buffing and grinding equip-
ment for the jewelry trade.

% %

Dorr-Oliver, Inc. has transferred
its filtration engineering and de-
velopment operations from Oak-
land, California to Stamford. It is
expected that about 60 persons
will be employed at the new lo-
cation. Long-range plans for Dorr-
Oliver call for centralization of
filtration engineering and manu-
facture in the East.

& Ed =

Sikorsky Aircraft -division - of
United Aircraft Corp. has been
awarded approximately $35 mil-
lion in Navy contracts for further
production of the Navy and Ma-
rine Corps version of its single
engine S-58 helicopter and spare
parts. These contracts are for the
Navy HSS —1N anti-submarine
craft, which is fully instrumented
and capable of automatic flight,
and the Marine Corps HUS-1, a
troop and cargo transport. Both
are powered by piston engines.

The craft are schedulez for pro-
duction in 1960. Since 1954 more
than 1,000 military and <commer-
cial versions of the S-58 have been
produced.

£ ] @

The Torrington Company an-
nounced recently the purchase of
the business and assets of the Aghi
Zebra ‘San Giorgio latch needle
plant in Genoa, Italy. “The Italian
firm, which employs 160. workers,
was acquired for the. purpose of
expanding Torrington’s position in
world trade, according. to com-
pany officials.: In addition to the
four plants  in Torricgton, the
company operates manufacturing
facilities in Canada, England, and
Western Germany. =

B, - 8 ;

Polymer Industries, Inc,, wholly
owned subsidiary of Phillip Mor-
ris, Inc., plans to expand its plant
in Springdale and add new equip-
ment early this year. The expan-’
sion program will cost approxi-
mately '$350,000 and will double
existing manufacturing space.
Polymer, which was organized in
Long Island in 1946 and moved
to Connecticut in 1954, produces
specialty chemicals for the textile
trade and adhesives for various
packaging applications.

Connecticut ranked ficst in per

. capita value of military prime con-

tracts awarded between July 1950
and June 1958 according to fig-
ures compiled by the U. S, De-~
partment of Commerce and the
Research Section of the State De-
velopment Commission. ‘The total
value of contracts awarded to
Connecticut firms during that pe-
riod was $8,782,474,000 or $4,376
per capita. The state ranked fifth
in total dollar value of contracts
for the same period.

Form New Partnership

BOSTON, Mass. — The former
partnership of George P. Fogg &
Co., 201 Devonshire - Street, was
dissolved Dec. 31, and a new
partnership of George P. Fogg, Jr.
and ‘David C. Fogg, has been
formed to act as specialists in
municipal bonds under the name
of George P. Fogg & Co.

With J. A. Overton

(Special o THE FINAXCIAL CSRONICLE)

CORONADO, Calif—Gerald D.
Zurmuehlen has become affiliated
with J. A. Overton & Co., 1134
Orange Avenue, He was for-
merly with the Cunningham-
Cleland Company.

H. M. Byllesby Adds

iSpecizl to THE FINANCIAL C:R0NICLE)

CHICAGO, Ill. — Gerald M.
Ryan, Jr. has become associated
with H. M. Byllesby and Com-
pany, Incorporated, 135 South
La Salle Street, members of the
Midwest Stock Exchange. He
was formerly with William A.
Fuller & Co.

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

to have a 200 HP gas turbine of -

4:1 pressure ratio, a maximum in-
let gas temperature of 1600° F., a
single stage centrifugal compressor
of better than 80% efficiency, a
rotary or stationary heat ex-
changer of 85 to 90% effective-

' ness, a two-stage turbine of 85%
 efficiency or better, one stage

New Haven-

New York—REector 25377
Hartford—JAckson 7-2569
Teletype NH 194
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'Fight Against Inflation
Takes a Holiday in Britai

By PAUL EINZIG

British correspondent attributes pessimism about prospects_for

faster - economic ' recovery to

domestic and foreign political

uncertainties, and not to the economic situation. Dr. Einzig

does -chserve tendency for wage increases to continue despite

excess capacity-and retention of idle employees on the payroll.

More importantly, however, he finds alarming the increased

acceptance of price inflation as a necessary evil in order to

have high production and employment, and the decreased
opposition to policy of reflation.

LONDON, Eng.— The overflow
of i optimism- that wusually char-
acterizes” the general attitude at
the beginning of -each year is
singularly ab- "
sent this year.
While towards
the end of -
1958 a revival® .
of trade, free
of inflationary
exaggerations,
was widely
anticipated,
since the be-
ginning. of
January
doubts have
developed
both about
business pros~
pects and
about prospects for monetary sta-
bility. It is now feared that busi-
ness revival will be slow this year
and that it will be accompanied
by a degree of prices increases
?uite out of proportion to its ex-
ent.

Dr. Paul Einzig

Business Recovery Pessimism

The uncertainty is accentuated
also by the-political factor. There
is growing concern about the dif-
ficulty of settling the Berlin prob-
lem, and the outcome of the com-~
ing General Election: is considered.
doubtful. : Either of these two fac=
tors is liable-to bring about a set-
back in business recovery, though
if -all ‘goes well it could create an
atmosphere of optimism that
‘would encourage investment and

consumer “demand. - One of .the .

reasons why " the ‘London Stock’
Exchange has adopted a cautious
attitude towards equities since
the turn of the year is the antici-
pation of unfavorable political de-
velopments: .
It is difficult to understand the
revival of pessimism in respect
of -the prospects of trade recovery
on purely economic grounds.
There are indications of a distinct
increase of consumer demand. The
removal of restrictions on install-
ment selling has resulted in a
sharp rise in the demand for con-
sumer durable goods. Judging by
the increase in the note circula-
tion in December, retail trade
must have been brisk during the
' Christmas®season, and the annual
sales in January also appear to be
satisfactory. = According to the
latest -estimates capital expendi-
ture by privately-owned industry
is: only expected to be slightly
lower than-in 1958 and the dif-
ference will be more than offset
by the increase in investment in
the public sector of the economy.
Over and . above all, hardly a
week passes without a major wage
increase, and the cumulative ef-
fect of these increases is bound
to be an expansion of consumer
demand. :

Wage Increases

Precisely because of these wage
increases it is feared that a rise
in prices will exceed the extent
:of a business -revival. There is
‘no fundamental reason why this
should be - so, considering that
there is at present much unused
manufacturing capacity, so that
it would be possible to increase
the output by between, 10 and
.15% even in the complete absence
of any -nei capital investment.

The capacity is there and the out-
put could be increased through
the re-employment of the unem-
ployed and the working of longer
hours, without- the’ installation :of

“additional .capital equipment.

‘Most- business firms are reluctant,

“hHowever, to increase their output.

This'is partly due to the existence
Jof ‘unsold stocks in many indus-

-tries, ~though in this respect the

situation 'has improved. It now
seems reasonable to assume that
the -growing consumer demand
would be able to absorb an in-
creased output.

Nevertheless, business firms are
not - sufficiently certain of the
prospects to embark on an in-
crease in their production. In fact
in many instances the tendency
still points in the opposite direc-~
tion. There are still dismissals
through redundancy. The ex-
planation of this attitude lies
largely in the growing resistance
of the trade unions to redundancy
dismissals. During the boom this
resistance did; not matter very
much, and most firms were quite
willing to “hoard” superfluous
labor. The recession induced them,
however, to reverse their attitude.
They now encounter: strong re-
sistance, but in existing conditions
they are inclined to take a firm
line in face of threats-of strikes
or. redundancy .dismissals...In -one
dsolated instance a small indus-
trial firm .actually dared to turn
tough and closed down-a- section
of its works affected by such a
strike.

Many firms are afraid of in-
creasing prematurely the number
of their employees. What they
fear is that, should there be a
relapse, they would encounter
once more difficulties in their ef-
forts to reduce their staffs. They
will have to be much more cer-
tain about prospects before they
would feel justified in re-em-
ploying labor on a noteworthy
scale. .

Meanwhile wages are increasing
and in the absence of a corre-
sponding increase in production
this alone should be a sufficient
cause for further rise in the cost
of living. Cost inflation continues
and as a result of wage increases
and increases in the demand for
consumer durable goods on the
instalment system there is also
once more some degree of demand

.inflation which is not neutralized

by corresponding increase in the
supply of goods.

Curiously enough very few peo-
ple are prepared to admit to
themselves the facts of this situa-
tion. Pressure on the Government
to reinforce its reflationary meas-
ures continues unabated. The
threat of a slump frightened most
people into playing for 105%
safety by putting up with much
inflation to remove the risk of
deflation. Apart from bank chair-
men, who in their annual ad-
dresses to their shareholders laid
stress on the need for. resisting
inflation, most public pronounce-
ments point in the opposite direc-
tion.

Notes Less Opposition to Inflation

The slowness of the business
recovery—not only in Britain but
also in the United States and
other countries — reinforced . the

argument of those -who- believe .

that unhampered inflation is the
smaller of - the two - evils: ‘The
number of people who have come
to. believe .that on.the .basis .of
recent experience it is dangerous
to resist inflation too firmly is
distinctly on the increase. And
those who still believe that, taking
a long view, inflation is by far
‘the graver danger, are congider-

ably. less vocal than they. were.

until recently. There are hardly
any letters in the' correspondence
columns of newspapers about in-
flation thes2 days. Recovery will
have to preceed much further
before “its inflationary = aspects
will come to be noticed - ade-
quately. -Even then it will be
much -more . difficult. to . wage a
campaign against inflation than it
was in 1957.

.- Townsend, Dabney Andﬂds.

" (Special fo I‘gx.rmh‘rm CHRONICLE) b

| | PORTLAND, Maine —, Charles

P. Soule has been added to "the
'staff of Townsend, Dabney. & Ty-
son, 184 Middle Street.

Four With Keller ‘Brothers
' (Speeial to THE FINANCIAL CHRONICLE)
BOSTON, Mass.—Carl K. Ben-
son, Joseph A. Eoksuzian, Peter
Ferrini and Edmund C. Keenan
are now with Keller Brothers Se-
curities Co., Inc., Zero Court St.

Now With Murch & Co.
(Special to THE FINANCIAL CHRONICLE)

CLEVELAND, Ohio—George J.
Schneider has become affiliated
with Murch & Co., Inc.,, Hanna
Building, members of the New
York Stock Exchange, Mr. Schnei-
der was previously with Central
States Investment Co.

-’09 Life Underwriting -
- School at Gonn. Univ. -

STORRS, Conn:— “The Estate"

Planning Team in Action” will be
the focal point of attention when
the 16th Life Underwriting Schaol
.meets. at the University of  Con-
necticut July 27, 1959. F &

In announcing plans for~the
School, Laurence. “J. Ackerman,
dean of the UofC School of Busi-,
ness Administration, pointed out
that participants will work from a
comprehensive case history, taken
from the actual experience:of:a
life underwriter. " 3

The  one-week  session, spon-
sored by the -Connecticut State
<Association of Life Underwriters,
'the UofC School of Business- Ad-
ministration and the Division of

_University Extension, is designed
for insurancemen ,with- at-;least:
three years’ experience; .
Topics to ‘be:covered, in
Stock: Valuation' Techiigti
Role of the Trust Company. S
tate and BusinessPlanniug; Th
Place. of . Trusts:‘in.:Estate - Plan-~¢
ning; The Role of the Life Under--
writer in Estate: ' and:' Business
Planning; The' Role of the Lawyer
in Estate and Business Planning;
and Resolving the Legal Problems.

The 'School’s faculty : follows:
Francis T. Ferin, Jr., CL.U;, pres-
ident. of F. T. Fenn, Jr. & Co.,
Hartford; William C. Fenniman,
vice president of the Connecticut
Bank and Trust Co., West Hart-
ford; Edward H. Heilman, Jri,
C.P.A,, partner in the Hartford
accounting firm of Knust, Everett

& Cambria; and John H. Riege,
partner in the Hartford law firm
. of Reid & Riege. Mr, Fenn will

(409) 13 :

coordinate - the..material” for the
presentation.of the ‘case. - Ve

Dean. Ackerman will open the
School with a:welcoming: message
Monday (July 27) and ‘Wilbur W.
Hartshorn, - C.L.U., superintend-
ent of agencies, Metropolitian Life

JInsurance Co.,  New York City,

will deliver the closing address.
Anthony. S. Esposito, Stamford,

‘chairman- of . the .Summer- School

committee,. ‘is. in..charge of ar-
rangements for the School. Other
committee 'members are:-William
Henry Carr, 'C.L.U.; -Bridgeport;
John T: Redman, New Haven; and
Frederick: A.. Risley, Hartford.

- For: information..about. fees and

-program, write to. Miss. Dorothy

G. Lundblad,. Schoot of Business
.«édministration, UofC, Storrs
onn. !

With. Westheimer and Co.

. Spacial to Trm PINANCIAL CHRONKGLEY ; .
" CINCINNATI, Ohio—Robert W. -
Haynes ~has’. becomé . associated
‘with: Westheimer' and : Company,
3227 Walnut . Street,. members of
the" New  York® and. .Cincinnati
Stock Exchanges.. Mr. Haynes was

v

“formerly. with A. E. Aub & Co.

‘Two With Suburban Secs.

(Special t0 THE FINANCIAL Cimnnixéz.gf)_f a4
CLEVELAND, Ohio—Harvyey. N.
Heiss and William K. Van Fossan
has joined the staff of Suburban
Securities Co., 732 East 200th St.

Joins McMaster Hutchinson

(Special to THE FINANCIAL CHRONICLE)
MILWAUKEE, Wis. — Richard
W. Mueller has become connected

‘with McMaster. Hutchinson & Co.,

First Wisconsin Nat'l-Bank Bldg.
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‘Federal Budget for 1960

~ Is Balanced and Restrained -

President’s estimated -balanced ‘budget for fiscal year 1960

reverses past five year’s trend

of larger budgets. It reflects

determination not to undertake any new—or expand existing
—spending; and proposes minor revenue increases amounting
to $1.3 billion. Moreover, without encompassing any signifi-
cant changes in ratio of defense to non-defense spending, the
President says his budget should increase military effective-
ness, enhance domestic well-being, help allies develop, preserve
fiscal soundness, and encourage economic growth and stability

—all ‘within

President Eisenhower is confi-
dent that the Federal budeet sub-
mitted to Congress‘ on "Monday,
Jan. 19th, is both genuinely sound
and helpful in
all ways de~
spite its mora-
torium on
spending
changes de-
signed to
achieve a

-small surplus.

The Pres-
ident envis-
ions future
tax cuts and
debt reduction
if the assump-
tionsupon
which the
budget is
based are correct, and if Congress
supports the recommended con-
commitant proposals. For this
year, however, the President
again asks that the permanent
debt ceiling of $285 billion be
continued and that the temporary
debt ceiling be raised.

Excerpts from the Budget mes-
sage of President Dwight D, Eis-
enhower for the fiscal year end-
ing June 30, 1960, submitted to the
lCongress of the United States fol-

ow:

Pres. Eisenhower

The “situation we face today as
a Nation differs significantly from
that of a year ago. We are now
ent_ering a period of national pros-
perity and high employment. This
i8 a time for the Government to
conduct itself so as best to help
the Nation move forward strongly
and confidently in economic and
social progress at home, while
fulfilling our responsibilities
abroad. The budget of the United
States for the fiscal year - 1960,
transmitted herewith, will effec-
tively and responsibly carry out
the Government’s role in dealing
with the problems and the oppor-
tunities of the period ahead.

This budget proposes to increase

our income.

our military effectiveness, to en-
hance domestic well-being, to help
friendly nations to foster their de-
velopment, to preserve, fiscal

soundness, and to encourage eco-
/nomic growth and stability, not
only in the fiscal year 1960 but in-

the years beyond. And it clearly
shows that these. things can be
done within our income,

We cannot, of course, undertake
to. satisfy all proposals for Gov-
ernment spending. But as  we
choose which ones the Govern-
ment should accept, we must al-
ways remember that freedom and

'the long-run strength of our econ-

omy are prerequisite to atttain-
ment of our national goals, Other-
wise, we cannot, for long, meet
the imperatives of individual
freedom, mnational security, and
the many other necessary respons-
ibilities of Government. In short,
this budget fits the conditions of
today because:

(1) It is a Balaneed Budget.—
My recommendations call for an
approximate equality between
revenues and expenditures, with a
small surplus,

(2) It Is a Responsible Budget.
—By avoiding a deficit, it will
help prevent further increases in
the cost of living and the hidden
and unfair tax that inflation im-
pboses on personal savings and in-
comes,

(3) It Is-a Confident Budget,—
It anticipates, -in a rapidly ad-
vancing economy, increases in
revenues without new general
taxes, and counts upon the unity
and good judgment of the Amer-
ican people in supporting a level
of government activity which such
revenues. will make possible.

(4) It is a Positive Budget.—It
responds to national needs, with
due regard to urgencies and prior-
ities, without being either extrav-
agant or unduly limiting,

(5) It Is an Attainable Budget.
—Its proposals are realistic and

The Commercial and Financial Chronicle . .

can be achieved with the coopera-
tion of the Congress, :
This budget was prepared in the
light of the . following - general
prospects ~ for Government - fi-
nances for the next few years.

Growth of Revenues.—. . . Un-
der our graduated income’ tax
system, with present tax rates,
budget receipts should grow even
faster than national income, al-
though the rise in receipts cer-
tainly will not be uniform’ from
year to year. Also, some tax re-
forms and downward tax adjust-

ments will be essential in future ||

years to help maintain  and
strengthen the incentives for con-

tinued economic growth. With ‘a’

balance in our finances- in ~1960,
we-can look forward to tax reduc-
tion in the reasonably foreseeable
future. In the long ‘run;. taxes

should be so arranged-that in pe-'
riods of presperity some:annual:
provision is made for ‘débt reduc-.
tion, even though- at”*a’ modest |

Tate.

$3.9 billion less than in 1959, will
still be $12.4 billion higher than-
in 1955, an average increase. of
almost $2.5 billion a year: These
figures emphasize that if we are
to succeed in keeping total expen-
ditures under control in the com-
ing years we must recognize cer-
tain hard facts.

First, defense spending will re-
main extremely large as long as
we must maintain military readi-
ness in an era of world trouble
and unrest. Until there:is asig-
nificant and secure easing of
world tensions, the actions by the
Department of Defense to realign
forces, close unneeded installa-
tions, and cut back outmoded
weapons will achieve only 'rela-
tively small expenditure. reduc-
tions.. Keeping our military struc-
ture ‘capable and ready ‘to meet
any threat means that we must
continue to  strengthen our. de-
fenses. It is but a reflection of ‘the
world in which we live {n stress
again the fact that modern wea-
pons are complex and costly. to
develop, costly to procure, and
costly to operate and maintain.

Second, without one single new
action by the Congress to author-
ize additional projects or gpro-
grams, government outlays for
some of our major activities: are
certain to keep on rising ‘for sev-
eral years after 1960 because of
commitments made in the past,
For example . . . construction . . .
projects underway throughout the
country will raise expenditures
for these programs in the next 2

years beyond the current record .

amount. -

| ;
SUMMARY OF BUDGET RECEIPTS AND EXPENDITURES

Description
Budget Receipts:

Lndividual income taxes
Corporation income taxes
Excise taxes

Budget Expenditures:
Major national security
International affairs and finance.__
Veterans’ services and benefits___
L ,abpr and welfare
Agriculture and agricult, resources
Natural re ources
Commerce and housing
General government .
Interest
Allowan

Budget surp. (+) or def. (—)-_

Based on_existing and proposed legislation

[In millions]

——— 1959 estimat
Under existing
laws and
authorizations

Proposed
enacted or

1958 for later

actual

$34,724
20,074
8,612
333
1,393
782
3,200

$36,900
17,000

Tecommended {ransmission 'Total

$36,900

€ e e 1960 estimate —

Under existing
laws and
authorizations Proposed
enacted or for later

Tecommended transmission .- Total

$40,700
20,448
7,841

Lo - $40,700
$1,000

1,104 - 8,945

..2900
3,352

., Thursday, January 22, 1959

Control of Expenditures. — The '
estimated 1960 expenditures, while. |

21,448 -

$69,117  $68,000

$44,142
2,234
5,026
3,447
4,389
1,543
2,109
1,356

$45,842
2,293
5,079
4,150
6,753
1,669
3,135
1,531

$68,000

$46,120  $45,134

$74,981 - $2,119 $77,100

$671. . $45,805
631 . . -2.1°9
8.
37"
132
27

3,708,
5,198
4,380
6,775
1,708

1,498
5,080
4,097
5,863

11,683

3509 2454 210

1673 1713 © - 22

7,601 _—

100

2,243
- 1,735

871,936
—32,819

*Less than one-half million dollars,

gitized for FRASER
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$80,871

200
$1,418  $77,030
410

- 5,088 .
4,129.
5,996
1,710.

" 8,096 -
100

Hi,v';’h'w'a:s'f‘ trust fund:
Postal 'fund:k

Enac

3.

« of cooperatives.
~-Other: ijeceipts:

New Receipts Proposals in the 1960 Budget
oy _:Rai'se_ motor fuel tax to 4% cents perv»ga_lllong

2. Revise rates to bring in an additional. $350
‘million in fiscal 1960.

Special and technical income tax adjustments:

equitable plan for taxing income of life

insurance companies. - : B

4. . Revise rules for computing percentage: deple-
tion allowances to insure that they are limited
to mining processes. : b e

5. “Enact corrective legislation relating to taxation

--6.;" Raise, aviation gasoline tax to 4!2: cents:per.
.- gallon and levy new 4'%-cent tax.on'jet fuels.
7. Adjust other fees and charges so that persons: .
“ Teceiving special services will more nearly pay-
-the cost of those services:’ o TELE

S e P S
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Moreover," inescapable demands
resulting . from new technology
and the growth of our nation, and
new requirements resulting from
the changing 'nature of our society,
will generate. Federal expendi-

tures in future years. As a matter "

of -national policy we must, for
example, make our airways meas-
ure  up to- the operational and
safety needs of the jet age. We
must not forget that a rapidly
growing population creates vir-
tually = automatic  increases in
many Federal responsibilities.

Fiscal Soundness and Progress
. Both: . domestic. and defense
needs require' that we keep our
financial house in order. . This
means that' we must adhere to two
policies:

First, we must review all gov-
ernment activities'as a part of the
continuing  .budgetary = process
from; year to-year.. .. Consonant
with this policy of review, reduc-
tions have beén recommended in
this budget for 1960 appropria-
tions which -will affect expendi-
tures' not only in that year but
also.in later years. Furthermore,
this budget contains proposals to
modify certain.activities and in-
stitute certain charges for special
services. These recommendations
arc practicable and sound. They
should be enacted. Second, we
must examine new programs and
proposals. with a critical eye. . . .

Our. economy will continue to
grow vigorously. This growth will
produce additional Federal reve-
nues, but it “will not produce
them without limit. We cannot
take our resources for granted and
we canont spend them indiscrimi-
nately., We must.deal with new

- conditions as they arise. We must

choose what the Federal Govern-
ment will do and: how it will do
it. If the’ choice ‘is responsibly
made, reductions obtained through
economies and the .rising reve-
nues accompanying economic
growth will preduce -surpluses

which ‘can be‘used to lessen the-

burden of taxes, meet the cost of
essential- new  government serv-
ices, and reduce -the public debt.

+The proposals in this budget. have"

been:formulated with these long-
run objectives in mind.

Budget Totals

Budget expenditures are . pro-.

posed to be held to $77 billion in
fiscal 1960, which is $3.9 billion
less than the estimated 1959 level
of $80.9 billion.

‘With continued vigorous eco-
nomic recovery, and with the
relatively - few- new tax adjust-
ments proposed herein budget re-
ceipts. in .fiscal 1960 are-expected
to Teach a. toial of $77.1 billion,
-an increase-of.$9.1 billion over
fiscal .1959. . ’

Thus a very modest surplus-of '

about $0.1 billion is.estimated. for "’
1960, compared” with.a recession-
induced deficit of $12.9 billion-in~
the current fiscal year.:This esti- ’
mated balance assumes enactment |
of recommendations for extending .
present excises -and 'corporation
income taxes scheduled for reduc-
tion under existing law, for some
new tax legislation to remove in-
equities and loopholes, for in- °
creased charges for special serv-
ices; and for reductions in some
current programs. It also assumes
that certain programs can be made
self-financing by stepping up. the
sale ‘of portfolio. assets. ;
Financing of the $12.9 billion
budget = deficit for the current
fiscal year will increase the public
debt to $285 billion. by June. 30, .
1959, $2 billion in excess of the - -
present permanent.. debt' limit. -
With a balanced .budget in 1960, °
a -$285 billion debt is. indicated -
also for June 30, 1960, On the .
basis of thees estimates, it will be .
necessary ‘to renew- ‘the request
made during the past session of
Congress for a permanent debt :
ceiling' of $285 billion and, fur- :
ther, to seek an increase in the !
temporary. debt ceiling sufficient .
to. cover heavy borrowing  re-
quirements- during the first half .
of the fiscal year 1969, borrowings .
which would - be repaid before
June 30, 1960. :
The new authority to incur ob-
ligations recommended for fiscal
1960 is $76.8 billion, which is .
slightly less than the estimates .
for expenditures and for receipts. .
Further reductions in new obliga- .
tional authority can be attained -
in 1961 by the Congress enacting
my recommendations for program ‘.
modifications. :

Budget Receipts

Extension of Present Tax Rates.
— The "budget outlook. for 1960 :
makes. it essential to- extend pres- -
ent tax rates on corporation profits
and certain excise taxes another .
year beyond their present expira~ -
tion date of June 30, 1959. o

Development of a More Equit-
able Tax System. — Considerable °
progress was made .last year in '
removing unintended benefits and
hardships from the tax laws. Con~ -
tinued. attention is necessary in -
this area. As-the budget permits -
additional reforms should be un- '
dertaken' to increase the fairness .
of the tax system,. to reduce the
tax restraints-on. incentives- to
work. .and invest, and wherever -
feasible -to simplify.the laws. ., | -

Revenues. — The resurgence of !
our economy has been stronger -
than was -assumed in.the budget -
estimates that were published last -
September.. Consequently, budget -
receipts for the -fiscal -year- 1959
are now expected to total $68 .

Continued. on_page 66 |
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_ Eisenhower Finds Business Good

And Prescribes Inflation Cure

" The basis for favorable economic outlook. prediction and ‘the -

slngularly economic problem ‘of price inflation are principal

-topics in President Eisenhower’s Economic Report to Congress. -
Clearly pointing out that the alternative to price “inflation is
controls, the President adjures labor and management to keep -

wages. within the bounds of

" recommended - program for business, labor, consumers- and -
“Congress, is a proposal to- enlarge and improve “public-infor- , -
“mation on prices, wages and related costs and productivity. . . .”

In_’ transmitting the annual
‘Economic Report to Congress, as
“called for by the Employment Act

. of 1946, on Jan. 20, President

Elsenhower
e xpressed
‘confidence

‘about the.
direction

‘of the factors
déetermining

! recovery but
evinced

“considerable
coneern as’ to
_whether ~ we
can. achieve a
firm . founda-
_tion ' for 'eco- .
nomic growth _
with a stable
price level.

" For all important facets of the
economy, including Congress, the
President =~ prescribed ~a large
number of proposals with stress
placed upon a balanced budget,
~'prudent - spending, restraint on
wages and increased competition.
He held out, however, the ‘pros-

~pect”of “tax reform ‘and reduction

in the foreseeable future”if the
anti-inflation” formula prescribed
is energetically followed.

" The text of the Letter of Trans-
mittal accomipanying the Presi-
dent’s annual Economic Report to
Congress follows:

Pres. Eisenhower

- Letter of Transmittal

THE WHITE HOUSE,
Jan. 20, 1959.

I present herewith my Eco-
nomic Report, as required by
Section 3(a) of the Employment
© Act of 1946. 'In preparing this
report, I have had the advice and
assxstance of the Council of Eco-
‘nomic Advisers. I'have also had
-the advice of the heads of execu-
‘tive departments an& independent
‘agencies of the Government. I set
_forth ' below, largely in.‘the
language of the report itself, what

© I consider to be its salient conclu-
sions and recommendations.

Economic Recovery in 1958
."* When the Economic Report was
submitted ‘to the Congress in
. January, 1958, a contraction in

production and employment that

had -started somie six months
earlier was still under way. The
- decline proved to be sharper than
the 1953-54 recession, but it did
not last as long. A recovery began
in May, 1958, and by the end of
" the year most' of the ground
lost had been regained. Gross na-
-tional product, our broadest meas-
-ure  of the mnation’s output of
.goods and services, was at an
“annual rate of $453,000,000,000 in
~the fourth quarter of the year. In
_dollars of constant purchasing
-power, this was almost equal to
the- ‘highest output attained in
- the pre-recession period. Nearly a
million more people were at work
.in December, 1958, than in July,
.after allowance for seasonal
changes. Although the number of
.persons unemployed was above
4,000,000 in December, it was
1000 000 below the highest. un-
employment figure reached dur-
ring . the recession. Wage and
:salary income and consumer
epending were at an all-time high,
and the index of consumer prices
-had been virtually stable for six
.months, although-about 2% higher
than a year earlier.

productivity. Included. in . his - -

Fconomlc Pohcles m 1957:58 -

"'The events of the last 18 months
show. again the :considerable ca-.
pacity .of our economy  to resist
contractive influences and to hold
a cownturn within fairly narrow
limits. Many factors. contribute to-
this capacity.-Chief.- among .them;
are industry and-resourcefulness’

~of our people, the:strength and

resiliency of cur. freeicompetitive
institutions - and:-the continuing
operation in the American econo-
-my.of powerful forees makmg for
long-term growth. :

Also of 1mportance are features
-of our economic system that mod-
erate the impact. of contractive .
influerices -on «“personal :income,
and thus help to maintain demand.
Increasingly, our people work in
industries and - occupations -that
are not readily affected by mod-
erate economic declines.' And such
reductions in income as do result
from -lower production and - em-
ployment are offset, to a consid-

erable extent, by supplementary

payments, notably by.those made
under the Federal-State system of
unemployment insurance.
Governmental actions ~also
played an important-role in mod-
erating the recession’and helping
to bring about a promptand sound
recovery. Monetary::and - credit
policies were employed - vigorously’
to assure ample supplies of credlt
Legislation was enacted. to length-
en temporarily the period of en-
titlement to unemployment bene-

fits. Numerous actions were taken .-

to spur building activity, Steps
were taken to accelerate Federal
construction projects already un-

der way and to speed up .projects.

supported by Federal financial as~

sistance. Activities under a num-:
ber of Federal .credit.programs,

in addition to .those in the hous-
ing field, helped counter. the re-

cession. And the, acceleration of,
defense procurement which. was_'

being undertaken in line with na-

tional securlty pollcy, exerted an

expansive effect.
The 1957-58 recesston shows

"that the major.emphasis. of Fed-

eral pOllCleS to counteract an eco-
nomic downturn should be placed
on measures that will act promptly
to help shift the balance of eco-

nomic forces from ‘contraction to. .-

recovery and growth.”Though’ an
effective contribution can be made

by the acceleration ‘of public con--.

struction projects already under
way, little reliance-can be placed
on large undertakings which,
however useful they may be in
the longer term, can<be put .into
operation only after an extended
interval.

The 1957-58 experlence is also
a reminder that there'is no simple
prescription for corrective action
-‘which can be’ applied with only
minor variations in every business
downturn. It emphasizes the im-
portance, in a situation in which
powerful corrective forces are at
work, of avoiding hasty and-dis-
proportionate actions, such as tak
reductions that ' needlessly = en-

‘danger the prospects of future -

fiscal balance~and prejudice the
orderly xevlslon of the tax
structure. . /

As production, employment, and

income moved upward in 1958, the
economic policies .of government
became increasingly concerned
with keeping the recovery on a
sound basis and promoting, a sus-
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tainable-1on g-t e r m expansion.
Monetary and . credit policy was
shifted : with a view to limiting
the -expansion of bank credit to a

" sustainable pace. The large fi-

‘nancing:operations of the United
'+ States » Treasury - are 'being con-

"'ducted\with a view to enhancing

the basic stability of our financial
system and promoting ‘sound eco-
nomic  ‘growth. And the fiscal
- -operations - -of government- are

¢ ~moving in the' direction of restor-

L mg a balance between outlays and

~incomes ‘dand thereby countering
potnntlal inflationary tendencles

“+* The Economic Outlook

As 1959 opens, there is reason
‘for confidence that the improve=
ment_ in business activity, which
began in. the second quarter of
last year, will be extended into
the months ahead. Factors that
influence . decisions - on ‘ business
capital outlays have become more

favorable, and an upturn in these '

expendltules may already be un-
der ‘way. Residential construction
‘outlays ; should contribute further
to -economic expanslon especially
if favorable action is taken by the

Congress on  recommendations:

made in the report to provide a
‘steadier .and more assured flow of
‘private” funds . into mortgages.
Sales of - United States products
in foreign markets may increasé
as the pace of business activity
abroad .quickens and the trade po-
sition 'of primary producing coun=
tries is.improved. The combined

outlays of Federal, state and local.

govérnment units will continue to
rise, -Under the impact. of these

:developments, the liquidation of °

.inventories should soon come to
.an,end; indeed, the gap between
current sales and stepped-up pro-
duction .schedules may already
have been closed. The effect of
these ~favorable factors on em-
ployment.and income can be ex-
pected to enlarge the markets for
-consumer goods and thereby to re-
inforce the conditions makmg for
over-all economic expansion.

A Program for Economic Growth
With Stable Prices

Our -objective must be to estab-
lish a-firm foundation for extend-
ing :economic growth with stable

prices into the months and years
ahead. This will-not come about
automatically. To attain our goal,
we must safeguard and improve
‘the institutions of our free com-
petitive economy. These are basic
to America’s unassailable eco-
nomic strength. We must wage a
relentless battle against impedi-
ments to the fullest and most ef--
fective use of our human and
technological resources. We must
provide, incentives for the enlarge-~
ment.-and’ improvement “of the
facilities that supplement human
effort. and make,.it: increasingly
* productive. Finally,-an indispen-
sable condition for achieving vig-
orous and continuing economic
growth is firm confidence that the
value of the dollar will be rea-
sonably. stable in the years ahead.

Action to meet these challenges
is required on many fronts, by all
groups in our society and by all
units of government.

The individual- consumer can
play an important part by shop-
ping carefully for price and qual-
ity. In this way the American
housekeeper can "be a powerful
force in holding down the cost of
living and strengthenmg the prin-
ClpIe that good values and. good
prices make good business.

Businessmen must redouble their
efforts, They must wage a cease-
less war against costs. Production
must be on the most economical
basis possible. The importance of
wide and growing markets must
be borne in mind in setting prices.
Expanding markets in themselves,
promise economies that help keep
costs and prices in check.

Leaders of labor unions have a
particularly critical role to play,
in view of the great power lodged
in their hands. Their economic ac-
tions must reflect awareness_ that
the only road to gleater material
well-being for the nation lies in
the .fullest realization- of - our
productivity potentlal and that
stability of prices is an essential
condition of sustainable economle
growth.

The terms of agreements reached
between labor and management in
wage and related matters will have
a critical bearing on our success in
attaining a high level of economic
growth with “stable prices. It is
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not the function of ,Government
in our society to establish -the
terms of these contracts, but it
must be recognized that the publie
has a. vital interest in them. In-
creases in money wages and other
compensation not justified by the
productivity performance of the
economy -are inevitably inflation-
ary. They impose severe hardships
on those whose incomes are not
enlarged. They jeopardize the ca-
pacity. of the economy to create
jobs for the expanding labor foree.
They endanger present jobs by

‘limiting markets at home and im-

pairing our capacity to compete
in markets abroad. In short, they
are, in the end self-defeating. -
Self-discipline and restraint are
essential if reasonable stability of
prices is to be reached within the
framework of the free competitive
institutions on” which we rély
heavily for the 1mprovemeut ‘of
our material welfare. If the'de-
sired results cannot be achieved
under: our artangements for -de-

‘termining wages and prices, the

alternatives are either inflatiom,
which would damage -our economy
and work hardships on'millions of
Americans, or controls, which :dre
alien to our traditional way of life

. and which would be an obstacle

to .the -nation’s economic growth
and improvement.

The chief way for Government
to discharge its ‘responsibility .in
helping to achieve economic
growth with price stability | is
through the prudent conduct of its
own financial affairs. The budget
submitted to the Congress for the
fiscal year 1960, which balances‘
expenditures with receipts at a
level of $77,000,000,000, seeks,to
fulfill this respon51b1hty 1f Gov-
ernment spending-is held within
the limits set in the proposed
budget, the growth of our econ-
omy at the rate that may be ex-
pected would make it possible-in.

the reasonably foreseeable future

to provide, through a significant
further step in tax reform "and
reduction, added . incentives and
means for vigorous economic
growth and improvement.

Governmental actions in other
areas can also help to -maintainr
price stability as our economy ex-

Continued on page 16
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Eisenhower Finds
Business Good and
Offers Inflation Gure

pands. The Congress will be re-
quested to amend the Employment
Act of 1946 'to ‘make reasonable
price .stability an -explicit goal of
Federal economic : policy, coordi-
nate with the goals of maximum
production, employment and pur-
chasing power ‘now specified ‘in
~that act. .Steps-will be taken with-
in the Executive Branch to assure
that governmental programs and
activities are administered in line
with ‘the objective of reasonable
price stability, and programs for
the enlargement and improvement
of public' information on prices,
wages and related: costs and pro-
ductivity will be accelerated.

The many continuing programs
of Government that promote the
expansion and improvement of
our economy will be administered
vigorously. Also, new legislation
will be requested. to strengthen
competitive forces, to enhance per-
sonal welfare, to promote integrity
in labor-management relationships
and to foster better industrial re-
lations, to assist local areas expe-
riencing heavy and - persistent
unemployment, to make more ef-
fective use of the large Federal
expenditures relating to agricul-
tural price support, to promote
conditions favorable to trade
among nations and to assist in the
economic growth and development
of the free world.

Favorable consideration of these
legislative proposals by the Con-
-gress will materially help to
achieve the goals of vigorous, or-
derly and sustainable economic
progress within a framework of
reasonable price stability.

All of our people, in view of
their broad common interest in
promoting the nation’s ‘economic
strength, can fully support this
program,

DWIGHT D. EISENHOWER

A brighter outlook for business,
especially for banking, is pre-
dicted by Harold H, Helm, Chair~
man of the Chemical Corn Ex=
change Bank,
New York, on
the occasion of
the bank’s
135th annual
meeting the
past Tuesday,
Jan. 20th,

Noting that
the over-all
demand for
credit re-
mained at a
high level de-
spite the re-
lapse in busi-
ness in the
forepartof
1958, Mr, Helm stated that “indi-
cations point to continued sub-
stantial capital spending by indus-
try and an improvement in retail
purchasing by consumers, These,
together with an anticipated ex-
pansion of inventories in many
tields, should lead to a strong
need for bank lending in 1959,”
he added.

“The outlook for American busi-
ness, and especially for banking,
in 1959 is brighter than it was a
year ago. Even more encouraging
are the long-term trends, greally
influenced by an expanding popu-
lation, steadily rising standards of
living, scientific progress and new
product development.”

" Harold H, Helm

Inflationary Factors Cited

In commenting upon the na-
tional economic scene, Mr. Helm
cited several problems “which
should be of grave concern to
every citizen.” He called attention
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Helm Oplimistic On Year Ahead But Alarmed
Over Inflationary Trend

Though optimistic about business and banking prospects,
Chemical Corn Chairman expresses alarm about price inflation
and calls for concerted remedial action by Congress, business-
men, bankers and labor leaders. He also specifies corrective
legislation and regulation needed to improve banking.

to excess Federal spending over
income and *“to’ the danger that
American labor may price itself
and its products out of domestic as
well as foreign markets.”

“Foreign countries have been
urged. to balance their budgets
and maintain a healthy respect for
their currencies in order that they
might present a sound basis for
loans, credits and aid,” Mr. Helm
said. “Yet, Congress has not faced
up to these fundamentals and this
has Jessened the appetite of our
investment community for our
own Government’s securities. Be-
coause of this narrowing public
market, the banks have had to
carry a larger share of Govern-
ment bonds in their portfolios
than is proper in a sound econ-
omy. We commend the Governors
of the Federal Reserve System for
their constant alertness to the
dangers of inflation. , ., A higher
respect for our monetary stability
is an essentiality today, and it can
come ‘only after we provide and
maintain a balanced Federal
budget,

“England has made great strides
in the solution of monetary prob-
lems,” Mr, Helm observed. “Her
ability at this time to allow
further currency convertibility is
made possible only because she
has followed firm and proven
principles in her government fi-
nancing and in her heroic fight
against -inflation, . , .

“It is high time that Congress,
businessmen, bankers and labor

again warranted. The FDIC’s sur-
plus fund now exceeds $1.9 bil-
lion. A single year’s investment
income from this fund is suffi-
cient to cover the FDIC’s annual
operating expenses plus all losses
incurred since its inception on Jan.
1, 1934. Chemical’s contributions
alone over the last 25 years now
aggregate over $23 million, or
more than 80% of the $28 million
losses sustained in the entire
country by FDIC from date of or-
ganization through 1957, the latest
year for which official figures
have been reported. A reduction
in the rate of assessment seems
more than ever warranted.”

Named Director

Eugene H. Catron, a general
partner in the investment firm of
Shields & Company, has been
elected to the board of directors
of Borman Food Stores, Inc., it
is announced by Tom Borman,
President.

With L. L. Blair, Inc.

(Specinl to THE FINANCIAL CHRONICLE)
CHICAGO, I, — Mary V.,
Shields has become connected
with Lorraine L. Blair, Inec., 30
North La Salle Street.

W. L. Brokaw Jeins
Moore, Leonard, Lynch

W. Lee Brokaw has joined the
New York office of Moore, Leon-
ard & Lynch, 14 Wall Street,
members of the New York Stock
Exchange, as a registered repre-
sentative, it is announced.

Mr. Brokaw has “been with
Starkweather & Co. for many
years. His experience in the secu-
rities business goes back to 1923
when he became associated with
Harris Forbes & Co.

Siegbert Oppenheimer
Opens in New York City
Siegbert - Oppenheimer is en-
gaging in' a securities business
from offices at 106 Fort Washing-

ton Avenue, New York City.

With Lee Higginson
Timothy D. Sheahan has joined
Lee Higginson Corporation, mem-
bers of the New York Stock Ex-
change, as a registered represen~
tative in the New York office, 20
Broad Street,

leaders together lay the ground- }
work for.an effective anti-infla~ f§

tion campaign. We should all rec-
ognize inflation, even in its mild-
est’ form, for what it is: A symp-

tom of failure—failure of a nation }

to govern itself wisely, and fail-

ure-of its citizens to assume their !

responsibility for maintaining a
sound and stable currency. For
the community as a whole, there
is no hedge against inflation. The
price paid to avoid it is much less
than the penalty for accepting it.”

Legislation and Regulation

“A modest correction in the un-
realistic reserve requirements
which the Federal Reserve fixes
upon member banks was the most
encouraging ' regulatory : develop~

~ment, in banking during 1958,” Mr.

Helm said. However, he felt that

‘these” reserves, currently fixes at
18% of ‘"demand  deposits: for the

larger banks in New York and

(1) STANY 1959 Officers—Gambol J. Dunn, Dunn & Rollins,
Honorary Chairman; Wilbur Krisam, John C. Legg & Company,
Treasurer; Barney Nieman, Carl Marks & Co. Inc. First Vice-
President; Bernard J. Conlon, P. F. Fox & Co., Inc., President;
Bernard J. Tompkins, Tompkins & Lauren, Counsel; John S.
Barker, Lee Higginson Corporation, Second Vice-President; Salva-
tore J. Rappa, F. S. Moseley & Co., Treasurer.

Chicago, 161 % for banks in the f§

48 - classitied Reserve Cities and

11% for banks in other cities, “are

still high.” -~

Chairman Helm - declared that
“the need:for state legislation to

.enable New York: banks to meet
- the “demands. of an expanding

trade area continues. As long as
branch offices are confined to
New York City’s own corporate
limits (Brooklyn, Bronx, Man-
hattan, .Queens and Richmond),
our .many customers who live or
work- outside these limits are
handicapped. in gaining the full
benefit of banking at our
branches.. Remedial action by the
Legislature undoubtedly has been
delayed by differences of opinion

“among various groups of banks.

However, -every effort is being
made to reconcile these differ-
ences, and. it is hoped that state
banking laws may be amended
soon to permit branch operations
through out Metropolitan New
York. i g

“For several years we have al-
luded to the unnecessarily high
assessment imposed by the Fed-
eral Deposit Insurance Corpora-
tion and its adverse effect upon
earnings. Comment upon this is
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McGovern, Blyth & Co., Inc.; David Brill, David Morris ‘& Co.;
M. K. S. Altman, H. Hentz & Co.

| Pictures taken at first 1959 meetings of STANY officers and
Advertising Committee by David R. Mitchell, Hill, Thompson &

Co., Inc.

BOSTON SECURITIES TRADERS ASSOCIATION
The Boston Securities Traders Association will hold their
thirty-fifth annual dinner on Friday, February 6th, at 7:30 p.m. -

at the Sheraton Piaza Hotel.
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Industrial stocks were still

irregular in spots- this week ness in the stock price kept four times over.

pace, however, and it is avail- - - * e s g il LY,
_ Opportunities in Foreign ' -

but enough spotty strength
was around at any given
moment to keep their average
toying with its all-time peak
although definitely bumping
into much resistance as' it
neared the 600 mark.
* o 2

American Telephone, which
has shed the pattern of nar-
row moves for which it was
noted for so many years, was
one of the more persistent
losers but so far had retreated
less than a third of the ground
covered - after its stock split
had become official. That adds
up to a loss of some 10 points
after it had tacked on 38 since
the news was announced.

To the cynics the fact that
it took Telephone 33 years to
alter a fixed dividend policy
means that it will be a long
time before anything more is
done for shareholders, and
their views were circulated
widely. To others the fact that
so much of the company’s ex-
pansion has been financed out
of earnings, and so little out
of debt, indicated that earn-
ings will continue to be de-
pressed unless there is an-
other shift in policy. And this
view was made known gen-
erally. But the refusal of the
issue to give much ground is
another illustration of the re-
luctance of investors gener-
ally- to lighten their holdings
even at a profit.

More Split Hopefuls

There were plenty of other
candidates around to take
over Telephone’s vacated
mantle as the leading split
hopeful. Eastman Kodak is in

the forefront at the moment-

and probably will stay there
for a month since that is when
the next dividend meeting
will come along. Superior Oil
of California was also promi-
nent on such lists although it
was mostly of spectator inter-
est since not too many laymen
care to or can dabble impor-
tantly with an issue tilting for
its. old high of $2,000 per
share.

o »
% b

With the industrial average,
and some of its components
conceded to be at a high level,
the searching was in other
paths where plenty of obvi-
ously neglected candidates
still abound.

%= %

One that was a recession
and a dividend casualty is
International Shoe, the giant
of the field. But since retailers
iurned cautious and lived off
their inventories last year, it
was a poor one for the entire
industry and International
had to shave its dividend 25/

MARKET . ... AND YOU

By WALLACE STREETE

areas where pa p 11.1 ation
growth is the rule rather than

- bucking; established competi-

tion in relatively stable areas.
Some projections for. this. fis-

| cal year are for sales to-cross

to a basis of $1.80. The easi-

able currently at a relatively
high 5% yield.
Lo #* %

Last year the discouraging
dividend action made the is-
sue break through its 10-year
range on the downside, reach-
ing a price of below $33. It
has ‘shown no recovery
worthy of the name since, al-
though its current payment is
covered amply. A good jump
in 1958 sales could indicate
the company has turned the
corner. Its price-earnings
ratio of some 12-times the
average earnings of the last
several years is conservative.

Investment Companies at a
Discount

There was also some atten-
tion being given to the invest-
ment companies that are
available in listed trading, the
so-called closed-end funds
which both provide the diver-
sification available through
the mutual funds and also
offer a reverse situation in
that many of -the listed funds
sell at discounts against the
premium necessary to pur-
chase the mutuals. The nota-
ble exception is Lehman Corp.
which has been holding more
times than not above its asset
value in part because of large
unrealized profits in the port-

folio and because it is one of

the better known.
Tk & £

Most of the closed-end

funds have relatively simple -

capitalization, some of them
newcomers to this category.
One where leverage is a fac-
tor is Tri-Continental Corp.,
centered in the warrants. On
the basis of the dividend pay-
ments from investment in-
come alone last year the re-
cent. price has offered an
average return of 3.6 %. With
the payments from security
profits the yield moves above

% which.is relatively hand-
some in view of the 312% re-
turn on the industrial average.

Low yields aren’t always a
sign of trouble and ACF-
Wrigley Stores, which has
shown little market exhuber-
ance, has been busily engaged
in expanding. That kept its
cash payment moderate but
the company lards it with
small stock payments which
ran 4% in the last couple of
years. Operations of this ma-
jor grocery chain can be re-
viewed in all justice only for
a couple of years since' it has
only recently emerged out of
a flock of independent com-
panies. Last year alone it ac-
quired a chain of nine stores
and opened 28 supermarkets
of its own, concentrating in

the $400 million line and for
earnings to cover the dividend

Issues

The foreign companies com-
parable with our. giants have
shown little ability to win a
solid-core family of American
stockholders, except Royal
Dutch Petroleum, which
judged by its turnover, would
seem to have a good trading
following-in our markets. A
domestic outfit that stands to,
benefit from the proven man-
agement of the Philips Elec-
tric Company of Holland is
Consolidated Electronics In-
dustries, the former Reynolds
Spring. Philips’ stake in it is
35% ownership. ,
ok

Here, again, there hasn’t
been much time to prove the
capabilities of the .company
since it was only four years
ago that the transition to an
electronic company backed by
Philips (“the GE of the Neth-
erlands”) was made, and ac-
quisitions and expansion are
still in progress. Like other
electronic outfits, Consoli-
dated also suffered a bit
through the recession but
should have little trouble re-
bounding now that the econo-

my is expanding. This one is a |

non-dividend payer but mar-
ketwise all the events of the
last few years have failed to
make any impression since its
recent high only approxi-

mated the peak 'reaéhed in

1955, '
Another candidate for a

good rebound as business im-

‘proves is Diamond Gardner

which, to some, lost one of its
better assets when it merged
with. Gardner Board and lost
the famous name of Diamond
Match. That merger came
when the economy was al-
ready sliding; nevertheless
last year’s profit seems to
have covered the dividend re-
quirement handily and it has
been offering an average
3%2% = return. Its dividend
chain, incidentally, stretches
well back into the 19th cen-
tury. Bolstering prospects for
a sharp rebound was the
opening late last' year of a
vast-forest products mill that
should prove a valuable aid to
the company’s earnings poten-
tial. At recent levels the stock
has held at almost a dozen
points under its 1956 high so
that on that basis, at least, it
is not among the issues that
already have discounted much
of the future.

[The wviews expressed in -this
article do mot necessarily at any
time coincide with those of the

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

Bache & Go. to Admit
New Pariners

As of Jan. 31st Bache & Co., 36
Wall Street, New York City,
members of the New York Stock
Exchange, will admit George W.
Meyer and Tony G. Ziluca, mem-
ber.of the New York Stock Ex-
change, to 'general partners and
Harold C. Price, Jr., and Joe D.
Price to limited partnership. Ed-
ward B, Conway, limited partner,
will become a general partner.

(413) 17

‘Renyx, Field Names

Renyx, Field & Co., Inc., 250
Park Avenue, .New York City,
has elected Samuel L. Ross. pres-
ident. George M. Field, founder of
the company
and for years
its president,. -
was elected. to' - -
the newly -
created posi- -
tion of Chair-
man of the
Board. '

Mr. Ross
has been a re-
gional man -
ager of
Renyx, .Field
& Co. since
1945 and
chairman of
the executive
committee since 1955.

Francis M. Shaffer has been ap-
pointed general sales manager for
Renyx, Field & Co.; he had been a
regional manager since 1953.

Ross A. Bair and Richard El-
kind have been named assistant
sales managers.

Dean Witter & Co. to
Admit Pariners

Dean Witter & Co., members of
the New York Stock Exchange, on
Feb. 1, will admit William G, Bud~
inger and H. Gerald Nordberg to
general partnership. Both will
make their headquarters at the
firm’s Chicago office, 50 West
Adams Street. .

Ann Witter Gillette, Catherine
M. McMahan, Sydina:A. Michels,
Ellen. Moody and Meredith B.
Nordberg will be admitted to lim-
ited partnership.

Stern & Byck to Admit

Stern & Byck, 5@- Broadway,
New York City, members of the
New York Stock Exchange on
Jan. 29th will admit Donald M.
Byck, Robert L. Stern and Mar-
jorie Byck Levy to limited part-
nership. Sidney E. Harris will
hold limited- partnership as trus-
tee of two trusts dated Dec. 31st,
1958.

Saml:el L. Ross

LEIIMAN BROTHERS

Bacue & Co.

January 21, 1959.

LEE HIGGINSON CORPORATION

This announcement under no circumstances is to be construed as an offer of these _agcun'tl'eu for sale, or as an
offer to buy, or as a solicitation of an offer to buy, any of these securities. The offer
of these securities is made only by means of the Prospectus.

401,900 SHARES

BORMAN 00D STORES, INC.

COMMON STOCK

(Par Value $1 ’er Share)

PRICE $16.75 PER SHARI

Copies of the Prospectus may be obta.ined in any State {rom

only such of the underwriters, includ; the g

as
may legally offer these securities under the laws of such State.

SHIELDS & COMPANY
GLORE, FORGAN & Co.

HORNBLOWER & WEEKS KIDDER, PEABODY & CO. PAINE, WEBBER, JACKSON & CURTIS

Incorporated

STONE & WEBSTER SECURITIES CORPORATION WHITE,WELD & CO. DEAN WITTER & CO.

F. EBERSTADT & Co.
REYNOLDS & Co., INC.

SHEARSON, HAMMILL & Co.

GOLDMAN, SAcHS & Co.

HAYDEN, STONE & Co.

gitized for FRASER
p:/[fraser.stlouisfed.org/
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Bank and Insurance Stocks

By ARTHUR B. WALLACE =
This Week—Bank Stocks

At the beginning of 1958 most bank stock analys_ts were not at
all sanguine about the continued climb of bank earnings. We were
then in the recession period, and-with such an economic state of
affairs the prospect was for lower interest rates and decreased
volume of commercial loans. The combination of factors, of course,
normally makes for lower operating earnir}gs. :

But 1958 has passed, and, while operating earnings were lower
than in 1957 except in three or four.cases among the le’ang Ngw
York City banks, the changes were of a quite negligible size,
excepting only Chemical Corn Exchange. The average shrinkage
in operating earnings in this group were only '1.'3%. g

The puzzlement is that, given the condltlon‘s that obtained
during early 1958, the banks did as well as they did do. But other
factors entered into the result. Working-(or earning assets were
higher in the case of every one of the 13 banks, running from a
minimum of 2.2% gain over 1957, to a maximum of 14.1%, “Z],th an
average betterment of 9.3%. Such an improvc;ment over 19? 7 was
a highly satisfactory one, for generally speaking, the banks aveg-
age rate of return on loans held up well and ran from about 4.00%
to 4.67%: and some gains were made in the average rate of x:eturn
on government holdings which ranged aroqnd 2.25% to 2.715%. An
exception was Irving which reported the high rate of 3.58% on its
governments; this bank for several years has been running a con-
siderably higher rate of return on its governments.

Finally, with no exception, the large New York banks have
reported higher deposit volume for'the 1958 year‘—end over-a year
earlier, thus giving the banks more funds with Wthh. to work. And
it is reflected in the pact that the average increase in government
bond holdings in 1958 was the important figure of 21.8%. The
deposit gain at the year-end was approximately 9.2% on average.

So, it is not as though the banks had no out \vl}e;n a recession
develops, for, as indicated this time, they can shift Iund_s from
maturing loans and discounts into governments; and, while the
return on the latter is ordinarily lower than that on loans, they can
justify placing a larger proportion of their f'unds' in governments.

A factor, too, that must not be lost to sight is that, come the
recession, the great bulk of loans continues on the panks’ b'ooks to
maturity or renewal, and at the better rates rulmg‘durmg the
boom. Indeed, the 1958 volume of loan accommodation held up
remarkably well. Of the thirteen banks only four repor.ted lower
loan totals than|as of the 1957 year-end; nine showed gains.

; The movement of loans to business in this area has been some-
what spotty, without a definite trend. But with the general busi-
ness tempo tending to pick up, we can probably expect loan vol-
ume not to depart much from the present totals.

bre seems to be some opinion around that in 1959 interest
rates will tend toward slightly higher levels. This thought was
voiced at the First National City Bank’s annual meeting of stock-
holders on Jan. 13. At that time the Chairman was.“hopeful that
the bank’s earnings for 1959 would be somewhat better.” ‘
| It-seems to be somewhat of a:question whether bank stock
prices give full credit at this juncture to the handsome securities
profits reported by some of them.- Not all of the annual reports
have been released as this is written, but a few figures will illus-
trate. Hanover Bank reported $9,211,000;' J. P. Morgan & Co.,
$2,351,000; Guaranty, $3,774,000; First National City (consolidated),
$3,174,000; Chase Manhattan over $22,000,000; Chemical Corn Ex-
change over $7,900,000; Bankers, $5,323,000.

Now let us look at the 1958 earnings results of these banks:
Divi-
dend
$3.00
10.00

2.40
2.40
3.00
3.00
4,00
2.00
1.60
2.20
10.00
#3.75
3.20

» —Operating Earpings— —Securities Profits—
1956 1957 1958 1956 1957 1958

$5.64 $5.47--$0.80 $1.11 $1.32
19.15 17.22 x 5 :
424 425 —0.58 1.68
3.86 4.25 —0.29 1.24
1735 16.85 —1.73 731
502 5.02 —0.51 0.27
521 5.04 —0.09 0.63
375 352 010 —0.80 230
278 2.64 —0.49 —0.07 0.03
406 4.07 3 % ¥
23.26 23.97 —1.65 —1.46 6.71
594 6.26 —0.28
574 5.51"—0.25 —0.36

Bankers Trust
Bank of New York!
Chase Manhattan?_
Chem. Corn Exch.2
Empire Trust4.____
First Natl. City5.6__
Guaranty

Hanover?

Irving8 !
Manufacturers _.__
J. P. Morgan & Co.
New York Trust.._
U. S. Trust .

1—Adjusted for H0Y% stock dividend Sept., 1958. On 160,000 shares 195G and 1957
270,000 in 1958, Per share figures not comparable,

2—0n 13,000,000 shares 19565 on 13,090,000 in 1957 and 1958,

17.40
3.78
3.87

15.55
5.20
4,70
3.40
2.51
3.59

21.20
5.49

—0.69
—1.12

0.84
—0.11
—0.68

0.04

4—Adjusted for Jan., 1958, 4% stock dividend, but not for 4%  stoek dividend in
late January, 1959,

5—On 10,000,000 shares 1956; on 12,000,000 in 1957 and 1958,

G6—Includes City Bank Farmers Trust Co.

%—Adjusted for January, 1958, stock dividend of 1-1/9%.

s—Adjusted for January, 1958, 29 stock dividend, but not for 2% stock dividend °
planned for February, 1959.

e—Includes extra. #—Noti reported..

Annual Comparison

13 N. V. CITY
BANK STOCGKS

Bulletin Available

Laird, Bissell & Meeds

Members New York Stock Exchange
BMembers American Stock Exchange
120 BROADWAY, NEW YORK 5, N, ¥,

' Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49

(L. A. Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks

NATIONAL AND GRINDLAYS
BANK LIMITED
Amalgamating National Bank of India Ltd.
and Grindlays Bank Lid.

Head Office:

26 BISHOPSGATE, LONDON, E.C.2
London Branches:

13 ST. JAMES'S SQUARE, S.W.1
54 PARLIAMENT STREET, S.W.1
Bankers to the Government in ;: ADEN, KENYA,
UGANDA, ZANZIBAR & SOMALILAND PROTECTORATR
Branches in:

INDIA, PAKISTAN, CEYLON, BURMA, KENYA,
TANGANYIKA, ZANZIBAR, UGANDA,

ADEN, SOMALILAND PROTECTORATE,
NORTHERN AND SOUTHERN RHODESIA,

gitiz
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Rising Bank Loans and Price Inflation Forecast. NASD District 12

J. P. Morgan stockholders are t‘old,to expect better loan volume

and resulting upward ‘pressure on lending rates if present

recovery pace continues. They-are also apprised as to why

the dollar must be kept sound and as to the principal threats

to monetary stability. The Bank’s -officers recommend further

lengthening of Federal debt and curtailment of non-security
governmental. spending. .

\ 0

The 1959 annual report. to the.
stockholders of J. P. Morgan &
.Co., Inc., contains an encouraging,

programs éhd in foreign economic
aid—will keep the national budget
under- strain,, The best hope  of

" achieving balance seems to lie in-

curtailing, non-security spending.

“The weight of short-term Fed-
eral debt, with its recurrent need
of- refunding tends to frustrate

. attempts at credit restraint. The

. Treasury made

Henry C. Alexander H. P. Davison

outlook” view of banking and an
admonition against allowing our
dollar to depreciate.

According  to ‘the Chairman,
Henry C. Alexander and the Pres-
ident, H. P. Davison, “the back-
ground - for business in 1958 was
one of pronounced movement in
the economy. The year started
with recession deepening, and this
trend continued into the spring.
Then the downturn was arrested
and recovery began. The resur-
gence was brisk for a while, then
became more gradual. As 1958
ended, the direction of the econ-
omy appeared -to be moderately

upward. The sense of caution en-"

gendered by the recession had not
been completely set aside, but the
general * tone .0of business’ senti-
ment was positive, .in contrast to
that which had prevailed at the
start of the year. 4

The impact of recession. was
felt less by banking than by many
other lines, Money rates softened
during the. early part of the year,
and business used less credit; but
these factors were ‘offset to a.con-
siderable extent by reductions in

‘reserve requirements, which freed
-more of banks funds for . invest-:

ment, and by an increase in de-
posits, principally time deposits.”

Banking results generally were
not greatly affected by the re-
cession. In the present recovery
phase, the course of bank earn-
ings will depend principally on
the speed and vigor with which
loan demand revives. Borrowing
has not- yet- rebounded from the
recession with much more than
normal seasonal force. Interest
rates, which have risen rather
sharply for long-term credit, have
reacted to recovery less markedly
in the commercial banking range.
This is a normal pattern of re-
sponse. Assuming that recovery
continues its present moderate
pace, there should be a gradual
but steady improvement in: loan
volume, with upward pressure on
lending rates.

“It is too early to proclaim a
return of the boom. But it is not

. too early to note that resurgence

of the economy will bring with it
the need again to guard against
inflationary forces. The ‘method
chosen for reversing the recession
was chiefly that of increased gov-
ernment spending, which leaves a
stubborn inflationary residue long
after " its work is done. Action
against the downturn was essen-
tial; but the choice--of -counter-

‘measures, regrettably, implanted

in the recovery seeds of potential
new inflation.

“Two principal threats to mone--
tary stability at present are deficit
.spending by the Federal govern-
ment and the huge overhang of
short-term Federal debt. Neither
|will yield to easy remedies. The
overriding needs of national se-
curityv—reflected both in military

‘however, require mention.

reventually
-dence in the dollar. As a principal

some progress
during the past year in lengthen-
ing the maturity of a small part
of the public debt. It is ironic to
find even such mild action criti-
cized  as' .disturbing ' the bond
market, when the need has been
for much more frequent issues of
long-term bonds in moderate
amounts:and at interest rates that
will attract investment funds. The
Treasury should: -be praised for
what it has done to extend matu-
rities, and encouraged to do more.

Keeping Dollar Sound

“The. cruelties and injustices
worked by a ‘depreciated dollar
need no detailing. Two special
consequences threatened by any
appreciable further inflation,
This
country’s status as an exporter of
goods has already been hurt by
inflated costs. It will be hurt
more if- the spiral is allowed to
resume. Our nation’s domestic

.prosperity, as well as its world

economic. role, needs a vigorous
foreign trade, with a large volume
of both imports and exports.

“A resumption- of inflation in
any considerable  degree could
lessen world confi-

banker to the trading nations of

~the free .world, the United States
.must maintain the .soundngss of
“its currency. The outflow of gold |
_from the -Treasury’s stock during
the- past. year .is. not in itself "a|
“sign of legsened , esteem for -the

dollar.. Our extension of foreign
loans, our. foreign aid, and our
military . .expenditures abroad

helped to .make our balance oi

payments- adverse, and we lost
gold in the ordinary course of
business. But the dollar remains
the world’s measure of value. In
spite of welcome steps toward
limited convertibility, many for-
eign countries still restrict capital
exports and.remittances by their
residents, and discriminate against
imports of American goods. The
dollar, on-the other hand, is truly
convertible; by residents or non-
residents, for capital or current
account. It must continue to be
so. The soundness of America’s
currency is essential to the wel-
fare of the free world.”

Bullér, Herrick Opehs
Mutual -Fund Depl.

Butler, Herrick & Marshall, 30

Broad Street, New York City,
members New York Stock Ex-
change and associate members
American Stock Exchange, an-
nounce the opening of a new de-
partment devoted to the sale of
mutual funds. Col. Robert B.

Anderson, U. S. A., (retired) who
recently jointed the 6l-year old
investment firm, is Manager of
the new department.

Prior to joining Butler, Herrick
& Marshall, Col. Anderson was
associated with Washington Plan-
ning Corp. of New York, as di-
Tector of military sales.

Butler, Herrick & Marshall also
maintains branch offices in River-
head and - Westhampton Beach,
Long Island.

Elects A. C. Purkiss

Albert C. Purkiss, senior Vice-
President, Walston & Co., Inc.,
New York, was elected Chairman
for 1959 of District Committee
No. 12 of the
National As-
sociation of
Securities
Dealers. He
succeeds W.

Scott'Cluett,
Vice-Presi-
dent, Harri-
man Ripley &

. Co., Inc., New

York. The
District com-
prisesthe
States of Con- |
necticut, New
York and a
part of ‘New
Jersey. ‘ .

-Elected as Vice-Chairmen were
Gustave - A.. Alexisson, . partner, .
Granbery, Marache & - Co., New
York, and Edward H. Lard, III, of
The First - Boston Corporation,
New York.

George E. Rieber is Secretary
of District Committee No. 12,

Two With Inv. Service

DENVER, Colo.—Van H. Hanell
and James R. Stone are now with -
Investment * Service Co.,r 916
Broadway. :

Albert C. Purkiss

REPORT OF CONDITION OF
Underwriters Trust
Company

of 50 Broadway, New York, New York, at
the close of business on December 31, 1958.
published in accordance with a call made
by the Evperintendent of Banks pursuant =
to the provisions 'of the Banking Law of
the State of New York.

ASSETS

Cash, balances with  other
banks and trust compa--
nies, including reserve hal-
ances, and cash items in
process ot collection

United States Government ob-
ligations, direct and guar-
anteéed S L

Obligations _of : States and
political subdivisions __

Other bonds, notes, and- de-
DENLUYON — ol s s

Loans and discounts (includ-
ing 81,674.40 overdrafts)._

Banking. premises owned,
none: furniture and fix-
BAULEE o it omessmeasoassniari

Real cstate owned other than
banking premises_ . __

Other assets - .-

$6,024,864.64

22,358,939.62
1,671,701.31 ©
48232674

13,346,934.86

115,645.26

» 168,450.89
-5 210,633.55

TOTAL-ASSETS...__._.___ $44,379,496.87 ,

LIABILITIES
Demand deposits of individu- .
als, partnerships, and cor- s
porations ieooiociooamio $23,004,607.19
Time deposits of individuals,
partnerships, and corpora-
310 S AU
Deposits . of . United States
Government _
Deposits of States and politi-
cal subdivisions__
Deposils of banks
companies ______-__ .. ___
Other deposits-(certified and
officer<’ checks, ete.)

4,750,047.80
260,937’;83 :
11,207,930.45 -
625,207.47
636,850.28

$40,494,671.02
S $233,753.66

TOTAL LIABILITIES .. __ $40,728,424.68

CAPITAL ACCOUNTS
$1,000,000.00
—-~1,000,000.00
- 1,651,072.19

TOTAL DEPOSITS ._.___.
Other liabilities _ _

Capital # _
Surplus fund -
Undivided profits .

TOTAL CAPITAL
ACCOUNTS _______ ___ 83,651,072.19
TOTAL LIABILITIES AND ‘

CAPITAL ACCOUNTS__ $44,379,496.87
+This bank’s capital consists of commen
stock with total par value of $1,000,000.00.

MEMORANDA
Assets pledged or assigned to
secure liabilities and for '
other purposes __________ $12,285646.11
Loans as shown above are
after deduction of reserves
of _____ P
Securities as shown above are
after deduction of reserves

159,893.68

157,001.58
. LANDFARE, Secretary
of the above-named institution, hereby cer-
tify that the above statement is true to the
best of my knowledge and belief. "
KENNETH W. LANDFARE
Correct—Attest: '
CHRISTIAN W. KORELL) .
SUMNER FORD !Directors
JOSEPH B. V. TAMNEY ' :
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Our Reporter on Gov'em_m’_ents

By JOHN T. CHIPPENDALE, JR.

The Treasury in its new money operations came out very well,
both issues, the 3%s of May 15, 1960 and the 4s. of Feb. 15, 1980,

being well oversubscribed. The return on both securities was.con- -~

sidered to have been on the ample side, which would make-them -
attractive to those that have investment funds to put to work,
However, at the present time there is not too much of an appetite
for fixed income bearing issues, whether they be Governments or
non-Federal obligations, because of the desire on.the part of indi-

~ From Washington

Ahead

of the News

By CARLISLE BARGERON

-It --is ‘not .of .record ' that Mr.
Roosevelt - ever tried to balance.
the. budget except for the first
three months he was in office, but-
had he tried- : :

him, secondarily the AF of L, But,
of course, he was giving money
away. - Eisenhower is- trying to
stop this. He won’t be able to
muster all of the Republican votes

(415) 19

the cold shoulder at the State De-
partment in the matter of credits.
He was also chafing under the
sharp questioning he had on Sun-

' ‘day night’s Meet the Press, by

Larry Spivak,
owner, vn

At the last moment Mikoyan’s
visit didn’t turn out so well. It
was apparent that he came to ar-
range for increased trade. On this
the answer was “no.”

Hnrgan Stanley to -

the program’s

viduals and institutions to purchaseequities as. a hedge. against

inflation.

. you:can bet

behind him. It is a two to one bet

». The 47% .allotment on the 3% % notes was about, in, line with .-
what the money market expected. As against this, th,é subseribers
to the 4% bonds .were given varying-allotments, with savings type :
investors getting:70%, commercial banks 35% and all others 15%.
Subscriptions for-$25,000 were made 100%. ~The treatment given'

“ .the buyers of the 4% bonds was considered to:have:been-a bit :
- on the full side, ! . iR

New Bond Favorably Priced

The new money raising operation of the Treasury .went. over -
very well, and this ‘'was what the financial distriet. was looking °
for since the return that was available in these new. issues was :
on the generous side. The long-term 4% bond due Feb. 15, 1980
is‘consiaered to be a desirable obligation for those whc. have
savings type of funds for investment. It is evident that the 4.07%
yield which was available in the néw bond, gives it a very favorable -
position in the whole range of -funded issu=s, whether ‘they. be
corporate or tax-exempt securities. - 3 ot TP
~ . The.spread. between the yield on the new Government bond
and recently floated corporate obligations indicates that the new -
Treasury security -was priced to meet the competitive: money *
market «conditions. .In addition, the maturity of the new Govern- -
ment pond is favorable, since the 21 years it has to go to the due
date is shorter than those of many corporate and:tax-free. issues °
which: have been coming into the market: for sale. On the other
_hand,-the.1980 maturity date is still long enough to meet the needs
of those institutional buyers that are not attracted to medium-term -
issues. o g f

The fact also that it is not callable before maturity is not an :
adverse feature.

New Note Sold by Commer»ci'al Banks

The:3.25% note, . which: was used in the new money raising
opcration of the Treasury, was'well received even-though it went
down from the-issue price of '993). This decline was due princi-
pally to selling by the commercial banks, who could afford to take
a'small loss of a few thirty-seconds, because the deposits: which -
will stay with them for about three weeks will offset this.

More Longer Treasury Issues Expected

In spite of the apparent attractiveness of the new 4% bond,
- it went below the' issue price of 99 because it seems as though .
the Treasury’s: new money‘and refurding operations will be tied
in'with the, policy of the Federal Reserve Board, and this probably
calls for the offering of more bonds at higher yields, even though
- 'they ‘may not-be. of the;long-term :variety such as’this recent
" flotation. : ’ ) : ‘ ) :
© 7" It ‘seems-as ‘though an effort will be made by the monetary -
authorities in its bperations in the money markets, and the Treas- -
ury- in*its debt-management;:to retard if not-stop the forces of
" inflation,” which "is the real menace to the American economy.
This most likely: means the use of issues by the.Treasury that--will
-tap the resources.of the ultimate investor and in this way the .
‘money supply will not be added fo. '
Inits'recent new morney raising operations; the Treasury has .
. been-able. to do this through the use of short-term: issues, which :
have been-sold-in _the main to corporations and this has meant -
~ocly-a shift in deposits and not the creation of new ones. However,
with the improvement in business, many of these concerns will .
‘have ‘to nse the funds which have been “invested in near-tefm .
‘- Governments ‘for their. own business needs and this will eliminate
" a large buyer of short-term "Treasury issues which have been rold
to finanee the deficit, . i PR ; o

: ‘Multiple Offering Seen in February - .
_=..."In the coming February refunding ‘operation; it-is'evident'that
~the ‘Treasury will offer a short-term:issue, probably a:certificate
7in order to take care:of the needs of thc Central Banks, who own

about’ $6,000,000,000- of the February maturitiés. "The' balance -of

‘ “approximately $9,000,000,000; which are held outside of the Federal ..

Reserve System, will most likely have.an option to take not only

short-terms’ but also medium-term obligations. It is believed that °
‘'the Treasury will:attempt to sell issues that will help "to extend

the maturity of the Government debt and at the same time put’in

operatien a'debt management policy which is in keeping with the g

. squeeze the

uiyour  boots .

that he would X
ha Ve drama-

tized “it” in a" .

way. to make

<it.catch on

with the pub- .

. lic,- He “womnld’

have conjured

¥ up-greedy in-
*iterests” “who - -
- were ready to

bring . on" in-

flation to |
Carlisle Bargeron

common man “ B

.that he will not be able to raise_
-the first class postal ‘rate~or-fo -
bring about an increase.in gasé-
line taxes. :
. Roosevelt could have'called in
the farm leaders, knocked  their
heads together. Eisenhower, in-
stead, will have them on his neck
for cutting farm appropriations.
! " So.when you speak -of Roose-
velt as a great leader and Eisen-
hower as no leader at all you have
got to figure the different atmos-
pheres in which they operated. '
Already there are editors who

Admit Hall & Parker

Morgan Stanley & Co., 2 Wall
Street, New York City, members
of the New York Stock Exchange,
on Feb. 1st will admit A. Douglass
Hall and H. Lawrence Parker to
partnership. - ‘

Form Federal Secs.
(Special 10 THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif —Federal
Securities Corporation has been
formed with offices at 7805 Sunset
Boulevard to succeed to the .Se-

1o death. He would have had those are openly sneering at the Eisen-
: millionsiof followers of his threat-. hower budget;. editors and Con-
-ening. the lives of these greedy &ressional
--interests; there would have been. doesn’t seem to realize, they say,
sstrikes against them; they would

critics.  Eisenhower
that this country has unlimited

have been pilloried. X possibilities of growth if he will
‘Mr. Eisenhower has none of this just remove the restraining hand.
flair,” which is not necessarily in 11€Y speak of our population in-
his disfavor. But as he goes into C€reases to come and the need of a
his budget balancing now — and governmentv to grow with them.
that. is‘a euphonious term, be- - It would be a catastrophe in
cause: it ;can’t ‘be .balanced, only more ways than one if we were
brought closer to a balance—it be- to have another war at this time.
hooves -him to adopt some of the Most people think of ‘it in terms

- existence;
. things.

Roosevelt taetics.
He should bring old ladies on

~ the radio to tell how they were

having a hard time eking out an
Roosevelt did these
He .once denounced .a
safety razor millipnaire as being

. so unwilling to pay taxes to his

country that he had taken up

. .residence in Canada.. There were
. -only -two or three of these big

. “safety razor manufacturers in the
. country.'so it was not hard to tell
,whom he meant,

of - flying missiles and falling
bombs. But the debt of $283,000,-
000,000 would be doubled. When
we went into World War II we
had a national.debt of only $22,-
000,000,000. - Look where it has
gone to since in the brief period
of 17 or so years. The annual in-,
terest on the Federal debt is $8,-
000,000,000, . the second largest
item in the. budget. If another
war did .not wreck us with mis-
siles and bombs the ensuing debt
would certainly destroy us..

* Yet the Russian deputy minister

. Eisenhower should send out all. said just before leaving that 4if

-of 'his henchmen to the various we were to attempt to gain access
.racial groups and demand . that if to Berlin by fofce it would be

they- intended to enjoy his favor met by force. That means, if he
they had bétter get on the band sticks to his guns, that theré cer-
wagon. Roosevelt did this. He had tainly will be a conflict in about
the country thoroughly organized. five months. =~ - .

He- could ‘call in the labor leaders Mikoyan said this under stress,

and get’ the entire CIO behind however. He had just been given

curities business - of James L.
Fallon. Officers of the new cor-
poration are- James L. Fallon,
President; Thomas E. Dougherty
and James E. Ryan, Vice-Presi-
dents; - and. Herbert H, Meyer,
Secretary-Treasurer, -

V. K. Osborne Sons Opens

(Special to THE TINANCIAL CHRONICLE)

BEVERLY HILLS, Calif—V. K.
Osborne & Sons, Inc. has been
formed with offices at 231 South
Beverly Drive to engage in a se-
curities business. Officers .are
Vivian XK. Osborne, President;
Robert M. Kolodkin, and Harvey
Deutschman. Mr. ‘Osborne was
formerly with Cantor, Fitzgerald
& Co., Inc.

Now Howard Saks Co.

The investment . business of
Howard J. Saks, 100 -William ‘St.,
New York City, is now being
conducted under the firm name of
Howard J. Saks Company. s

With Schweickart Co.

Solly R. Zimmerman has be-
come associated with Schweickart
& Co., 29 Broadway, New York
City, members of the New York
Stock Exchange.

= |
R

This advertisement appears only as a matter of record.. . .

- 'NEW ISSUE

153,840 Shares.

‘January 22, 1959 2

- Home-Owners Life Insurance Company

‘Common Stock:
$1.00 Par Value

Holders ‘of the Company’s outstanding' Common Stock are being offered

efforts of the money authorities to slow down the forces of infla-

"tion:

Godfrey Putnam Parkerson
Godfrey Putnam Parkerson, 73,
of South Orange, N. J., Executive

. Vice-President and a director of

_Calvin Bullock,.Ltd., passed. away
- Jan. 16 at the home of his daughter,
Mrs. Carrol Kennedy, .

Mr. Parkerson joined the Bul-

" Jock organization in Denver in
1916 and became one of the lead-

ing figures in the American in-

"~ vestment company movement
- which developed during his life-

- time. He was an officer of six
" investment companies — Bullock

Fund, Ltd.; Canddiah Fund, Inc.;
Canadian Investment Funds, Ltd.;
Carriers & General Corporation;
Dividend Shares; Inc¢., and Nation-
Wide Securities Company—at-the
time of his death. .

Reynolds Appoints .
CARMEL, Calif.— Stanley E.
Ewig has bheen appointed Acting
Manager of the local office of

Reynolds & Co., Jorgenson Build=- -

ing. W. C. Aldous, formerly
Branch Manager, will continue

with the firm as a registered rep-

resentative, .

the right to ‘subscribe at $6.00 ‘per share. for the ahove additional shares of '

Common Stock at the rate of ‘one new share for’ each'two shares held of

record at the close of business on January 21, 1959. Subscription Warrants *

will expire at 4:00 P.M., Eastern: Staridard Time, on February 5, 1959.

The Uﬁdetwriters have aéreed, subjé& to cer‘tain conditions, to purchase .

any unsubscribed Stock and, prior to and after the expiration of the sub-
scription offer, may offer shares of Common Stock at prices and on terms
set forth in the Prospectus.

Rllatz&Co.  JohnC.Legg & Compary

et
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$15 Million Issue of
Kingdom of Denmark
Bonds to Be Marketed

Will be underwritten by Kuhn,

Loeb; -Smith, Barney; Harriman

Ripley-Lazard Freres Investment
‘Banking group.

The Kingdom of Denmark on
Jan. 16 filed with the Securities
‘and Exchange Commission a reg-
istration statement relating to a
proposed public offering of $15,~
000,000 fifteen-year external loan
bonds about Feb. 5 by an under-
writing group to be headed by
Kuhn, Loeb & Co., Smith, Barney
& Co., Harriman Ripley & Co., In=
corporated and Lazard Freres &
Co. The bonds will be direct, un-
conditional and general obligations
of the Kingdom. Principal and in=-
terest will be payable in New York
City in United States currency.

The bonds will be the only out-
standing publicly-held dollar bond
issue of the Kingdom of Denmark
and its first public dollar bond
issue since 1928.

Concurrently with the public of-

fering of bonds the International
* Bank for Reconstruction and De-
velopment (World Bank) is ex-
pected to agree to lend the equiva-
lent of $20,000,000 to the Kingdom
of Denmark.

The bonds to be offered to the
public will be noncallable for ten
years except through operation of
the sinking fund. The sinking fund
will commence in 1963 and will be
designed to retire 100% of the
issue by maturity.

Net proceeds of the sale of the
public bond issue will be added in
the first instance to Denmark’s
foreign .exchange reserves. It is
intended that the proceeds will be
applied to the acquisition of capi-
tal equipment required for the de-
velopment of the Danish economy.
Proceeds of the World Bank loan
will be used to finance part of the
cost of electric power projects be-
ing ‘carried out in' Denmark by
two.municipalities and four public
utility enterprises.

Form Lisco Corp.

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Lisco Corpora~
tion has been formed with offices
at 104 South Michigan Avenue to
engage in a securities business.
Officers are Virgil E. Griffin,
President; Robert P. Branch, Vice-
President and Treasurer; Maurice

F. Brennan, Secretary.’ ’

Form Evergreen Secs.

PORTLAND, Oreg.—Evergreen
Securities, Inc. has been formed
with offices at 4314 Northeast
96th Avenue to engage in a secu-
ties business. Officers are Milton
Rosenthal, President; Milton
Weinberg, Vice-President; and
Phillip Schwary, Secretary-Treas=-
urer.

AREA RESOURCES BOOK

explains why |
"the area we
serve offers

50 much
opportunity

to industry,

Write for. FREE COPY
Box 899, Dept. K
Salt Lake City 10, Utah
—
. Serving in
Utah-Idaho
Colorado-Wyoming

Public Utility Securities
By OWEN ELY ==
Alabama Gas Corporation

Alabama Gas Corp. serves gas to 49 municipalities in Alabama,
the total population in the area being about 1,000,000. Principal
cities served are Birmingham, Montgomery, Gadsden, Tuscaloosa,
Selma and Arniston. Important industries in the territory include
steel and iron, chemicals, cement, ceramics, cotton and textiles,
livestock raising, ete.

Revenues are 65% residential (including house-heating), 13%
commercial, 20% industrial, and 2% miscellaneous. About a year
ago the company, with the help of outside specialists, made a com-
plete study of its merchandising and sales promotion department,

which was reorganized as a result,- The Sales Supervisory force

was expanded and a new section was established for the promotion
and sale of year-round gas-fired air-conditioning units.” (Arkla-
Servel, manufactured by Arkansas-Louisiana Gas.) Within a short
time the department sold 81 air-conditioning systems at an average
price of about $2,000, even replacing electric heat pumps in some
cases. With additional types of gas appliances becoming available,
the company thinks that consumer acceptance will be accelerated.
Gas-fired air-conditioning is one of the most desirable loads in
that, without additional investment by the company in distribution
facilities, such installations will actually use more gas for cooling
in off-peak summer months than they will use for heat during the
heating season.

Industrial load is also expected to benefit by the increase in
manufacturing activity. Industrial revenues have doubled in the
past decade, while residential and commercial (with the bencfit
of space-heating) nearly iripled. :

To meet this continued growth the company will need addi-
tional gas. Thus far it has not been able to develop any worth-

- while storaga space, but new propane gas facilities are being in-

stalled te help with peak shaving. Last June the company and its
supplier, Southern Natural Gas, reached an agreement to increase
gas suoply to 326 billion cf daily by November, 1959, compared
with tue previous figure of about 302 billion cf; and it wag also
hoped that a further increase to 371 billion ¢f could be obtained
by 1960.

In the Tfiscal year ended Sept. 30, 1958, average selling prices
were as follows per therm: residential 9.1¢, commercial 5.6¢ and
industrial 2.7¢, with an average of 5.7¢. Average cost was 2.7¢ per
therm, or ahout 28¢ per mcf.

Capitalization as of Sept. 30, 1958 was 56% long-term debt,
4% preferred stock, and 40% common stock. Construction ex-
penditures in the last fiscal year were $5.2 million and are esti-
mated at $5.0 million for the current year. The company has an
$8 million revolving bank credit available up to Oct. 15, 1960, of
which about one-quarter had been used up to October. It is cur-
rently selling privately $2 million worth of 6% preferred stock,
proceeds to be used to reimburse the redemption cost of $1,448,000
$3.50 preferred stock.

Southern Natural Gas revised its rates last April so that the

cost of gas to Alabama Gas was increased by about $2.8 million.

per annum, or 21%, In anticipation of this increased cost the
Alabama Public Service Commission authorized the company to
place a temporary surcharge on its existing rates, sufficient to
offset the increase. However, the Commission also ordered the
company to file new rate schedules and the company in June
asked for an over-all increase of about $4.2 million, In September
the Commission rejected the proposed rates and reduced the
amount of increased revenue by about $1.8 million—the resulting
increase being about $665,000 less than the company would have
received under the rate surcharge originally allowed in April.
The company promptly filed an appeal from the Commission’s
order with the Circuit Court. On Oct. 13 the Court granted a writ
of supersedeas authorizing the company to place in effect the rates
filed by it on June 12, The difference is being collected under
ond, subject to possible refund.

The company’s appeal to the Circuit Court is based:on'a re-
quested return of 6.5% on a rate base of about $56 million, com-
pared with a return of less than 6% (after allowing for -certain
accounting adjustments) allowed by the Commission on a rate
base of $47.5 million. Both rate bases gave weight to fair value,
since net original cost approximated $40 million. Court hearings
are scheduled to begin Feb. 9.

The earnings record in the past decade has been as follows:
Weather

% of
*Normal

——————Common Stock Record-emm———
Earn- Divi- . Price
ings dends Range

$2.56 $1.60 34 =247,
2.18 1.60 35 —23%
2.40 1.39 3812-331%
2.02 1.28 3812-27
1.79 0.92 291517
1.33 0.80 1815-131,
1.32 0.80 - 10%%-10%
0.97 0.80 s
1.42 0.90
12.00 1.24 0.60
10.90 0.72 0.60
*Based on degree-days indicates average amount of colder~than-normal
temperature.

Probably about 25¢ of the $2.56 earned in the fiscal year ended
September was due to record cold weather. Earnings for the first
quarter of the new fiscal year (3 months ended Dec. 31) are re-
ported at only 30 cents vs. 70 cents in the like period of 1957,

Years
Ended
Sept. 80

Operating
Revenue
(Mills.)

$32.49
27.18
27.81
24.16
21.86
19.90
18.46
16.79
14.15

apparently due to warm weather in the early part of the heating:

season. (Since that date, however, colder weather has probably
prevailed, though perhaps not in excess of the earlier year’s.)

The stock has been selling on the Stock Exchange recently

“around 3475 (range in 1958-9, 3415-2415). It will be noted that

(differing from most other gas stocks) Alabama Gas is still selling

slightly below the 1957 high and well below the highs of 1955-6.

Possibly in earlier years the proxy fight may have affected the

By JOHN DUTTON

Advertising Suggestions

There is a time to advertise cer-
tain types of securities to obtain
the maximum response and the
most qualified leads for your sales
organization. This week’s column
is based upon a test of newspaper
ads that were prepared by the
writer and the facts speak for
themselves. One ad offered a list
of tax exempt bonds and, although
it was the same size ad, and it
appeared in the same paper, used
the identical type-style and I be-
lieve was concisely written, it only
produced three replies, whereas
a similar size ad, also with coupon
attached, that offered five growth
stocks for 1959 brought in over
100 replies. This is the time to
offer growth stocks to your in-
vesting public. People are not in-
terested in fixed income invest-
ments to the same extent as they
are in capital appreciation at this
time.

If You Live In a Growing Area

There are some exceptional
growth areas in this country to-
day, such as California, Florida,
Arizona, Long Island, N. Y., the
Delaware River area of Pennsyl-
vania, and many parts of the mid-
dle west, south, and the great
Northwest. In fact the whole
United States is growing and the
population figures tell the story.
Where there is growth there are
electric utility companies, banks,
food chains, insurance companies,
natural gas companies, and such
basic enterprises must grow with
the area they serve. People are
aware of this today and they are
buying a piece of the future when
they invest in these companies
and they are hungry to learn more
about them.

Select certain of your most im-
portant local industries and make
up a campaign around them, Ad-
vertise your growing electric util-
ity, your natural gas company,
your food chain, your leading
bank, and offer factual reports
descriptive of these companies
which tell more than the bare
figures of past accomplishment
which, alone, are not unimpres-
sive. Get behind the {figures ‘if
you can, and obtain management’s
projections and plans for the fu-
ture and sell yourself first on
whether or not current market
prices are realistic when com-
pared with anticipations of earn-
ings that may develop in 1962 and
1965.

Prepare a well planned adver-
tisement that has some sell in it.
Tell your public how long you
have been serving investors in
your area, tell them you believe
you know something about thé
stocks of the leading, basic indus-
tries in your own backyard, and
pick out three to five of them and
offer up-to-the-minute factual re-
ports without obligation. If such
an ad WITH COUPON FOR RE-
PLY is well written and it is car-
ried on the financial page of your
home town paper, preferably on
a Sunday, and possibly followed
on Tuesday or Thursday, you
should see some results- that may
surprise you.

Quality of Leads

As usually follows such adver-
tising, you will receive a certain
number of replies from curiosity

seekers, students interested in fi- |

nance, and. people who are not
qualified prospects. But the re-
sults from the advertising referred
to, which has just been concluded
by us, have already produced some

substantial accounts. Some people
even took the trouble to come into
the writer's office with the adver-
tisement in their hand; many
others telephoned for the reports.
There is no better time %o offer
SPECIFIC STOCKS that have a
reasonable opportunity for growth
over the longer term “(especially
when they are well known  local
companies) than .during such a
period of widespread ptiblic inter-
est in common stocks as we are
having now.

Unfortunately we cannot send
copies of the advertisement that
we have discussed in this week’s
column which produced such ex-
ceptional results. However, we
would suggest that you put one of
your better copy writers to work
on this idea, and if possible obtain
the services of a competent agency-
to help you with a good layout,
plenty of white space, and an ap-
pealing type-style. The ad size
used was not too large; we used
three columns by about six inches.
The opportunity for increasing
your clientele is available today
and your salesmen should be able
to develop some very satisfactory
business from the leads you will
receive if your advertisement has
some “Sell” in it, and the growth
stocks you select_are attractive
and well known in your area.

I believe.the public interest in
capital appreciation. is so great
today that an advertisement offer-
ing a growth utility in a growing
area (even if your market is in a
less dynamic location) could pro-
duce a large- response. Such. an
advertisement in one of the na-
tion’s foremost financial dailies
brought in hundreds of replies
from all over the nation when this
type of advertisement was used to
offer a report on a certain natural
gas pipeline which is.soon to carry
gas to the state of Florida,

Andrews Posner Partner

John George Pflungfelder will
be admitted to partnership in An-
drews, Posner & Rothschild, 52
Wall Street, New York City,
members of the New York Stock
Exchange on Jan. 29th.

Filor, Bullard to Admit

Filor, Bullard & Smyth, 26
Broadway, New. York City, mem-
bers of the New York Stock Ex-
change on Jan. 29th wiil admit
Harry J. Southwell, Jr., and John
J. Southwell to limited -partner-
ship in the firm,

Laurence Marks Partner

Laurence M. Marks & Co., 48
Wall Street, New - York City,
members of the New York Stock
Exchange, on Feb. 1st-will admit
Elizabeth Ayer Newman to lim-
ited partnership.

-+ Hecht Partner

Julius F. Mercandino has be-
come a partner in Hecht & Co., 14
Wall Street, New York _City,
members of the New York Stock
Exchange.

Schneider, Bernet Branch

EL DORADO, Ark.—Schneider,
Bernet & Hickman, Ine. has
opened a branch office at 108
South Washington, under the
management of James W,
Matheney. . 2

_price of the stock; the management won this fight and it is under-
stood that opponents have disposed of their holdings. The fight
was over the issue of selling the company’s assets to municipalities.
The stock is selling at about 16 times recent earnings, and the
current $1.60 dividend rate yields about 4.6%.
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NEWS ABOUT BANKS
AND BANKERS

= CONSOLIDATIONS
N’EW BRANCHES

CAP’ITAL]ZATIO!\S

The First National City Bank of
New York announced a reassign-
ment of:several of its National
Division: officers.

Burton: J. Lee, Vice-President,
has . been. reassigned from the
Indiana-Michigan District to be-
come head of the Middle Western
District, which includes the states
of Colorado, Iowa, Kansas, Minne-
sota, Missouri, Montana, Nebraska,
North Dakota, South Dakota and
Wyoming.  Richard E. Thomas,
Vice-President, formerly in
charge of this District, has been
"assigned to one of First National
City’s ‘largest New York City
branches- at Lexington Avenue
and- 42nd Street, }

William F. Cordner, Vice-Presi-
dent, has been- transferred from
the Chemicals, Metals and Manu-
facturing District to the Indiana-
Michigan- District where he will
be associated with Mr, Clifford D.

. Rahmer, Vice-President, who con-
tinues to. supervise this District
as well as the Kentucky-Ohio
District. ;

Recent promotions in the Na-
tional Division include the ap-
pointment to Senior Vice-Presi-
dent of the following officials:
C. Sterling Bunnell, E. Newton
Cutler, Jr., Robert G. Fuller, Rob-
ert L. Hoguet and Frederick C.
Windisch, all formerly Vice-
Presidents. Newly elected Vice-
Presidents include Stephen C.

. Eyre (Illinois-Wisconsin District);
P. Henry Mueller (formerly Cen.
tral Atlantic District) in the Eco-
nomics Department; and Robert P.
Graham. {Transportation Depart-
ment),

L I L
. ‘The First National City- B.mk 0f
New-York announced thaton Jan.
26 it will open a second: branch
in Singapore to be located at
Shaw. House on Orchard Road. It
will be the-bank’s 75th overseas
branch, office or affiliate.

: R T T

‘The' appointments of Georgé
Schor.as an Assistant Vice-Presi-
dent ang of Leslie R. De Nike and
Edward: A. Farley, Jr. as Assistant
Secretaries of Manufacturers
Trust Company, New York, are
announced by Horace C, Flamgan
Chairman.of the Board.

Mr. Schor joined the bank in
1937. He was appointed an As-
sistant Manager in 1948, a Branch
Manager in 1951, and an Assistant
Secretary in 1952 At present, Mr.
Schor is Officer in Charge of the
bank’s office located at 37 Avenue
B, New York.

Mr. De-Nike began his banking
career with the National Bronx
Bank in 1946, and joined Manu-
facturers Trust Company with the
merger of the two banks in 1949.
‘He was- appointed an Assistant
Manager in 1955, At present, Mr.
De Nike is assigned to the bank’s
office located at Fifth Avenue and
18th Street,”

Mr. Farely joined the bank in
1951 and.was appmnted an Assist-

ant Branch Manager in 1956, At

present, Mr. Farley is assigned to
the main. banking floor of the
bank’s head. office, 44 Wall St.

Mr. Flanigan also announced
the appeintment of Alberta Irene
Hayes as an assistant branch
manager, With the appointment
of Miss Hayes, Manufactureis
Trust Company now has a total of
27 womenr officers, -

Miss ‘Hayes joined Manufac-
turers Trust Company in 1950
with the merger of the Brooklyn
Trust Company, and was ap-
pointed a platform assistant in
1952 at the bank’s Jamaica Office.

She will continue - with her
present . duties..at the -Jamaica

Office, 159-17 Jamaica Avenue,
Queens N. Y
U\DLR“R[TERb TRUST co

Dce. 31,58 Sepl. 24,’58
$44,279,497 $45,027,686
40,494,671 38,094,634

6,024,865 5,457,156
22,358,940 22,459,312

13,346,935 13,493,120
1,651,072 1,624,613
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The Hanover Bank, New York,
has announced; the promotion of
Harry P. Barrand, Jr., Craig S.
Bartlett and John B. Henneman
to Senior Vice-Presidents,  All
were formerly Vice-Presidents.

Mr. Barrand is in charge of
Hanover’s foreign division. Mr.
Bartlett administers the bank’s
investment portfolio. Mr. Henne-
man is in charge of personnel ad-
ministration.

Advanced from Assistant Vice-
President to Vice-President were
Frank W, Kaestner, corporate
trust; Herman A. Streller, opera-
tions; and Fred G. O. Wernet,
personal trust.

Appointed Assistant Vice-Presi-
dents were Thomas F. Cullen,
John E. Hardy, Wesley Simmons,
William = F. Dralle, Edward A.
Murphy, Daniel B. Phelan, L.
Abbett Post, Jr. and Eldon R.
Wallingford.

George T. Davies has joined the
International Banking Department
of Bankers Trust Company, New
York, as a Vice-President, it was
announced Jan. 14, by William H.
Moore, Chairman of the Board.

Mr, Davies recently resigned as
c-a director of the Bishop Natlonal
Bank of Hawaii. =

%

Announced was the election of

& &

~Hugh R. Chace, Vice-President of

the Bank of New York, as head of
the banking division. Elliott
Averett, Vice-President, succeeds
Mr. Chace as coordinator of busi-
ness development of the commer-
cial ‘banking division, and also
was appointed a member of the
Bank’s credlt comrmttce

Major- General George Olmstead
has been elected a Director of the
Industrial Bank of Commerce,
New York, it was announced on
Jan. 21 by Walter E. Kolb, Presi-
dent,

# & E

J. Ilenry Schroder Banking
Corporation and Schroder Trust
Company, New York, have an-
nounced the appointment of G.
van Tienhoven as their Rep-
resentative for Argentina and
Uruguay.

% % % -
THE CORPORATION TRUST CO., N. Y.

Dec. 31,’58 Sept, 24,’5¢

Total resources-./.. $4,088,133 $3,804,133

Deposits 608,353 27,279
Ctsh and due from

ki 1,672,571

banks .o
U. 8. Govt, secu-

380,650
450,115

rity holdings.._._
% %

Undivided profits.._
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The Grace National Bank - of
New York, on Jan. 19, announced
appointment of Joseph G. Bur-
rough as Cashier. Mr. Burrough,
a 52-year-old native New Yorker,
has been with the Grace National
Bank for 34 years. He was named
an Assistant Cashier in 1936 and
an Assistant Vice-President in
1951.

The bank -also--appointed
Thomas T. Brekka as Assistant
Trust Officer and John M. Bos-
worth, Daniel G. Fitch and Frank
J. McDonough as Assistant
Cashiers.

2,072,668

© 380,641
596,419

* * *

Allen S. Rupley, Executive
Vice-President .and Director  of

. The Commercial and Financial Chronicle

W. R. Grace & Co., has been
elected a Director. )

Mr. Rupley served for about 10 -

years on’ the staff .of the Grace
National Bank of New York dur-
ing the early part of his 42 years
with the. Company. He has been
in charge of Grace offices in San
Francisco and in Central America
and became Treasurer of W. R.
Grace & Co. in 1948.

He was elected as an Executive.
Vice-President ‘and Chief Finan-
cial Officer .in . 1955 and is
presently: Executive Vice-Presi-
dent with broad corporate respon-
sibilities. He is a member of the
Finance and Appropriations
Committee,

ES £

Elected - Senior Vice-President
of Pennsylvania. Exchange Bank,
New York, was George J, Gross.

Wk o

Milton- T. Vanderveer, Chair-
man of the Lafayette National
Bank of Brooklyn, New York,
announced the election of William
J. Kent, Jr., John H, Muller and
Otton Khtgord as Directors.

ES

Bank of Babylon, Babylon,
N.Y., was given approval to in-
crease its Capital Stock from
$573,750 - consisting of 57,375
shares of the par value of $10
each, to $751,130 consisting of
75,113 shares of the same par
value.

E % Fn

The Annual Stockholders” Meet-
ing of National Bank of West-
chester, White Plains, N. Y., was
held on Jan, 15.

A increase in the capital stock
of the Bank by the declaration of
the special 4% stock dividend was
approved by a majority of the
shareholders and the dividend
was formally declared at the or-
ganizational meeting of the Board
immediately following the. share-
holders’ meeting, Subject to the
approval of the Comptroller of
the Currency, this stock dividend
will .'be "paid  ‘February 20, to
shareholders of record as of Jan.
21, and’will - increase outstanding
shares from 715,750 ‘to 744,380.

W. R. Gillies has been elected.

President of the Marine Midland
Trust Company of Rockland
County, Nyack, N, Y. at a week-
end meeting of the bank’s Board
of Directors. Mr. Gillies, who has
been  Executive. Vice-President,
succeeds Gregory W. Spurr, who
was elected Chairman - of the
Board.

Mr. Gillies has been an officer
of the bank since 1933, and prior
to that was active in the invest-
ment bond business in New York

City, associated with Halsey Stu-
art and Company.

© Other members of the bank’s
official staff -elected were an-
nounced as follows: Edward T.
Lovatt, Executive Vice-President
and’ Secretary; Richard- B. Bar-
nett, Senior Vice-President; Peter
Dudan, Vice-President and Treas-
urer; Bradford M. Johnson, Vice-
Presndent & Trust Offlcel

Rockland- Atlas Nahonal Bank
of Boston, Mass., is offering the
holders of its outstanding capital
stock rights to subscribe for 40,-
000 additional shares at $38 per
share at the rate of one' new
share for each six and one-half
shares held of record on Jan. 20,
1959. A group headed by The
First Boston Corporation will
purchase any unsubscribed shares
at the termination of the offer
on Feb. 4.

Proceeds from the sale of the
new capital stock is to. be added
to capital funds. Adjusted to re-
flect the gross proceeds of the
sale of the additional shares and
an intended transfer to surplus
from undivided profits, combined
capital and surplus of the bank
as of Dec. 31, 1958 would be $10,-
000,000, and total capital funds
would be in excess of $11,000,000
exclusive of reserves.

H 3 o

The . Comptroller of the Cur-
rency in.-Washington gave official
.approval.to the application for a
National Bank Charter ratified by
stockholders of Worcester County
Trust Company, Worcester, Mass.,
at the adjourned special meeting
originally called for Jan. 2.

Speaking for Worcester County
National Bank, as it will now be
known, Edward L. Clifford, Presi-

dent, expressed the gratification

of the Board of Directors and the
stockholders at the prompt action
of the Comptroller of the Cur-
rency.
* . # Eg

The Connecticut Bank and
Trust Company, Hartford, Conn.,
and The Manchester Trust Com-
pany, Manchester; Conn.; merged
under charter and .title of The
Connecticut Bank and Trust Com-
pany. .
£d L3 3

Frederick Z., Board, Chairman
of the Citizens First National
Bank and Trust Company, Ridge-
wood, N. J., died Jan. 14. His age
was T79. Mr. Board started his
banking career with the First Na-
tional Bank of Paterson, N. J.,
and assisted in the organization of
the Ridgewood Trust Company as
Assistant Secretary. He was later
elected Secretary.

In 1920, he was an organizer of

@y 21

the Citizens National Bank, serv-
ing as:its- Cashier. . In 1929 Mr,
Board became President,

John R. Abernethy, Assistant
Vice-President of the Mellon Na-
tional Bank and Trust Company,
Pittsburgh, Pa., has been ap-
pointed Assistant - Vice-President
and Manager of the bank’s.
Charleroi Office according to an
announcement by Frank R. Den-
ton, Vice-Chairman,

Ed Ed #

The new Shadyside Office of
Western Pennsylvania National
Bank, McKeesport, Pa., is: the first
banking office-in. Pennsylvania to
adopt. the new method: o£‘ “No’
Passbook. Savings: Accoun .

- M. A. Cancelliere,; Presndent of

i WPNB predicts that within: a.few

years,, many banks:throughout the
state will adopt the system, which
eliminates use of.a savings: pass~
book. Under the new system, sav-
ings customers receive receipts
similar to the ones given check—
ing-account deposxtors

& £9 &

George R. Heroz, Vice-Chair-
man, was elected Chairman and
Chief Executive Officer of the
Union Commerce Bank, Cleve-
land, Ohio. He will succeed John
K. Thompson, who will retire on
April 1, but will continue as a
Director and as Chairman of the
Executive Committee.

Mr. Heroz joined the bank in
1938 and was elected Vice-Chair-
man in 1956.

£ E9 & .

Richard J. Wade has been ap-
pointed Manager of the new For-
eign Department, Mervin B.
France, President of -Society Na-
tional -Bank, - Cleveland, Ohio,
announced on Jan. 15.
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GEORGIA RAILROAD BANK & TRUST Co.
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Amphenol -Borg Electronics Corporation

The undersigned acted as financial con-
sultants in connection with the consolida-
tion of Amphenol Electronics Corporation
and The George W.. Borg Corporation.
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As We See It

paid off. Meanwhile, rent control has often added its in- -

fluence to other factors tending to induce neglect of exist-
ing structures and the creation of what is now termed

slums.
How Ill-Housed?

Whether one-third of the people are now or ever have
been “ill-housed,” as Franklin Roosevelt once proclaimed
with much gusto, depends, naturally, upon the standards
of housing employed in the determination of inadequacy.
There are many, particularly in crowded urban areas, who
do not have the sort of housing that one could wish. Of
that there can be no doubt. Even more certain is the fact
that a very substantial number of people do not enjoy the
sort of housing they would like to have—any more than
they have other things of the'sort and in the quantity they
desire—and housing is one of the more basic needs of
human beings. It is, therefore, not difficizIt to understand
how the paternalistically inclined among us are so ready
to support proposals for largesse in housing, and even less
difficult to understand how the provision of better housing
out of the public purse can be a popular political demand,
at least among those members of Congress who hail from
areas where the problem tends to be critical.

But here as in so many other aspects of human affairs
it is not wise to permit our emotions or our good will to
get the better of our judgment. There are many other
things, too, that people need, and the people who need
them are usually taxpayers who are required to provide
the funds for these grandiose housing programs. The mere
fact that the cost of these schemes may not be felt in full
force for some months or even years to come does nothing
<to alter the fact that the fiddler will require his fee at
one time or another. It is likewise a fact that programs
which tend to persuade the home owner to overload him-
self with debt—as many of these programs do—definitely
are no service to that home owner who is supposed to be
served by them. Nor do we belicve it a wholesome thing
to make so large a part of the citizenry recipients of hous-
_ing largesse. The Lord knows we have enough of that in
-many other directions already.

It would be well if the rank and file took the trouble
to acquaint themselves with the facts before they go over-
board in support of these various housing measures now
proposed—or for that matter even of the more moderate
schemes that the President has wanted in the past and
doubtless would like to have now. One would suppose that
housing construction had been lagging since the memory
of man runneth not to the contrary, and that prodigal
public expenditures were needed to stimulate its normal
growth. But the facts do not support any such supposition.
One would also suppose that the man who is expected to
assume ownership of his home was relatively free of debt,
and quite able to take on the charges incident to the
ovs:incrship of his home. Again, the facts are of a different
order.

Construction in Velume

Residential construction with what may be regarded
as natural ups and downs with general business conditions
has been proceeding at a vigorous rate ever since the
end of World War II. Of course, there was a backlog to
fill, and the population has been increasing rapidly. It may
well be doubted, however, whether a more rapid rate of
housing construction could be regarded as wholesome in
the circumstances. Throughout the period since 1946 the
people of the United States have been far exceeding the
1929 volumg of residential construction even when the
- effect of price changes are eliminated. In point of fact,

the record of recent years is not very far from double that
of 1929. Even in 1957 the figure is higher than any year
on record except 1955 and 1956, §

Of course if the volume of such construction is meas-
ured by the dollars put into it, it is several times that of
1929. And this matter of cost and price carries another
warning to the thoughtful. A house costing, say, $8,000 in
1929 would have cost over $20,000 in 1957. It would be
one thing to induce extraordinarily large home construc-
tion by the rank and file if they could get the houses at
some cost that did not overstrain the financial resources
of the ordinary man; it is quite another to proceed in this
way when the increase in such cost has far outstripped the
rise in the costs in the economic system generally. Prob-
ably the best index of prices generally available places
the rise from 1929 to 1957 at less than 1009, against an

.increa.se of more than 1507 in the case of residential con-
struction.
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Another aspect of this situation which should give the
government pause is the rapid rise in mortgage debt on
small homes. By the end of September of last year (the
latest figure readily available) outstanding mortgages on
one to four family houses had reached the staggering total
of about $115 billion. Of course, there is no point in com-
paring such a figure with any prewar year or date. The
two. figures are not even of the same order of magnitude.
Even as recently as 1950 the total of such debt came only
to a little more than $45 billion. And something slightly
less than $50 billion of the current mortgage debt is gov-
ernment underwritten.

If the people of this country are wise they will uphold
the President in his opposition to these Democratic pro-
posals—yes and even insist that the President hims=21f be

housing.

- less generous with public funds and public credit for

Continued from page 5

Business Outlook and thé |
Stock Market in 1959

. for this type of security might be

scarcer and dearer.

IIX

Economic Background for 1959

Before getting seriously into a
discussion of stocks we might list
a few of the factors which it is
expected will affect the economy
this year, taking the favorable
ones first;

(1) Consumer expenditures for
goods and services' may show a
rise of 3% to 4% over 1958.

(a) Higher disposable income.

(b) Record savings.

(c) Cost of living should not
increase much this year.

(d) Increased overtime pay-
ments, although unem-
ployment will remain.

(2). Government spending will
be higher.

(a) Increase in expenditures

. for national security.

(b) Increase in State and Lo-
cal expenditures,

(c) Nondefense costs will be
cut but little. i S

(3) Inventory policy, which was
of prime importance in the 1957-58
recession will reverse itself and
contribute to recovery in 1959,

(4) Building construction should
hold at high levels.

(5) Democratic Congress will be
in favor of business expansion to
ease unemployment. We cannot
impress the :dangers of inflation
and unsound monéy upon a gen-
tleman perched upon a park bench
studying the help-wanted ads.

(6) The Commerce Department
recently estimated that the ‘na-
tional output of goods and serv-
ices established an all-time record
in the final quarter of 1958.- In-
ference is that we are really roll-
ing now. .. .

On the other side of the coin we
might now list -a few adverse
thoughts: :

(1) Capital expenditures .prob-
ably will remain low, due to ex-
cess capacity in many lines and
high costs.

(2) Although business will be
generally at a high level, corpo-
rate profits in the aggregate are
unlikely to fare as well. -The men
who run the country’s manufac-
turing companies are not nearly so
optimistic about profits as are the
people who have been buying
stocks. A survey of 189 manufac-
turers by the National Industrial
Conference Board showed that
many concerns look for stiff price
competition; and they are not ex-
pecting any substantial increase
in either before or after tax prof-
its in the first half of this year. A
similar survey of business leaders
by the Wall Street Journal showed

that “The outstanding feature of

1959 may be a further. profit
squeeze.” ¢ i

. As long as the wage-cost spiral
lasts, the harder it is to pass in-
creased costs on to the buyer. In-
dustry almost certainly will oper-

ate at a high break-even point.
Actually, corporate profits have
been tending downward since 1950.

(3) There is likely to be in-
creasing competition among na-
tions for the disposal of their goods
in world markets, intensifying as
the European Common Market
gathers strength. Other free trade
areas are in various stages of for-
mation, the Latin-American Trade
Area, the Pan-Arab and the Afri-
can. They all portend more com-
petition to come. Meanwhile, we
are the highest-cost nation, chiefly
because of the high-wage ingre-
dient.

(4) On the economic front an
interesting -study has been pub-
lished by the University of Michi-
gan. This is the latest survey of
a series, begun in 1952, on con-
sumer attitudes as to future buy-
ing intentions and confidence. It
does not make very cheerful read-
ing for the automobile industry,
which - is widely regarded: as the
key to the general situation. Al-
though consumers are recovering
from the shock of the recession, in-
{erest in new cars has not snapped
back as it did in 1954, and high
prices remain.a drawback.

(5) The Federal Reserve Board
will probably make more use of
its power this year — there may
occur some rather abrupt changes
and reversals.

(6) Farm income may be some-
what -lower.

Earnings and Stock Prices

In the stock market, as in busi-
ness,. Confidence has much influ-
ence, I shall quote a sentence by
a stock ‘market analyst which I
recently read: “Today most people
are utterly ‘trend conscious,” They
want - to- buy, seemingly without
caring about’ price, whatever has
been going up. Drug and other
prime growth stocks are at fabu-
lous price-earnings - ratios; while
the electronic and missile groups
are free-wheeling in outer space,”

The degree of investor confi-
dence in stocks ‘is best measured
by the size' of the price-earnings
ratio, that is'the rate at which in-
vestors are' willing -to capitalize
earning ‘power. -At- present the
typical industrial stock commands
a price equal to 20 times the latest
annual  (four quarters) earnings.
That is-a high ratio, comparing
with only a 5.7 ratio in 1949 and
8.6 as recently as 1953. In other
words, we think almost 215" times
as much of stocks as we did five
years ago. .

To illustrate. how much confi-
dence. really means in the stock

.market, it is interesting to observe

that the price-times-earnings ratio
through the -years varies more
widely: than ,do. earnings them-

selves: Since 1939 prices for stocks

have frequently had wide- swings
in- opposite direction' to.earnings.
Thus, from 1942 to. 1946 stock
prices rose 100% while share earn-
ings fell 32%. Then from 1946 to

1949 stocks dropped 229% although
earnings shot upward and gained
220%. Again from 1949 to 1952
stocks rose 94% although earnings
stagnated and actually dipped by

“4%.

Those trends reflected big shifts
in investor confidence. Just after
Pearl Harbor confidénce was very
low and investors would pay only
7 or 8 times earnings. Yet by 1946
confidence had risen to a point
where investors were paying 23
times earnings. That confidence
was inspired by the ending of the
war -and belief that lower ‘taxes
and a postwar boom would boost -

_earnings ‘of corporations.

True, there was a postwar boom
in'‘earnings, - but. the market ‘in
1946, at 23 times earnings had dis-
counted better” earnings ‘a long
way ahead. So, by the time 1949
rolled around earnings were up -
220%, but stocks reacted by 22%.

The most recent illustration of-
the confidence factor is the \expe-.
rience since October, 1957. Then
we were at the bottom-of a big
downswing and industrial stocks
were selling around 12 times earn-
ings of the last four quarters. Since:
then the average industrial stock.
price has risen by 27%, yet earn-
ings on a 12-month basis have ac-
tually declined by 18%. Stocks
try to peer ahead and forecast-
coming earnings, and in doing so
they almost invariably overshoot
the mark.

The recent ratio of 20 times
earnings for Standard & Poor’s in-
dustrials is one of the highest on
record. The carresponding high in.
1946 was 23; in 1937 it was 17 and
in 1929 1915,

Other Influences Which Could
Affect Stock Prices

While hardly likely, the prob-
lem of German unification could
be settled. Should this occur, it
would go far toward liquidating
the cold war between the East and
the West. This would immediately
start a chain of adjustments, which -
could be upsetting. The defense
burden would be lightened, the
budget cut, and troops abroad
brought home. The composition of
foreign trade would be altered.
Most of all, it would alleviate in-
flationary pressures and substitute .
some deflationary ones, including
adding to unemployment. Cer-
tainly we could expect an intensi-
fication of world competition.

Or suppose, contrary to present
expectation, the new Congress
agrees with the President’s view
that it is imperative to balance
the budget and to contain infla-
tion. Should this occur with rea-
sonable promptness, we could wit-
ness a marked. reversal in the
market’s attitude toward bonds as
against stocks. 3

Or again, let’s suppose, as many
believe, that the Congress spends
most of the present session in in-
vestigations. L<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>